LOCATION MAP
ARROYO 16 #1

EDDY COUNTY, NEW MEXICO
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Nearburg Exploration Company

Exploration and Production
3300 North "A” Street
Building 2, Suite 120
Midland, Texas 79705
915/%686-8235

Fax 915/686-7806

May 21 1995

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

TO:  WORKING INTEREST OWNERS
(distribution list attached)

Re: Arroyo 16 #1 Well;
660’ FSL and 660’ FEL of Section 16,
T-19-S, R-25-E, Eddy County, New Mexico
Arroyo 16 Prospect

Ladies and Gentlemen:

Nearburg Exploration Company ("NEC") proposes the drilling of the Arroyo 16 #1 well, a proposed 8200’
Cisco-Canyon test, to be located 660’ FSL and 660’ FEL of Section 16, T-19-S, R-25-E, Eddy County,
New Mexico. Enclosed herewith please find an AFE setting forth the anticipated costs of the proposed
operation. NEC anticipates costs to drill the well to casing point at $343,895 and total completed well
costs of $722,985. Enclosed is an Operating Agreement designating Nearburg Producing Company
("NPC") as Operator of the proposed unit area. We believe NPC should operate this spacing unit
because of its operations in the immediate area and close proximity to its water disposal system. We
invite you to participate with NEC in the drilling of this well. Please execute and return the extra set of
signature pages attached to your copy of the Operating Agreement.

If you do not desire to participate, NEC will accept a farmout of your interest or would entertain the
acquisition of your interest by purchase.

If you have any questions, please feel free to contact the undersigned.
Yours very truly,

Bob Shelton
Consulting Landman

BS:kg

Enclosure

Hearing Late: August 10, 1995
BEFORE THE
OIL CONSERVATION DIVISION
Case No. 11311 Exhibit No. 3
Submitted By:
Nearburg Expioration Company



Working Interest Owners
May 19, 1995
Page -2-

Distribution:

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

Unit Petroleum Company
P. O. Box 702500
Tulsa, Oklahoma 74170

Nautilus Ventures, Il, a General
Partnership of which Coquina Oll
Corporation Is General Partner,
P. O. Drawer 2960

Midland, Texas 79701

Ernie Befto
3325 Ala Akulikul
Honolulu, Hawali 96818

Mrs. Frances B. Bunn
2493 Makiki Heights
Honolulu, Hawaii 96822

J. W. Gendron
2989 Eucalyptus Hill
Santa Barbara, CA 93108

David Goodnow
230 Ridgefield Road
Wilton, Connecticut 06897

Joseph R. Hodge

c/o V. H. Zoller

First City Center, Suite 910
Midland, Texas 79701

Sanford J. Hodge, Ili

c/o V. H. Zoller

First City Center, Suite 910
Midland, Texas 79701

E. H. Holden Testamentary Trust
2524 Union Street
San Francisco, California 94123

Dr. Isaac A. Kawasaki
1232 S. King Street
Honolulu, Hawaii 96814



Working Interest Owners
May 19, 1935
Page -3-

Betsy H. Keller
2524 Union Street
San Francisco, Californla 94123

Charles Cline Moore
138 Harvard Avenue
Mill Valley, California 94941

Estate of Willlam Oliver
c/o Pat Fisher

P. O. Box 241

Dallas, Texas 75221

Adolph P. Schuman
2701 16th Street
San Francisco, California 94104

Space Building Corporation

250 Cape Highway

Route 44

East Taunton, Massachusetts 02718

Fredrick Van Uranken
665 5th Avenue, 10th Floor
New York, New York 10022

Yates Employees 87, Ltd.

105 South Fourth Street
Artasia, New Mexico 88210

BS\ARROYO16.W10



Nearburqg Producing Company

Explorafon and Production
Dallas, Texas

LEASE: Arroyo 16

Page 1 of 2

AUTHORITY FOR EXPENDITURE

WELL NUMBER: 1

PROPOSED TOTAL DEPTH: 8,200'

LOCATION: 660°FSL and 660" FEL Section 16, T19S, R25E, Eddy County, New Mexico

EXPLORATORY,DEVELOPMENT,WORKOVER:
DESCRIPTION OF WORK: Drlll and complete as a pumping Cisco/Canyon oil producer.

FIELD:

DATE PREPARED:
ACCOUNTING WELL NUMBER:
COMMUNICATIONS ACCOUNT NUMBER:

PROSPECT:

INTANGIBLE COSTS:
Drilling Footage
Driling Daywork D/C/$/day 3
Drilling Turnkey

Rig Mobillization and Demobilization
Road & Location Expense

Damages

Directional Drilting — Tools and Service
Drilling Fluids

Fuel, Power, and Water

Supplies — Bits

Supplies — Casing Equipment
Supplies ~ Liner Equipment

Supplies — Miscellaneous

Cement and Cmt. Services — Surface Csg
Cemant and Cmt. Services — Int. Csg
Cement and Cmt. Services — Prod. Csg
Cement and Cmt. Services — Other
Rental — Drilling Tools and Equipment
Rental - Miscellaneous

Testing — Drill Stem / Production
Open Hole Logging

Mudlogging Services

Special Services

Plug and Abandon

Pulling and/or Swabbing Unit

Reverse Equipment

Wireline Services

Stimulation

Pump / Vacuum Truck Services
Transportation

Tubular Goods — Inspection & Testing
Unclassified

Telephone and Radio Expense
Engineer / Geologist

Company Labor — Field Supervision
Contract Labor / Roustabout

Legal and Professional Services
Inswance

Overhead

SUBTOTAL

Contingencies (10%)

ESTIMATED TOTAL INTANGIBLES

8,100 Ft@ 16.00 $/Ft
2 4400 };

TO CSG PT COMPLETION TOTAL WELL
129,600 129,600
13,200 8,800 22,000
0
0
17,000 1,000 18,000
5,000 5,000
0
15,000 15,000
10,000 1,500 11,500
750 750
2,000 3,500 5,500
0
500 500 1,000
17,000 17,000
0
30,000 30,000
. 0
3,000 1,000 4,000
500 1,000 1,500
6,000 6,000
20,000 20,000
7,500 7,500
0
10,000 (10,000) 0
12,000 12,000
1,200 1,200
5,000 5,000
20,000 20,000
500 500 1,000
1,000 1,500 2,500
500 6,000 6,500
0
500 500 1,000
3,150 1,350 4,500
12,600 4,500 17,100
1,000 2,500 3,500
2,500 500 3,000
10,300 10,300
4,600 2,000 6,600
292,950 95,600 388,550
29,295 9,560 38,855
322,245 105,160 427,405




Nearburqg Producing Company
Explorafon and Production
Dallas, Toxas

AUTHORITY FOR EXPENDITURE

LEASE: Arroyo 16

WELL NUMBER: 1
LOCATION: 660'FSL and 660" FEL Section 16, T19S, R25E, Eddy County, New Mexico

FIELD: PROSPECT:

DATE PREPARED:
ACCOUNTING WELL NUMBER:
COMMUNICATIONS ACCOUNT NUMBER:

PROPOSED TOTAL DEPTH: 8,200°

Page 2 of 2

EXPLORATORY,DEVELOPMENT,WORKOVER:
DESCRIPTION OF WORK: Drill and complete as a pumping Cisco/Ganyon oil producer.

TANGIBLE COSTS:
Conducior Casing

Protection Csg

Protection Liner

Production Liner

Tubing 7800 Ft@ 3.10 $/Ft
Rods Ft@ $/Ft
Artificial Lift Equipment

Tank Battery

Separators/Heater Treater/Gas Units/fFWKO
Waell Head Equipment & Christmas Tree
Subsurface Well Equipment

Flow Lines

Saltwater Disposal Pump

Gas Meter

Lact Unit

Vapor Recavery Unit

Other Well Equipment

ROW and Damages

Surface Equipment installation Costs

TO CSG PT

Surface Csg 1,300 Ft@ 15.50 $/Ft |1

20,150

Intermediate Csg Fl@ $/Ft

0

0

Production Gsg 8,100 Ft @ 12.50 $/Ft

1,500

Elect. Installation

ESTIMATED TOTAL TANGIBLES

ESTIMATED TOTAL WELL COSTS

21,650

343,895

COMPLETION

TOTAL WELL

0

20,150

0

101,250

101,250

24,180

0

24,180

80,000

0

15,000

80,000

10,000

15,000

10,500

10,000

12,000

5,000

0

5,000

3,000

0

3,000

0

0

10,000

15,000

10,000

15,000

273,930

295,580

379,090

722,985

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH
TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON—
OPERATOR GIVES NOTIFICATION ON THIS FORM OF HiS INTENT TO FURNISH HIS PROPORTIONATE SHARE IN KIND. THIS
AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED.

'NPC APPROVAL

| DATE

PREPARED BY: TRM

REVIEWED BY:

APPROVED BY:

Wi APPROVAL: COMPANY

BY

TMLE

DATE

DO31F7.WK4




Pt kipe onthaczed in wdiliey by 1‘.15'

Syt i Veliuler Landyen

ARROYO 16 PROSPECT

OPERATING AGREEMENT

DATED

May 19 y 19_95__1

OPERATOR _ _NEARBEIRG PRODUCING. COMPANY

CONTRACT AREA _Southeast Quarter (SE/4) of Section 16,

Township 19 South, Ranpge 25 East

COUNTY OR=-#%RiIiSH OF Eddy STATE OF _New Mexica

BEFORE THE
OIL CONSERVATION DIVISION
Case No. 11311 Exhibit No. s
Submitted By:
Nearburg Exploration Company

Hanrima MNada:r Aiaiias 1A A0nE

COPYRIGHT 1982 —_ ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OQF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD.
FORT WORTH, TEXAS 76137, APPROVED FORM,
A.APL. NO. 610 - 1982 REVISED



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

Article
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between___Nearburg Producing Company

hereinafter designated and
referred to as “*Operator’’, and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
as '‘Non-Operator”’, and collectively as ‘‘Non-Operators'’.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases andfor oil and gas interests in the land identified in
Exhibit *“A’’, and the parties hereto have reached an agreement to explore and develop these leases andfor oil and gas interests for the
production of oil and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

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

A. The term “‘oil and gas’’ shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated.

B. The terms ‘‘oil and gas lease’’, ‘'lease’’ and ’'leasehold’’ shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are owned by the parties to this agreement.

C. The term ‘‘oil and gas interests’’ shall mean unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by parties to this agreement.

D. The term *‘Contract Area”’ shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests
ate described in Exhibit “*A’’.

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

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

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

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

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE IL.
EXHIBITS

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

A. Exhibit ‘**A’’", shall include the (ollowing information:

(1) Identification of lands subject to this agreement,

(2) Restrictions, if any, as to depths, formations, or substances,

(3) Percentages or fractional intesrests of parties to this agreement,

(4) Oil and gas leases and/or oil and gas interests subject to this agreement,

(5) Addresses of parties for notice purposes.
. Exhibit *'B’’", Form of Lease.
. Exhibit *'C"’, Accounting Procedure.
. Exhibit **D"’, Insurance.
- Exhibit “‘E", Gas Balancing Agreement. ,Notice of Joint Operating Agreement Lien, Security

NENEX
mMoOD

B--G:-Exhibit-**G*%-Fax-Partnership- There is no Exhibit '"G" to this agreement.
If any provision of any exhibit, except Exhibits *E’’ and *‘G"’, is inconsistent with any provision contained in
of this agreement, the provisions in the body of this agreement shall prevail.

e body

o P n
tiee Al thus ideatilving mack it geahihited
cacopt what spthatired i wiiting by the

Arserigan Astucigtan ul Pebuleeta Lindmen

F. Exhibit *'F’’, Non-Diserimination-and Certifieation-of-Non-Segregated Facilities. Interests and Financial Statement



-

WO~ AD W N -

o SA M VLA WA A WA WA WA M D B S B D D D D D D O U9 0 0 W W W N RN R RNNN NN R e s s e b bt b e s

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

ARTICLE Il1I.
INTERESTS OF PARTIES

A. Oil and Gas Interests:

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

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set
forth in Exhibit ‘“A’’. In the same manner, the parties shall also own all production of oil and gas from the Contract Area subject to the

payment ol royalties=te:the=extent-of due on each party's share of _ which shall be borne as hereinafter set forth.
production

Regardless of which party has contributed the lease(s) and/or oil and gas interest(s) hereto on which royalty is due and
payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the
other pacties free [rom any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
by such party, to any other party’s lessor or royalty owner, and if any such other party’s lessor or royalty owner should demand and
receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to
such higher price.

Nothing contained in this Article I1.B. shall be deemed an assignment or cross-assignment of interests covered hereby.
C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article I11.B., such party so
burdened shall assume and alone bear all such excess obligations and shall indemnily and hold the other parties hereto harmless [rom any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

If any party should hereafter create an overriding royalty, production payment or other burden payable out of production
attributable to its working interest hereunder, or il such a burden existed prior to this agreement and is not set forth in Exhibit “A*’, or
was not disclosed in writing to all other parties prior to the execution of this agreemnent by all parties, or is not a jointly acknowledged and
accepted obligation of ail parties (any such interest being hereinafter referred to as ‘‘subsequently created interest’’ irrespective of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred
to as ‘‘burdened party’’), and:

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

2. 1f the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VIL.B. shall be

enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
the burdened party.

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operati
the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to,

s or, if
& includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, [
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and !
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal 1
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the poss
made availatle to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operalor O ltor shall
cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnish © éacri party
hereto. The cost incurred by Operator in this title program shall be borne as follows: (ﬁ’( §d {

shatimgasToyatty opimons-and-division-order-title-epinions)-shall-be-a-part-of-the-administrative-ovechead B ”'_"]
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ARTICLE 1V
continued

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

Each party shail be responsible for securing curative matter and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

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

B. Loss of Title:

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

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

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

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

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

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

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

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shutiin well
payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
paymient secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisition will not be subject to Article VIILB., the interests of tlre parties shall be revised on an acreage basis, effective as of the

date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretolore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

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

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

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

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

A. Designation and Responsibilities of Operator:

Nearburg Producing Company shall be the

Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. 1t shall conduct all such operations in a good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross
negligence or willful misconduct.

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

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator
may be rernoved if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit ‘'A’’ remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o’clock A.M. on the
first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action

by the Nor-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, alter effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate name or structure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor

Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit *‘A’’; provided, however, if an Operator which has been removed fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more pasties owning a majority interest based
on ownership as shown on Exhibit “*A’’ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing
tates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and
such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE V1.
DRILLING AND DEVELOPMENT

A. Initial Well:

be authorized to
On or before the__1St day of August , 19 95 , Operator shall/commence the drilling of a well for
oil and gas at the following location:

660' FSL and 660' FEL of Section 16, T-19-S, R-25-E
Eddy County, New Mexico,

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

an estimated depth of 8200' or sufficient in Operator's
opinion to adequately test the Cisco/Canyon formation,

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impragt
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth,
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ARTICLE V1
continued

Hf, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VLE.1. shall thereafter apply.

B. Subsequent Operations:

1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided
for in Article VLA, or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or
response given by telephone shall be promptly confirmed in writing.

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all pa-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article X1, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

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

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

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involv
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenti
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locati
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article result§]
ducer of oil andfor gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole co i

in such
‘Parties,
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ARTICLEVI
continued

and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting
Party’s interest in the well and share of production therefrom until the proceeds of (la’ sale f&sugh share, calculated at the well, or
market value thereol if such share is not sold, (after deducting production laxes,,égx:cll-slel ts‘esc.) royaltyz,i g\?errlding royalty and other in-
terests not excepted by Article IIL.D). payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the total of the following:

200%

{a) $08% of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Non-Consenting Party’s share of the cost of operation of the well commencing with first production and continuing until each such Non-
Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting
Party had it participated in the well from the beginning of the operations; and

() 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and comgpleting,
alter deducting any cash contributions received under Article VIIL.C., and __500 % of that portion of the cost of newly acquired equip-
ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had
panticipated therein.

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

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s shar{; oé rodilition, or the
. . . . cru
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance! excise, galf\jermg and other

taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party’s share of production not excepted by Ar-
ticle 11L.D.

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

Within sixty (60) days after the completion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
ings. Each month therealter, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the
operations lor the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in-
curred in’ the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount of proceeds
realized from the sale of the well’s working interest production during the preceding month. In determining the quantity of é{i_and gas
produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering é:r,periodic
well tests. Any amount realized {rom the sale or other disposition of equipment newly acquired in connection with any sucH‘lbgration
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unretutied costs
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revertito it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party. 1 t
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ARTICLE VI
continued

If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Therealter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well ocated elsewhere on the Contract Area is producing, unless such
well conforms to the then-existing well spacing pattern for such source of supply.

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

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
complele_:i?md the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operatior just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article V1.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party’s interest as shown on Exhibit ‘*A’" bears to the total interest as shown on Exhibit **A’’ of all Consenting Par-
ties.

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a *‘deepening’’ operation shall
also be a?pﬁcable to any proposal to directionatly control and intentionally deviate a well from vertica! so as to change the bottom hole
location (herein called “‘sidetracking’'), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share {equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

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

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

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to [orty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each e!_gcting par-
ty’s interest as shown on Exhibit ‘'A"" bears to the total interest as shown on Exhibit **A’* of all the electing parties. In 41l other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. i 3
|
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C. TAKING PRODUCTION IN KIND:

ft—y

/ha\_’e the right to AR5 ALY ‘J(‘

Each party shalltake in kind or separately dispose of its proportionate share of all oil and gas produced lr?_rh";,qié_C' ftract Area,
exclusive of production which may be used in development and producing operations and in preparing and tr‘"eﬁtifng" bii ;p gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or sep&i’é(g’l Hisgpsitib by any

party of its proportionate share of the production shall be borne by such party. Any party taking its share of production ifi ki é 5&:" be
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ARTICLE V1
continued

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

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from
the Contract Area, and, except as provided in Article VILB., shall be entitled to receive payment directly from the purchaser thereof for
its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not
the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking party at the
best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously
delivered to a purchaser. Any purchase or sale by Operator of any other party’s share of il shall be only for such reasonable periods of
time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
of one (1) year.

