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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between MARSHALL PIPE & SUPPLY COMPANY--=w----

hereinafter designated and
referred 10 as "'Operator™*, and the signatory party of parties other than Operator, sometimes hereinafier referred to individually herein
a3 ""Non-Operator ", and collecuvely as '*Non-Operators'”.

WITNESSETH:

WHEREAS. the partes to this agreement are owners of oil and gas leases andior oil and gas interests in the land identified in
Exhibit **A™", and the parties hereto have reached an agreement 1o explore and develop these leases andlor 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 10 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 1o 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 wacts of Lnd
lving 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 10 be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas jeasehold interests and oil and gas interests
are described in Exhibit A",

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

F. The term *‘drillsite’” shall mean the oil and gas lease or interest on which a proposed well is 10 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 10 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 leminine.

-

ARTICLE I1.
EXHIBITS

The following exhibits. ss indicated below and attached hereto, are incorporated in and made a part hereof:
R A. Exhibit **A**, shall inciude the following information:
(1) ldentification of lands subject to this agreement.
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
{5) Addresses of parcies for notice purposes.
Exhibit **B"*, Form of Lease.
Exhibit *'C"’, Accounting Procedure.
. Exhibit **D*’, Insurance.
Exhibit *'E"’, Gas Balancing Agreement.
Exhibit **F’*, Non-Discrimination and Certification of Non-Segregated Facilities.
m (DELETED)

)i any provision of any exhibit, except Exhibit *'E'* snd==2G" is inconsistent with any provision ounumed in ahe body

of this agreement, the provisions in the body of this agreement shall prevail.
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ARTICLE IIL.
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 ali purpous of this agreement
and during the term hereo! a4 secacvactivddn et
shall be deemed to own both the royalty interest reserved in such lease md the interest of the lessee mereunder

B. laterests of Parties in Costs and Production:

Unless changed by other provisions. all costs and Labilities 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
pavment of royalties 1o the extent of ONE=F JGHTH ” /81 which shall be borne as hereinafter set forth.

Regardless of which party has conuributed 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 Conuact 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 rovalty amount stipulated hereinabove and shall hold the
other parties free from any liability therefor. No party shall ever be tesponsible. however, on a price basis higher than the price received
by such party, 10 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 8 higher price basis, the party contributing the aflected lease shall bear the additional rovalty burden attributable to
such higher price.

Nothing contained in this Article 111.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 royahy.
overriding royalty, production pavment or other burden on production in excess of the amount stipulated in Ariicle 11I1.B.. such party so
burdened shall assurne and alone bear all such excess obligations and shall indemniiy and hold the other parties hereto harmiess from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:
AFTER THE DATE OF THIS AGREEMENT
If any party should create an merndmg rovalty, producuon pavment or other burden pavable out ol producuon
attributable 10 its working interest hereunder, : ] - !

:a:;zb&g:n::::h:p:n: {any such interest being hereinafter telerred 10 as subsequeml:. created interest” irrespective of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafier referred
to as “‘burdened party’’), and:

1. Y the busrdened party is required under this agreement to assign or relinquish to any other party, or parties. all or a portion
of its working interest andior the production attributable thereto. said other party. or parties. shall receive said assignment andior
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 snd demands for payment asserted by owners of the subsequently created intesest;
and,

2. ! the burdened party (ails to pay, when due, its share of expenses chargea‘ble hereunder., all provisions of Article VILB. shall be
enforceable against the subsequenily created interest in the same manner as they are enforceable against the working interest of
the burdened party.

ARTICLE IV.
TITLES

A. Tide Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or. if
the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included. or planned to be includ-
ed. in the drilling unit around such well. The opinion will include the ownership of the working interest. minerals, royalty, overriding
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases andlor oil and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obuined by Operator. Operator shall
cause title 1o be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furmshcd to each party
hereto. The cost incurred by Operator in this title program shall be borne as follows:

O Opton No. 1: Costs incurred by Operatar in procuring abstracts and title examination (including preliminary, supplemental,
Shul'mopiniom and division order title opinions) shall be a part of the administrative overhead as provided i Exhitit **C™,
and shall not be a direct charge, whether performed by Operator’s staff attorneys or by outside attorneys.

-2-
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ARTICLE IV
%"v; continued
1 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination
2 (including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
3 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-
4 hibit **A’". Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
3 functions.
6
7 Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection
8 with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
9 designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
10 This shall not prevent any party from appearing on its own behalf at any such hearing.
11
12 No well shall be drilled on the Contract Area until after (1) the title to the drilisite or drilling unit has been examined as above
13 provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
14 ticipate in the drilling of the well.
15
16 B. Loss of Title:
17
18 lalmel Tils Soau s il s g+ e
19 reduction of interest from that shown on ExHTbTE; 9 3 _
20 from final determination of title failure to acquire a new lease or other instrument curing the enuret) o{ the title
21 tion will not be subject to Arucle VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to all re ing oil
22 and gas leases and interests: and, o
23 (a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss 3 At shall not be
24 entitled to recover from Operator or the other parties any development or operating costs which it may have therewg 4‘p.ud or incurred,
25 but there shall be no additional liability on its part to the other parties hereto by reason of such title failure, \f
26 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operalwzo[ the interest which has
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the ume it is determmeqlbdlly that tide failure has oc-
28 curred, so that the interest of the party whose lease or interest is affected by the utle failure will Lh@ﬁer be reduced in the Contract
2 Area by the amount of the interest lost; *“"
30 {c) If the proportionate interest of the other parties hereto in any producing well therpgofore drilled on the Contract Area is
3] increased by reason of the title failure, the party whose title has failed shall receive the proﬁimbmable to the increase in such in-
32 terest (less costs and burdens attributable thereto) unul it has been reimbursed for unreci éd costs paid by 1t in connection with such
33 well; ge
34 {d) Should any person not a party to this agreement, who is determined to be t—ﬁe owner of any interest in the title which has
35 failed, pay in any manner any part of the cost of operation, development, or equnpgwn such amount shall be paid to the party or parties
3, who bore the costs which are so refunded,; 7
37 (e) Any lability to account to a third party for prior production of oil and gas which arises by reason of title failure shall be
38 borne by the party or parties whose title failed in the same proportions lg ‘which they shared in such prior production; and,

39 (f) No charge shall be made to the joint account for legal expcmhes or salaries, in connection with the defense of the interest
40 claimed by any party hereto, it being the intention of the parties herc
41 connection therewith.

ythat each shall defend title to its interest and bear all expenses in

42 5
43 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or aversight, any rental, shutiin well
44 payment, minimum royalty or royalty payment, is not paid of is erroneously paid, and as a result a lease or interest therein terminates,

45 there shall be no monetary liability against the party who fajled to make such payment. Unless the party who failed to make the required
46 payment secures a new lease covering the same interest wjthin ninety (90) days from the discovery of the failure to make proper payment,
47 which acquisition will not be subject to Article VIU.B,, the interests of the parties shall be revised on an acreage basis, effective as of the
48 date of termination of the lease involved, and the pagy, who failed to make proper payment will no longer be credited with an interest in
49 the Contract Area on account of ownership of {ease or interest which has terminated. In the event the party who failed to make the
50 required payment shall not have been fully red ursed, at the time of the loss, from the praceeds of the sale of oil and gas attributable to
51 the lost interest, calculated on an acreage bgm for the development and operating costs theretofore paid on account of such interest, it
52 shall be reimbursed for unrecovered actug! costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
53 or wells previously abandoned) from sqarnuch of the following as is necessary to effect reimbursement:

54 (a) Proceeds of oil and gas, 15,; operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis,
55 up to the amount of unrecoveredﬁsls
56 (b) Proceeds, less operaun’ ‘expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of

57 oil and gas thereafter producsd and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease
58 termination, would be attg] utable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
59  portion of the oil and rs to be contributed by the other parties in proportion to their respective interests; and,

o0 {(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of

o gl dhe privjeas ol particoing

62

63, 3. Other Losses: All losses incurred, other than those set forth in Articles [V.B.1. and IV.B.2. above, shall be )omt’lfisses
64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining gortion of
65  the Contract Area. _i‘
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

--==MARSHALL PIPE & SUPPLY COMPANY—==—m— oo oo oo cmmmm o ee shall be the

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

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

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 removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of wwe2yrorasore 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 Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-

porate name or structure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of eve¥2yBFmere 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 mwe<2Fermere parties owning a majority interest based
on ownership as shown on Exhibit **A’’ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

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

D. Drilling Contracts:

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

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the_LSt day of November , 19_86 | Operator shall commence the drilling of a well for
oil and gas at the following location:

2310 % & 1650' FNL, Section 26, T2S R29E,
Roosevelt County, New Mexico

and shall thereafter continue the drilling of the well with due diligence to a depth sufficient to test the

Pre-Cambrian formation or 7350', whichever is the lesser depth, »
[

unless granite or other practically impenetrable substunce or condition in the hole, which renders furcher drilling 1mpracucal is en-
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. )
Operator shall make reasonable tests of all formations encountered during drilling which give indication of Contammg oil and
gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formauons m whnch
event Operator shall be required to test only the formation or formations to which this agreement may apply ’ ,_; 'L....;»:.. .
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ARTICLE V]
continued

U. 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.L. shall thereafter apply. .

OR ON LANDS.-TO BE POOLED WITH LEASEHC
B. Subsequent Operations: SUBJECT TO THIS AGREEMENT TO COMPLY W

ope Should hcr ) APPROPRIATE SPACIN? REGULATIONS

1. Proposed rations: Should any party €10 esirr1t qcrill “k" well on the Convact Area/asivo=thanguwsizpoesi]

SRR, of to rework. deepenkr%[ng ?c e:ﬂr shoiednﬁeadca the joint se of all ] el iy v y all
e T SRR e o ot oL LS OB

the parties and not then producing in paying Quantities, the party desiring to drill. rework, deepenﬁr P give the
other parues written notice of the proposed operation, specifying the work 10 be performed, thi Jocation, gmoosed depth. objecuve forma-

tion and the esumated cost of the operation. The parties receiving such a notice shall have JIE after receipt of the notice
frith'\p f-hich o nptify th.e party wishing 10 do the work whﬂ.heé §hp:ip J‘éct teo pzrs('glcéfétf ;‘ng%f( cost of the proposed opcrmm'm 1 a drill-
ing rig_is on location. nou (q proposal to rework, plug backor dhll deeper thay be givén by telephone and the response period shall be
limited WENTYZEOUR {2«4 IINclusive 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 paruicipate in the cost of the proposed operation. Any nouce or
response given by telephone shall be promptly confirmed in writing.

If all parties elect 1o participate in such a proposed operatian, Omrjﬁmﬂ 90} days after expiration of the nodce
period E.}}H.Elf““ (or as promptly as possible afier the expiration o . odr period when a drilling rig is on oca-
tion. as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty {30) additonal days if, in the sole opinion of Operator, such additional time is reasonably necessary to obuin
permits from governmemtal 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 {orce majeure provisions of Article XI. if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted (o the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made. '

2. Operauons bv Less than All Parties: I any party receiving such notice as provided in Article VI.B.1. or VII.D.1. (Opuon
No. 2) elects not to participate in the proposed operation. then. in order to be entitled to the benefits of this Article. the party or parties
giving the nouce and such other parties as shall elect to participate in the operation ghall, »ithin ninety ays after the expiravon of
the notice period of%mor as promptly as possible alter the expiration of W@iﬁd when a driling 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 i Operator i3
2 Non-Consenting Party. the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties. or ®) 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 wich all terms and con-
ditions of this agreement.

If Jess 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 apd i recommmdat' s
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, wi‘iﬁmm}s
Ificlusive of Saturday, Sunday and legal holidays) alter receipt of such notice, shall advise the proposing party of its desire 10 (a) limut pas-
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 elec;QLI nder (a). In the event a drilling rig is on location, the time permitied for
. such a response shall not exceed a total r Qinclusive of Saturday, Sunday and lega! holidays). The proposing pany,

at its election, may withdraw such proposal if there is insufficient participation and shall prompuy notify all parties of such decision.

The endre cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected 10 bear same under the 1erms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such
operauons free and clear of all Liens and encumbrances of every kind created by or arising from the operadons of the Consenting Partes.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article resuls in a pro-
ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well 10 produce at their sole cost-and risk,

El
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ARTICLE V]
continued

and the well shall then be turned over 1o Operator and shall be operated by it at the expense and for the account of the Consenung Par-
nes. Upon commencement of operauions for the drilling. reworking, decpening or plugging back of any such well by Consenung Parues
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed o have relinquished to Consenung Parties,
and the Consenung Parues shall own and be entitled to receive. in proportion to their respective interests, all of such NonConsenting
Party's interest in the well and share of producuon therefrom unul the proceeds of the sale of such share, calculated at the well. o¢
market value thereol i such share is not sold. {after deducting production taxes, excise 1axes. royalty, overriding royalty and other in-
terests not excepted by Article 111D, pavable out of or measured by the production from such well accruing with respect to such ingerest
unul it reverts) shall equal the total of the following:

{a) 100% of each such Non-Consenung Party's share of the cost of any newly acquired surlace equipment beyond the welihead
connections (including. but not limited 10, stock tanks, separators, treaters, pumping equipment and piping). plus 100% of each such
Non-Consenung Party's share of the cost of operaton of the well commencing with first production and continuing unul each such Non-
Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenung Party’s share of such costs and equipment will be that interest which would have been chargesbie to such Non-Consendng
Party had it participated in the well from the beginning of the operations; and

(®) @ % of that portion of the costs and expenses of drilling. reworking, deepening. plugging back, testing and compleung,
sfter deducting any cash contributions received under Article VIU.C.. and 300 _% of that portion of the cost of newly acquired equip-
ment in the well (10 and including the wellhead connections), which would have been chargeable to such Non-Consenting Party il it had
paruicipated 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 thereof, 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 therenn If
such a reworking or plugging back operation is proposed during such recoupment period. the provisions of this Arucle V1.B. shall be ap-
plicable as between said Consenung Parties in said well.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production. or the
proceeds therefrom. Consenung Parties shall be responsible for the payment of all production. severance. excise, gathering and other
taxes. and all royalty, overriding royalty and other burdens applicable 1o Non-Consenting Party’s share of producuion not excepted by Ar-
ticle I11.D.

In the case of any reworking. plugging back or deeper drilling operation. the Consenting Parties shall be permitted 10 use, free
of cost. all casing. tubing and other equipment in the well. but the ownership of all such equipment shall remain unchanged: and upen
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 thereol, with each party feceiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (60) days alter 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 10 the well, and an
itemized statement of the cost of drilling, deepening. plugging back, testing. completing. and equipping the well for production; ar. 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 thereafter, during the time the Consenting Parties are being reimbursed as provided above. the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and Labilities in-
curred in the operation of the well, together with 2 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 6il and pas
produced during any month, Consenting Farties shall use industry accepted methods such as, but not limited to, metering or periodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation
which would have been owned by 2 Non-Consenting Party had it participated therein shall be credited against the total unrerumed costs _

_of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revert o it as

abave provided; and if there is 2 credit balance, it shall be paid 10 such Non-Consenting Party. _
- N
x: :‘ L .
T e
-l e
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ARTICLE V1
continued

1 and when the Consenting Parties recover {ram 3 Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automaucally 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 producuon
therefrom as such Non-Consenting Party would have been entitled 1o 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 operauon of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VI.B.2.. it is agreed that without the mutual consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Ares 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 apphcmon whatsoever to the drilling of the initial well

as 1o the reworking, dcepenmg?an? Exumg‘-ﬁd‘ o? Sch mm:? ‘}ﬁ‘g
after it has been drilled to the depth specified in Article VI.A. if it shall therealter prove to be a dry hole or, if initially completed for pro-
duction, ceases to produce in paying quantities.

-

3. Stand-Bv Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response ta 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 decpen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant 10 the terms of the second gram-
maucal paragraph of Article V1.B.2, shall be charged to and borne as part of the proposed operation, but if the propasal 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 2 *‘deepening’” operation shall
also be applicable 10 any proposal to directionally control and intentionally deviace a well from vertical so as to change the botiom hole
location (herein called *‘sidetracking™’), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulues. 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 10 participate. tender 10 the well bore owners its proportionate share (equal
10 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 am existing dry hole, reimbursement shall be on the basis of the actual costs incurred 1n
the iniual 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 previouslv 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 estmated cost of salvaging and the estimated cost of plugging and abandoning.

sidetracking operation is given while the drilling rig 10 be utilized is on location. the response period
shall be |1 Wzouu,mlusive of Saturday Sundzz legal holidays: provided. however, any party may request and
receive up to eight (8) additional days after expiratimm%@mms 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 1o respond on a day-to-day basis in the proportion each electing par-

ty’s interest as shown on Exhibit **A’" bears 10 the total interest as shown on Exhibit **A°" of all the electing parties. In all other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND:

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced from the Contracu Area,
exclusive of production which may be used in development and producing operations and in preparing and weatng oil and gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separatedisposiuon by any
party of its proportionate share of the production shall be borne by such party. Any party taking its share of produnion'in kiod shall be
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ARTICLE V1
ocontinued

required 10 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 .rom
the Conuract Area. and. except as provided in Article VILB.. shall be entitled to receive payment directly from the purchaser thereol for
its share of all production.

In the event any party shall fail 1o make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil produced from the Conuact 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 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 10 exercise at any time its right 1o take in kind, or separately dispose of, its share of all cil not previously
delivered 10 3 purc‘ aser. Any purchase or sale by Operator of any other party’s share of oil shall be only for such reasonable periods of
ume 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. REASONABLY OBTAINABLE UNDER THE CIRCUMSTANCES

In the event one or more parties’ separate disposition of its share of the gas causes split-stream deliveries to separate pipelines sndior
deliveries which on a day-to-day basis for any reason are not exactly equul to a party’s respective propartionate share of total gas sales w0
be allocated 1o 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 1o Contract Area and Information:

Each party shall have access to the Contract Area at ali epasenable times. at its sole cost and risk 1o inspect or observe operations.
and shall have access at reasonable times to information pertaining to the development or operation thereof. including Operartor s books
and records relating thereto. Operator, JPEFReFIR. af the other parties with copies of all forms or reports filed with
governmenial agencies, daily drilling reports, well logs. Sttt ey s d-aovmtpplyiise s cpmpsicnlotachop-oind-giahrfrey oy

st and shall make available samples of any cores or cuttings taken from any well drilled on the Conuact Area. The cost of

gathering and furnishing information to Non-Operator, other than that specified above. shall be charged 10 the Non-Operator that re-
quests the information.

rol
»

E. Abandonment of Wells:

1. Abandonment of Drv Holes: Except for any well drilled or deepened pursuant to Artcle V1.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

b Hl parties. Should Operator, after diligent effort. be unable ta contact any partv, or should any party fail to reply
BRI

ithin sy hours i lusive of Saturday. Sunday and legal holidays) after receipt of notice of the proposal 1o plug and abandon
such well, such party shall be deemed 1o have consented (0 the proposed abandonment. All such wells shall be plugeed 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 1o plugging and abandoning such well shall have the right to take over the well and conduct lurther
opetations in search of oil and-or gas subject to the provisions of Article V1.B.

2, Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenung Parnies have not been fulls reimbursed as herein provided. any well which has been completed as ¢
producer shall nat be plugged and abandoned withaut the consent of all parties. It all parties consent te «uch abandonment. the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost. risk and expense of all the parnes herete. lit. wathin
thirty (30) davs aler receipt of notice of the proposed abandonment of any well. all pariies do not agree 1o the abandonment of such well.
those wishing 1o continue its operation from the intervalis) of the formation‘s. then apen 10 production shall tender 1o ¢ach of the ather
parties its proportionate share of the value of the well's salvable material and equipment. determined in accordance with the provisiont 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 3s 10 quantity. of fitness for use of the equipment and
material. all of its interest in the nell and related equipment. together with its interest in the leasehold estate as to. but oniv as to. the in
terval ar intervals of the formaton 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-

rervals of the formaton or formations then open to production g X so long dessmns as ail andfor gas is pro
duced from the interval or intervals of the formation or formations covered thereby, sehdrrseetrpeelertry T Sy

‘FROM SUCH WELL BORE
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“'B"". The assignments or leases so Limited shall encompass the *'drilling unit’* upon which the well is located. The payments by. and the

; assignments of leases to. the assignees shall be in a ratio based upon the relationship of their respecuve percentage ol participauon in the
3 Contract Area to the aggregate of the percentages of participauon in the Conuact Ares of all assigraes. There shall be no readwsunem of
4 interests in the remaining poruon of the Contract Area.

5 .

(4 Thereafter. abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from
7 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-
B quest. Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
9 templated by this agreement, plus any additional cost and charges which may arise a3 the result of the separaie ownership of the assigned
{0 well. Upon proposed abandonment of the producing interval(s) assigned or leased. the assignor or lessor shall then have the option to
1 fepurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
12 wvisions hereof. -
13

14 3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1, or VL.E.2. above shall be applicable a5 between

I3 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
16 permanenily plugged and abandoned unless and untit all parties having the right to conduct further operations therein have been notified

17 of the proposed abandonment and afforded the oppartunity 10 elect to take over the well in accordance with the provmons of this Article
I8 VIE

20 ARTICLE VIIL
21 EXPENDITURES AND LIABILITY OF PARTIES

23 A. Liability of Parties:

The liability of the pardes shall be several, not joint or collective. Each party shall be responsible only for its obligations. and
26 shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly. the liens granted
27 among the parties in Article VILB. are given to secure only the debts of each severally. It is not the ntention of the panies to create. nor
28 shall this agreement be construed as creating. a mining or other partnership o assoCiation. o

/mmm
29 JOINT VENTURE OR AGENCY RELATIONSHIP, OR TO RENDER PARTIES LIABLE AS PARTNERS, CO-

30 B. Liens and Payment Defaclts:  VENTURERS OR PRINCIPALS. \
31 .
32 Each Non-Operator grants 1o Operator a lien upon its oil and gas rights in the Conuract Area. and a security interest in its share

33 of oil andlor gas when extracied and its interest in all equipment. 10 secure pavment of its share of expense. together with | interest thereon
34 at the rate provided in Exhibit **C"". To the extent that Operatcr has a security interest under the Uniforrn Commercial Code of the
3% 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-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherae alfect the lien
37 rights or security interest as security for the payment thereol. In addition. upon default by any Non-Operator in the payment of its share
38 ol expense. Operator shall have the right. without prejudice 10 other rights or remedies. to collect from the purchaser the proceeds from
39 the sale of such Non'Operator’s share of oil andior gas until the amount owed by such Non-Operator. plus interest. has been paid. Each
40 purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any default. Operator grants a like lien
41 and security interest to the Non-Operators to secure payvment of Operator’s proportionate share of expense.
42 .
43 If any panty fails or is unable to pay its share of expense within sixty (6G0) days after rendition of a statement thercior by
“H Operator, the non-defaulting parties. including Operator, shall. upon request by Operator, pay the unpaid amount in the proportion that
495 the interest of each such party bears to the interest of all such parties. Each party so paving its share of the unpaid amount shall. 10 obtain
46 reimbursement thereol. be subrogated to the security rights described in the foregoing paragraph. Operator may nﬂsf
charge DEPCO , Inc., Nicor Exploration Company or Yates Petroleum Lorporation
= pursuant to this paragraph for the unpaid share of expense of Operator or any,

wof the other Non-Operator parties toc this agrge ementy . AtSQ 208 Mﬁiﬂ[};hﬁu
£o% _sddivions to the abave greiele, . . J

48 C. Payments and Accounting:

4

5(()) Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses in‘currchin the de.\-clopmem.
51 and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto wul'? x.l'mr sespective propos-
32 tionate shares upon the expense basis provided in Exhibit J SR Operator shall keep an accurate record of the joint account hereunder,
93  showing expenses incurred and charges and credits made and received.