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

D. Access to Contract Area and Information:

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

E. Abandonment of Wells:

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

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a

producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within
thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other
parties its proportionate share of the value of the well’s salvable material and equipment, determined in accordance with the provisions of
Exhibit ‘‘C’’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil andfor gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
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ARTICLE VI
continued
*'B’". The assignments or leases so limited shall encompass the *‘drilling unit’* upon which the well is located. The payments by, and the
assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the

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

Therealter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production (rom
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option ta
repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
visions hereol.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VLE.2. above shall be applicable as between
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be

permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified
of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article
VLE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

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

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
of oil andfor gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon
at the rate provided in Exhibit *‘C’’. To the extent that Operator has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereol. In addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from
the sale of such Non*Operator’s share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any default. Operator grants a like lien
and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense.

If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that
the interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amouat shall, to obtain
reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the development
and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
tionate shares upon the expense basis provided in Exhibit **C”’. Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estim#e within
fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, té: f'amoum
due shall bear interest as provided in Exhibit **C"’ until paid. Proper adjustment shall be made monthly between advances anq‘f
pense 1o the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

ttual ex-

D. Limitation of Expenditures:

L. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well}rf(!_lﬁd, : i
pursuant to the provisions of Article V1.B.2. of this agreement. Consent to the drilling or deepening shall inclu_é?;/'z’r‘g""

:,‘ . :_;:'?’/:4_
r“-.

ererptwhon sutonees 0 witing by the

Avseck.an Asapicbone af Pe'rclona Landrien

|




O N WD W N -

VAN D D D DD D D D D B D W W W e W W NN KN RN RN NN R R o ms o e o bt o o o

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

ARTICLE V1
continued

(O Option No. I: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including
necessary tankage andfor surface facilities.

{3 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its

authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight
(48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage and/for surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall
constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties,
elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase ‘‘reworking, deepening or plugging
back®* as contained in Article V1.B.2. shali be deemed to include *‘completing’ ") shall apply to the operations thereafter conducted by less
than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
plugged back pursuant to the provisions of Article V1.B.2. of this agreement. Consent to the reworking or plugging back of a well shall
include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage
and/for surface facilities.

3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated
to require an expenditure in excess of__Twenty-five Thousand Dollars ($.25 ,000 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting

an information copy thereof for any single project costing in excess of Fifteen Thousand

Dollars (315 ,000 ) but less than the amount first set forth above in this paragraph.

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

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
(ailure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
visions of Article [V.B.2. :

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production
ol a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment
shall be borne jointly by the parties hereto under the provisions of Article 1V.B.3.

F. Taxes:

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

Il Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and!
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to fi
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such tax
interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for th
count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid hi'
provided in Exhibit **C"’.
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Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upos §FW
the production or handling of such party’s share of oil andfor gas produced under the terms of this agreement. {
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continued

G. Insurance:

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

In the event automobile public liability insurance is specified in said Exhibit ‘D", or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator’s automotive equipment.

ARTICLE VIIIL.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for 2 term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit *‘B'’. Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lcase made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shalt be determined in accordance with the provisions of Exhibit *“C'’, less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties.

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

Br—Renewal-orEntension—-ofLeasesnt

IE-any-party-securcs-arencwatof anyoit-and-gas-teascsubject-to-thisagreementratt-othrer-parties
shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownershipdl the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be-iff proportion to the
interests held at that time by the parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewgh€ase, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the refationship of their respective per€entage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all partjesparticipating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall e subject to this agreement.

Each party who participates in the purchase of a renewgl{€ase shall be given an assignment of its proportionate interest therein
by the acquiring party.

The provisions of this Article shall a to renewal leases whether they are for the entire interest covered by the expiring lease
or cover only a portion of its area or_aminterest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) s after the expiration of the existing lease shall be subject to this provision; but any lease lakén or con-
tracted for more than sj months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be §u % ibject to
the provisions of Hfis agreement. 5 .

‘Hlepﬁisions in this Article shall also be applicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of ¢ v;cll or!ar& other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other Jperanon a}ul sljall be
applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party ta whohh the con-
tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parues ,Mle gr?gﬂ (
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ARTICLE VIII
continued

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

Il any party contracts for any consideration relating to disposition of such party’s share of substances produced hereunder, such
y party y B po parly P

consideration shall not be deemed a contribution as contemplated in this Article VIIL.C. This paragraph shall not be
?pg%icable to the contribution of acreaﬁe by the Contributing Parties toward the
n .

Maﬁl}e’nag&boslt&l&}éﬁ%g ’In?elges(l):ption Test Wel

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

1. the entire interest of the party in all leases and equipment and production; or
2. an equal undivided interest in all leases and equipment and production in the Contract Area.

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

If, at any time the interest of any party is divided among and owned by lour or more co-owners, Operator, at its discretion, may
require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party’s interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract
Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.

E. Waiver of Rights to Partition:

if permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided
interest therein.

Area, it shall promptly give written notice to the other parties, with full information concerning its proposed sale, which-shattinclude the
namme and address of the prospective purchaser (who must be ready, willing and able to purchase), the purctiase price, and all other terms
of the offer. The other parties shall then have an optional prior right, for a period of tes days alter receipt of the notice, to purchase
on the same terms and conditions the interest which the other partyproposes to sell; and, if this optional right is exercised, the purchas-
ing parties shall share the purchased interest in the propGrtions that the interest of each bears to the total interest of all purchasing par-
ties. However, there shall be no preferéitial right to purchase in those cases where any party wishes to mortgage its interests, or to

dispose of its interests 5y merger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-

bsidigrrof com i whict it o gl |

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
for prolit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby alfected elects to be excluded
from the application of all of the provisions of Subchapter **K**, Chapter 1, Subtitle **A”’, of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, ali of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such party shall execute such documents and furnish such other evidence as may be requir
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which thg]
Area is located or any [uture income tax laws of the United States contain provisions similar to those in Subchapter "K",% g.gler 1,
Subtitle “*A"", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Cb & is per-
mitted, each party hereby affected shall make such election as may be permiitted or required by such laws. In making the fon:l i
tion, each such party states that the income derived by such party from operations hereunder can be adequately determined i(h
computation of partnership taxable income. : I’ :
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder il the expenditure
does not exceed_Fifteen Thougand Dollars
($_15,000 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-

pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
sued on account of any matter arising {rom operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XI.
FORCE MA JEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation to make money payments, that party shall give to all other parties prompt written notice ol the force majeure with
reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force
majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable
diligence to remove the force majeure situation as quickly as practicable.

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

The term ‘‘force majeure’’, as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, fire, storm, {lood, explosion, governmental action, governmental delay, restraint
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is
not reasonably within the control of the party claiming suspension.

ARTICLE XIIL
NOTICES

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

ARTICLE X1I.
TERM OF AGREEMENT

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

Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this
agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production, and for an additional period of 180 days from cessation of all production; provided,
however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the vent the
well described in Article VI.A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing,
of producing oil andfor gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back
ing operations are commenced within 120 days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability
accrued or attached prior to the date of such termination,

s 27 # .
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AAPL FORM 610 - MODEL FORM OPERATION AGREEMENT - 1982

ARTICLE XIV.
COMPLIANCE WITHI LAWS AND REGULATIONS

A Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, 10 the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws,
ordinances, rules, regulations, and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
remedics, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which
the Contract Area is located. If the Contract Area is in two or more states, the law of the state of
shall govern.

C. Repgulatory Agencies:

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

With respect lo operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injurics, claims
and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rules, rulings,
regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or application was
made in good faith. Bach Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-Operator‘s share
of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or application, together
with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application.

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

ARTICLE XV.
OTHER PROVISIONS

Notwithstanding any provisions herein to the contrary, the parties hereto agree as (ollows:

A. Notwithstanding any other provisions herein, il during the term of this agreement, a well is required to be drilled, deepened, reworked,
plugged back, sidetracked, or recompleted, or any other operation that may be required in order to (1) continue a lease or leases in force
and effect, or (2) maintain a unitized area or any portion thereof in and to any oil and/or gas and other interest which may be owned by
a third party or which, failing in such operation, may revert to a third party, or (3) comply with an order issued by a regulatory body having
jurisdiction in the premises, failing in which certain rights would terminalte, the (ollowing shall apply. The party desiring to drill, decpen,
rework, plug back, sidetrack, recomplete, or to perform any other operation that may be required pursuant to this paragraph DD, shall give
the other partics written notice of the proposed operation specilying the work to be performed, the location, proposed depth, objective
formation, and the estimated cost of the operation. The parties receiving such notice shall have fifteen (15) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the proposed operation, and any party electing
to participate must pay its share of the cost within the fifteen (15) day period after receipt of the notice, failing in which the parties interest
who elected to participate but did not timely pay will be subject to the reassignment provision as set forth betow. 1If a drilling rig is on
location, notice of a proposal to rework, dritl, deepen, plug back, sidetrack, recomplete, or any other operation pursuant to this paragraph
D may be given by telephone and the sesponse period shall be limited to forty-cight (48) hours inclusive of Saturdays, Sundays, and lcgal
holidays. Failure of a party receiving such notice to reply or pay its share of the cost within the period above fixed shall make such partics
interest subject to the reassignment provision provided for below. Any notice or response given by telephone shall be promptly confirmed
in writing.

B. Operator shall comply where applicable with the following clauses contained in 41 CFR:

60-1.4(a) (Equal Employment Opportunity);

1-12.803-10 (Certification of Non-Segregated Facilities);

60-250 (Employment Opportunity for Veterans);

60-741 (Employment Opportunity for Handicapped Individuals);
1-1.710 (Subcontracting With Small Business Concerns);

1-1.805 (Subcontracting With Labor Surplus Area Concerns);
.1.1.1310 (Subcontracting With Minority Business Enterprises);
1.1.2302-2 (Environmental Protection).

These clauses are incorporated herein by reference il and to the extent applicable to this contract by law, executive order, or regulation,

Operator represents that he is in compliance with the reporting requirements of 41 CFR 60-1.7 and the Affirmative Action Program
requiremeants of 41 CFR 60-1.40 and 60-2.

C. Non-Operators avthorize Operator to receive, and direct all product purchasers 1o pay to Operator, all proceeds of production from or
attributable to the Contract Area. As evidence of this authority all products purchasers may rely solely on a copy of this provision,
authenticated by Operator, in ficu of the need for any additional consents or transfer orders from the Non-Operators. While Operator is
receiving all proceeds of production, Operator obligates itself to make payments of all Working and Royalty Interests Revenues attributable
to the Interests covered hereby.

-14-
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D. Any party creating the necessity for separate measurement facilities shall alone bear all costs of such facilities. Any party using separate
production measurement facilities shall keep accurate records of such production in accordance with applicable state and federal regulations,
and upon Operator's request, under the terms of this agreement or any agreement executed in conjunction with this agreement, true and
complete copies of said records shall be furnished to Operator. Said production records supplied to the Operator shall be treated as
confidential information and shall be used by Operator only to the extent necessary to fulfill its duties as Operator.

E. All costs and expenses incurred by Operator in securing sttorneys, geologists, engineers, exhibits and related documentation, (or the
preparation and filing of material relative to the sale of oil and/or gas shall be borne by all parties in accordance with their respective interest
as sct forth on Exhibit A" attached hereto and made a part hereof.

F. All costs and expenses including fees and expenses of attorneys and consultants incurred by Operator which may arise due to other
operators in the arca applying for non-standard locations and/or other regulatory hearings shall be borne by all parties in accordance with
their respective interests as set forth in Exhibit *A" attached hereto and made a part hereof.

G. The parties hereto agree to execute a Notice of Joint Operating Agreement Lien in the form of Exhibit "F" to this agreement in order
to permit perfection of the hereinabove described security interests by placing said NOTICE of record in the county in which the Contract
Arca is located and in accordance with the Uniform Commercial Code of the State in which the Contract Area is located.

H. If a party to this agreement elects not to participate in a proposed operation or, if a non-consenting party fails to timely pay its share
of the cost involved in such operation, and is determined to be a non-participating party, shall not have access to or be entitled to receive

well information with regard to operations conducted on the Contract Area.

1. No party shall propose the drilling of a subsequent well while a proposal for a well is being considered or a well is being drilled or
completed.

OPR\OTHERPRO . X IV



A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI.
MISCELLANEOUS

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

This instrument may be exccuted in any number of counterparts, each of which shall be considered an original for all purposes.
IN WITNESS WHEREQF, this agreement shall be effective as of this 19th day of May, 1995.

OPERATOR

ATTEST OR WITNESS NEf:?%?b PRODUGI1N OMPANY
e

/.
J;z'Efja}ﬁ;;:;ld\d

Type or Print Name

By

Title Consulting Landman

Date__ May 19, 1995

Tax ID or SS No._ _74-1666262

NON-OPERATORS

ATTEST OR WITNESS NEARBURG EXPLORATION COMPANY
bys A by

>

Robert G. Shelton
Type or Print Name

Title Attorney-in-Fact

Date_ May 19, 1995

Tax ID or SS No.__462-80-5563

ATTEST OR WITNESS YATES PETROLEUM CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS UNIT PETROLEUM COMPANY

By:

Type or Print Name

Title

Date

Tax ID or SS No.

-]15a-



ATTEST OR WITNESS NAUTILUS VENTURES, II, a General
Partnership of which Coquina 0il
Corporation is General Partner

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Ernie Bello

Date

Tax ID or SS No.

ATTEST OR WITNESS

Frances B. Bunn

Date

Tax ID or SS No.

ATTEST OR WITNESS

J. W. Gendron

Date

Tax ID or SS No.

ATTEST OR WITNESS

David Goodnow

Date

Tax ID or SS No.

ATTEST OR WITNESS

Joseph R. Hodge

Date

Tax ID or SS No.

ATTEST OR WITNESS

Sanford J. Hodge, III

Date

Tax ID or SS No.

ATTEST OR WITNESS E. H. HOLDEN TESTAMENTARY TRUST

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Isaac A. Kawasakl

Date

Tax ID or SS No.

-15(A)-



ATTEST OR WITNESS

Betsy H. Keller

Date

Tax ID or SS No.

ATTEST OR WITNESS

Charles Cline Moore

Date

Tax ID or SS No.

ATTEST OR WITNESS ESTATE OF WILLIAM OLIVER

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Adolph P. Schuman

Date

Tax ID or SS No.

ATTEST OR WITNESS SPACE BUILDING CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Fredrick Van Uranken

Date

Tax ID or SS No.

ATTEST OR WITNESS YATES EMPLOYEES 87, LTD.

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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ACKNOWLEDGEMENTS

STATE OF TEXAS §
§
COUNTY OF MIDLAND s

The foregoing instrument was acknowledged before me on the 19th day of May,
1995, by Joe E. Fitzgerald, Senior Landman of NEARBURG PRODUCING COMPANY, a Texas
corporation, on behalf of said corporation.

. Nota lic, State of Texas
KAYE H. GASSIE }. v

NOTARY PUBLIC }

State of Texas
Coimm. Exp. 11-06-97

STATE OF TEXAS §
)
COUNTY OF MIDLAND §

This instrument was acknowledged before me on the 19th day of May, 1995,
by ROBERT G. SHELTON, as Attorney-in-Fact for NEARBURG EXPLORATION COMPANY, a

sole proprietorship, on behalf of said sole proprietorship.
b—f % /%A(A)_'

Notarf\%;ﬁlic, State of Texas

‘;!‘ol'ﬁ'}ﬁ; v p
Y
i .v;':' ; .“\‘ <

%‘S_?;\\%.\;'ﬁ State of Texas
e Comm. Exp. 11-06-97
M 1.0+ pgt ¥

P

STATE OF NEW MEXICO §
§
COUNTY OF CHAVES §
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
YATES PETROLEUM CORPORATION, a corporation, on behalf of

said corporation.

Notary Public, State of New Mexico

STATE OF OKLAHOMA §
§
COUNTY OF TULSA s
The foregoing instrument was acknowledged before me on the day of
. 1995, by as of
UNIT PETROLEUM COMPANY, a corporation, on behalf of said
corporation.
Notary Public, State of Oklahoma
STATE OF TEXAS §
S
COUNTY OF MIDLAND s
The foregoing instrument was acknowledged before me on this the day
of , 1995, by , as of

Nautilus Ventures, II, a General Partnership, on behalf of such Partnership.

Notary Public, State of Texas

-15(C\~-



STATE OF HAWAII §
§
COUNTY OF S

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Ernie Bello.

Notary Public, State of Hawail

STATE OF HAWAII s
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Frances B. Bunn.

Notary Public, State of Hawaii

STATE OF CALIFORNIA s
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by J. W. Gendron.

Notary Public, State of California

STATE OF CONNECTICUT

N

COUNTY OF

The foregoing instrument was acknowledged before me on this the
day of , 1995, by David Goodnow.

Notary Public, State of Connecticut -

STATE OF TEXAS s
s
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Joseph R. Hodge.

Notary Public, State of Texas

STATE OF TEXAS §
§
COUNTY OF MIDLAND 8§

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Sanford J. Hodge.

Notary Public, State of Texas

-15(D)~-



STATE OF CALIFORNIA §

§
COUNTY OF _ s

The foregoing instrument was acknowledged before me on this the

day of . 1995, by

GOLDEN TESTAMENTARY TRUST, on behalf of such Trust.

STATE OF HAWAII §
§
COUNTY OF _ s

The foregoing instrument was acknowledged before me on this the

Notary Public, State of California

day of , 1995, by Isaac A. Kawasaki.

STATE OF CALIFORNIA )
S
COUNTY OF _ §

The foregoing instrument was acknowledged before me on this the

Notary Public, State of Hawaii

day of . 1995, by Betsy H. Keller.

STATE OF CALIFORNIA s
s
COUNTY OF _ s

The foregoing instrument was acknowledged before me on this the

Notary Public, State of California

day of 1995, by Charles Cline Moore.

STATE OF TEXAS s
§
COUNTY OF DALLAS 3

The foregoing instrument was acknowledged before me on this the

day of , 1995, by

Notary Public, State of California

, as

the Estate of William Oliver.

Notary Public, State of Texas

-15(E)~-
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STATE OF CALIFORNIA §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of y, 1995, by Adolph P. Schuman.

Notary Public, State of California

STATE OF MASSACHUSETTS §

§
COUNTY OF §
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
SPACE BUILDING CORPORATION, a corporation, on behalf of
said corporation.
Notary Public, State of Massachusetts
STATE OF NEW YORK s
§
COUNTY OF NEW YORK §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Fredrick Van Uranken.

Notary Public, State of New York

STATE OF NEW MEXICO §
§
COUNTY OF $
The foregoing instrument was acknowledged before me on this the
day of , 1995, by ., as of
YATES EMPLOYEES 87, LTD., a , on behalf of such

Notary Public, State of New Mexico

OPR\ARROYC 16,516



EXHIBIT “A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN
OPERATING AGREEMENT DATED THE 19TH DAY OF MAY, 1995,
BY AND BETWEEN NEARBURG PRODUCING COMPANY, AS
OPERATOR, AND NERARBURG EXPLORATION COMPANY, ET AL,
AS NON-OPERATORS

I. Identification of Lands Subiject to this Agreement:

The Southeast Quarter (SE/4) of Section 16, T-19-S, R-25-E, Eddy
County, New Mexico

II. Restrictions as to Depths or Formationsg:

This Agreement is limited to an interval between the surface of the
earth and the base of the Cisco/Canyon formation.

III. Percentages of Parties to this Agreement:

Nearburg Exploration Company 37.500000%
Yates Petroleum Corporation 37.500000%
Unit Petroleum Company 23.953727%
Nautilus Ventures, II, a General .490196%

Partnership of which Coquina 0Oil
Corporation is General Partner,

Ernie Bello .033034%
Frances B. Bunn .033034%
J. W. Gendron .049551%
David Goodnow .033034%
Joseph R. Hodge .005506%
Sanford J. Hodge, III .005506%
E. H. Holden Testamentary Trust .016517%
Isaac A. Kawasaki .033034%
Betsy H. Keller .016517%
Charles Cline Moore .082586%
Estate of William Oliver .066069%
Adolph P. Schuman .033034%
Space Building Corporation .082586%
Fredrick Van Uranken .033034%
Yates Employees 87, Ltd. .033034%

100.000000%

IV. @il and Gas Leage Subject to this Agqreement:

Lease: State of New Mexico E-10167-3

Date: June 19, 1956

lL.essor: State of New Mexico

L.essee: L. C. Harris

Desc: INSOFAR AND ONLY INSOFAR as said lease covers the

SE/4 of Section 16, T-19-S, R-25-E, Eddy County,
New Mexico, limited to all depths below the San Andres
formation

V. Addressgses of Parties to this Agreement:

Nearburg Producing Company
%447 Glen Lakes Drive
Dallas, TX 75382-3085

Nearburg Exploration Company
5447 Glen Lakes Drive
Dallas, Texas 75382-3085

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

Unit Petroleum Company
P. O. Box 702500
Tulsa, Oklahoma 74170

Nautilus Ventures, II, a General
Partnership of which Coquina 0il
Corporation is General Partner,
P. O. Drawer 2960

Midland, Texas 79701

Ernie Bello
3325 Ala Akulikul
Honolulu. Hawaii 96818



Exhibit "A" - Page -2~

Addregges _of Parties to thig Agreement: continued

Mrs. Frances B. Bunn
2493 Makiki Heights
Honolulu, Hawaii 96822

J. W. Gendron
2989 Eucalyptus Hill
Santa Barbara, CA 93108

David Goodnow
230 Ridgefield Road
Wilton, Connecticut 06897

Joseph R. Hodge

c/o V. H. Zoller

First City Center, Suite 910
Midland, Texas 79701

Sanford J. Hodge, III

c/o V. H. Zoller

First City Center, Suite 910
Midland, Texas 79701

E. H. Holden Testamentary Trust
2524 Union Street
San Francisco, California 94123

Dr:. Isaac A. Kawasaki
1232 S. King Street
Honolulu, Hawaii 96814

Betsy H. Keller
2524 Union Street
San Francisco, California 94123

Charles Cline Moore
138 Harvard Avenue
Mill valley, California 94941

Estate of William Oliver
c/o Pat Fisher

P. O. Box 241

Dallas, Texas 75221

Adolph P. Schuman
2701 16th Street
San Francisco, California 94104

Space Building Corporation

250 Cape Highway

Route 44

East Taunton, Massachusetts 02718

Fredrick Van Uranken
665 5th Avenue, 10th Floor
New York, New York 10022

Yates Employees 87, Ltd.

105 Socuth Fourth Street
Artesia, New Mexico 88210

OPRAARROYOLS5 . EXA



3/ 16__‘“: Royalt‘y- On )GH‘E Lessce sha

TRA AT RNEYSD y
‘RS 88 REV. 10-15-73 OlL, GAS AND MINERAL LEASE

THIS AGREEMENT mads and entered into this __ day ol 19

by and between

bercinatter called ""Lemor’, whether one or more, and

bercinalier called *‘Lassce.
WITNESSETH; That, for snd in consideration of the sum of

Dallers (3 ____ ), receipt of which is bhereby scknowledged and of the i i i Leases
! . C royalties herei greem.
hs&rmdou"i ha‘l'eb{h grant, lans? nnii let exclusively unto e0, ila successors and lssipz:. all of lh: m\rliidru;:‘liu:hz;cnbedwg ‘:{, e harein contained
g eln..lo: ) pudrpcz:?l of expl onatoby goolagicsl, geophysicsi and all other metbods, snd af drilting, producing snd Dpcriuinx. -t' with any reversionary
nco:rherylo 31. gas and other hydrocarbons, and all olher minersls or substances, whether similar or dissimilar, that may be mdgc«'imlh iy el oot ine
on !:n ease: recnises, including primary, secondary, tectiary, - cycling, rre.s‘sqn maintenance methods ol teeover& snd all otha‘x. Tods o, 80y well °‘._mh'
of un owr:‘. with all incidental nghts thereto, and to establish and ulilize lacilities for surfsce and subsucfsce disposal of salt water, and to const aintai
remove rosdways, tanks, pgm:nu. electric power sud telephone lines, power stations, machinery and structures thereon, to produce, sto ::om roe alalsin sad
move all substances descril sbuve, aod the products therefrom, together with the right of ingress and cgress Lo ) ; fl:l I:n‘:sgg:‘(fw Mot god g

. and from ssid lund. T y lessed is alb-
uated in the County of Stale of and is described as fallows:

EXHIBIT "B"

Attached to and made a part of that certain

Operating Agreement dated May 19, 1995, by

and between Nearburg Producing Company, as

Operator, and Nearburg Exploration Company,

et al, as Non-Operators. -

This lease covers all of the land described above, including sny intereats herein that any signatory hereto sase
covers, and there is hercby grantad, leased and let, upon the same terms snd conditions :'.1 hE?eiD ?;t forth, ﬂluln:hd‘s sg:‘o?‘he‘::l‘l‘:rtgw:nd ér-cﬁim‘:l‘k;’d,{i::o“
sdiscent, contigucua, or a patt of the tract or tracta deacribed sbova, whetber such additional lands be owned or claimed by limitation, or olhnrwtny 0
fenced or unfenced, and whether such lsnds sre inside or oulside of the metes and bounds description set forth above, or ere in the named survey, or other sul ey ot
survays. The boous money paid for this leess is in gross, and not by the acre, and shall be effective to caover all su i 3 e Bl

. . - ¢ ch land irrespective of the aumber of scres too-
:{::x‘;dm:o“-u:' t::“"lt: Inm:’ lncludo_"i within this lease is estimated to comprise . acrea, whether sctually more or leas, and such lend is hersinatiar

TO HAVE AND TO HOLD the leased premises for a term of rs from the data hereof, hereinaflter called “*primary tarm'’, and
theresiler a3 oil, gus or other hydrocarboas, or othor minernls or leased substsnces, or eit Y P ¢y torm”, and a3 lo
VAL T oot SR Aot v unili:ed. 0 Y ¢ either or any of them, are produced from the leused premises or from lan

sn o;:lnsidf‘rnl(i)on ool‘ .lzeem.-h 'Il“dhl hereby sgreed as lct)lllowal: rod 3/16(’.[1
. Roya n Ol sha eliver to I.essor, at the well or to the credil ol lLessor in the pipeline to which th 21 i
other_liquid {qdmc..rbom produced and saved from the leased_ﬁumi:wa. or Leasee, at ils option, may Ft’:ueuy or sell suéhxilg@‘;; lzb‘:n?m:‘c'fdm' -%[':30' ::Ik il and
far oil or liquid hydrocerbons of like grade and gravity prevailing in the field on the day such il is run inta pipelines or ioto slorage ifﬁéfmt&r'n royally mﬁ-
eal in either case shull bear ity pmﬂoxllon of any expenses l'?; transportin ;l{ld treatin oi& to make i|( murketable as crude.

pay (o Lessor 83 royalty on gas, including casinghvad gas or other gaseons substances produced from said land and sold oa or
. of the net proceeds al the well reccived from the sale thereol, provided thet on gas used off the premises or b se0 §
gasoline or other producis therefrom, the royalty shall be the market value ut the werl of ‘k p s § Y fauses in the manafacture of

af t sed; undar -
tract, the price received bgu Lessea for such gas ahall be conclusively presumed lo be the net p J gaf%z- weﬁ or ﬁa‘%nlal:!kﬁn\?niuo{l*ic well J:)r tfx% ?dm%"

3. Royalty On Other Substances. [Leases shall pay to Lessor, as royalty onﬁ%subsunca covered by this lease other than oil and gas and the pmdu.c:a’?h:omi

;hwh iln.«:l::;:.-y‘llact to produce, save and market from the leased premises, 61%_ glc proceeds received by Lessee {rom the sale thereof after deducting the
¢ Shut - In Gas Royalty. 1f at any time, or frown time to time, either before or after the expirution ol the prim te f this loass,

the leused premises or on zndl with which the leased premises nr:hfooled or unitized sud which xiE capsble of rgduc;nr: inn:n;in‘ qumdu:‘a?wﬁa"ﬁ: :rhe‘l.l‘ 0&:

before or sfter production therefrom, such well shail conside. under wil” provisions of this lease as a well producing gas in paying quaatities snd this lesse

ahall remain in force in like msnner sa though gas therefrom waa actually being sold or used. ln mch event, Lesies covenanls snd sgrees to pay Lessor, as royalty,

the sum of Dollars (3 ) or th i -
ing on lhe date such well is actuslly sbut in, unless this leass is bein1 maintsined in force and eftect by some ather provision g::eo! in v:h‘i'ch :v‘:.n?Odm?i)m;:in:d
shall commence on the date this lease cosses to be maintained in full force snd effect by soma other pvaion hereot. Payment or tendsr shall be made o Laasor, or
depasited ta the credit of Lessor in the depusitory bank named in thiy leass. The lirst saymenl ahall be due sud payabls on or belore ninety (50) days sfter the date
such well is shut in, or pinety (90) daye from the dats this lease ceases to be msintained in force by some other provision hereol. Unleea gsa from such well is pro-
duced snd sold or used prior thersto, except temporsry sales, or use for lease operations, subsequent paymeats &Elu be due annually therssiter on the annjversary
date of the peciod lor which such prior paymeat was made. No additionsl paymenla shall be required ii there ia more than one shut-in ges well oa the leased premises
or oo lunds with which the lsased premises are \)ooled or unitized. The term ‘‘gas well'’ shall ‘include wells capable of produciag natursl gus, condenssts, or sany
grsoous subutance, aod wells classified as gus welly by any governmental suthodity having jurisdiction.

8. Dalay Rental. H operstions for dnilling or mining on the lessed premises, or on ds with which the leased premises are pooled or unitized, ere not com-

menced on or before one (1) year from the dala of this lesse, ss set forth sbove, this lease shall terninate as to both parties unless on or belore oue (1) year framn
the date of this leass, Lesace shall pay or tender o the Lessor s reantal ol

Dollary (3 _ ), which shall cover the privilege of deferring commencement of such drilling or mining operstion for s period of twelve (12) months
from the expiration of said one (1) year period. In like manaer and upou like psyments or tenders annually, the commeacement of such operations may be daferred for
successive periods of the same number of moaths, during the primsry term. Paymnents or tenders way be made to the Lessor or ta the Lessoi’s in

Bank at . which bank or sny auccessor
thereol shall continue to ba (he sgent for the T.essor and the Leszor's successors and sasigne. If such bank or any successor thereof ahall (sil, liquidats, or be succeed-
od by anouther bank, or lor any reason fail or refuss to sccept rental, the rental paying date for n{:{ yeur shall be sxtended until tha expiration of thirty (30) days afles
1eysor shall have delivered lo lessee s recordable instr t making provisi or another method of payment o¢ tender and eay depository charge shall be the Ua-
bility of the Lessor. The payment oc teader of rental may be made by check or draft of Lesseo, muiled or delivered to ssid benk or Lessor, or to sny Leasor il more
&m one, onto{hl?df” the rents) paying data. Mailing of rental on or beforp the rentul psying date shull be deemed a timely tendar (hereot and shsll preclude the

rminstion cf this lease. -

8. Drilling Operations. 1 Lessos sbould drill and sbandon as a diy hole a wall on the leased premises, or if sfter the discovery of oil, gus or ather minerals,
the production I.g:m! should cosse from sny cause, and, in either event, thers are no other producing wells on the leased premises or on lands with which they sre
pooled or unitized, or drilling or reworking operations ars not being conducted tbereon, this leuse shall not terminate il Lesses commences reworking or sdditional
drilliog operations on the leased premises within sixly (60) days theresfter or, il it be within the primary term, Lessss commences or resumea the psycsnt or tender
ol sentsls or commences operstions for drilling or nwurkin:g on or before the renlal paying dale next ensuing sfter the expiration of mnet{ (90) days from the dale
of such aband t or tion of production. 1f such sbandonment or cessation of production occurs at any time during the last fifteen (16} montha ol the primary
term, no renlal payment or drilling operstivns are necessary to keep the lesse in force duriug e remainder of the primary term, If, sl the expiration of the primary
term. oil, gas or other sminersls are not being produced from the leased premises or from lands with which the leased premises ars pooled or unitized, but Lesses ia
then engaged in operations for drilling or raworking of sny well, this lesse shall remain in force s0 long as such drilling or reworking operations are prodecuted, or
reworking operations on sny well or addilional drilling operations are conducled on the lessed premises, or on lands pooled or unitized therewith, with no ceasation of
more than sisly (60) consecutive days, and il any such operstions result in production then as long theresfter as such production continues.

7. Pooling. [4asce is hereby granted the right, st suy time and (rom ume to time, whether belore or after production, to pool this lesse for the production of
oil, gas or condensale, or say o¢ either of them, as lo the land covered bereby, or any zone or portion thereol, or as to any mineral or royalty interest therein
with any other lease covering the above described land, or lands u.B'acem. contiguous, sdjoining, or In the inmediats vicinity thereof, or as to sny zone or portion of
said lease or any mineral or roysily interest therein. Such pooling shall be into & unit or units unot exceeding lorty (40} acres Ilun an acreage tolerance of ten percual
(10%) thereof for cil, snd uoita not exceeding six bundred forty (640) ucres each plus an acreuge lolerance of teo percent (10%) thereol for gas, provided that, should

ovarnmenisl suthorify having jurisdiction prescribe or permit the creation of any drilling, spacing or proration units larger thun thoss specilied above, such unils may

created ot enlarged to con!onn in size to the drilling or -p-clnq units so prescribed or permitied or to the proration units sa may be suthorized for oblaining the
maxi liowabls producti rom ove well. mey the acreage of interests above described, or eny portion thereof, as shove provided, ss to oil,
or gas in soy one of mors zoues, snd unita so formed n..m‘ conform in sizs or area with the unit or unils inlo which the leass is pooled, of combined as to say
olher zone, and oil units need not conform as 0 wrea wilh gas units. Such pooling shall be effected by the liling by Lewmses of a written designation, in the county, o¥
counties, in which the premises sre locatsd, identitying snd describing the paoled uait. The productioa of oil, gas or condensats from sny zone or portion of the land s
pooled and the development and operstion on such land, including (ha {, dritling, completion and operation of & well b , or the exist th of &
shut-in gas well, uhAle- considered and construed and shall hava the same effect, axcept for the payment of roysity, sa production, d P ¢ sad operati or the
sxistence of s shut-in gss well on the leased premises, regardiess of the location ot the well on the unit. Production from any unit well producing oil, gssa or conden-
sale shall be sllocated o the leased pumlu-gn the proportion that the acreage of the leased premisea includad within the units bears to the lotal acreage in the unit, snd
the soyslty provided for harein shall be cslculsied on the portion of the pm‘ﬁlcﬁoﬂ 1 allocaled. The roysity so payabls on silocated production ehall be i Liw of soy
other royalty that would sccrue to Lessor from the production of oil, ge3 or condensals from sny zone or portiva af the leased premises included within the unlt. 8bu
in gss roy. 3’1 with rewpect to unit shut-in gas wells, shall be myn‘:lc in accordance with the provisions and in the mmount set forth in this lease. In the event an
unit well shall fail o produce oil, gas or d ta in puyint, aantitics, or in the event the production from sny such well shall cesso, Lesses may tarminate the unit
by filing for record, in the county, or counties where the land la situsted, s writien decleration of such termination. i

8. Uss O) Oil, Gas And Water For Operations. Kcoses shall have the free use of oil. gas and water from the leasod prenises, excepl watet from Lessor’s
wells and tanks, for all operstions bersunder, and the royslty on cil snd gas shall be compuled after deduc the smount so used.

"lhf‘lmud [1]] qu'%muu. lh‘:ro du':hltlh h.v.h‘lh.:‘ ﬁ{lhdx:‘ nnyd time during o:i after the expiration of leass, (o remove all property and fistures placed
on sased pramises by Leases, 1 e w snd remove casing.