:: Operator. at its election. shall have the right from time to time 1o demand and receive from the other partics payment in advance
56 of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
%7 month. which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
SR with an invoice for its share thereof. Each such statement and invoice for the pavment in advance of estimated expense shall be submitted
39  on or before the 20th &ay of the next preceding month. Each party shall pay ta Operator its propartionate share of such estumate within
60 filteen (15) davs after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time. the amount
61 due shall bear interest as provided in Exhibit **C** until paid. Proper adjustment shall be made monthly between advances and sctual ex-
62 pense 10 the end that each party shall bear and pay its proporiionate share of actual expenses incurred. and no more.

63 .

04 D. Limitation of Expenditures:

63

66 1. Drill or Deepen: Without the caonsent of all parties. no well shall be drilled or deepened. except any well drilled or deepened
67 pursuant 1o the provisions of Article V1.B.2. of this agreement. Consent 10 the drilling or deepening shall include: )

68

9

70 ~-9-
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O Option No. 1: All necessary expenditures for the drilling or deepening, testing. completing and equipping of the well. induding
necessary tankage and/or surface faciliues,

x‘ Option No. 2: All necessary expenditures for the drilling or deepening and tesung of the well. When such well has reached its
authorized depth. ahd all tests have been completed. and the results thereof furnished to the parues. Operator shall giw (2‘
to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall fiave foresd
(#Fhours Ilclusive of Saturday. Sunday and legal holidays) in which 0 elect 10 participate in the setung of casing and the compleuon at-

t'& wh ma% :hﬁtﬁg de consent 1o all necessarv expenditures for the completing and equipping of such well, ia:

Rati ik .__._.._d_- ¢4 A‘o Eur a 1&;.%@1&@5&{]}»;;.‘- 1eceiving such notice to reply within the period above fixed shall
consutute 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.
11 elect 1o set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase *‘reworking. deepening or plugging

2 back '’ as contained in Article V'LB.2. shall be deemed 10 include **completing ") shall apply to the operations therealter conducied by less
13 than all parties.

(=20 BN I RV I SRV N

15 2. Rework or Plug Back: Without the consent of all parties. no well shall be reworked or plugged back except a well reworked or
16 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
17 include all necessary expenditures in conducting such operauons and completing and equipping of said well. including necessary tankage
18 and/or surface facilities.

20 3. Other Operations: Without the consent of all parties. Operator shall not upderiake any single project reasonably estimated
21 1o require an expenditure in excess of TWENTY~-FI1VE THOUSAND AND NQZ ” ! I--—- Dollars ($ Zé | ! I l ! I l_.....)

22 except in connecuon with a well, the drilling. reworking, deepening. completing, recompleting. or plugging back of which has been
23 previously authorized by or pursuant to this agreement: provided. however, that. in case of explosion. fire. flood or other sudden
24 emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
25 10 deal with the emergency to safeguard life and property but Operator, as promptly as possible. shall report the emergency 10 the oxher
26 parties. lf Operator prepares an authority for expenditure (AFE) for its own use. Operator shall furnish any Non-Operator so requesting

27 an informagion copy thereol for any single project costing in excess of -
28 Dollars (séﬂ.ﬂfﬂ.mxn but less than the amount first set forth above in this paragraph.

29

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

31

32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the

33 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-
34 tributed interests in the same lease to this agreement. such parties may designate one of such paruies 1o make said payments for and on
39 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
36 failure to make proper payment of any rental. shut-in well payment or minimum royalty through mustake or oversight where such pay-
37 ment 18 required to continue the lease in force. any loss which results from such non-payment shall be borne¢ in accordance with the pro-
IR visions of Article l\m VAR I

39

40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production
41 of a producing gas well. at least five (3) days iexcluding Saturday. Sunday and legal holidavs). or at the earliest opportunity permitted by
42 circumstances. prior to taking such acuon. but assumes no liabulity for failure to do so. In the event of failure by Operator to so notify
43 Non-Operator. the loss of any lease contributed hereto by Non-Operator for failure to make timely paymen:s of any shut-in well payment
44 shall be borne jointly by the parties hereto under the provisions of Article 1\V'.B.3.

45

4 F. Taxes:

47

48 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all property

49  subject to this agreement which by law should be rendered for such taxes. and it shall pay all such taxes assessed thereon belore they
50  become delinquent. Prior to the rendition date. each Non-Operator shall furnish Operator intormation as to burdens (to include. but not
S1  be limited to. royalties. overnding royalties and production payments) on leases and oil and gas interests contributed by such Non-
52 Operator. If the assessed valuation of any leaschold estate is reduced by reason of its being subject to outstanding excess rovalties, over-
) $3  nding rovalties or production payments. the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
54  owners of such leaschold estate. and Operator shall adjust the charge to such owner or owners so as 1o reflect the benefit of such reduc-
59 tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
56 anything to the contrary herein. charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
57 value generated by each party’s working interest. Operator shall bill the other parties for their proportionate shares of ali 1ax pavments in
s&  the manner provided in Exhibit **C™".
9
60 If Operator considers any tax assessment improper. Operator may. at its discretion, protest within the time and manner
61 prescribed by law. and prosecute the protest to a final determination. unless all parties agree to abandon the protest prior 10 final detes-
62  mination. During the pendency of administrative or judicial proceedings. Operator may elect to pay. under protest. all such taxes and any
03  interest and penalty. When any such protested assessment shalt have been finally determined. Operator shall pay the tax for the joint ac-
61 count, together with any interest and penalty accrued. and the total cast shall then be assessed apainst the parties. and be paid by them. as
03  provided in Exhibn **C™,

66

67 Each party shall pay or cause to be paid all production. severance. excise. gathering and other taxes imposed upon or with respect to
68  the production or handing of such party’s share of oil andfor gas produced under the terms of this agreement.

69 <

70 i

-10-
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ARTICLE V11
continued

G. lnsurance:

At all times while operations are conducted hereunder, Operator shall .omply with the workmen’s compensation law of
the state where the operauons are being conducied; provided, however, that Operator may be a seli-insurer for hability under said com-
pensation laws in which event the only charge that shall be made 10 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 s part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensauon
law of the staie where the operations are being conducted and to maintain such other insurance as Operator may r2quire.

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 premivms paid for such insurance for Operator’s sutomotive equipment.

ARTICLE VHL
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 oit 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 a term of one (1) year and so long thereafter as oil andior gas is produced from the land covered thereby, set=
{oesere e e sihofararassvebedhereraysrohriettB= . 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 operauon of any well
atributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the lauter’s interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all matenial shall be determined in accordance with the provisions of Exhibit **C’", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party. the interest
shall be shared by such parties in the proportions that the interest of each bears 1o the total interest of all such paruies,

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

B. Renewal or Extension of Leases: ;

Il any party secures a renewal of anv oil and gas lease subject 1o this agreement. all other parties shali be notified promptly. and
shall have the right for a period of thisty (30) days following receipt of such notice in which to elect to participate in the ownership of the
renewal lease. insofar as such lease affects lands within the Contract Area, by paving to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area. which shall be in proportion to the
interests held at that time by the parties in the Contract Area.

I some. but less than all. of the parties elect to participate in the purchase of a renewal lease. it shall be owned by the parties
who elect 1o participate therein. in a ratio based upon the relationship of their respective percentage of parucipation in the Contract Area
10 the aggregate of the percentages of participation in the Contract Area of all paruies participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect 1o participate shall not be subject 10 this agreement.

Each pal:(,\' who participates in the purchase of a renewal lease shall be given an assignmeny/of its proport i 3 i _
by the acquiring party. &?EO}‘{{E%&&}KRW ht&gé&%%?
EXPRESSED OR IMPLIED

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease
or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, o taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject 1o this provision: but any lease taken or con-
tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject to
the provisions of this agreement.

ONLY EXTENSIONS AND LEASES

The provisions in this Article shall also be applicable to extensions of oil and gas leases, TAKEN DURING THE TERM OF .
THIS AGREEMENT SHALL BE SUBJECT TO PROVISIONS OF THIS ArTicLE VIII,

C. Acreage or Cash Contributions:

While this agreement is in force, if anv party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area. such contribution shall be paid to the party who conducted the drilling or other operaton and shall be
applied by it against the cos: of such drilling or other operation. If the contribution be in the form of acreage. the party to whom the con-
uibution is made shall promptly tender an assignment of the acreage, without warranty of title. to the Drilling Parties in the proportions
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ARTICLE VIII
continued

said Drilling Parues shared the cost of drilling the well. Such acreage shall become a separate Conuract Area and. 10 the extent posuble, be
governed by provisions idenucal to this agreement. Each party shall promptly notify all other parties of any acreage or cash contribuuons
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 10 earn acreare outside the Contract Area which are in squon of a well dnlled mude the Contract Area. FOR THE

PURPOSES OF THIS A%('IJ'IE : "ACREAGEI'SON'IF'RIBUUT gf‘:I(S:.HA 5 CDEEEED T0 lNngw&AﬁégéNé;
ACQH iﬁxﬁgrf%&ﬁ}'ﬂm any consndenuoﬁ relatmg o thsposition of suc panyrﬁsﬁN are o/\ ﬁsxmccs ng!,{m ereunder,
consideration shall not be deemed a contribution as contemplated in this Arucle VIIL.C.

(ol RN B - SRV I I

D. Maintenance of Uniform Interest:
10

12 party shall sell. encumber, transfer or make other disposition of its interest in the leases embraced within the Conuut Ates and in wells,

13 equipment and production unless SHERPESHOFTINEREER

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

2 M. at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
24 and approve and pay such party’s share of the joint expenses, and 10 deal generally with, and with power 1o bind, the coowners of such
25 party’s interest within the scope of the operations embraced in this sgreement; however, all such co-owners shall have the right to enter
26 into and execute all contracis or agreements for the disposition of their respective shares of the oil and gas produced from the Contract
27 Area and they shall have the right (o receive, separately, payment of the sale proceeds thereol.

28

2 E. Waiver of Rights to Partition:

30

i1 If permitied by the laws of the state or states in which the property covered hereby is located, each party hereto owning an

32 undivided interest in the Contract Area waives any and all rights it may have 1o partition and have set aside to it in severalty its undivided
33 interest therein.

34

33  EforsraexatRighracPociooes

30

57 e e e e o e e e o e e et £ e e b e o e e et e = ot = 12 - e = ar 4k = 9 0 = 7 ¢ 7 © = 5 e e © £ e 4 e i 8

a8

39 . g

40 . for a period okt

41 -- and. if this optional right is exercised, the purchas-
42  ing parties shall share the purchased i in she—Feportions that the interest of each bears to the total interest of all purchasing par-
43 ues. Hone\er there shall be_ne-ncferefitial right to purchase in those cases where any party wishes to mortgage its interests, or to
EY B eorganuauon consolidation, or sale of all or substanuially all of its assets to a subsidiary or parent com-
4% zebrers —pErtromraspomaienye altha el s
406

47 ARTICLE IX.

45 INTERNAL REVENUE CODE ELECTION

49

50 This agreement is not intended to create, and shall not be construed to create, a relationship ol partnership or an association

by | for profit between or among the parties hereto. Notwithsianding any provision hesein that the rights and liabilities hereunder are several

53 and not joint or collective, or that this sgreement and operations hereunder shall not consttute a partnership. il. for federal income tax
) 53 purposes. this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects 1o be excluded
34  from the application of all of the provisions of Subchapter **K™", Chapter 1, Subtitle **A*™", of the Intemal Revenue Code of 1954, as per-
55  mitted and authorized by Section 761 of the Code and the regulations promulgated thereundcr. Operator is authorized and directed to ex-
s6  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
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements,
s§  and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
59 evidence of this election. each such party shall execute such documents and furnish such other evidence as may be required by the
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other
6l action inconsisient with the election made hereby. If any present or future income tax laws of the state or states in which the Contral
62  Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter **K™*, Chapter 1,
63 Subtitle A", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 701 of the Code is per-
03  mined. each pariy hereby aflected shall make such election as may be permitted or required by such laws. In making the foregoing elec-
63 tion, each such pariy states that the income derived by such party from operations hereunder can be adequately determined wu,hom the
o6 computation of partnership taxable income.

('Y :
68 .