10. Aul’cnmsut Or Changs Of meuhfp. s tighta of either psrty hareunder may be assigned in whols or in pert snd the provisions hereof shall ex-
tad to the heirs, szeculors, administraiors, , an i but no change or division in ownership of the land, ventsls or roysltes, however socumplished,
shall rats o sclargs the obligstions or diminish the rights of Lesses. No changs or division in the ownership of the land, rentals or royalities, bawever sccomplish-
o, -h?il. be binding upon Lesses for sny purpose and not lmpair the effectivencas of any paywent therstofors mads by Lessss (irrespective of whather Lesses has
sither sctusl or cogstructive knowledge thereof) until si (60) days siler such person acquiring any laterest has lumished Lomsss with the inetn t or s
or cerdfisd ocopies thessof, cunlﬂludn&hh chain of titls trom the originsl Lessor. In the event of an sssigument of this lesse s to & segregated portion of the land
covered by this lesss, the rentsls paysble hereunder shall be spportoned as between the severs! lessshold . ralably, ng to the area of sach, and &
defsull in rental pryment by one shsll Dot stfect tha rights of other lesschold owners hereunder who make dus payments of rentals. An amignmeat of this leass,
Ia whole or in psit, shell, (o the extent ol such ase t, relleve and arge Lesses of sll cbligations hersunder.

11, Force Majeurs. Lesses shall pot be liable for any dolc‘y: o its performance of sny covenant or condition hersunder, sxpress or implied. ot for ‘nhln:‘
partial 32 (1% t dus lo force majeure. Ths term “‘force mejeure’™, ss used hercin, shall mean any circumstance or any condition beyond the con
of Lasses, including but pot limited to scts of and i of the el ts; scis of the puhiic enesny; suikes; lockouts; sccidents; laws, acts, nules, regulations
and orders of fledersl, siate or municipal governments, or oificsrs or agents thereof; failurs of transportation; ot the sxhsustion, uns ility, or delays in delivery,
of sny product, labor, service or material. 1! Leases is i cease drilling or rewotking or producing opersdons oo Loased premiises lom{“:lhun.
until ‘such time a8 force wmajsure is terminated .'ﬁ for a period of ninety (90) days sfler such hnni:n\on, each and mrﬂ panog ol this }hu might
operate fo terminale il shall be suspended and this loase sball continue in full fosce and effect during such suspension period. say p of susp
during tha primary tecu, the time thereof shull be added to such ferm,
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COPAS - 1984 - ONSHORE

Recommended by the Coundil
hrgfitll 601, soxeco of Petroleum Accountonts

EXHIBIT e

Attached to and made a part of _that certain Operating Agreement dated May 19, 1995, by and
between Nearburg Producing Company, as Operator, and Nearburg Exploration Company et al,

as Non-Operators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Delinitions

“Joint Pro(s)erty" shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

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

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

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

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

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2. Statement and Billings

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

3. Advances and Payments by Non-Operators

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation within fifteen (16) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made
Texas Commerce

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at T
5 __ on the first day of the month in which delinquency occurs plus=1%-or the maximum

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed

period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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6.  Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera-
tor’s accounts and records relating Lo the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will resull in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit.

B. The Operator shall reply in writing o an audit report within 180 days after receipt of such report.
6. Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting Procedure and if the agreement to which this Accounting Procedure is atlached contains no contrary provisions
in regard thereto, Operator shall notify all Non-Operators of the Operalor’s proposal, and the agreement or approval of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1. Ecological and Environmental
Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfly environ-
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable laws and regulations.

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

3. Labor

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

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

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

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly emi)loyed
'T the operation of the Joint Property if such charges are excluded from the overhead rates,Which shall
og:lggie t sa(lzggiesl 323 wage?\ gf %rofesijotzal emﬁal?&egﬁ a'isogiat d, with the sale

B. Opera B Eosfh o?iﬁay, vacgﬁo}x, 3ekfER ahR U m’ty"[)% fits 36 ohiter ) f‘arir‘iﬂ LE séﬁgﬁf‘m employees

whose salaries and wages are chargeable to the Joint Aceount under Paragraph 3A of this Section I1. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of

salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section IL. If percentage assessment
is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section II.

4. Employee Benefits
Operator's current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint

Account under Paragraphs 3A and 3B of this Section II shall be Operator's actual cost not to exceed the percent most recent-
ly recomménded by the Council of Petroleum Accountants Societies.

6. Malterial

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

6. Transportiation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Accgunt for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.
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B. 1f surplus Malerial is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance grealer than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available
when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most
recently recommended by the Council of Petroleum Accountants Societies.

7. Services

The cost of contract services, equipment and utililies provided by outside sources, except services excluded by Paragraph
10 of Section 11 and Paragraph i, ii, and iii, of Section 111. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

8. Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint. Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rales shall include costs of maintenance, repairs, other operating expense,
insurance, taxes, depreciation, and inlerest on gross investment less accumulaled depreciation not to exceed

_ pereentrE=====2%) per annum. Such rates shall not exceed average commercial rales currently pre-
vailing in the immediale area of the Joint Property.

B. Inlieu of charges in paragraph 8A above, Operalor may elect to use average commercial rates prevailing in the immedi-
ate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates published by the
Petroleum Motor Transport Association. )

9. Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Properly made necessary because of damages or losses
incurred by fire, {lood, storm, theft, accident, or other cause, except those resulting from Operator’s gross negligence or
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operator.

10. Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect
or recover the Joint Property, cteecepithetno-eharpe-for-services-of-Operatoro-lepal-statf-onfeesorenpense-of-outside-nttor-

11. Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operalion thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

12. Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker’s Compensation and/
or Employers Liability under the respective state's laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a charge at Operator’s cost nol to exceed manual rates.

13. Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

14. Communications

Co_st of acquirip.g.. leasing, installing, operating, repairing and maintaining communication systems, including radio and
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section I1.

156. Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section 111 and which

gof direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
perations.

*prime rate of Interest in effect at Texas Commerce Bank of Dallas, Texas, on the first
day of the month in which usage occurs plus two percent (2%).
-9-
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III. OVERHEAD

1. Overhead - Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warehousing costs, Qperator shall charge drilling
and producing operations on either:

{ x) Fixed Rale Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section 1. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section I1I unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services
and contract services of technical personnel directly employed on the Joint Property:

{ ) shall be covered by the overhead rates, or
( x) shall not be covered by the overhead rates.

ili. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in

the operation of the Joint Property; including the costs and expenses of Erofessional employees
associated with and employed for the sale of gas and/or casinghead gas from any well

() shall be covered by the overhead rates, or located on the Contract Area.
{ x) shall not be covered by the overhead rates.
A. Overhead - Fixed Rate Basis

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

Drilling Well Rate $ _2,440
(Prorated for less than a full month)

Producing Well Rate $ __540

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

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through date of rig
or other unit release, except that no charge shall be made during suspension of operations for fifteen
(15) or more consecutive calendar days.

(b) Producing Well Rales

(1) An active well either produced or injected into for any portion of the month shall be considered aé a one-
well charge for the entire month.

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a separate well by the govern-
ing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be considered as a one-well charge providing the gas well is directly connected to a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com-
pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies.

(6) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-
able, transferred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur-
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics

Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment.

B. Overhead - Percentage Basis

(1)} Operator shall charge the Joint Account at the following rates:

4-




Hiy

Percent ( %) of the cost of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section Il and all salvage credits.

(a) Development

(b) Operating

Percent ( %) of the cost of operating the Joint Property exclusive of costs provided under

Paragraphs 2 and 10 of Section 11, all salvage credits, the value of injected substances purchased for secondary
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and
to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section 111, development
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construection as
defined in Paragraph 2 of this Section I11. All other costs shall be considered as operating.

2. Overhead - Major Construction
To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
Account for overhead based on the following rates for any Major Construction project inexcessof §
A 1.5 _ %offirst $100,000 or total cost if less, plus
B. 5.0 % of costs in excess of $100,000 but less than $1,000,000, plus
C. 2.5 _ %of costs in excess of $1,000,000.
Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

project shall not be treated separately and the cost of drilling and workever wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead

To compensate Operator for overliead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:

A. 1.5 % of total costs through $100,000; plus
B.__ 5.0 % of total costs in excess of $100,000 but less than $1,000,000; plus
C.__ 2.5 _ %of total costs in excess of $1,000,000.

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
sions of this Section 11! shall apply.

4., Amendment of Rates

The overhead rates provided for in this Section [1I may be amended from time to time only by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

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

Operator is rfesponsible_for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator’s
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders.
Opera.tor may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of

Material. found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

2.  Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Pro i
; y | perty or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts: P
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A. New Material (Condition A)
(1) Tubular Goods Other than Line Pipe

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of dale of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate

may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown,
Ohio.

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in

Paragraph 2.A.(1Xa). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field
Haulers Association interstate truck rate shall be used.

(¢) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.0.b. Houston,
Texas, plus transportation cost, using Oil FField Haulers Association interstate 30,000 pound truck rate, to
the railway receiving point nearest the Joint Property.

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.b.
the supplier plus transportation costs, using the Qil Field Haulers Association interstate truck rate per weight
of tubing transferred, to the railway receiving point nearest the Joint Property.

(2) Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided above. Freight
charges shall be calculated from Lorain, Ohio.

(b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.(1)(a) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(¢) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.0.b. the point of manufacture

at current new published prices plus transportation cost to the railway receiving point nearest the Joint
Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway
receiving point nearest the Joint Property.

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B. Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property

At %&%&%&%f& current new price, as determined by Paragraph A.

(2) Material used on and moved from the Joint Property

elghty, percent %
(a) At M&Ey-yfngwmt(#%gg o? current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as new Material or

(b) At sixty-five percent (656%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as used Material.

(3) Material not used on and moved from the Joint Property
At %%mg&%%ﬁgmf current new price as determined by Paragraph A.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until after recon-

ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall bp_charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.
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Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prier approval of Non-Operators.

(2) Condition D

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines,
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

(8) Condition E

Junk shall be priced at prevailing prices. Operator may dispose of Condition £ Material under procedures nor-
mally utilized by Operator without prior approval of Non-Operators.

D. Obsolete Material

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

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (26¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section 11, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down price of
new Material.

3. Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

4.  Warranty of Material Furnished By Operalor

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

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.
1. Periodic Inventories, Notice and Representation

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

2. Reconciliation and Adjustment of Inventories

*
Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made/within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.

3. Special Inventories

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

4. Expense of Conducting Inventories

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

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.

*at the expense of the party(s) causing such inventory to occur

-




EXHIBIT "D

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
! AGREEMENT DATED THE 19TH DAY OF MAY, 1995, BY AND
BETWEEN NEARBURG PRODUCING COMPANY, AS OPERATOR, AND
NEARBURG EXPLORATION COMPANY, ET Al,, AS NON-OPERATORS

INSURANCE

Operator shall carry insurance for the benefit of the joint account covering
Operator's operations upon the Unit Area subject to the Operating Agreement to
which this Exhibit "D" is attached as follows:

(a) Workmen's compensation insurance in accordance with the requirements of the
laws of the State or States where work is conducted and employers liability
insurance of Five Hundred Thousand Dollars (5$500,000.00) bodily injury by
accident and Five Hundred Thousand Dollars ($500,000.00) bodily injury by disease
per employee, with a policy limit of Five Hundred Thousand Dollars ($500,000.00)
for bodily injury by disease.

(b) Public liability insurance with limits of One Million Dollars ($1,000,000)
as to any one person, and One Million Dollars ($1,000,000) as to any one
occurrence.

(c) Automobile public liability insurance with a combined single limit of up to
One Million Dollars ($1,000,000) per accident.

(d) Umbrella catastrophe liability of Ten Million Dollars ($10,000,000) each
occurrence and Ten Million Dollars ($10,000,000) aggregate.

Each policy of insurance issued pursuant to the provisions of (a), (b), (c¢) or
(d) of this section shall provide by endorsement or otherwise that the provisions
of the policy are extended to cover the interest of the Non-Operator for whom the
assured is acting as Operator, agent, or contractor under contract, but only with
respect to operations conducted by named assured, and shall charge the premiums
for all such insurance to the joint account.

Operator carries Control of Well Insurance covering his proportionate share of
expensges involved in controlling a blowout, the expense of redrilling and certain
other related costs. Coverage under this insurance is available to non-operating
working interest owners. Such insurance is optional, however, and if not
rejected by the non-operating working interest owners prior to spud date, they
will be billed accordingly. Any working interest owner rejecting above coverage
shall be responsible for his proportionate share of such loss, anything in this
agreement to the contrary notwithstanding.

Operator shall furnish, upon request, to Non-Operators a certificate covering
each policy of insurance issued pursuant to this section.



EXHIBIT "E"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 19TH DAY OF MAY, 1995 BY AND BETWEEN
NEARBURG PRODUCING COMPANY, AS OPERATOR, AND NEARBURG
EXPLORATION COMPANY, ET AL, AS NON-OPERATORS

GAS BALANCING AGREEMENT

During the period or periods when any party hereto has no market for, or such
party's purchaser is unable to take, or if any party fails to take its share of
gas, the other parties shall be entitled to produce, take and deliver each month
one hundred percent of the allowable gas production assigned to the unit area by
the appropriate governmental entity having jurisdiction, and each of such parties
shall be entitled to take its pro-rata share of such production. All parties
hereto shall share in and own the condensate recovered at the surface in
accordance with their respective interests, but each party taking such gas shall
own all of the gas delivered to its purchaser.

Each party unable to market its full share of the gas produced shall be credited
with underproduction equal to its share of the gas produced, less its share of
gas taken or sold, used in lease operations, vented or lost. Operator shall
maintain a current account of the gas balance between the parties and shall
furnish all parties hereto annual statements showing the total quantity of gas
produced, taken or sold, used in lease operations, vented or lost, and the total
quantity of condensate recovered. After seventy two (72) hours prior notice to
Operator, any party may begin taking or delivering its share of the gas produced.

In addition to its share, each underproduced party, until it has recovered its
underproduction and balanced its gas account, shall be entitled to take or
deliver a volume of gas equal to twenty-five percent (25%) of each overproduced
party's share of gas produced. If more than one party is entitled to take
additional gas, they shall divide such additional gas in proportion to their unit
participation.

It is recognized that the purpose of this Provision is to permit any party not
marketing or taking its share of current gas production to defer its production
from the reservoir and permit the other party or parties to pass clear title to
all gas which is marketed or taken on a current basis. Therefore, in the event
production of gas permanently ceases prior to the time that the accounts of the
parties have been balanced, the complete balancing shall be made based upon the
price actually received by each overproduced party for gas produced and sold in
excess of its share, such gas being the last volumes produced from such well or
wells.

Each party producing and taking gas shall pay any and all production taxes due
on such gas. At all times while gas is produced from the contract area, each
party hereto, while producing, taking or delivering any gas to a purchaser, shall
pay or cause to be paid, all royalties due on the gas produced, taken or
delivered to a purchaser. Such royalty payments shall be paid to all royalty
owners in the well spaced unit of the well being produced and shall be for each
royalty owner's proportionate share of the royalty due on the production.

If, after one (1) year from the date of first sales and on a quarterly basis
thereafter, an out-of-balance condition exists because of any party's inability
or failure to take or deliver its share of production, then at the election of
either the over-balanced party or the under-balanced party, either may require
a cash balancing. The price basis for a cash-balancing pursuant to terms of this
paragraph shall be the lower of either the over-balanced party's or parties’
average price received during the period for which the cash balancing covers or
the under-balanced party's or parties' average gas purchase contract price for
such period. 1In the event an under-balanced party does not have a gas purchase
contract, the price basis shall be the average price received by the
over-balanced party or parties. This option may be exercised quarterly by either
party during the thirty day period immediately following the quarterly
anniversary of the date of first sales of gas by the first party selling any gas
from the well.



EXHIBIT "F"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 19TH DAY OF MAY, 1995, BETWEEN
NEARBURG PRODUCING COMPANY, AS OPERATOR, AND NEARBURG
EXPLORATION COMPANY, ET AL, AS NON-OPERATORS

NOTICE OF JOINT OPERATING AGREEMENT, LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT

STATE OF NEW MEXICO

[T R A7

COUNTY OF EDDY

WHEREAS, A Joint Operating Agreement dated May 19, 1995, has been entered
into between Nearburg Producing Company, as Operator,and the undersigned parties,
as Non-Operators, with respect to the exploration, development and operation of
their Working Interest and Mineral Interest, insofar as said interests pertain
to the following described land (hereinafter called "Contract Area") in Eddy
County, New Mexico, to wit:

The Southeast Quarter (SE/4) of Section 16, T-19-S, R-25-E.

AND, WHEREAS the said Operating Agreement provides in part that the parties
hereto have granted certain liens and security interests in the above referenced
property, fixtures and production located thereon or produced therefrom, to wit:

"Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon it oil and gas
rights in the Contract Area, and a security interest in its share of
oil and/or gas when extracted and its interest in all equipment, to
secure payment of its share of expense, together with interest
thereon at a rate provided in Exhibit "C" to the above referenced
Operating Agreement. To the extent that Operator has a security
interest under the Uniform Commercial Code of the state, Operator
shall be entitled to exercise the rights and remedies of a secured
party under the Code. The bringing of a suit and the obtaining of
judgment by Operator for the secured indebtedness shall not be
deemed as election of remedies or otherwise affect the lien rights
or security interest as security for the payment thereof. In
addition, upon default by any Non-Operator in the payment of its
share of expense, Operator shall have the right, without prejudice
to other rights or remedies, to collect from the purchaser the
proceeds from the sale of such Non-Operator's share of oil and/or
gas until the amount owed by such Non-Operator, plus interest, has
been paid. Each purchaser shall be entitled to rely upon Operator's
written statement concerning the amount of any default. Operator
grants a like lien and security interest to the Non-Operators to
secure payment of Operator's proportionate share of expense."

WHEREAS, it is the intent of the parties to give third parties notice of
this instrument by filing same in the records of Eddy County, New Mexico.

NOW, THEREFORE, the undersigned parties do hereby grant to each other those
rights described in said Agreement regarding liens priority and security
interests upon the property described above insofar as said parties' property is
covered by the terms of the Joint Operating Agreement outlined herein.

Operator and Non-Operator agree that a carbon, photograph or other
reproduction of this Notice shall be sufficient as a financing statement.

For the purpose of filing this Notice of Joint Operating Agreement Lien,
Security Interests and Financing Statement as a financing statement, the mailing
address of secured parties and debtor are set forth on the signature page
attached hereto.

ATTENTION OF RECORDING OFFICE: This instrument gives notice of and grants
liens and security interests to both Operator and Non-Operators. Operator is both
a secured party and a debtor. Non-operators are both a secured party and debtor.
This Notice. as a financina statement. should be indexed accordinalv.




EXHIBIT "F"

NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
PAGE -2-

The original of the Operating Agreement herein referenced, or a copy
thereof, is maintained at Operator's office at P. O Box 823085, Dallas, Texas
75382-3085.

This instrument may be executed in multi-counterparts, no one of which need
be executed by all parties hereto and the same shall be binding upon those
parties, as well as their successors and assigns, who execute same, whether or
not all named parties join in execution hereof. Counterparts thus executed shall
together constitute but one and the same instrument. In the interest of
facilitating, filing or . recording this instrument thus executed in
multi-counterparts, each executing party hereby authorizes removal of signature
and acknowledgement pages and reassembly of the same into a single document
composed of one copy of the substantive portions of this instrument attached to
multiple, separately executed signature and acknowledgement pages.

This Agreement shall be effective the 1st day of May, 1995.

OPERATOR

NEARBURZ PRODWANY
P. O. Box 823085 By: {/.

Dallas, Texas 75382 -

//V
Joe E.'Fitzgerald
Type or Print Nam

Title:__Senior Landman

Date:_ May 19, 1995

Tax ID or SS No.__74-1666262

NON-OPERATORS

} NEARBURG(fiE;ORATION CO”P
P. O. Box 823085 By: //MW}/

Dallas, Texas 75382

Robert G. Shelton
Type or Print Name

Title:__Attorney-in-Fact

Date:___May 19, 1995

Tax ID or SS No. 462-80-5563

ATTEST OR WITNESS YATES PETROLEUM CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS UNIT PETROLEUM COMPANY

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
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ATTEST OR WITNESS NAUTILUS VENTURES, II, a General
Partnership of which Coquina 0il
Corporation is General Partner

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Ernie Bello

Date

Tax ID or SS No.

ATTEST OR WITNESS

Frances B. Bunn

Date

Tax ID or SS No.

ATTEST OR WITNESS

J. W. Gendron

Date

Tax ID or SS No.

ATTEST OR WITNESS

David Goodnow

Date

Tax ID or SS No.

ATTEST OR WITNESS

Joseph R. Hodge

Date

Tax ID or SS No.

ATTEST OR WITNESS

Sanford J. Hodge, III

Date

Tax ID or SS No.

ATTEST OR WITNESS E. H. HOLDEN TESTAMENTARY TRUST

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT

PAGE -4~

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

Isaac A. Kawasaki

Date

Tax ID or SS No.

Betsy H. Keller

Date

Tax ID or SS No.

Charlies Cline Moore

Date

Tax ID or SS No.

ESTATE OF WILLIAM OLIVER

By:

Type or Print Name

Title

Date

Tax ID or SS No.

Adolph P. Schuman

Date

Tax ID or SS No.

SPACE BUILDING CORPORATION

By:

ATTEST OR WITNESS

Type or Print Name

Title

Date

Tax ID or SS No.

Fredrick Van Uranken

Date

Tax ID or SS No.
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ATTEST OR WITNESS YATES EMPLOYEES 87, LTD.
By:
Type or Print Name
Title
Date
Tax ID or SS No.

ACKNOWLEDGEMENTS
STATE OF TEXAS §
COUNTY OF MIDLAND g

The foregoing instrument was acknowledged before me on the 19th day of May,
1995, by Joe E. Fitzgerald, Senior Landman of NEARBURG PRODUCING CQMPANY, a Texas
corporation, on behalf of said corporation.

PO

KAYE H. GASSIE §
NOTARY PUBLIC

State of Texas
Comm. Exp. 11-06-97

WS

ot i
of Texas

r R ERY

STATE OF TEXAS §
§
COUNTY OF MIDLAND §

This instrument was acknowledged before me on the 19th day of May, 1995,
by ROBERT G. SHELTON, as Attorney-in-Fact for NEARBURG EXPLORATION COMPANY, a
sole proprietorship, on behalf of said sole proprietorship.

7

Not\qry Public, State of Texas

SRS TSR AAAPPPPAN P
KAYE H. GASSIE
NOTARY PUBLIC

State of Texas
Carmm. Exp. 11-06-97

WA NV

v o o o o o oY

STATE OF NEW MEXICO §
§
COUNTY OF CHAVES S
The foregoing instrument was acknowledged before me on the day of
s 1995, by as of
YATES PETROLEUM CORPORATION, a corporation, on behalf of

said corporation.

Notary Public, State of New Mexico

STATE OF OKLAHOMA §
§
COUNTY OF TULSA §
The foregoing instrument was acknowledged before me on the day of
¢ 1995, by as of
UNIT PETROLEUM COMPANY, a corporation, on behalf of said

corporation.

Notary Public, State of Oklahoma
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STATE OF TEXAS §
)
COUNTY OF MIDLAND §
The foregoing instrument was acknowledged before me on this the day
of , 1995, by , as of

Nautilus Ventures, II, a General Partnership, on behalf of such Partnership.

Notary Public, State of Texas

STATE OF HAWAII s
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of . 1995, by Ernie Bello.

Notary Public, State of Hawaii

STATE OF HAWAII §
s
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of . 1995, by Frances B. Bunn.

Notary Public, State of Hawaii

STATE OF CALIFORNIA s
§
COUNTY OF $

The foregoing instrument was acknowledged before me on this the
day of , 1995, by J. W. Gendron.

Notary Public, State of California

STATE OF CONNECTICUT S

n W

COUNTY OF

The foregoing instrument was acknowledged before me on this the
day of s 1995, by David Goodnow.

Notary Public, State of Connecticnut
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STATE OF TEXAS §
§

COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me on this the
day of . 1995, by Joseph R. Hodge.

Notary Public, State of Texas

STATE OF TEXAS s
5
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the
day of r 1995, by Sanford J. Hodge.

Notary Public, State of Texas

STATE OF CALIFORNIA §
§
COUNTY OF s

The foregoing instrument was acknowledged before me on this the

day of , 1995, by , as Trustee of the E.

GOLDEN TESTAMENTARY TRUST, on behalf of guch Trust.

Notary Public, State of California

STATE OF HAWAII S
s
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Isaac A. Kawasaki.

Notary Public, State of Hawall

STATE OF CALIFORNIA $
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of ¢ 1995, by Betsy H. Keller.

Notary Public, State of california
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STATE OF CALIFORNIA L3
§

COUNTY OF s

The foregoing instrument was acknowledged before me on this the
day of « 1995, by Charles Cline Moore.

Notary Public, State of California

STATE OF TEXAS S
§
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by , as of
the Estate of William Oliver.

Notary Public, State of Texas

STATE OF CALIFORNIA s
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of ¢ 1995, by Adolph P. Schuman.

Notary Public, State of California

STATE OF MASSACHUSETTS §

s
COUNTY OF §
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
SPACE BUILDING CORPORATION, a corporation, on behalf of
said corporation.
Notary Public, State of Massachusetts
STATE OF NEW YORK S
S
COUNTY OF NEW YORK s

The foregoing instrument was acknowledged before me on this the
day of + 1995, by Fredrick Van Uranken.

Notary Public. State Af Man VAl
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STATE OF NEW MEXICO s
§
COUNTY OF S
The foregoing instrument was acknowledged before me on this the
day of _ , 1995, by , as of
YATES EMPLOYEES 87, LTD., a +» on behalf of such

.

Notary Public, State of New Mexico

OPR\ARROYO16. EXF
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The original of the Operating Agreement herein referenced, or a copy
thereof, is maintained at Operator's office at P. O Box 823085, Dallas, Texas
75382-3085.

This instrument may be executed in multi-counterparts, no one of which need
be executed by all parties hereto and the same shall be binding upon those
parties, as well as their successors and assigns, who execute same, whether or
not all named parties join in execution hereof. Counterparts thus executed shall
together constitute but one and the same instrument. In the interest of
facilitating, filing or . recording this instrument thus executed in
multi-counterparts, each executing party hereby authorizes removal of signature
and acknowledgement pages and reassembly of the same into a single document
composed of one copy of the substantive portione of this instrument attached to
multiple, separately executed signature and acknowledgement pages.

This Agreement shall be effective the 1lst day of May, 1995.

OPERATOR

P. O. Box 823085 By.% m

Dallas, Texas 75382

Joe E, Fitz rald
Type or Print Name

Title:__Senior Landman

Date:___May 19, 1995

Tax ID or SS No._ 74-1666262

NON-OPERATORS

NEARBURG EXPLORATION COMPANY

P. 0. Box 823085 By: /%//(//%Qr"‘“

Dallas, Texas 75382

Robert G, Shelton
Type or Print Name

Title: Attorney-in-Fact

Date:__May 19, 1995

Tax ID or SS No._ 462-80-5563

ATTEST OR WITNESS YATES PETROLEUM CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS UNIT PETROLEUM COMPANY

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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ATTEST OR WITNESS NAUTILUS VENTURES, II, a General
Partnership of which Coquina 0il
Corporation is General Partner

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Ernie Bello

Date

Tax ID or SS No.

ATTEST OR WITNESS

Frances B. Bunn

Date

Tax ID or SS No.

ATTEST OR WITNESS

J. W. Gendron

Date

Tax ID or SS No.

ATTEST OR WITNESS

DPavid Goodnow

Date

Tax ID or SS No.

ATTEST OR WITNESS

Joseph R. Hodge

Date

Tax ID or SS No.

ATTEST OR WITNESS

Sanford J. Hodge, III

Date

Tax ID or SS No.

ATTEST OR WITNESS E. H. HOLDEN TESTAMENTARY TRUST

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

ATTEST OR WITNESS

Isaac A. Kawasaki

Date

Tax ID or SS No.

Betsy H. Keller

Date

Tax ID or SS No.

Charles Cline Moore

Date

Tax ID or SS No.

ESTATE OF WILLIAM OLIVER

By:

Type or Print Name

Title

Date

Tax ID or SS No.

Adolph P. Schuman

Date

Tax ID or SS No.

SPACE BUILDING CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

Fredrick Van Uranken

Date

Tax ID or SS No.
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ATTEST OR WITNESS YATES EMPLOYEES 87, LTD.
By:
Type or Print Name
Title
Date
Tax ID or SS No.

ACKNOWLEDGEMENTS
STATE OF TEXAS s
COUNTY OF MIDLAND g

The foregoing instrument was acknowledged before me on the 19th day of May,
1995, by Joe E. Fitzgerald, Senior Landman of NEARBURG PRODUCING COMPANY, a Texas
corporation, on behalf of said corporation.

Notary Public, State of Texas

STATE OF TEXAS s
§
COUNTY OF MIDLAND §

This ins®rument was acknowledged before me on the 19th day of May, 1995,
by ROBERT G. SHELTON, as Attorney-in-Fact for NEARRBURG EXPLORATION COMPANY, a
sole proprietorship, on behalf of said sole proprietorship.

Notary Public, State of Texas

STATE OF NEW MEXICO §
§
COUNTY OF CHAVES §
The foregoing instrument was acknowledged before me on the day of
¢« 1995, by as of
YATES PETROLEUM CORPORATION, a corporation, on behalf of

sald corporation.

Notary Public, State of New Mexico

STATE OF OKLAHOMA §
§
COUNTY OF TULSA s
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
UNIT PETROLEUM COMPANY, a corporation, on behalf of said

corporation.

Notary Public., State of Oklahama
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STATE OF TEXAS §
§
COUNTY OF MIDLAND s
The foregoing instrument was acknowledged before me on this the day
of , 1995, by , as of

Nautilus Ventures, II, a General Partnership, on behalf of such Partnership.

Notary Public, State of Texas

STATE OF HAWAII §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Ernie Bello.

Notary Public, State of Hawaili

STATE OF HAWAII §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Frances B. Bunn.

Notary Public, State of Hawaii

STATE OF CALIFORNIA

COUNTY OF

W

The foregoing instrument was acknowledged before me on this the
day of , 1995, by J. W. Gendron.

Notary Public, State of California

STATE OF CONNECTICUT §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by David Goodnow.

Notarv Public. State of Connecticont
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STATE OF TEXAS §
S

COUNTY OF MIDLAND s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Joseph R. Hodge.

Notary Public, State of Texas

STATE OF TEXAS §
§
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Sanford J. Hodge.

Notary Public, State of Texas

STATE OF CALIFORNIA §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the

day of , 1995, by , as Trustee of the E. G.
GOLDEN TESTAMENTARY TRUST, on behalf of such Trust.

Notary Public, State of California

STATE OF HAWAII §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Isaac A. Kawasaki.

Notary Public, State of Hawaii

STATE OF CALIFORNIA §
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of 1995, by Betsy H. Keller.

Notary Public, State of California
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STATE OF CALIFORNIA §
§

COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Charles Cline Moore.

Notary Public, State of California

STATE OF TEXAS s
S
COUNTY OF DALLAS s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by , as of
the Estate of William Oliver.

Notary Public, State of Texas

STATE OF CALIFORNIA S
§
COUNTY OF S

The foregoing instrument was acknowledged before me on this the
day of . 1995, by Adolph P. Schuman.

Notary Public, State of California

STATE OF MASSACHUSETTS §

§
COUNTY OF -]
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
SPACE BUILDING CORPORATION, a corporation, on behalf of
said corporation.
Notary Public, State of Massachusetts
STATE OF NEW YORK s
S
COUNTY OF NEW YORK s

The foregoing instrument was acknowledged before me on this the
day of y 1995, by Fredrick Van Uranken.

Notary Public, State of New York
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STATE OF NEW MEXICO §
S
COUNTY OF s
The foregoing instrument was acknowledged before me on this the
day of , 1995, by , as of
YATES EMPLOYEES 87, LTD., a ., on behalf of such

Notary Public, State of New Mexico

OPR\ARROYO 148 . EXF
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Receipt for
- Certified Mail

(See Reverse)

No Insurance Coverage Provided
wiensares DO ot use for International Mail
POSTA RVICE

P.O., State and ZIP Code

. '_" ‘ ‘Posiage $

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

g’, Return Receipt Showing i
o | 1o Whom & Date Delivered 3
h 2ad s
rrear g £ | Return Receipt Show‘ing to Whom, v
Y L Augis © | Date, and Addressee’s Address "
T 1y 1y [+']
¢ 990 TAL P
oI CONSE:sRF\?fTE T :‘ afoes $
10
SaSe .No' 11 Exhj N Division ©Q | Postark or Date N
Ubmitteq g 'bit No. 3 3 "
earp N
urg ExplOratiOn Co E .
. mpany uo- .
N 0l
- a. | .
L o g S S
” R ;
SENDER: ~

¢ Complete items 1 and/or 2 for additional services.’

- Complete items 3, ar-' 1a & b.

* Rrintyour name and 3gs on the reverse of this'form so that we can
return this card to you.

s Attach this form to the front of the mailpiece, or on the back if space
does not permit.

® Write "Return Recem‘ Hequested’ 'on the mailplece below the artlcle number
L ]

d

The Return Receipt wnll show to whom the article was delivered and the date
elivered.

| also wish to receive the
foliowir N ervices (for an extra

fee) Wy

D Addressee 'S Address

2, D Restrlcted Dehvery
Consult postmaster for fee.

3

-3. Article Addreseed"to - 777 ] 4a. Article Number -

3 &

2 (/1 0ﬂ€/28’

.

ADOLPH P SCHUMAN
2701 16TH STREET ° -
s AN FRANCISCO CA Wl

;

" .
‘.I' iz Ja

s

'f

f,?dL

4b. Service Type
[J Registerad - 1:’ Insured

Certifiedy "~ Ocop
O Express‘ ail 9,Réturn Receipt for

Merchandise

s
'

7. Dav‘/gyz{y

8. Addressee’s Address (Only if requested
and fee is paid)

*US.GPO: 1993352714 DOMESTIC RETURN RECEIPT
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e Receipt for
L - Certified Mail S
oo No Insurance Coverage Provided B
e . ’ MIED STATES Do not use for International Mail ' ;

(See Reverse)

S{reet and No
Q . State and 7IP Code
Postaan $
Certified fee
Special Delivery Fee
Restricted Delivery Fee
€ | Return Receipt Showing
. 8 to Whom & Date Delivered .
o E Return Receipt Showing to Whom, AR \
. © | Date. and Addressee’s Address R
7 g TOTAL Postage & |
i o[ & Fees S -
©Q | Postmark or Date S
: /¢ SR
. [ =
L (3) S
_ w :
a0 m _"
'T o .
‘.« SENDER: z —
[} . .
.. @ « Complete items 1 and/or 2 for additional services. . i . | also wish to recei
i, 9 e Complete items 3, and “~ & b. S o ' following '\'vices (for ar
3 * Print your name and a s on the reverss of this form so that we can fee)
. & return this card to you, : : :
#.:t > e Attach this form to the front of the maclpiece, or on the back if space D Addressee s Ad4
" @ does not permit.
S @ e Write ‘‘Return Receipt Requested’’ on the manlplece below the article number,| = . .
L '5 * The Return Receipt will show to whom the article was delivered and the date | - 2'_ D Resmcmd Dehw
RS g delivered. Consult postmaster for fe
»- =g 3. Article Addressed to: 4a. Article Number
8 Z
A /! Lo z f
B DAVID GOODNOW 4. Service Typs _
e B a Registered - -0 Insured
A 230 RIDGEFIELD R Cortified 'O cop
R W| LT’ON ‘QONNEQ;' o [J Express Mail -+ [ Return Rece:
o E . el o IR S Merchandise
Al s KR e 7. Date of Delivery L
. fEp ‘ | el - .| 8. Addressee’s Address ( nly if re
E ’ : : - and fee is pald)
(- ; .
&l 6. Svgzﬁ}/e (Agent) .
. 3 ‘ _ ) o :
- . . . Coa
.. PS Form 3811, December 1991 # U.S.G.P.O.: 1992-307-530 DOMESTIC RETURN RE
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Receipt for
Certified Mail

UNITED STATES
POSTAL SERVICE

(See Reverse)

No Insurance Coverage Provided
Do not use for International Mail

Sent <

and No

.P.O., State and 219 Code

gPrys;tage

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt Showing
to Whom & Date Delivered

Return Receipt Showing to Whom,
Date, and Addressee’s Address

TOTAL Postage

& fzes ) $

Postmark or Date

ﬂ/ﬂyxﬁ/é

- . N

PS Form 3800, March 1993

.