69 -

70 . ..-‘.'.-.;C'.;..
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settie any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed_ FIFTEEN THOUSAND AND NO/lOO ———————————————————————————— ~———mm——— Dollars
) -15,000.00-~-~ yand if the payment is in complete settlement of such claim or suit. If the amount required for scttlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority s
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 s
sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

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

The requirement that any force majeure shall be remedied with all reusonable 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 handied 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 o!
the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action. governmental delay, restraint
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which 1s
not reasonably within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopicr and addressed to
the parties to whom the notice 1s given at the addresses listed on Exhibit “*A’". The originating notice given under any provision herect
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 ir.
response thereto shall run from the date the originating notice is received. The second or any responsive nonce shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remamn in full force and effect as to the oil and gas leases and/or oil and gis interests subject hereto tor 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.

X Option No 1. Su long as any of the oil and gas leases subject 10 this agreement remain or are conunued in force as 1o any par:
of the Contract Area, whether by production, extension, renewal or otherwise.

{0 Option-No. 2: In the event the well described in Article VLA, 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 periodof . days from cessanon of all production; provided.
however, if, prior 1o the expiration of such additional period. one or more of the parties hereto are engaged in drilling. reworkiny, decpen-
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 event the
well described in Article VILA . or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, or tapab]e
of producing oil and/or gas trom the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
ing operations are commenced within ______ days from the date of abandonment of said well. "

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

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located. 10 the vahid rules.

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

B. Governing Law:

This agreement and all matters peruaining hereto, including. but nat limited to, matters of performance. non-performance, breach.
remedies. procedures. rights, duties and interpretation or construction. shall be governed and determined by the law of the state in which
the Contract Area is located. If the Contract Area is in two or more states. the law of the state of _NFY MEXICN
shall govern.

C. Regulatory Agencies:

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

/OR THE FEDERAL ENERGY REGULATORY COMMISSION

With respect to operations hereunder, Non-Operaxors‘ﬁ'rqE to release Operator from any and al) losses, damages. injuries. claims
and causes of action arising out of. incident to or resulting directly or indirectly from QOperaior’s interpretation or application of rules.
rulings. regulations or orders of the Department of Energy/{)r predecessor or successor agencies to the exient such interpretation or ap-
plication was made in good faith~ Each Non-Operator further agrees to reimburse Operator for any amounts applicable 10 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 interpretavion 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 cil sold hereunder or to any other person or entity pursuant 1o the requirements of the **Crude Oil Windfall Profit Tax Act
of 19B0™", 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 tme to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other inlormauor'\
which is required 10 be furnished by said Act in a timely manner and in sufficient deail to permat comphance with said Act.

ARTICLE XV.
OTHER PROVISIONS

RIGHT TO PARTICIPATE IN OPTION WELL. It is agreed and un-
derstood that if less than all parties hereto participate in
the drilling of a well pursuant to this Operating Agreement,
and if such well earns an option from third parties to drill
another well ("Option Well") and thus earns an interest in
such Option Well, then and in that event those parties only
who participate in the drilling of the earning well here-
under will have the option to participate in the drilling of
the Option Well (whether on or off the Contract Area) and
parties not participating in the earning well drilled
hereunder shall relinguish all rights in the Option Well and
any interest earned as a result thereof. As to any conflict
between the terms of this Article XV.A and Article VIII.C.,
the terms of this paragraph shall supersede and govern.

B.' RECOVERY OF COURT COSTS AND ATTORNEY'S FEES. For the col-

/ lection of any monies payable to a party hereto, and for the
foreclosure of liens created hereunder, the party to whom
such indebtedness is owed shall be entitled to collect from
the party in default the reasonable attorney's fees and
costs of court incurred in enforcing collection of such
account and for foreclosure of such liens.

C. In addition to the provisions of Article VII.B., the follow-

ing shall be a part of this operating agreement:

i) To secure payment of its share of expense incurred
under this Operating Agreement, together with interest
thereon at the rate provided for in Exhibit "C" hereto,
each Non-Operator grants to Operator a lien on all of
such Non-Operator's interest (now owned or hereafter
acquired) in all of the oil, gas and mineral leases,

<14 -



ARTICLE XV.
continued

mineral estates and other mineral interests comprising
the Contract Area, any properties now or hereafter
pooled or unitized with any of such leases, estates and
interests and, in each case, any instrument executed in
amendment, correction, modification, confirmation,
renewal or extension of the same and all unsevered and
unextracted oil, gas and other hydrocarbons which may
be produced, obtained or secured from the lands covered
and affected by such mineral leases, estates and
interests.

ii) To further secure its share of expenses incurred under
this operating agreement, together with interest
thereon at the rate provided in Exhibit "C" hereto,
each Non-Operator grants to Operator a security inter-
est in all of its interest (now owned or hereafter
acquired) in and to the following:

a) all equipment;

b) all hydrocarbons severed and extracted from or at-
tributable to the Contract Area;

c) all accounts (including, but not limited to, ac-
counts resulting from the sale of hydrocarbons at
the wellhead or mine), contract rights and general
intangibles arising in connection with the sale or
other disposition of any hydrocarbons;

d) fixtures; and
e) all proceeds and products of such properties.

Operator shall have no obligation to preserve rights
against prior parties. Nothing contained hereto shall
authorize a Non-Operator to sell or assign its interest
in the Contract Area or such collateral free and clear
of Operator's security interest hereunder.

iii) This Operating Agreement shall also be deemed a secur-
ity agreement gnd shall be enforceable in accordance
with the laws of the State of New Mexico applicable
thereto. This Operating Agreement may be filed as a
financing statement in accordance with the laws of the
State of New Mexico.

If Non-Operator does not, within the time provided in
Exhibit "C" hereto, pay or (if a request for such advance is
made) advance payment of the costs and expenses incurred or
to be incurred in the drilling, testing and equipping of a
well drilled or to be drilled hereunder, Operator may
“iwithout limiting any other type of right or remedies Opera-
tor may have in law or equity but subject to Operator's’
giving such Non-Operator at least 10 days written notice of
Operator's intention to make such a declaration of non-con-
sent by such party and during such 10 day period such /

.. Non~-Operator fails to pay such reguested. advance) declare
such Non-Operator to have non-consented with respect to such
well under the provisions of Article VI.B. of this Operating
Agreement and to be subject to the "non-consent penalty"
provided for therein,) in which event such non-consenting
Non-Operator will not share in any cash or acreage contri-
bution with respect to such well, will not participate in
any option earned as a result of drilling such well and will
not participate in the revenue from such well until the
recoupment by Operator and the consenting parties as pro-
vided in Article VI.B. above.

~1l4a-



E. Each Non-Operator is granted the same liens, rights and
options provided in "C" and "D" above to secure payments of
money owed to such Non-Operator by reason of the terms of
this Operating Agreement, whether such indebtedness is owed
by Operator or another Non~-Operator.

F. As used in this Operating Agreement, including Paragraphs A
through E above, the term Non-Operator refers to each
Non-~Operator who is subject to this Operating Agreement.

G. Insofpr _as.it .covers..the -Contract ArsaA,, this Operating
Agreement supersedeg fhe Operating Agreement attached to and
made a part of the Farmout Agreement dated December 3, 1985,
between DEPCO, Inc. and NICOR Exploration Company, as
Non-Operators, and Jack Ahlen, as Operator, and the Operat-
ing Agreement exlstlng etween Marshall Pipe & Supply
Company, as Opefator, and the other parties hereto (except
DEPCO, Inc. NICOR Exploration Company, xQSE »Egtgo;ggmi
Corporation and Jack Ahlen), as Non-Operators. - -

ke e st e

H. Except for the respective liens and security interests
provided for in this Operating Agreement, which shall extend
to all of the interests of the parties in the Contract Area,
and subject to the other terms hereof, this Operating
Agreement shall be deemed a separate Operating Agreement as
to each of the half-section tracts described on Exhibit A-3;
provided, however, that, except in the case of an emergency.

“involving a well theretofore approved for drilling or
-completion, Operator will not call for an advance of funds
pursuant to this Operating Agreement for the purpose of
commencing the drilling of a well on any of such seven
half-section tracts within 30 days following a previous
request for an advance of funds to drill or complete a well
on such seven-half section tracts of land. ..... - e

- o ik - At LR e i B2 e ek i § e B b B Lol SR B
o

I. Anything in this Operating Agreement to the contrary not-
withstanding, this Operating Agreement shall have no appli-
cation to or effect upon the South Half (S/2) of Section 27,
Township 2 South, Range 29 East, N.M.P.M., Roosevelt County,
New Mexico, or the reversionary or after payout interest of
Yates Petroleum Corporation in such property and such
property is expressly excluded from the Contract Area.

105
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ARTICLE XVL,
MISCELLANEOUS

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

.

This Operating Agreement may be exccuteld in multiple counterparts.
It shall not be necessary that eaci pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto,

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

IN WITNESS WHEREOF, this agreement shall be effective as of _lath day of ___August C10_86

OPERATOR
MARSHALL PIPE & SUPPLY COMPANY

(/7 W. Marshall, Partner

NON-OPERATORS

Jkdlpn M7 Connell S. T. Shoff
John Simpson A Thomas T. Adams )
Richard L. Mason R. C. Taylor, Jr. -
Fred Tucker, Jr. C. J. Schmitz
Bill Ross .. L. W. Yager

-15-
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Joe Yager Mary Yager

M. June Piersal Janetta Lou McGee
DEPCO, INC. WINTERGREEN ENERGY CORP.
By: By:

Vice President Vice President
NICOR EXPLORATION COMPANY YATES PETROLEUM CORPORATION
By: By:

Vice President Vice President

Jack L. Ahlen

EAGLE OIL & GAS CO. (as the holder
cof the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

COUNTY OF DALLAS §

Thi ingtrumen was acknowledged before me on the 4@
day of , 1986, by J. W. Marshall n behalf

of Marshall Pipe & Supply Company, a p

My Commission Expires:

Notdry Public in ?’fb&/
/ //9”0— y gggtate of Texag” VIRGINA Lee yomnson

34 HARVEST HiLL

S NoL DALLAS, TEXAS 75250
BRI (Print or Type Name of Notary)
D
‘"
\. /L ’
et S

,,,,
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THE STATE OW §
J §
W §

COUNTY OF

ThWt/was acknowledged before me on the
; gay of -~1986, by Dr. Ralph M. Connell.

‘be.'C_o_\mmission Expires:

>3

Y4

(Print or Type Name of Notaty

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by S. T. Shoff.

My Commission Expires:

AP 2
- R g e

R VIRGINIA LEE JOHNSO
........ T 5034 HARVEST HILLN
. . " : . DALLA

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by John Simpson.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Thomas T. Adams.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

-17-
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A.APL FORM 610 - MUDEL FORM OPERATING AGREEMEN: - 1982

ARTICLE XVL
MISCELLANEOUS

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

»

This Operating Agreement may be exacuted in multiple counterparts.
It shall not be necessary that eacii pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

Tris instrument may be executed in any number of counterparts, each of which shall be considered an original tor all purposes

FA
IN WITNESS WHEREOF, this agreement shall be effective as of __ L2t guy of ___August 1o_86

OPERATOR
MARSHALL BIPE & SUPPLY COMPANY

stsnll

[;/JZ W. Marshall, Partner

NON-OPERATORS

I

Dr. Ralph M. Connell S. T. Shoff

John Simpson ) Thomas T. Adams
Richard L. Mason R. C. Taylor, Jr,
Fred Tucker, Jr. C. J. Schmitz
Bill Ross .. L. W. Yager

-15-



THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Dr. Ralph M. Connell.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

1HE sTATE oF Afe2on A
COUNTY OF _ /74 RicoPA

§
§
§

74
This instrument was acknowledged before me on the ZO
day of 4QCI§ BER. . 1986, by S. T. Shoff.

. J e - 1 """\"““unn».-,,"'
My Commission Expires: (1;/,111(1;; 1 - medrsad T NI D ‘,
. . Notdry Public in and for T S
My Commission Expices Sapt. 1G, 1523 the State of dF/zon A v )‘7{/ e
I L RV VI
C‘um'[u‘u'( r_- (ﬁ/n'l)(r ¢ ft P, 9

(Print or Type Name of Notary) s < Y,
IO,
"’r’..‘\> ."o..!,‘." "\V‘\“

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by John Simpson.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE.OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Thomas T. Adams.