Iis your RETURN ADDRESS completed on the reverse'side

oo

SENDER

e Complete items 1 and/or 2 for additional services.

e Complete items 3, ‘4a & b.

® Print your name a. dress on the reverse of this form so that we can
return this card to you—"

» Attach this form to the front of the mailpiece, or on the back if space
does not permit.

* Write ‘‘Return Recelpt Requested’’ on the mailpiace below the article number.
¢ The Return Receipt will show to whom the article was dehvered and the date
delivered. N

Rt

A élso wish to receive th'
follow! "
fee)

. services (for an extr:

\../
. L:l Addressee’s Address

. 2 '[J Restricted Delivery
Con3ult postmaster for fee.

3. Arttcle,.Addressed to:r,-«-,,.u‘--—- IR

:

4a. Article Number

- (/] 005’ /2?

"SPACE BUILDING CORPORATION
_250 CAPE HIGHWAY RT 44~
EAST TAUNTON MA 02718

ab. Service Type =

O eg|stered 7 Insured
Certified - Ocop

0O I Return Receipt fo
Express Ma' 0 Merchandlse

7. Date oféﬁ/e /

5. Signatdse (Addressee)

IRLL

8. Addressee/s‘Kddress (Only if request
and fee is pald)

i‘! HHT

‘
‘»qkti

DOMESTIC RETURN .RECEII
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Receipt for B

- Certified Mail S

: - No Insurance Coverage Provideq SR

S : s Do fiot use for International Mail SRR :
o * POSTAL SERVICE

o {Sce Reverse)

E pmen” (762@.0;._

Street and No

P.O . State and ZIP Code

Postage $

Certified Fee

Speciat Delivery Fee

Restricted Delivery Fee

0 | Return Receipt Showing
3’, to Whom & Date Delivered .
N ; Return Receipt Showing to Whom, . .} .
© | Date, and Addressee’s Address E .
. el BN )
’ < [ ToTAL Postage $ (
W w| & Fees 3
' o
© | Postmark or Date .
©0 ™
. £ .
. j .- .
. e :
N (D ;
* Complete items 1 ar~‘~~ 2 for additional services. | als’ wish to receive the
* Complete items 3, 1&b. follow., srvices (for an extra
¢ Print your name anb—fess on the reverse of this form so that we can ,

. N
return this card to you. fee):

e Attach this form to the front of the maslplece, or on the back if space 1. U Addressee’s Address
does not permit.

¢ Write ‘’Return Receipt Requested" on the mailpiece below the article number} - Restri ‘ s :
* The Return Receipt will show to whom the article was delivered and the date 2, D estricted Delivery
delivered, Consult postmaster for fee.

" 8y Article Addressed to: - 4a. Article Number -

2 /) vof //M

4b. Service Type
O Registered O Insured

| X Certified O cop

. i Return Receipt for
[J Express Mail [ neturn Recel

7. Date o /%

8. Addréssee’ﬂ\ddress (Only if requested
and fee is paid)

‘the reverse side?

" ERNIE BELLO
3325 ALA AKULIKUL
"'HONOLULU HI 96818

Thank you for using Return Receipt Service.

’ et b st tod » N
PS Form 3811, December 1991  #U.S.GPO: 1983352714 DOMESTIC RETURN RECEIPT

Is. ;ouf RETURN ADDRESS ;;orpplgted on
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Receipt for SN

Certified Mail s

No Insurance Coverage Provided
waeosures DO not use for International Mail
POSTAL SERVICE

(See Reverse; B
7 17 LH

frfet and No.

0., State and ZIP Code

.r'.:". Postage $

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt Showing . R
to Whom & Date Delivered N - .

Return Receipt Showing to Whom,
Date, and Addressee’s Address

TOTAL Postage
& Fees $

Postmark or Date

/. YA o

7 3800, March 1993

PS

Is your RETURN ADDRESS completed on the reverse side?

SENDER: ‘ ' ' S
* Complete items 1 and/or 2 for additional services. ' | a|§° _wish to receive the
¢ Complete items 3, - 1a & b. follow_\ ~ervices (for an extra
* Pgint.your name a ess on the reverse of this form so that we can |- % i

return this card to yc’)u\'—/ fee) ‘J
* Attach this form to the front of the mailpiece, or on the back if space E] Addressee s Address
does not permit.’
* Write ‘‘Return Receipt Requested’’ on the mailpiece below the article number. A

¢ The Return Receipt will show to whom the article was delivered and the date 2 D Resmcmd Delwery’ )

[ 4

‘L

delivered. Consult’ postmaster for fee.

3. ‘Article Addressed to: : - o a 4a. Article Number: -~

e - i Z AYI'Ath cyi
YATES EMP!.OYEES 87 LTD ‘| 4b. Service Typg .
105 SOUTH FOURTH STREET T | L Registereq,, O Insured
ARTESIA NM 88210 1| W cerifiedi® O cop -

: Express Mail E] Return Receipt for
Merchandise

7. Date ofiDelivery
R Y

8. Addressee’s Address (Only if requested
and fee is paad)

6. Slgn*}lre (Abent)U \/ | . o

Thank vou for usina Return Receint Service.

PS Form 381 ‘_l. December 1991 #US.GPO: 1993352714  DOMESTIC RETURN RECEIPT
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RS ’ Receipt for
SIPRCE > Certified Mail
R No insurance Coverage Provided

paeosmes Do not use for International Mail
_ (See Reverse)

Snt L

et and No

P 0., State and ZIP Code

Postage

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt Showing
to Whom & Date Delivered

Return Receipt Showing 1o Whom, LT
Date, and Addressee’s Address S

TOTAL Postage Lo
& Fees $ ‘

Postmark or Date

o 1 5

I PS Form 3800, March 1993

» SENDER: , )
s Complete items 1 and’~~ 2 for additional services. " | H'S’_«‘ wish to receive the
¢ Complete items 3, ¢ & b. . .- arvices (for an extra
- & .Print your name anUss on the reverse of this form so that we can

" raturn this card to you.
¢ Attach this-form to the front of the mailpiece, or on the back if space D Addressee s Address
does not permit.
o Write ‘Return Rgceipt. Requested’’ on the mai[pnece belov«f the article number.| 2_ , D Re'stncted Dellvery
¢ The Return Receipt will show to whom the article was delivered and the date

delivered. ‘ Consult postmaster for fee.
: -3 Artscle Addressed to: - G 4a. Article Number .
A LZ W org 104

UNIT PETROLEUM COMPANY | | 4b. Service Type

P O BOX 702500 j O Registered ] Insured

TULSA OK 74170 -2 Cerﬂfi@e L coo

. "} | O Express Mail  [] Return Receipt for
1 Merchandise

.

e v Br e wte o me e A ARG b o -

7. Date of Delivery

§ZA MAY 2 4 100R

5. Signaturg/(Addressee) 8. Addressee's Address {Only if request
) : and fee is paid) .

'

6. Signature (Aden

» December 1

*U.S.GPO: 1983—352714  DOMESTIC RETURN RECE!

. Is your RETURN_ADDRESS corhpaétad on the i’évézsé side?
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Receipt for

- Certified Mail

No Insurance Coverage Provided
Do not use for International Mail

UNITED STATES
N POSTAL SERVICE .
: {See Reverse) i -
Seh
Street and No. :
1P.0 ., State and ZIP Code .
! B
-Postage $ -
Certified Fee
Special Delivery Fee
Restricted Delivery Fee 2
8 Return Receipt Showing L
o | to Whom & Date Delivered -
¥ -—
e £ | Return Receipt Showing to Whom,
. © | Date, and Addressee’s Address ‘:
. (3] '
o = | TOTAL Postage .
. -~ | & Fees $ v
' S [Fosmarcor D -
ostmark or Date
. t -
i (o]
v (D
o a | .
f L
‘8 SENDER: | alsc wish to receive th
' * Complete items 1 an”’ - 2 for additional services. alsc wish to receive the
¢ Complete items 3, ¢ &b, followiq srvices (for an extra
* Print your name and\...féss on the reverse of this form so that we can fee):
return this card to you. '
¢ Attach this form_to the front of the mailpiece, or on the back if space 1. [ Addressee’s Address
| does not permit. . , o
! ¢ Write ‘’Return Receipt Requested’’ on the mailpiece below the articie number.| - 2. D Restricted Delivery
¢ The Return Receipt will show ta whom the article was dellvered and the date
R delivered. Consult postmaster for fee.
(9. _3 Artlcle Addressed to: T 4a. Artﬂe Number .- -
* @ T, 3
: ES 1'1" o

e

I3
R e

MRS FRANCES B BUNN
2493 MAKIKI HEIGHTS
- HONOLULU HI 96822

PR Y = T

2 /) 008 /ZV

4b. Service Type

D Reglstered D lnsured k
X Certified yy,y . L1 COD.

Return Receipt for
U Express Ma'l O Merchandise

7. Date of?ﬁery (

8. Addressee's Address (Only if requested
and fee ls pand) o

1s your RETURN ADDRESS 'com‘plgged on-the reverse side?

PO

PS Form 3811, December 1991

Thank you for using Return Receipt Service.

#US

~.

993-—352-71 4

DOMESTIC RETURN RECEIPT
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Receipt for
- Certified Mail

No Insurance Coverage Provided
Do riot use for International Mail
(Sce Reverse)

UNITED STATES
POSTAL SERVICE

4

Street an

P O . State and ZIP Cade

e Postage $

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt Showing
to Whom & Date Delivered

Return Receipt Showing to Whom,
Date, and Addressee’'s Address

TOTAL Postage $

Postmark or Date

A

PS Form 3800, March 1993

ST -

SENDER
* Complete items 1 and/or 2 for additional services.

® Complete items 3, 2 ~ ‘a & b.

# Print your name an ess on the reverse of this form so that we can
return this card to you\-/

» Attach this form to the jront of the mailpiece, or on the back if space
does not permit.

* Write “’Return Receipt Requested’’ on the mailpiece below the article number.|

* The Return Receipt will show to whom the article was delivered and the date
delivered.

1 also wish to receive tt
followi - —ervices {for an ext
fee):

1. O Addressee’s Address

2. [J Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to: -

4a. Article Number

- Lz o8 r27

ESTATE OF WILLIAM ouven
C/O PAT FISHER

P O BOX 241

DALLAS TX 75221

4b. Service Type :

O egistered {7 Insured
Certified-  [J COD
Return Receipt fo
O express Mail [J o necel

R L o

QL.»% /.

e MRy 5 1988

%5. Signatugh (Addressee)

\

[~
.
)
=

@

[

8. ‘Addressee s Address {Only if request
and jee is pald)

PS Form 3811, December 1991  #U.S. GPO: 1993—352-714

| |s‘Your RETURN ADDRESS completed on the reverse side. B el

DOMESTIC RETURN RECEl
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Receipt for
Certified Mail

(See Reverse;,

No Insurance Coverage Provided
wireosmies Do not use for International Mail
POSTAL SERVICE

8

%7 et and No!

| P.O., State and ZIP Code
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HONOLULU, HAWAII 96808

June 1, 1995

C =6 Py

Nearburg Exploration Company e e
Building 2, Suite 120

3300 North "A" Street

Midland, Texas 79705

Attention: Mr. Bob Shelton
Consulting Landman

Re: Arroyo 16 #1 Well
660* FSL and 660’ FEL of
Section 16, T-19-S, R-25-E
Eddy County, New Mexico

Gentlemen:

Enclosed find, signed by my wife,
Frances B. Bunn, a copy of the AFE, an executed
and notarized copy of the signature pages from the
Model Form Operating Agreement, and an executed
and acknowledged set of signature pages from
Exhibit" F".

Very truly yours,

<

/ .
//‘

o pm—

ﬁo ert B. Bunn

Encls.



Nearburq Producing Company

Exploration and Production
Dallas, Texas

LEASE: Arroyo 16

FIELD:

DATE PREPARED:

ACCOUNTING WELL NUMBER:
COMMUNICATIONS ACCOUNT NUMBER:

AUTHORITY FOR EXPENDITURE

WELL NUMBER: 1

PROSPECT:

Page 1 of 2

PROPOSED TOTAL DEPTH: 8,200’
LOCATION: 660°FSL and 660' FEL Section 16, T19S, R25E, Eddy County, New Mexico

EXPLORATORY,DEVELOPMENT WORKOVER:
DESCRIPTION OF WORK: Drill and complete as a pumping Cisco/Canyon oil producer.

INTANGIBLE COSTS:

Drilling Footage 8,100 Ft @ 16.00 $/Ft
Driling Daywork D/C/$/day 3
Driling Turnkey

Rig Mobilization and Demabilization
Road & Location Expense
Damages

Directional Drilling — Tools and Service
Orlling Flulds

Fuel, Power, and Water

Supplies — Bits

Supplies — Casing Equipment
Supplies — Liner Equipment

Supplies ~ Miscellansous

Cement and Cmt. Services — Surface Csg
Cement and Cmt. Services — Int. Csg
Cement and Cmt. Services — Prod. Csg
Cement and Cmt. Services — Other
Rental — Drilling Tools and Equipment
Rental — Miscellaneous

Testing — Drill Stem / Production

Open Hole Logging

Mudlogging Services

Special Services

Plug and Abandon

Pulling and/for Swabbing Unit

Reverse Equipment

Wireline Services

Stimulation

Pump / Vacuum Truck Services
Transportation

Tubular Goods ~ Inspection & Testing
Unclassified

Telephone and Radio Expense
Engineer / Geologist

Company Labor — Field Supervision
Contract Labor / Roustabout

Legal and Professional Services
Inswrance

Overhead

SUBTOTAL

Contingencies (10%)

ESTIMATED TOTAL INTANGIBLES

2 4400 |13

TOTAL WELL

129,600

22,000

0

0

18,000

5,000

0

15,000

11,500

750

5,500

0

1,000

17,000

0

30,000

0

4,000

1,500

6,000

20,000

7,500

0

0

12,000

1,200

5,000

20,000

1,000

2,500

6,500

0

1,000

4,500

17,100

3,500

3,000

TO CSGPT COMPLETION
129,600
13,200 8,800
17,000 1,000
5,000
15,000
10,000 1,500
750
2,000 3,500
500 500
17,000
30,000
3,000 1,000
500 1,000
6,000
20,000
7,500
10,000 (10,000)
12,000
1,200
5,000
20,000
500 500
1,000 1,500
500 6,000
500 500
3,150 1,350
12,600 4,500
1,000 2,500
2,500 500
10,300
4,600 2,000
292,950 95,600
29,295 9,560
322,245 105,160

10,300

6,600

388,550

38,855

427 405




Nearburg Producing Company

Exploraton and Production
Dallas, Texas

LEASE: Arroyo 16

AUTHORITY FOR EXPENDITURE

WELL NUMBER: 1 PROPOSED TOTAL DEPTH: 8,200

LOGCATION: 660'FSL and 660" FEL Section 16, T19S, R25E, Eddy County, New Mexico

PROSPECT: EXPLORATORY,DEVELOPMENT,WORKOVER;
DESCRIPTION OF WORK: Drill and complete as a pumping Cisco/Canyon oll producer,

FIELD:

DATE PREPARED:

AGGOUNTING WELL NUMBER:
COMMUNICATIONS ACCOUNT NUMBER:

Page 2 ot 2

TANGIBLE COSTS:

Conductor Casing

Surface Csg 1,300 Ft @ 15.50 $/Ft
Intermediate Csg Ft@ $/Ft
Protection Csg

Production Csg 8,100 Ft @ 12.50 $/Ft
Protection Liner

Production Liner

Tubing 7,800 Ft@ 3.10 $/Ft
Rods Ft@ $/Ft
Artificlal Lift Equipment

Tank Battery

Well Head Equipment & Christmas Tree
Subsurtace Well Equipment

Flow Lines

Saltwater Disposal Pump

Gas Meter

Lact Unit

Vapor Recovery Unit

Other Well Equipment

ROW and Damages

Surface Equipment Installation Costs

Elect. Installation

ESTIMATED TOTAL TANGIBLES

ESTIMATED TOTAL WELL COSTS

Separators/Heater Treater/Gas Units/FWKOJ:

TO CSG PT

20,150
0
Q

1,500

COMPLETION

101,250

24,180

0

80,000

15,000

10,000

10,500

5,000

3,000

10,000

15,000

21,650

343,895

273,930

379,090

TOTAL WELL

0

20,150

0

101,250

24,180

0

80,000

15,000

10,000

12,000

0

5,000

0

3,000

0

0

10,000

15,000

205,580

722,985

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JCOINT ACCOUNT WITH
TUBULAR GOODS FROM OPERATORS WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON~
OPERATOR GIVES NOTIFICATION ON THIS FORM OF HIS INTENT TO FURNISH HIS PROPORTIONATE SHARE IN KIND, THIS

AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED.

'NEG APPROVAL

PREPARED BY: TRM

REVIEWED BY:

APPROVED BY:

Wi APPROVAL.: COMPANY
BY
TMLE

DATE

DD3I1F7.WK4

— Fovauses BBuenan

F\(Gh de< B )

—

5S>/ 8%




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

ARTICLE XV1.
MISCELLANEOUS

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

‘This instrument may be executed in any number of counterpacts, eacl of which shall be considered an original for all purposes.
IN WITNESS WHEREOF, this agreement shall be effective as of this 19th day of May, 1995.

OPERATOR

ATTEST OR WITNESS NEARBURG DUCING MP
By: .
”~ 7 Ll

Joe E. Fitzgerald
Type or Print Name

Title Consulting Landman

Date_ May 19, 1995

Tax ID or SS No._ _74-1666262

NON-OPERATORS

ATTEST OR WITNESS NEARBURG EXPLORATION COMP}LNY .
By: ,/1f:j:€iz,/’5//:/<;£:Z§fi;;;;:;zz_____

Robert G. Shelton
Type or Print Name

Title Attorney-in-Fact

Date__May 19, 1995

Tax ID or SS No._ _462-80-5563

ATTEST OR WITNESS YATES PETROLEUM CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS ‘ UNIT PETROLEUM COMPANY

By:

Type or Print Name

Title

Date

Tax ID or SS No.

- -



ATTEST OR WITNESS NAUTILUS VENTURES, II, a General
Partnership of which Coquina 0il
Corporation is General Partner

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Ernie Bello

Date

Tax ID or SS No.

ATTEST OR WITNESS E;)(Qlung Es . ;;,“ DT

f)m@-w }\0 M Date g‘/3l} 4s

Tax ID or §S No. /T8~ 32 -220Y

ATTEST OR WITNESS

J. W. Gendron

Date

Tax ID or SS No.

ATTEST OR WITNESS

David Goodnow

Date

Tax ID or SS No.

ATTEST OR WITNESS

Joseph R. Hodge

Date

Tax ID or SS No.

ATTEST OR WITNESS

Sanford J. Hodge, IIIX

Date

Tax ID or SS No.

ATTEST OR WITNESS E. H. HOLDEN TESTAMENTARY TRUST

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Isaac A. Kawasaki

Date

Tax ID or S8S No.

-15(A) -



ATTEST OR WITNESS

Betsy H. Keller

Date

Tax ID or SS No.

ATTEST OR WITNESS

Charles Cline Moore

Date

Tax ID or SS No.

ATTEST OR WITNESS ESTATE OF WILLIAM OLIVER

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Adolph P. Schuman

Date

Tax ID or SS No.

ATTEST OR WITNESS SPACE BUILDING CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Fredrick Van Uranken

Date

Tax ID or SS No.

ATTEST OR WITNESS YATES EMPLOYEES 87, LID.

By:

Type or Print Name

Title

Date,

Tax ID or SS No.

.- E -



ACKNOWLEDGEMENTS

STATE OF TEXAS §
§
COUNTY OF MIDLAND s

The foregoing instrument was acknowledged before me on the 19th day of May,
1995, by Joe E. Fitzgerald, Senior Landman of NEARBURG PRODUCING COMPAMY, a Texas
corporation, on behalf of said corporation

IAAAAANPIPPISIIII SIS ,SZ——42141/1‘—<_4L_,
M KAYE H. GASSIE Not r%lc, State of Texas
. NOTARY PUBLIC .

State of Texas
Comm. Exp. 11-06-97

P o e as e e

STATE OF TEXAS

(7 7 Q]

COUNTY OF MIDLAND

This instrument was acknowledged before me on the 19th day of May, 1995,
by ROBERT G. SHELTON, as Attorney-in-Fact for NEARBURG EXPLORATION COMPANY, a
sole proprietorship, on behalf of said sole proprigtorship.

Cege 7/2%/1—‘4

"EAY;EA; AGAéASEA:; 3 %prlic, State of Texas

NOTARY PUBLIC

State of Texas
Comm. Exp. 11-06-97

la e o o o

STATE OF NEW MEXICO §
§
COUNTY OF CHAVES s
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
YATES PETROLEUM CORPORATION, a corporation, on behalf of

said corporation.

Notary Public, State of New Mexico

STATE OF OKLAHOMA s
§
COUNTY OF TULSA §
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
UNIT PETROLEUM COMPANY, a corporation, on behalf of said
corporation.
Notary Public, State of Oklahoma
STATE OF TEXAS s
§
COUNTY OF MIDLAND 13
The foregoing instrument was acknowledged before me on this the ‘ day
of s 1995, by , as of

Nautilus Ventures, II, a General Partnership, on behalf of such Partnership.

Notarv Public. Stats AF Tavan



STATE OF HAWAII

N7 R4

COUNTY OF

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Ernie Bello.

Notary Public, State of Hawail

STﬁTE pF BAWAII §
s
it & eAtovolvy

The foregoing instrument was acknowledged before me on this the 3!‘5+~
day of MO/ , 1995, by Frances B. Bunn.
T 7

Pinela Jlan Clwrm

Notary Public, State of Hawaii

MY compissioN Expires: 94- 13'49

STATE OF CALIFORNIA §
§
COUNTY OF s

The foregoing instrument was acknowledged before me on this the
day of s 1995, by J. W. Gendron.

Notary Public, State of California

STATE OF CONNECTICUT $
§
COUNTY OF S

The foregoing instrument was acknowledged before me on this the
day of , 1995, by David Goodnow.

Notary Public, State of Connecticut

STATE OF TEXAS §
§
COUNTY OF MIDLAND 8

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Joseph R. Hodge.

Notary Public, State of Texas

STATE OF TEXAS §
§
COUNTY OF MIDLAND s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Sanford J. Hodge.

Notary Public, State of Tewxana



STATE OF CALIFORNIA s
$
COUNTY OF ]

The foregoing instrument was acknowledged before me on this the

day of , 1995, by

, as Trustee of the E. G.

GOLDEN TESTAMENTARY TRUST, on behalf of such Trust.

STATE OF HAWAII §
§
COUNTY OF 8

The foregoing instrument was acknowledged before me on this the

Notary Public, State of California

day of , 1995, by Isaac A. Kawasaki.

STATE OF CALIFORNIA S
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the

Notary Public, State of Hawaiil

day of , 1995, by Betsy H. Keller.

STATE OF CALIFORNIA §
§
COUNTY OF _ s

The foregoing instrument was acknowledged before me on this the

Notary Public, State of California

day of , 1995, by Charles Cline Moore.

STATE OF TEXAS §
§
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this the

day of , 1995, by

Notary Public, State of California

, as

the Estate of William Oliver.

Notary Public, State of Texas

-15(E)-

of



STATE OF CALIFORNIA

@

COUNTY OF

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Adolph P. Schuman.

Notary Public, State of California

STATE OF MASSACHUSETTS §

§
COUNTY OF _ §
The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
SPACE BUILDING CORPORATION, a corporation, on behalf of
gaid corporation.
Notary Public, State of Massachusetts
STATE OF NEW YORK §
§
COUNTY OF NEW YORK §

The foregoing instrument was acknowledged before me on this the
day of . 1995, by Fredrick van Uranken.

Notary Public, State of New York

STATE OF NEW MEXICO s
§
COUNTY OF §
The foregoing instrument was acknowledged before me on this the
day of r 1995, by , as of
YATES EMPLOYEES 87, LTD., a , on behalf of such

Notary Public, State of New Mexico

OPR\ARAOYOLS.5 18
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EXHIBIT "F"

NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
PAGE -2-

The original of the Operating Agreement herein referenced, or a copy
thereof, is maintained at Operator's office at P. O Box 823085, Dallas, Texas
75382-3085.

This instrument may be executed in multi-counterparts, no one of which need
be executed by all parties hereto and the same shall be binding upon those
parties, as well as their successors and assigns, who execute same, whether or
not all named parties join in execution hereof. Counterparts thus executed shall
together constitute but one and the same instrument. In the interest of
facilitating, filing or . recording this instrument thus executed |in
multi-counterparts, each executing party hereby authorizes removal of signature
and acknowledgement pages and reassembly of the same into a single document
composed of one copy of the substantive portions of this instrument attached to
multiple, separately executed signature and acknowledgement pages.

This Agreement shall be effective the 1lst day of May, 1995.

OPERATOR

NEARBURG ODUCING COMP
P. O. Box 823085 By: /”ZZ/{
Dallas, Texas 75382 /4 /e /4

Joe E, Fitzgerald
Type or Print Name

Title: _Senior Landman

Date:_May 19, 1995

Tax ID or SS No.__ 74-1666262

NON-OPERATORS

NEARBURG LORATION COMPANY
P. O. Box 823085 By: )&%ﬂ//g
> - -

Dallas, Texas 75382

Robert G. Shelton <;

Type or Print Name o

Title: Attorney-in-Fact

Date: _May 19, 1995

Tax ID or SS No. 462-80-5563

ATTEST OR WITNESS YATES PETROLEUM CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or S§S No.

ATTEST OR WITNESS UNIT PETROLEUM COMPANY

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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ATTEST

-

OR WITNESS

ATTEST

OR WITNESS

ATTEST

OR WITNESS

ATTEST

OR WITNESS

ATTEST

OR WITNESS

ATTEST

OR WITNESS

ATTEST

OR WITNESS

ATTEST

OR WITNESS

NAUTILUS VENTURES, II, a General
Partnership of which Coquina 0il
Corporation is General Partmer

By:

Type or Print Name

Title

Date

Tax ID or SS No.

Ernie Bello

Date

Tax ID or SS No.

Date <)1'lq‘§
Tax ID or SS No._ |16~ 3%~ 2 edf

J. W. Gendron

Date

Tax ID or SS No.

David Goodnow

Date

Tax ID or SS No.

Joseph R. Hodge

Date

Tax ID or SS No.

Sanford J. Hodge, II1I

Date

Tax ID or SS No.

E. H. HOLDEN TESTAMENTARY TRUST

By:

Type or Print Name

Title

Date

Tax ID or SS No.
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ATTEST OR WITNESS

Isaac A. Kawasaki

Date

Tax ID or S8S No.

ATTEST OR WITNESS

Betsy H. Keller

Date

Tax ID or SS No.

ATTEST OR WITNESS

Charles Cline Moore

Date

Tax ID or SS No.

ATTEST OR WITNESS ESTATE OF WILLIAM OLIVER

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Adolph P. Schuman

Date

Tax ID or SS No.

ATTEST OR WITNESS SPACE BUILDING CORPORATION

By:

Type or Print Name

Title

Date

Tax ID or SS No.

ATTEST OR WITNESS

Fredrick Van Uranken

Date

Tax ID or SS No.
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ATTEST OR WITNESS YATES EMPLOYEES 87, LTD.
By:
Type or Print Name
Title
Date
Tax ID or SS No.

ACKNOWLEDGEMENTS
STATE OF TEXAS §
COUNTY OF MIDLAND g

The foregoing instrument was acknowledged before me on the 19th day of May,
1995, by Joe E. Fitzgerald, Senior Landman of NEARBURG PRODUCING COMPANY, a Texas

corporation, on behalf of gaid corporation.cj%zJ/ ;23/122§%2Z14L4L’L1’/

KAYE H-EASSIE Notaxy ;ggblic, State of Texas
NOTARY PUBLIC

State of Texas
Comm. Exp. 11-06-97

i e e o o o Y

g

Attt

STATE OF TEXAS §
§
COUNTY OF MIDLAND §

This instrument was acknowledged before me on the 19th day of May, 1995,
by ROBERT G. SHELTON, as Attorney-in-Fact for NEARBURG EXPLORATION COMPANY, a
sole proprietorship, on behalf of said sole proprietorship.

<y 2 o

AAAAAAAAA A et Notaky/Public, State of Texas

NOTARY PUBLIC

State of Texas
Comm. Exp. 11-06-97 }

e

X
>
< ;
m.
I
o
5;
3
-

PN VIV L e e e e b dh b

STATE OF NEW MEXICO §

§
COUNTY OF CHAVES §

The foregoing instrument was acknowledged before me on the day of
, 1995, by as of
YATES PETROLEUM CORPORATION, a corporation, on behalf of
said corporation.

Notary Public, State of New Mexico

STATE OF OKLAHOMA §
§
COUNTY OF TULSA §
The foregoing instrument was acknowledged before me on the day of
. 1995, by as of
UNIT PETROLEUM COMPANY, a corporation, on behalf of said

corporation.

Notary Public, State of OkFlahama
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STATE OF TEXAS s
S
COUNTY OF MIDLAND s
The foregoing instrument was acknowledged before me on this the day
of . 1995, by , as of

Nautilus Ventures, II, a General Partnership, on behalf of such Partnership.

Notary Public, State of Texas

STATE OF HAWAII §
)
COUNTY OF __ s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Ernie Bello.

Notary Public, State of Hawaii

s;qu OF HAWAII s
A1« §
codzfy or TINOLVLY s

The foregoing instrument was acknowledged before me on this the .3LS*—
day of AAV , 1995, by Frances B. Bunn.

el Jeow Sinaann

Notary Public, State of Hawaii

MY COMMISSION EXPIES: 4-13 45

STATE OF CALIFORNIA s
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by J. W. Gendron.

Notary Public, State of California

STATE OF CONNECTICUT s

§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the

day of , 1995, by David Goodnow.

Notary Public, State of Connecticut
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STATE OF TEXAS §
§

COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Joseph R. Hodge.

Notary Public, State of Texas

STATE OF TEXAS s
S
COUNTY OF MIDLAND s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Sanford J. Hodge.

Notary Public, State of Texas

STATE OF CALIFORNIA s
§
COUNTY OF s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by , as Trustee of the E. G.
GOLDEN TESTAMENTARY TRUST, on behalf of such Trust.

Notary Public, State of California

STATE OF HAWAII

K

COUNTY OF

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Isaac A. Kawasaki.

Notary Public, State of Hawaii

STATE OF CALIFORNIA s
§
COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of + 1995, by Betsy H. Keller.

Notary Public, State of California
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STATE OF CALIFORNIA §
$

COUNTY OF s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Charles Cline Moore.

Notary Public, State of California

STATE OF TEXAS s
§
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this the
day of . 1995, by , as of
the Estate of William Oliver.

Notary Public, State of Texas

STATE OF CALIFORNIA 3
§
COUNTY OF __ s

The foregoing instrument was acknowledged before me on this the
day of , 1995, by Adolph P. Schuman.

Notary Public, State of California

STATE OF MASSACHUSETTS §

§
COUNTY OF §
The foregoing instrument was acknowledged before me on the day of
¢ 1995, by as of
SPACE BUILDING CORPORATION, a corporation, on behalf of
said corporation.
Notary Public, State of Massachusetts
STATE OF NEW YORK §
§
COUNTY OF NEW YORK s

The foregoing instrument was acknowledged before me on this the
day of » 1995, by Fredrick Van Uranken.

Notary Public, State of New York
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STATE OF NEW MEXICO §
§

COUNTY OF §

The foregoing instrument was acknowledged before me on this the
day of , 1995, by , as of
YATES EMPLOYEES 87, LTD., a R on behalf of such

Notary Public, State of New Mexico



List of wells proposed by Yates to Nearburg et. al. from February

23, 1995 to March;?; 1995.

1) Ross E. G. Com #14

2)  Rodke "ROY" Com #1

,// T ——

%) Aspden "AOH" Federal Com #2

~———

D)
S

4) Foster Fee BIJE;m #1
5) B&B #4

6) B&B #5

7) B&B #6

8) Ross Ranch #4

9) Ross Ranch #3

10) Boyd X #7

11) Boyd X #6

12) Tackitt #3

13) Tackitt #4

14) Aspden "AOH" Federal ?EE:%E::::>

15) Patriot "AIZ" #7

16) Daggar Draw 31 Federal #8
17) Ross "EG" Federal Com #15
18) Patriot "AIZ" #6

19) Cutter "APC" #1

20) Big Walt 2 State #4.

21) B&B #11

22) B&B #8

<

<.

X

DL
e




List of wells proposed by Yates to Nearburg et.
February 23,- 1995 and March 9, 1995, continued.

23) B&B #2
24) B&B #9
25) B&B #7

26) Voight "AJD #1:; Rework
27) B&B #3
28) Hinkle "ALD"

29) Patriot "AIZ

30) Patriot "AIZ' #12k

31) Patriot "AIZ"

32) Patriot "AIZ"
33) Patriot "AIZ"
34) Bmole "AMM" Com State
35) Vann "APD" #1

36) Hinkle "ALD" #3

37) Boyd X State Com #9
38) Boyd X State Com #8

39) Hooper "AMP" Com #4
C:\wordw in\bob\38wellex.doc

al.

between



MARTIN YATEY. Wl
1912 - 1985

FRANK W. YATES J
1936 - 1986

y PETROLELM
CORPORATION

105 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO88210

S. P. YATES
CHAINMAN OF THE BOARD
JOHN A, YATES
PRESIOENT
PEYTON YATES
EXECUTIVE VICE PRESIOENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

TELEPHONE (505) 748-1471

February 23, 1995
cgp 21990

To:  Working Interest Owners {
" Address List Attached
Ross EG Com. #14

Township 19 South, Range 25 East
Section 21: NE/4

Eddy County, New Mexico

Re:

_Gentlemen:

~ Pursuant to Nearburg’s request and our concerns about the Alto AOL Com. #1 location being
between two SWD wells, Yates Petroleum Corporation is proposing the Ross EG Com. #14 at a
location of 660’ FNL and 1980° FEL of Section 21-T19S-R25E to test the Canyon formation.
Enclosed are two (2) copies of an Authority for Expenditure for your review.

‘We will be furnishing you in the near future with a revised page 4 and Exhibit A to the August 23,
1994 Operating Agreement to reflect the new proposal.