My Commission Expires:

Notary Public in and for
the State of

{Print or Type Name of Notary)

-17-
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A.APL FORM 6!0 - MUUEL FORM QOPERATING AGREEMENT - (982

ARTICLE XVIL.
MISCELLANEOUS

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

This Operating Agreement may be executeld in multiple counterparts.
It shall not be necessary that eacu pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

Tn.s instrument may be executed ir any number of counterparts, each of which shall be considered an original tor all purposes

IN WITNISS WHEREOF, this agreement shal be effective as of __ L4ED  guy of ___August 1086

OPERATOR
MARSHALL PIPE & SUPPLY COMPANY

. Mafshall, Partner

NON-OPERATORS

Dr. Ralph M. Connell S. T. Shoff
Ve 2.
Jghn Simpson . ' Thomas T. Adams
Richard L. Mason R. C. Taylor, Jr. e
Fred Tucker, Jr. C. J. Schmitz
Bill Ross .. L. W. Yager =

-15-
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THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Dr. Ralph M. Connell.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by S. T. Shoff.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the /33—

day of (2‘2 Lens , 1986, by John Simpson.

My Commission Expires: 7%4, Z ::AM

: 'C\ L Notary PubXZc in gnd for 47,
‘ the State of & Y
.« T MARY ANN R, DAPPER eud
¢
R NOTARY PUBLIC . )
o MY COMMISSION EXPIRES MARCH 31, 1987 MARY AN K. DAPPIR

DR (Print or Type Name of Notary)

THE STATE. OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Thomas T. Adams.

My Commission Expires:

Notary Public in and for
the State of

({Print or Type Name of Notary)

-17-
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVL
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 Operating Agreement may be exacuteld in multiple counterparts.
It shall not be necessary that eacn pariy sign the same counterpart,
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

Tris instrument may be executed ir. any number of counterparts, each of which shall be considered an original tor all purposes

IN WITNESS WHEREOF, this agreement shall be effective as of __0tH__ day of ___August 10_86

OPERATOR
MARSHALL PE & SUPPLY COMPANY

(i;}lw. flarshall, Partner

NON-OPERATORS

Dr. Ralph M. Connell S. T. Shoff

John Simpson ' Thomas T. Adams : _ 7
Richard P. Mason R. C. Taylor, Jr.

Fred Tucker, Jr. C. J. Schmitz

Bill Ross . L. W. Yager

~-15-



THE STATE OF

COUNTY OF

§
§
§
day of

This instrument was acknowledged before me on the
, 1986, by Dr. Ralph M. Connell.

My Commission Expires:

Notary Public in and for |
the State of

(Print or Type Name of Notary)

THE STATE OF

COUNTY OF

§
§
§
day of

This instrument was acknowledged before me on the
, 1986, by S. T. Shoff.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

COUNTY OF

§
§
§
day of

This instrument was acknowledged before me on the
, 1986, by John Simpson.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF ﬁ[g[fﬁf/ﬁd‘ § )
o § IO
county oF LWl §

Thi i
day of /&1///‘

nstrument was acknowledged before me on the ‘ZOZZ%
, 1986, by Thomas T, Adams.

‘e,
L < 1! PR
K \‘ E,) ‘
S e
K

» . @-I}&nﬁission Expires:
N o Tog R

i A b BB
ey ?Uég 55
S e ‘// 4 ! 7

Notary Public ipgfand for
the State of

. . -.<‘_-7(.;\:
a0, -

2,
///;23 o A St
"~',,:': * ;.‘- W 3'“,\“{‘\\ -vJ‘T

(Print or Type Name of Notary)

-17-



A.APL FORM 6!0 - MuUDEL FORM OPERATING AGREEMEN1 1982

1 ARTICLE XVI.

2 MISCELLANEOUS

3

4 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees,

5 legal representatives, successors and assigns.

(J »

This Operating Agreement may be exccuted in multiple counterparts.

It shall not be necessary that eacu pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties heretoc a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

7 Tris instrument may be executed ic any number of counterparts, each of which shall be considered an original for all purposes

8

9 IN WITNESS WHEREOF, this apreement shall be effective as of lath day of August 19 86

10

11

12 ' OPERATOR

13 MARSHALL PIPE & SUPPLY COMPANY

14

15

16

17

18

19

20

2

22 NON-OPERATORS

23

24

25

20

27

28
Dr. Ralph M. Connell S. T. Shoff

29

30

H

32

33 -

34 John Simpson Thomas T. Adams

35

36

37 ﬁf%§7<‘9 ;}1_‘3

.38 - 'd/.a—-o-..\\
39 Richard L. Mason

40

R. C. Taylor, Jr. -

44 Fred Tucker, Jr. C. J. Schmitz

49 Bill Ross .. L. W. Yager

-15-



THE STATE OF Wuﬂ
Z/ éé J 8
COUNTY OF ez /Z)/..{;o_/ §

This instrument was acknowledged before me on the /52
day of Lplfasic « , 1986, by Richard L. Mason.

ey 7
Notayy Public ig-and fox
the State of %‘lwt/lq

Mavlgne ] . DuHon

(Print or Type Name of Notary)

My Commission Expires:

N N PSS |

OFFICIAL SEAL \Z
b

MARLYNE J DUTTON

" NOTARY PUEBLIC - CALITORNIA
LOS ANGTLES CUNTY

My comm. expires oCT 2, 1987

i — T T e e

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by R. C. Taylor, Jr.

My Commission Expires:

Notary Public in and for
the State of

{(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Fred Tucker, Jr.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by C. J. Schmitz.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

18-
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A.APL FORM 6!0 - MUDEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVL
MISCELLANEOUS

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

»

This Operating Agreement may be exacutzd in multiple counterparts.
It shall not be necessary that eacu pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

Tris instrument mav be executed ir any number of counterparts, each of which shall be considered an original for all purposes

IN WITNESS WHEREOF, this agreement shall be effective as of __L2tN gy of __August 10_86

OPERATOR
MARSHALL PIPE & SUPPLY COMPANY

W. Marghall, Parther

NON-OPERATORS

Dr. Ralph M. Connell S. T. Shoff

John Simpson Thomas T. Adams

{
"CLLLNM ~ 'k

Richard L. Mason " R. C. Taylor, J?Zf\SB \Q\

Fred Tucker, Jr. C. J. Schmitz

Bill Ross . L. W. Yager

-15-



THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Richard L. Mason.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF ~OW\NWIAL §
COUNTY OF I'&\dkcw\«w §

.-*,(\» I)‘ms 1nstrument was acknowledged before me on the ;}5@

. day of &-_ﬁ , 1986, by R. C. Taylor, Jr.
: LOTARYS 1 n
: WNF a@am%ms M\,\ L\M«-\
= NO‘Z"YCB“m&— ’1,(,52 Soept 20, 1987 Notary Public)in and for
lsmnhﬁ 4
% M9 Lemm o ce Company of Amerca
v_wf Cih' jpsursh the State of

RN TN S T

(Print or Type Name oﬂNotary)\

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Fred Tucker, Jr.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by C. J. Schmitz.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

18-
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A.APL rORM 6!0 - MUDEL FORM OPCRATING AGREEMENT - 1982

ARTICLE XVL
MISCELLANEOUS

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

»

This Operating Agreement may be executed in multiple counterparts.
It shall not be necessary that eacu party sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

Tris instrument mav be executed in any number of counterparts, each of which shall be considered an original tor all purposes

IN WITNESS WHEREOF. this apreement shall be effective as of __ L2t g4y of _ August 1086

OPERATOR
MARSHALL PIPE & SUPPLY COMPANY

NON-OPERATORS

Dr. Ralph M., Connell S. T. Shoff
John Simpson - Thomas T. Adams
Richard L. Mason R. C. Taylor, Jr. -
"/ - // /)/ - - /A'//j
et o e |
Fred Tucker, Jr. - C. J. Schmitz
Bill Ross . L. W. Yager

-15-



THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Richard L. Mason.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by R. C. Taylor, Jr.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF i__\:l Z;Q:

§
—~ §
COUNTY OF hJetlcie §

This instrument was acknowledged before me on the /3 ==
day of _éi{.mv ., 1986, by Fred Tucker, Jr.

My Commission Expires: Voo oy O/&’Qw

Rotary Public in and for \
the State of T o/a .
—

T

T7sme_ M ALORi b€

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1686, by C. J. Schmitz.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

18-



A.APL FORM 6!0 - M. OEL FORM OPERATING AGREEMEN. 1982

1 ARTICLE XVI.
2 MISCELLANEOUS
3
4 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees,
5 legal representatives. successors and assigns.
6 g ,
This Operating Agreement may be exacutad in multiple counterparts.
It shall not be necessary that eacui pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has -
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.
7 Txis instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes
8
9] IN WITNESS WHERFEQF, this agreement shall be effective as of léth day of August 10 86
10
11
12 OPERATOR
13 MARSHALL PIPE & SUPPLY COMPANY
14
15
16
17 B —
18 Marshall, Partner
19
20
21
22 NON-OPERATORS
23
24
25
26
7
25
Dr. Ralph M. Connell S. T. Shoff
2
30
32
33 -
34 John Simpson Thomas T. Adams
35
36
37
38 -
39 Richard L. Mason R. C. Taylor, Jr.
40 )
41
42 q 9 /é»;/m ﬁ
43 €
44 Fred Tucker, Jr. C J. gchmitz
45
46
47
48
49 Bill Ross .. L. W. Yager
S0
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THE STATE OF §
§
§

COUNTY OF
This instrument was acknowledged before me on the
, 1986, by Richard L. Mason.

day of
My Commission Expires:
Notary Public in and for
the State of
(Print or Type Name of Notary)

§
§
§

THE STATE OF

COUNTY OF
instrument was acknowledged before me on the
, 1986, by R. C. Taylor, Jr.

This
day of
My Commission Expires:
Notary Public in and for
the State of
(Print or Type Name of Notary)

THE STATE OF §
§
§

COUNTY OF
This instrument was acknowledged before me on the
, 1986, by Fred Tucker, Jr.

day of
My Commission Expires: '
Notary Public in and fo N
the State of ' o
(Print or Type Name of \b@é\ga‘ry’)i S

THE STATE OF /2, fe q § .
COUNTY OF ZZ&4411;/:# § ST
acknowledged before me on the _J|{ % .

This ipsjrument was
day of ., 1986, by C. J. Schmitz.

Notary Public In and for
T liaqg

My Commission Expires:
:F/LZ-» /938 the State of
Dawiet T_Fasion
(Print or Type Name of Notary)

-18-
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A.APL FORM 6!0 - MODEL FORN OPERATING AGREEMENT - 1982

ARTICLE XVL
MISCELLANEOUS

This agreement shall be binding upun and shall inure to the benefit of the paries hereto and to their respective heirs, devisees,
legal representauves. successors and assigns.

»

This Operating Agreement may be exacutzd in multiple counterparts.
It shall not be necessary that eacu pariy sign the same counterpart.
This Operating Agreement shall become effective when a counterpart hereof has
been signed by each party. All signed counterparts shall constitute one
instrument. After counterparts hereof have been signed by all parties
hereto, Operator is authorized to and will assemble and furnish to each of
the parties hereto a complete copy of this Operating Agreement with signed
signature pages, either manually signed or machine copies, showing execu-
tion of this Operating Agreement by all parties. This Operating Agreement
may be filed for record in Roosevelt County, New Mexico by Operator filing
in such records a certificate of the execution and effectiveness of this
Operating Agreement, accompanied by a copy of this Operating Agreement
showing execution by all parties hereto.

Tris instrument may be executed in any number of counterparts, each of which shall be considered an original tor all purposes

IN WITNESS WHEREOF, this agreement shall be effective as of lath day of August . 1@ 86

OPERATOR
MARSHALL PIPE & SUPPLY COMPANY

7,

arshall, Partmer

NON-OPERATORS

Dr. Ralph M. Connell S. T. Shoff

Johr Simpson - Thomas T. Adams )
Richard L. Mason R. C. Taylor, Jr.