If the AFE is acceptable and you would like to participate in the drilling of this well, please sign
and return one (1) executed copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
/M{Zéﬂt /%@mjﬂﬂc
Mecca Mauritsen
Landman
MM:dke
enclosure(s)



MARTIN YATES, it

1912 - 1983

FRANK W. YATES

1936 - 1986

S. P. YATES

I E 5 CHAIRMAN OF THE BOARD

JOHN A. YATES

| PETROLEUM o

7/
3/ CORPORATION Exemut e PRESRENT
R RANDY G. PATTERSON
105 SOUTH FOURTH STREET DEN:‘E'?::NSEV
ARTESIA, NEW MEXICO88210 s TT_"E:“_U“:"
TELEPHONE (505) 748-1471 F;-‘if;:;“(?f,\f'{é;; \ D/
March 3, 1995 \' T\'D\'sg S el e
¢a -

Nearburg Exploration Company N\
3300 North "A” Street .
Building 2, Suite 120

Midland, Texas 79705

Altention: Mr. Bob Shelton
Re: B&B #5

Seclion 22-T19S-R25E

Eddy Counly, New Mexico
Genllemen:
Pursuant to the Operating Agreement covering the caplioned acreage, Yates Petroleum
Corporation proposes the drilling of the captioned well. The proposed footage location is 660' FNL
and 1980' FWL of Section 22-T19S-R25E 1o test the Canyon formation. Authorily for Expenditure
costs for the 8300' test are $253,700 dry hole and $685,700 completed. Enclosed for your review
are two (2) copies of the detailed AFE.
Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you,
Very truly yours,
YATES PETROLEUM CORPORATION

A e

Randy G. Patterson
Land Manager

RGP/mw

Enclosures



MARTIN YATES, Il

1912 - 1885

FRANK W. YATES

1936 - 1986

S. P. YATES

I E 5 CHAIRMAN OF THE BOARD

JOHN A. YATES

) PETROLELUM

CORPORATION L FEYTON vATES

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXIC088210
" TELEPHONE (505) 748-1471
March 3, 1995

Nearburg Exploration Company
3300 North "A" Street

Building 2, Suite 120

Midland, Texas 79705

Attention: Mr. Bob Shelton

Re: B&B #56
Seclion 22-T19S-R25E
Eddy County, New Mexico

Gentlemen:

Pursuant to the Operating Agreemen!t covering the captioned acreage, Yales Petroleum
Corporation proposes the drilling of the captioned well. The proposed footage location is 1980’
FNL and 1980° FWL of Section 22-T19S-R25E to test the Canyon formation. Authority for
Expendilure costs for the 8300 test are $253,700 dry hole and $685,700 completed. Enclosed for
your review are two (2) copies of the detailed AFE.

Please indicale your election to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
%’qu ~
Randy G. Patterson
Land Manager

RGP/mw

Enclosures



Bhianad S. P. YATES
I E 5 CHAIRMAN OF THE BOARD
N JOHN A. YATES
) FETROLEUM presioenT

MARTIN YATES, I

1912 - 1985 I
PEYTON YATES
FRA';J;;GW.' ;;ﬁTE- ___________ E“gﬁR F n R H T I u N EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY
105 SOUTH FOURTH STREET nrnenany
ARTESIA, NEW MEXICO 88210 TREAsUnER
. TELEPHONE (505) 748-1471 o
! N SN ,.v ';‘\‘ :
March 3, 1995 AN R T

MAR - 6 1995
Nearburg Exploration Company '
3300 North "A" Streel
Building 2, Suite 120
Midland, Texas 79705

Attention: Mr. Bob Shelton

Re: Ross Ranch #4
Section 22-T19S-R25E
Eddy County, New Mexico

Gentlemen:

Pursuant to the Operating Agreement covering the caplioned acreage, Yates Petroleum
Corporation proposes the drilling of the captioned well. The proposed footage localion is 660' FSL
and 660" FWL of Section 22-T19S-R25E to test the Canyon formation. Authority for Expenditure
costs for the 8300 test are $253,700 dry hole and $685,700 completed. Enclosed for your review
are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION

7.
{ndy G. Palterson

Land Manager
RGP/mw
Enclosures

Enclosures



MARTIN YATEN, Il

1912 - 1985

FRANK W. YATES

1936 - 1986

S. P. YATES

I E 5 CHAIRMAN OF THE BOARO

% PETROLEUM

¢ CORPORATION e A S

RANDY G. PATTERSON
SECRETARY

105 SOUTH FOURTH STREET DENNIS 6. KINSEY
ARTESIA, NEW MEXICO88210 TReAsURER
TELEPHONE (505) 748-1471

v

e $L S

March 3, 1995

Nearburg Exploration Company
3300 North "A" Street

Building 2, Suite 120

Midiand, Texas 78705

Altention: Mr. Bob Shelton

Re:

—Y
Section 22-T19S-R25E
Eddy County, New Mexico

Gentlemen:

Pursuant to the Operating Agreement covering the caplioned acreage, Yales Petroleum
Corporation proposes the drilling of the caplioned well. The proposed foolage location is 660" FNL
and 660" FWL of Section 22-T19S-R25E {o test the Canyon formation. Authority for Expenditure
costs for the 8300’ test are $253,700 dry hole and $595,700 completed. Enclosed for your review
are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETRO|LEUM CORPORATION
Randy G. Patterson
Land Manager
RGP/mw

Enclosures



MARTIN YATES, il

1912 - 1985

FRANK W. YATES

1936 - 1986

S. P. YATES

¥ I E 5 CHAIRMAN OF THE BOARD
N JOHN A. YATES
3
y PETROLELUM Presioent
CORPORATION
EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY

105 SOUTH FOURTH STREET

ARTESIA, NEW MEXICO88210 L T
" TELEPHONE (505) 748-1471. : S \.‘ \/ j:'_.‘-j‘- .\-\.\

March 3, 1995 » T . A\
\ A v
b -6 w W
S wa \\\‘)
i g b

Nearburg Exploration Company i \\j\///

3300 North "A" Street —

Building 2, Suite 120 e

Midland, Texas 79705
Attention: Mr. Bob Shelton

Re: Boyd X #7
Section 29-T19S-R25E
Eddy County, New Mexico

Gentlemen:

Pursuant to the Operating Agreement covering the captioned acreage, Yates Pelroleum
Corporation proposes the drilling of the captioned well. The proposed footage location is 660' FSL
and 660' FEL of Section 29-T19S-R25E to test the Canyon formation. Authorily for Expendilure
costs for the 8300’ test are $253,700 dry hole and $595,700 completed. Enclosed for your review
are two (2) copies of the detailed AFE.

Piease indicate your eleclion to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
/%/%
Randy G. Palterson
Land Manager
RGP/mw

Enclosures

/0



MARTIN YATES, !ll

1912 - 1985

FRANK W. YATES

1936 - 1986

SR W‘%% S. P. YATES

I E 5 CHAIRMAN OF THE BOARD

JOHN A. YATES

y PETROLELUM presweer
E u R P n R H T I D N EXE?E:V‘TE%ICE PRESIDENT
RANDY G. PATTERSON

SECRETARY

DENNIS G. KINSEY
TREASURER

105 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO88210 [/,
TELEPHONE (508) 748-1471 “

March 3, 1995 e —
/,.: . MAR -6 199 .
i o
. L T
Nearburg Exploration Company e e e J

3300 North "A" Street
Building 2, Suite 120
Midland, Texas 79705

Attention: Mr. Bob Shelton

Re: Boyd X #6
Section 29-T19S-R25E
Eddy County, New Mexico

Gentlemen:

Pursuant to the Operating Agreement covering the caplioned acreage, Yates Petroleum
Corporation proposes the drilling of the captioned well. The proposed footage location is 660" FSL
and 1980' FEL of Section 29-T19S-R25E to test the Canyon formation. Authority for Expenditure
costs for the 8300 test are $253,700 dry hole and $595,700 completed. Enclosed for your review
are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Randy G. Palterson qu
Land Manager

RGP/mw

Enclosures

74



S. P. YATES

Y I E 5 CHAIRMAN OF THE BOARD
{ JOHN A. YATES
y PETROLELUM
CORPORATION
EXECUTIVE VICE PRESIOENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
ARTESIA, NEW MEXICO 88210 TREASURER

TELEPHONE (505) 748-1471

MARTIN YAYES. &t
1912 - 19%5

FRANK W. VY
1936 - 1986

105 SOUTH FOURTH STREET

March 3, 1995

MAR = G 1995

Nearburg Exploration Company

3300 North "A” Street !
Building 2, Suite 120 ,
Midland, Texas 78705 e s

Altention: Mr. Bob Shelton

Re: Tackitt AOT #3
Section 28-T19S-R25E
Eddy Counly, New Mexico

Gentlemen:

Pursuant to the Operating Agreemenl covering the captioned acreage, Yales Petroleum
Corporation proposes the drilling of the captioned well. The proposed (ootage location is 660' FSL
and 1980' FEL of Section 28-T19S-R25E to test the Canyon formation. Authorily for Expenditure
costs for the 8300’ test are $253,700 dry hole and $595,700 completed. Enclosed for your review
are two (2) coples of the delailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Randy G Patterson
Land Manager
RGP/mw

Enclosures



MARTIN YAFES.pI

1912 - 1985

FRANK W. Y
1936 - 1986

—~ e B B e = m—— -

ES

March 3, 1995

Nearburg Exploration Company
3300 North "A" Street

Building 2, Suite 120

Midland, Texas 79705

Attention: Mr. Bob Shelton

Gentlemen:

Y PETROLEUM
CORPORATION

105 SOUTH FOURTH STREET

ARTESIA, NEW MEXICO88210

TELEPHONE (505) 748-1471

S. P. YATES
CHAIRMAN OF THE BOARD
JOHN A, YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT
RANDY G, PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

Re: Tackilt AOT #4
Section 28-T198-R25E
Eddy County, New Mexico

Pursuant to the Operaling Agreement covering the captioned acreage, Yates Petroleum
Corpaoralion proposes the drilling of the captioned well. The proposed foolage location Is 660' FSL
and 660" FEL of Seclion 28-T19S-R25E {o {est the Canyon formalion. Authority for Expenditure
cosls for the 8300 test are $253,700 dry hole and $595,700 completed. Enclosed for your review
are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE 1o our office.

Thank you.

RGP/mw

Enclosures

Very truly yours,

YATES PETROLEUM CORPORATION

Randy G. Patterson

Land Manager

~7

A



(

MARTIN YAJES, I
1912 - 194S

ATES
J FETROLEUM

S. P. YATES
CHAIRMAN OF THE BOAROD

JOHN A. YATES
PRESIDENT

FRANK W. YAYES PEYTON YATES
1936-v986  ates E n R F u R H T I D N EXECUTIVE VICE PRESIDENT
, RANDY G. PATTERSON
105 SOUTH FOURTH STREET T BENIIS 6. HINSEY
. oY o -
. oy W -L' ,‘ .\ | TREASURER
ARTESIA, NEWMEXIC0O88210, e N

TELEPHONE (505) 748-1471

March 6, 1995

TO  WORKING INTEREST OWNERS
ADDRESSEE LIST ATTACHED

RE:

Gentlemen:

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Aspden "AOH" Federal Com #3
Township 19 South, Range 25 East
Section 29: NW/4

Eddy County, New Mexico

Pursuant to the Operating Agreement covering the captioned acreage, Yates
Petroleum Corporation proposes the drilling of the captioned well at a location 1,980’
FNL and 1,980' FWL of Section 29, T195-R25E to a depth of 8,300' to test the Canyon
formation. Authority for Expenditure costs for the 8,300 test are $238,745 dry hole
and $508,745 completed. We invite you to join with us in drilling this well. Enclosed
for your consideration are two copies of the detailed AFE.

If satisfactory, please indicate your election to join by signing and returning one

copy of the AFE to our office.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION

g e

Randy G. Patterson
Land Manager

RGP/dep
Encl.




- MARTIN YATES, il

1912 - 1985

FRANK W. YATES
1938 - 1966

To:

) PETROLEUM
Y CORPORATION

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXIC0O88210

! )

7

_T.ﬁj

March 6, 1995 }‘ MAR - 8 1995

Working Interest Owners
Addressee List Attached

Re:  Patriot A1Z #7
Township 19 South, Range 25 East
Section 21: SE/4
Eddy County, New Mexico

Gentlemen:

;5

S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A, YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

Pursuant to the Operating Agreement covering the captioned acreage, Yates Petroleum
Corporation proposes the drilling of the captioned well. The proposed footage location is 1980

FSL and 1980’ FEL of Section 21-T19S-R25E to test the Canyon formation.

Authority for

Expenditure costs for the 8300’ test are $253,700 dry hole and $595,700.00 completed.
Enclosed for your review are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORIPFORATION
%M%@//
Randy G. Patterson
Land Manager
RGP:de
enclosure(s)



MARTIN YATES, Il
1912 - 19858

FRANK W. YATES
1936 - 1988

ATES
‘}'" PETROLELM

105 SOUTH FOURTH STREET

ARTESIA, NEWMEXICO88210j

TELEPHONE (505) 748-1471

March 7, 1995

CORPORATION

/L

S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PAESIDENT
RAMNDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
B . TREASURER

Attention: Bob Shelton
Nearburg Exploration Company
3300 North "A" Street

Building 2, Suite 120

Midland, Texas 79705

Gentlemen:

RE:

Attention: District Manager
Conoco, Inc. ,

10 Desta Drive, Suite 100 West
Midland, TX 79705-4500

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Dagger Draw 31 Federal #8

Township 19 South, Range 25 East, NMPM
Section 31; NE/4

Eddy County, New Mexico

Pursuant to that certain Operating Agreement dated March 8, 1991, Yates Petroleum
Corporation proposes the drilling of the captioned at a location of 1980" FNL and 1980' FEL of
Section 31, Township 19 South, Range 25 East. Approximate Authority for Expenditure costs
for the 8,300' Canyon test are $253,700 dry hole and $685,700 completed.

Enclosed for your review are two (2) copies of the AFE. If this meets with your approval,
- . please execute and timely return one (1) copy to our office if you desire to join and drill.

Thank you.

RGP/jrw
Enclosures

Very truly yours,

' YATES PETROLEUM CORPORATION

Randy G. Patterson
Land Manager
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TO  WORKING INTEREST OWNERS
ADDRESSEE LIST ATTACHED

RE:

Gentlemen:
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CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ross "EG" Federal Com #15

Township 19 South, Range 25 East
Section 20: NE/4
Eddy County, New Mexico

Pursuant to the Operating Agreement covering the captioned acreage, Yates
Petroleum Corporation proposes the drilling of the captioned well at a location 860'
FNL and 1,780' FEL of Section 20, T19S-R25E to a depth of 8,300 to test the Canyon
formation. Authority for Expenditure costs for the 8,300' test are $253,700 dry hole
and $595,700 completed. We invite you to join with us in drilling this well. Enclosed
for your consideration are two copies of the detailed AFE.

If satisfactory, please indicate your election to join by signing and returning one

copy of the AFE to our office.

Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

Randy G. Patterson
Land Manager
RGP/dep

Encl.

TOTAL COSTS

»

| 253,700] 595,700]

APPROVAL OF T1HIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS
ERNM THE NDERATAR'G WARFHNISE STOCK AT THE RATES STATEN ARNVE
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To:  Working Interest Owners
Addressee List Attached

Re:  Patriot AIZ #6 .
Township 19 South, Range 25 East
Section 21: SE/4
Eddy County, New Mexico

Gentlemen:

Pursuant to the Operating Agreement covering the captioned acreage, Yates Petroleum
Corporation proposes the drilling of the captioned well. The proposed footage location is 1980’
FSL and 660’ FEL of Section 21-T19S-R25E to test the Canyon formation.  Authority for
Expenditure costs for the 8300’ test are $253,700 dry hole and $595,700.00 completed.
Enclosed for your review are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
N~ -
Randy G. Patterson
Land Manager

RGP:de

enclosure(s)
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CERTIFIED MAIL _

RETURN RECEIPT REQUESTED

TO  WORKING INTEREST OWNERS
ADDRESSEE LIST ATTACHED

RE: Hooper “AMP"” Com #4
Township 19 South, Range 25 East
Section 20: NE/4
Eddy County, New Mexico

Gentlemen:

By letter dated March 1, 1995 we received Nearburg's proposal for the drilling of a
well at a location 660' FNL and 660" FEL of Section 20, T19S-R25E. Pursuant to the
Operating Agreement covering the captioned acreage, Yates Petroleum Corporation,
as operator, hereby proposes the drilling of the captioned well at a location 660’ FNL
and 660' FEL of Section 20, T19S-R26E to a depth of 8,300' to test the Canyon
formation. Authority for Expenditure costs for the 8,300' test are $253,700 dry hole
and $595,700 completed. We invite you to join with us in drilling this well. Enclosed
for your consideration are two copies of the detailed AFE.

If satisfactory, please indicate your election to join by signing and retuming one
copy of the AFE to our office.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION
Randy G. Patterson

Land Manager

RGP/dep
Encl.



e

R A I

AL A e e w e

. TasAatlsy

A

P

TN

MARTIN YATES, I
1912-1985
FRANK W. YATES
1936 - 1986

To:  Working Interest Owners
Addressee List Attached

Gentlemen:
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ARTESIA, NEW MEXIC0O88210
TELEPHONE (505) 748-1471

March 6, 1995
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S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

SECRETARY

DENNIS G. KINSEY
TREASURER

Re: Cutter APC #1

Township 19 South, Range 25 East

Section 21: SE/4
Eddy County, New Mexico

Pursuant to the Operating Agreement covering the captioned acreage, Yates Petroleum

Corporation proposes the drilling of the captioned well.
FSL and 660’ FEL of Section 21-T19S-R25E to test the Canyon formation.

The proposed footage location is 660’

Authority for

Expenditure costs for the 8300° test are $253,700 dry hole and $685,700.00 completed.
Enclosed for your review are two (2) copies of the detailed AFE.

Please indicate your election to join by signing and returning one copy of the AFE to our office.

Thank you.

RGP:de
enclosure(s)

Very truly yburs,

YATES PETROLEUM CORPORATION

e

Randy G. Patterson
Land Manager

TOTAL COSTS

AEFT IRAT 33— B
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_CORPORATION Execunve vice Presivent

RANDY G. PATTERSON
SECRETARY

105 SOUTH FOURTH STREET DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TReAsuren

' TELEPHONE (505) 748-1471
March 9, 1995

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

ECEIVE]
- Nearburg Exploration Company

3300 North ‘A’ Street MAR | 01995
Bldg 2 Suite 120 |
Midland, Texas 797056

RE: Big Walt 2 State Com #4
Township 22 South, Range 24 East
Section 2: E/2
Eddy County, New Mexico

Gentlemen:

Yates Petroleum Corporation proposes drilling the Big Walt 2 State Com #4 well to a
depth of 8,800’ to test the Canyon formation at a location 1,980' FNL and 660' FEL of
Section 2, T22S-R24E, Eddy County, New Mexico. Estimated costs for drilling this
test are $408,800 dry hole and $832,600 completed. An Authority for Expenditure in
duplicate is enclosed for your consideration. We invite you to join with us in drilling
this well. '

| If satisfactory, please sign and return one copy of the enclosed AFE.
Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

Randy G. Patterson
Land Manager

RGP/dep
Encl.

. TOTAL COSTS ‘ < [ 7 408,800] < 832,600]
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