Fred Tucker, Jr. C. J. Schmitz

LW Y ugen

Bill Ross .. L. W. Yager/
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\’\L\N\)\, Q&W A\

Mary‘Yager
M. June Piersal Janetta Lou McGee
DEPCO, INC. WINTERGREEN ENERGY CORP.
By: By:
Vice President Vice President
NICOR EXPLORATION COMPANY YATES PETROLEUM CORPORATION
By: By:
Vice President Vice President
Jack L. Ahlen
EAGLE OIL & GAS CO. (as the holder
of the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)
By:
Vice President
THE STATE OF TEXAS §
§
COUNTY OF DALLAS §
This 1ins ent/was acknowledged before me on the M
day of , 1986, by J. W. Marshall, partner, on behalf

of Marshall Pipe & Supply Company, a p nership

My Commission Expires:
—_ % / N ry Public in &¥d foF
. , L ‘I
PR et //,1 0/ € State of Te VIRGINIA LEE JoHNSON
S :;_:' d ; DAgfngATVEST HILL
R STI L N "."‘3. : EXA8 75230
N R I (Print or Type Name of Notary)
ALl . S
A - "'. ’ b (k.“
'—1’4 1()\ ----- ;‘. f:) >

‘. X et
i
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THE STATE OF

COUNTY OF

§
§
§
This
day of

instrument was acknowledged before me on the
, 1986, by Bill Ross.

My Commission Expires

Notary Public in and for
the State of

(Print or Type Name of Notary)
THE STATE OF

e §
/ ] ) §
COUNTYOF __ / {; 4+ ¢, !/ §
Th:.s 1nstrument was acknowledged before me on the B !
day of /4, 1986, by L. W. Yager.
\0\2‘\\""; .l", i L‘\ o ,
S My anuni-g.'gipn Expires - /// TS LZ/ ./
Eoive et o Notary Publlq_;n and for
: el VIR & iy 7 the State of / & 4 ,
LN TN
O N A
Liee e

Sty DTN
(Pr;p’g or Type Name of Notary)

THE STATE OF \1&%@ §

§

COUNTY OF \sz@mf §
o Y‘I‘hl

‘day of S@ff

g “‘

trument was acknowledged before me on the .3,[
., 1986, by Joe Yager.

(\E

= My Commi ss1on Explres ﬂéﬂ/ﬁz‘ﬂ,w (—62(,{'/&)
X Notary Publi
o, /‘gl‘v.

k "y ) l\i’. T\ "\"\T‘F‘, r

¢ inand fo
the State of
BARBARA PRICE, Notary Public
In and for the State of Texas

My Commission Expires January 31, (dBrint or Type Name of Notary)

-
THE STATE OF / VX {1 %

§
S o / §
COUNTY OF _ / {4+ 'f ¢, 1] § 4
This anstrument was acknowledged before me on the =)
day of / i/ /V /", 1986, by Mary Yager.
~ J i .
o . oo S / YN
My Commission Expires . WPl N ¢t )
e Notdry Public 1n and fo:y
R R the State of /<y 71 7,
/. T L -
SR A T Llr o e [ a o
ool Bl (Print’ or Type Name of Notary)
i \"\‘\‘ .."'r-, g
. ’.: "“‘ :\
PRCSE AR LN
W Y f””
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Joe Yager

M. Jyhe Piersa
DEPCO, INC.
By:

Vice President

NICOR EXPLORATION COMPANY

By:

Vice President

Jack L. Ahlen

EAGLE OIL & GAS CO. (as the holder
of the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

§
COUNTY OF DALLAS §

Mary Yager

Janetta Lou McGee

WINTERGREEN ENERGY CORP.

By:

Vice President
YATES PETROLEUM CORPORATION

By:

Vice President

This nsryment/ was acknowledged before me on the Zé
day of , 1986, by J. W. Marshall, partner, on behalf

of Marshall Pipe & Supply Company, a p

My Comm1551on ires:

rship.

\ z(// 3 0// %

ry Public in or-
State of Te

VIRGINIA LEE 4o
6934 HAHVESTHF':I?.EN

_ By . TEXAS 7523)
‘ﬂ'\' W (Print or Type Name of Notary)
N » B '..««".'i(%\?;.
/\~‘ _ . ..4-'\/\\' -
PACASTPNTL RS
5 * ._\““
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THE STATE os'@muﬂ:c;dt §

§
COUNTY OF §

Thi instrument was acknowledged before me on the
day of M_, 1986, by M. June Piersal.

My Commission Expires: Eﬂg‘aaﬁfa—/ v—‘.'-- """""

/zﬂt‘

A4 A . (
. Notary Publig.in and for = ~ X L
Do 3 1939 the State of(Upnamutiiatti i S | 11
* T e .: PEE R *
HELEN RALPH = g b e
NOTARY PUBLIC 571 t'(/%@” Nf Eﬁ/% "3'- R S S
My Commission Expires March 31, 1989, (Print or Type Name o Qrar ')‘LQ,\
~ ’, » ) ,-'\
Crevnerart” ",ll‘
M""*‘f"“m '
THE STATE OF § .
§
COUNTY OF §
This instrument was acknowledged before me on the
day of , 1986, by Janetta Lou McGee.
My Commission Expires:
Notary Public in and for
the State of
(Print or Type Name of Notary)
THE STATE OF §
§
COUNTY OF §
This instrument was acknowledged before me on the
day of , 1986, by ,
Vice President of DEPCO, Inc., a corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)
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v

.....

Joe Yager Mary Yager

M. June Piersal Janetta Lou McGee
DEPCO, INC. WINTERGREEN ENERGY CORP.
By: By:

Vice President Vice President
NICOR EXPLORATION COMPANY YATES PETROLEUM CORPORATION
By: By:

Vice President Vice President

Jack L. Ahlen

EAGLE OIL & GAS CO. (as the holder
of the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §
§
COUNTY OF DALLAS §

ThiW was acknowledged before me on the %
day of , 1986, by J. W. Marshall, partner, on behalf
of Marshall Pipe & Supply Company, afar i

//,
-

y Comm1551on ires:

% ary Public fp/a or
..... 'O /.fa// e State oﬁn as-

LEE J

‘ . AHVEJOHNSON

- ", DALLAs TExag HILL .
W e DT (Print or Type Name of ﬁot’ary)
R

\ , CSC
N
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THE STATE OF W__ §
§
§

COUNTY OF Qoww

This instrument was acknowledged before me on the 9‘4
day of efedas . 1986, by -
Vice President of Wintergreen Enftrgy Corp.,
corpdration, on behalf of said corporation.

B e

. P N PR
S e
-

;,, My cannlsSiron Expires: d&a» Q- M
L e L Notary Public in and for

:' :x: _;-[/.3 /6;@7 the State of
B ALTICE O. CRARNVER.

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of -, 1986, by
Vice President of Nicor Exploration Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by
Vice President of Yates Petroleum Corporation, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)
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Joe Yager

M. June Piersal

DEPCO, INC.

By:

Vice President

NICOR EXPLORATION COMPANY

By:

Vice President

Jack L. Ahlen

EAGLE OIL & GAS CO.

(as the holder

of the right to succeed to all or
part of the interest of Jack Ahlen

in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

§
COUNTY OF DALLAS §

Mary Yager

/ Janetta Lou McGee

WINTERGREEN ENERGY CORP.

By:

Vice President

YATES PETROLEUM CORPORATION

By:

Vice President

/2

This, ingtpyument was acknowledged before me on the
day of @Mﬁm/, 1986, by J. W. Marshall, partner, on behalf

of Marshall Pipe & Supply Company, a partnership.

My Commission Expires:

g0 LY

NotAry Public in %r;gf&r—
tlfe State of Texa¥MRGINIA |&r

LEE Joun
6934 HARVEST fitoN
DALLAS, TEXAS 75559

(Print or Type Name of Notary)
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THE STATE OF \Zé VA §
§ .
COUNTYQF /Oéc Ol §

LA
ent was acknowledged before me on the z/ 7 —
day of _{. < 86, by M. June Piersal
- ~ 9
My Commission Expires: /Z.éé?"%((/ér\/ A C%C'L(’f”u
q o Notary Public in and for
7‘ 42' & the State of : ) .
iFhonda  Audersoh
/ (Print or Type Name of Notary)
THE STATE OF \/Z 2y o §
/}, 3 v'/ f §
COUNTY OF éof»/ (i §

rument was acknowledged before me on the 97
day of Z 2 £ ;4 J 1986, by Janetta Lou McGee. O

My Commission Expiresiz L(/(f”[(/@/ /Z/i/ fL”(f\/’L )

/7’ Q"(/C Notary Public i and for

the State o ~'
ZM/&/@ Z////f //65/0(

THE STATE OF § L RS
§ 1 .‘\;-"’\.
COUNTY OF § :
This instrument was acknowledged before me on the
day of , 1986, by ,
Vice President of DEPCO, Inc., a _ corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)
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Joe Yager Mary Yager

M. June Piersal Janetta Lou McGee

DEPCO, INC. WINTERGREEN ENERGY CORP.

”.
/ig/ By:
K " G/ Ranum, Vice Z ;?;nt - Vice President
Mi e epard, Secretary

NICOR EXP LORATION COMPANY YATES PETROLEUM CORPORATION

By: By:
Vice President Vice President

Jack L. Ahlen

EAGLE OIL & GAS CO. (as the holder
of the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

§
COUNTY OF DALLAS  §

i

This instrument was acknowledged before me on the A
day of _(CClcd< , 1986, by J. W. Marshall, partner, on behalf
~of Marshall Pipe & Supply Company, a partnership.

o . ‘3 ¥ 1‘,/0
. *" T > - -
e ‘My Commi)s31on Expires: QL{L‘O[/\ }/m C@Jd‘\
o Notary Public in and for
‘Q’j:/j 722 the State of Texas
,- A . .‘.. (lcﬂ
..,"\C- TN (Print or Type Name of Notary)
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THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by M. June Piersal.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by Janetta Lou McGee.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF COLORADO §
§
COUNTY OF DENVER §
This instrument was acknowledged before me on the 8th
day of October , 1986, by K. G. Ranum ,
Vice President of DEPCO, Inc., a Delaware corporation,

on behalf of said corporation.

v

My;ConLIniSSion Expires: A SN A e
e A Notary Puplic in and for
. . ‘Septembér .16, 1988 the State of Colorado
A O 1000 Petroleum Building
S X 110 Sixteenth Street, Denver, 00 80202
T (Print or Type Name of Notary)
oy Rosalyne I. Condos -
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Joe Yager Mary Yager

M. June Piersal Janetta Lou McGee
DEPCO, INC. WINTERGREEN ENERGY CORP.
By: By:
Vice President Vice President
NICOR EXPLORATION COMPANY i)/“d YATES PETROLEUM CORPORATION

Y3 By:
ice-Rresd - Vice President
mes E. Schroeder, Vice President

,TLU | G

Jack L. Ahlen

EAGLE OIL & GAS CO. (as the holder
of the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

§
COUNTY OF DALLAS §

This instrument was acknowledged before me on the z’ A
day of OCTer (v , 1986, by J. W. Marshall, partner, on behalf
of Marshall Pipe & Supply Company, a partnership.

b, -
..,

T e e )
o My;fCQ"xi&n"i.ssion Expires: %&Jﬁ- //}/? CA@'H\C‘LR

PN B

N Notary Public in and for
! '. Jb/b 1% the State of Texas
A LISA M RNapT B
‘-' . (Print or Type Name of Notary)

..........

~16-



THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by
Vice President of Wintergreen Energy Corp., a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF COLORADOQ §
§
COUNTY OF JEFFERSON §

This instrument was acknowledged before me on the 13th

day of October , 1986, by James E. Schroeder
Vice President of Nicor Exploration Company, a Delaware
corporation, on behalf of said corporation.
L ),
i 9 ~ / / N 2 o //
My Commission Expires: e A G KO //1({ /
Ceetvs T Notary Publlc in and for
__2]23/88 the State of _Colorado
R Judith A. Richmond

. ‘ (Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by
Vice President of Yates Petroleum Corporation, a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of -

(Print or Type Name of Notary)

-21-



Joe Yager Mary Yager

M. June Piersal Janetta Lou McGee
DEPCO, INC. WINTERGREEN ENERGY CORP.
By: By:
Vice President Vice President
NICOR EXPLORATION COMFPANY YATES PETROLEUM CORPORATION

L% R

Vice President Attorney- yFact

Jack L. Ahlen

EAGLE OIL & GAS CO. {(as the holder
of the right to succeed to all or
part of the interest of Jack Ahlen
in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

§
COUNTY OF DALLAS §

This instrument was acknowledged before me on the 4/‘C
day of OCTDL B R , 1986, by J. W. Marshall, partner, on behalf
‘‘‘‘‘‘ of Marshall Pipe & Supply Company, a partnership.
_(:, ..'7"' ’
My Commission Expires: fw*\- /Dl o/BaCL\
e Notary Public in and for
—c }EQ 194 the State of Texas
SRR r ’ LISH __ Neave .
" A X (Print or Type Name of Notary)
ST by
."'\""‘.\:
/. \\_.

-16-



THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of , 1986, by
Vice President of Wintergreen Energy Corp., a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

THE STATE OF

§
§
COUNTY OF §

This instrument was acknowledged before me on the
day of -, 1986, by
Vice President of Nicor Exploration Company, a
corpecration, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

,v\.‘ ) -u),' )
S THE STATE DF S

§
§
§

‘]coUNT:Y OF .‘,L(v L

n ‘f/r‘I‘hfs 1nstrument was acknowledged before me on the _[{"ik

/day Of (' t J‘ L 1] 1986 bY - \_)( L (I L { )’_1 1)
Aturney-in>Fact - of Yates Petroleum Corpdrat‘lon a ST TS
corporation, on behalf of said corporation.
) / o
My Commission Expires: . /\/0 - w_L ( Tyl b
. Notary Publlc 1n\a d Foxn |
v \‘;\ W v s _‘,xl \(\(L([' the State of \ .

11(‘1”‘“‘ Ly “\i[\ l,‘,((vl i

(Print or ¥ype Name of Notary)
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Joe Yager

M. June Piersal

DEPCO, INC.

By:

Vice President

NICOR EXPLORATION COMPANY

By:

Vice President

ack L. len

AGLE OIL & GAS CO.

(as the holder

of the right to succeed to all or
part of the interest of Jack Ahlen

in the Contract Area)

By:

Vice President

THE STATE OF TEXAS §

§
COUNTY OF DALLAS §

Mary Yager

Janetta Lou McGee

WINTERGREEN ENERGY CORP.

By:

Vice President

YATES PETROLEUM CORPORATION

By:

Vice President

This instrument was acknowledged before me on the 14th
partner,

day of October }

My Commission Expires:
M F . 11-30-88

1986, by J. W. Marshall,
of Marshall Pipe & Supply Company, a

on behalf
ershi

ary’Pd511
e State o exas
ee Johnson

Virginia

(Print or Type Name of Notary)

16—



THE STATE OF ///w to §
§
| COUNTY OF Carwass §

..:('1'1115 instrument was acknowledged before me on - the é_gf_‘ﬂ

< day of r:ZC_ OBER 1986, by Jack L.. Ahlen.
‘f,'ilj"t"v‘;g
My Comxnls,s;on Expires: /% 574//
e Notary Public in and’for /
,&8/96’ the State of e, Mexco

7 Cfencr Ezzeee, /1
(Print or Type Name of Notary)

THE STATE OF §
§
COUNTY OF Yoo
This instrument was acknowledged before me on the
day of , 1986, by p
Vice President of Eagle 0il & Gas Co., a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
the State of

(Print or Type Name of Notary)

(249)
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EXHIBIT "aA"
to Operating Agreement
Marshall Pipe & Supply Company, Operator
and DEPCO, Inc., et al., Non-Operator

[The tracts of land described in this Operating Agreement
are located in Roosevelt County, New Mexico]

I. The Leases and Land Comprising the Contract Area:

The leases described on Exhibit "A-1". herete--and-the-leases /
described on Exhlblt "A-27, 1nsofar & guch 88 COV ‘
| insofar as guch leases covsp gng

Depth Limitati on: None

II. Names and Addresses of Parties and Percentage Interests:

A. Names and Addresses:

Marshall Pipe & Supply Company
13423 Forestway Drive
Dallas, TX 75240

Dr. Ralph M. Connell
4304 Mill Run Road
Dallas, TX 75244

S. T. Shoff
7288 E. Echo Lane
Scottsdale, AZ 85258

John Simpson
121 Rising Ridge Rd.
Ridgefield, CT 06877

Thomas T. Adams
110 Belden Hill Road
Wilton, CT 06897

Richard L. Mason
4730 Nantucket Dr.
Lilburn, GA 30247

R. C. Taylor, Jr.

177 Island Creek Drive
John's Island

Vero Beach, FL 32960

Fred Tucker, Jr.
.P. O. Box 8165
Dallas, TX 75205

C. J. Schmitz
300 West Ash Lane
Euless, TX 76039

BRill Ross
917 Glen Vista
Irving, TX 75061

L. W. Yager
4900 Nevada Trail
Fort Worth, TX 76118

EXHIRBIT "A" - Page 1
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Joe Yager
4900 Nevada Trail
Fort Worth, TX 76118

Mary Yager
4900 Nevada Trail
Fort Worth, TX 76118

M. June Piersal
Continental Country Club
Box 250

Wildwood, FL 32785

Janetta Lou McGee
P. O. Box 718
Daphne, AL 36526

Wintergreen Energy Corp.
5735 Pineland Dr.

Suite 125

Dallas, TX 75231

DEPCO, Inc.

1000 Petroleup ild. i
110 16th Stree

Denver, CO 80202

Attention: Mo..d..ii. Kowalaki . 4

Nicor Exploration Company
1667 Cole Boulevard
Golden, CO 80401

Yates Petroleum Corporation
105 South Fourth Street
Artesia, NM 88210

Jack Ahlen
533 Petroleum Building
Roswell, NM 88201

Percentage Interests:

See Exhibit "A-3" for the interests of the parties in
the specific tracts described on Exhibit "A-3". The
unleased interests discussed in Exhibit "A-3", when
leased, will be credited to the parties who participate
in the acquisition and ownership thereof under existing
agreements or otherwise, and the interests of the
parties will be adjusted accordingly. The interests
set forth on Exhibit "A-3" are based upon examination
of the title to the o0il, gas and other minerals in and

under the specific tracts described on Exhibit "A-3".

Should further title examination, curative work or
agreement of the parties reveal or cause the ownership
of such interests to be different than as set forth on
Exhibit "A-3", such schedule of ownership shall be
adjusted accordingly. The jinterest of each of the
parties in anw..other drilling unit covered by the
leases described in Section I above will be equal to

f£he percentage interest thexein which is represented
the wor int such art in the ease
covering such unit. JIf such interest _vyaries from tract
to tract within such unit, the interests of such party
in tEe drillini unit shalI be computed_on_a upitized
basis. The interests in such drilling unit so deter-
fined shall be the interests Of the parties hereto for_

——

EXHIBIT "A" - Page 2
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the purpose of makin isj] n for the drilling and
completing of a well

purpose of sharing e production and costs with
respec o such well and unit. Costs of maintalning
a8y operating any of such leases which are not applica-
ble to a particular drilling unit, such as costs
incurred by Operator for delay rentals or title examin-
ation (including title curative work) before a lease is
committed to a drilling unit by Operator, shall be
charged to and borne by the parties hereto who own such

lease in proportion to their respective interests in
such lease.

No cross-~assignment of interests in the subject leases
is intended or shall be deemed effected by this Opera-
ting Agreement. However, if production is established .y
as to any half-section tract described on Exhibit
~#A-3", the parties hereto will, upon request, execute
»and dellver to each other such a551gnments as may Dbe
necessary to adjust their respective record title
ARterests in such half-section“tract-in-cenfewmity-to ¢

twmm ,

EXHIBIT "A" - Page 3
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EXHIBIT "A-1"

[Note: All leases listed below are to or in favor of Marshall

10.

11.

12.

Pipe & Supply Company, as Lessee. All recording refer-
ences for the leases listed below are to the 0Oil & Gas
Lease Records of Roosevelt County, New Mexico. All
land covered by the leases listed below is in Township

2 South, Range 29 East, N.M.P.M., Roosevelt County, New
Mexico. ]

Lease dated March 27, 1986, from Lynn Waite Stoltenberg Ray
and Sue Anne Stoltenberg Campbell, as Lessor, recorded in
Book 121, Page 775, covering the NW/4 of Section 27.

Lease dated March 27, 1986, from RepublicBank First National
Midland, Successor Trustee Under the Will of R. B. Cowden,
Deceased, as Lessor, recorded in Book 121, Page 779,
covering the N/2 of Section 27.

[.ease dated March 27, 1986, from Robert B. Holt and Elaine
Magruder, Co-Trustees of the R. B. Cowden Testamentary Trust
for the benefit of Elaine Magruder, as Lessor, recorded in
Book 121, Page 783, covering the NW/4 of Section 27.

Lease dated March 27, 1986, from Robert B. Holt and Elaine
Magruder, Co-Trustees of the R. B. Cowden Testamentary Trust
for the benefit of Elaine Magruder, as Lessor, recorded in
Book 121, Page 785, covering the NE/4 of Section 27.

Lease dated March 27, 1986, from Barbara June Cowden
Magruder, as Lessor, recorded in Boock 121, Page 795, cover-
ing the NE/4 of Section 27.

Lease dated March 27, 1986, from Barbara June Cowden
Magruder, as Lessor, recorded in Book 121, Page 797, cover-
ing the NW/4 of Section 27.

Lease dated March 11, 1986, from Wendell Best, Thelma
Parker, Billie Cooper and Evelyn Kerby, as Lessor, recorded
in Book 121, Page 616, covering the N/2 of Section 27 and
the E/2 and NW/4 of Section 26.

Lease dated May 27, 1986, from Texaco Producing Inc., as
Lessor, recorded in Book 122, Page 139, covering the N/2 of
Section 27, the E/2 and NW/4 of Section 26 and the SW/4 of
Section 23.

Lease dated April 4, 1986, from Mabelle S. Benedict and
Marianne B. Frates, as Lessor, recorded in Book 121, Page
773, covering the SW/4 of Section 23.

Lease dated March 27, 1986, from Robert B. Holt and Elaine
Magruder, Co-Trustees of the R. B. Cowden Testamentary
Trust, as Lessor, recorded in Book 121, Page 793, covering
the SW/4 of Section 23.

Lease dated April 25, 1986, from June D. Speight, as Lessor,
recorded in Book 122, Page 148, covering all of Section 23.

Lease dated July 1, 1985, issued by the United States of
America, as Lessor, to Jack Ahlen, as Lessee, Serial No. NM
61345, covering the S/2 of the N/2 of Section 22 and the
SW/4 of Section 26.

EXHIBIT "A-1" - Page 1
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13.

Lease dated April 25, 1986, from June D. Speight, as Lessor,
recorded in Book 122, Page 146, covering the N/2 of the N/2
cf Section 22.

14. Lease dated March 27, 1986, from Lynn Waite Stoltenberg Ray
and Sue Anne Stoltenberg Campbell, as Lessor, recorded in
Book 121, Page 777, covering the E/2 and the NW/4 of Section
26.

15. Lease dated March 27, 1986, from Robert B. Holt and Elaine
Magruder, Co-Trustees of the R. B. Cowden Testamentary
Trust, as Lessor, recorded in Book 121, Page 791, covering
the NW/4 of Secticn 26.

16. Lease dated April 25, 1986, from June D. Speight, as Lessor,
recorded in Book 122, Page 150, covering the E/2 and the
NW/4 of Section 26.

17. Lease dated March 11, 1986, from Wendell Best, Thelma
Parker, Billie Cooper and Evelyn Kerby, as Lessor, recorded
in Book 121, Page 616, covering the NE/4 of Section 27 and
the E/2 and NW/4 of Section 26.

18. State of New Mexico Lease LG-9904 dated May 27, 1981, from
the State of New Mexico, as Lessor, to Ervin J. Levers, as
Lessee, recorded in Book . Page , covering the S/2 of
Section 22.

EXHIBIT "A-1" - Page 2
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EXHIBIT "A-2"

[Note: Leases 1 through 40 listed below are to or in favor of
Yates Petroleum Corporation, as Lessee. Leases 41
through listed below are to or in favor of DEPCO,
Inc., s Lessee. All recording references for the
leases listed below are to the 0Oil & Gas Lease Records
of Roosevelt County, New Mexico. All land covered by
the leases listed below is in Roosevelt County, New
Mexico., The leases listed in this Exhibit "A-2" are
includéghonly insofar and only to the extent that such
leases are valid and subsisting as of the date of this
agreement. Any such lease which has expired or termin-
ated prior to the date of this agreement shall not be
considered covered hereby. It the parties hereto, or
any of them, own any lease covering any of the seveny
half-section tracts described on Exhibit "A-3", such-

~lease shall (insofar as it covers any of such sgeven.../
half-section tracts) be deemed included in this Exhibit
LA-2" as if described hergin,/in*“the.sama.mannev.-as.sthe

QENer_Le3aaR ARt farth below: L

1. Lease dated August 23, 1985, from Bonnie H. Morrison, as
Lessor, recorded in Book 120, Page 367, covering the N/2 of
Section 27, Township 2 South, Range 29 East.

2. Lease dated August 19, 1985, from J. Holt Jowell and wife,
Lillie B. Jowell, as Lessor, recorded in Book 120, Page 108,
covering the N/2 of Section 27, Township 2 South, Range 29
East.

3. Lease dated September 9, 1985, from E. H. Holcomb and
Rosemary Holcomb, husband and wife, as Lessor, recorded in
Book 120, Page 295, covering the N/2 of Section 27, Township
2 South, Range 29 East.

4. Lease dated September 9, 1985, from Joe Canon and Verna
Canon, husband and wife, as Lessor, recorded in Book 120,
Page 301, covering the N/2 of Section 27, Township 2 South,
Range 29 East.

5. Lease dated September 13, 1985, from AMAX Petroleum Corpora-
tion, as Lessor, recorded in Book 120, Page 980, covering
the NW/4 of Section 27, Township 2 South, Range 29 East.

6. Lease dated September 18, 1985, from Allie Douglas, formerly
Allie H. Taylor, as Lessor, recorded in Book 120, Page 285,
covering the N/2 of Section 27, Township 2 South, Range 29
East.

7. Lease dated August 22, 1985, from Peggy P. Jennings and the
Peggy P. Jennings Trust by Jamie E. Jennings, Attorney-in-
Fact, as Lessor, recorded in Book 120, Page 96, covering the
NW/4 of Section 27, Township 2 South, Range 29 East.

8. Lease dated August 16, 1985, from Ronald T. Betenbough, a
divorced man, and Lena Betenbough, a widow, as Lessor,
recorded in Book 120, Page 102, covering the N/2 of Section
27, Township 2 South, Range 29 East.

9. Lease dated September 13, 1985, from June D. Speight, as
Lessor, - recorded in Book 120, Page 918, covering the N/2 of
Section 27, Township 2 South, Range 29 East.

10. Lease dated August 7, 1985, from Norma Jean Dean, as Lessor,
recorded in Book 120, Page 283, covering the N/2 of Section
27; the SW/4 of Section 23; and the NW/4 of Section 26, all
in Township 2 South, Range 29 East. .

EXHIBIT "A-2" - Page 1
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

Lease dated August 7, 1985, from Cheryl Lee Lepard, as
Lessor, recorded in Book 120, Page 31, covering the N/2 of
Section 27; the SW/4 of Section 23; and the NW/4 of Section
26, all in Township 2 South, Range 29 East.

Lease dated August 7, 1985, from Georgia Ann Medders, as
Lessor, recorded in Book 120, Page 83, covering the N/2 of
Section 27; the SW/4 of Section 23; and the NW/4 of Section
26, all in Township 2 South, Range 29 East.

Lease dated July 12, 1978, from Sunwest Bank of Albuquerque,
N.A. Trustee under Ruth Caviness Hatch Revocable Living
Trust, created December 29, 1978, as Lessor, recorded in
Book 119, Page 931, covering the N/2 of Section 27; the N/2
and SE/4 of Section 26; and the SW/4 of Section 23, all in
Township 2 South, Range 29 East.

Lease dated July 24, 1985, from John T. McGee and wife,
Nadine McGee, as Lessor, recorded in Book 120, Page 29,
covering the NW/4 of Section 27, Township 2 South, Range 29
East.

Lease dated August 23, 1985, from Bonnie H. Morrison, as
Lessor, recorded in Book 120, Page 371, covering all of
Section 23, Township 2 South, Range 29 East.

Lease dated July 16, 1985, from Ronald T. Betenbough and
Lena Betenbough, as Lessor, recorded in Book 120, Page 100,
covering the SW/4 of Section 23, Township 2 South, Range 29
East.

Lease dated August 26, 1985, from RepublicBank First Nation-
al Midland, Successor Trustee under the Will of R. B.
Cowden, Deceased, as Lessor, recorded in Book 120, Page 347,
covering the SW/4 of Section 23, Township 2 South, Range 29
East.

LLease dated August 26, 1985, from Barbara June Cowden
Magruder, as Lessor, recorded in Book 120, Page 355, cover-
ing the SW/4 of Section 23, Township 2 South, Range 29 East.

Lease dated August 14, 1985, from Liberty National Bank,
Personal Representative of the Estate of H. Dillard Schenck,
as Lessor, recorded in Book 120, Page 27, covering the SW/4
of Section 23, Township 2 South, Range 29 East.

Lease dated August 14, 1985, from Kirby D. Schenck, as
Lessor, recorded in Book 120, Page 92, covering the SW/4 of
Section 23, Township 2 South, Range 29 East.

Lease dated September 18, 1985, from Allie Douglas, formerly
Allie H. Taylor, as Lessor, recorded in Book 120, Page 287,
covering the SW/4 of Section 23, Township 2 South, Range 29
East.

Lease dated July 8, 1985, from Gussie Cook, as Lessor,
recorded in Book 119, Page 771, covering the SW/4 of Section
23, Township 2 South, Range 29 East.

Lease dated July 8, 1985, from Charles C. Compton, as
Lessor, recorded in Book 119, Page 773, covering the SW/4 of
Section-23, Township 2 South, Range 29 East.

Lease dated July 10, 1985, from Helen Compton Perry, as
Lessor, recorded in Book 118, Page 896, covering the SW/4 of
Section 23, Township 2 South, Range 29 East.

Lease dated July 16, 1985, from Jo Anne Jett, formerly known
as Jo Anne Stephens, as Lessor, recorded in Book 119, Page
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929, covering the SW/4 of Section 23, Township 2 South,
Range 29 East.

26. Lease dated August 19, 1985, from J. Holt Jowell and Lillie
B. Jowell, as Lessor, recorded in Book 120, Page 106, cover-
ing the SW/4 of Section 23, Township 2 South, Range 29 East.

27. Lease dated September 9, 1985, from E. H. Holcomb and
Rosemary Holcomb, as Lessor, recorded in Book 120, Page 291,
covering the SW/4 of Section 23, Township 2 South, Range 29
East.

28. Lease dated September 9, 1885, from Joe Canon and Verna
Canon, as Lessor, recorded in Book 120, Page 299, covering
the SW/4 of Section 23, Township 2 South, Range 29 East.

29. Lease dated August 14, 1985, from Robert C. Coke, as Lessor,
recorded in Book 120, Page 98, covering the S/2 of Section
22, Township 2 South, Range 29 East.

30. Lease dated August 23, 1985, from Bonnie H. Morrison, as
Lessor, recorded in Book 120, Page 365, covering the N/2 of
N/2 of Section 22, Township 2 South, Range 29 East.

31. Lease dated August 16, 1985, from Ronald T. Betenbough and
Lena Betenbough, as Lessor, recorded in Book 120, Page 104,
covering the N/2 and SE/4 of Section 26, Township 2 South,
Range 29 East.

32. Lease dated August 23, 1985, from Bonnie H. Morrison, as
Lessor, recorded in Book 120, Page 369, covering the N/2 and
SE/4 of Section 26, Township 2 South, Range 29 East.

33. Lease dated September 18, 1985, from Allie Douglas, as
Lessor, recorded in Book 120, Page 289, covering the E/2 and
NW/4 of Section 26, Township 2 South, Range 29 East.

34. Lease dated August 12, 1985, from Peggy P. Jennings, a
widow, individually, and the Peggy P. Jennings Trust, as
Lessor, recorded in Book 120, Page 94, covering the SE/4 and
NW/4 of Section 26, Township 2 South, Range 29 East.

35. Lease dated September 13, 1985, from AMAX Petroleum Corpora-
tion, as Lessor, recorded in Book 120, Page 983, covering
the NW/4 and SE/4 of Section 26, Township 2 South, Range 29
East.

36. Lease dated August 26, 1985, from RepublicBank First Nation-
al Midland, Successor Trustee under the Will of R. B.
Cowden, Deceased, as Lessor, recorded in Book 120, Page 351,
covering the NW/4 of Section 26, Township 2 South, Range 29
East..

37. Lease dated August 26, 1985, from Barbara June Cowden
Magruder, as Lessor, recorded in Book 120, Page 357, cover-
ing the NW/4 of Section 26, Township 2 South, Range 29 East.

38. Lease dated August 19, 1985, from J. Holt Jowell and wife,
Lillie B. Jowell, as Lessor, recorded in Book 120, Page 110,
covering the NW/4 of Section 26, Township 2 South, Range 29
East.

39. Lease dated September 9, 1985, from E. H. Holcomb and
Rosemary Holcomb, as Lessor, recorded in Book 120, Page 293,
covering the NW/4 of Section 26, Township 2 South, Range 29
East.

40. Lease dated September 9, 1985, from Joe Canon and Verna
Canon, as Lessor, recorded in Book 120, Page 297, covering
the NW/4 of Section 26, Township 2 South, Range 29 East.
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41.

42.

43.

44.

45.

46.

47.

48.

49.

50.

51.

52.

53.

Lease dated January 6, 1982, from JoAnne Stephens, as
Lessor, recorded in Book 108, Page 49, insofar as such lease
covers the N/2 of Section 27; the E/2 and NW/4 of Section
26; and the S/2 of Section 22, all in Township 2 South,
Range 29 East.

Lease dated December 14, 1981, from Charles C. Compton, as
Lessor, recorded in Book 107, Page 618, insofar as such
lease covers the N/2 of Section 27; and the E/2 and NW/4 of
Section 26, all in Township 2 South, Range 29 East.

Lease dated December 14, 1981, from Helen Perry, as Lessor,
recorded in Book 107, Page 613, insofar as such lease covers
the N/2 of Section 27; and the E/2 and NW/4 of Section 26,
Township 2 South, Range 29 East.

Lease dated December 14, 1981, from Gussie Cook, as Lessor,
recorded in Book 107, Page 561, insofar as such lease covers

the N/2 of Section 27; and the E/2 and NW/4 of Section 26,
all in Township 2 South, Range 29 East.

Lease dated January 26, 1982, from Mary Nell Littlefield, as
Lessor, recorded in Book 108, Page 329, insofar as such
lease covers the NE/4 of Section 27; and the NE/4 of Section
26, all in Township 2 South, Range 29 East.

Lease dated January 4, 1982, from George W. Littlefield, as
Lessor, recorded in Book 108, Page 193, insofar as such
lease covers the NE/4 of Section 27, all in Township 2
South, Range 29 East.

Lease dated August 13, 1980, from O. A. Woody and Lillian V.
Woody, as Lessor, recorded in Book 97, Page 242, insofar as
such lease covers the N/2 of N/2 of Section 22; and the N/2
and SE/4 of Section 23, all in Township 2 South, Range 29
East.

Lease dated August 28, 1980, from Joe L. Powell, a/k/a Joe
Louis Powell and Evelyn F. Powell, as Lessor, recorded in
Book 97, Page 257, insofar as such lease covers the N/2 of
N/2 of Section 22 and the N/2 of SE/4 of Section 23, all in
Township 2 South, Range 29 East.

Lease dated September 3, 1980, from Virginia Irene Powell,
as Lessor, recorded in Book 97, Page 247, insofar as such
lease covers the N/2 of N/2 of Section 22 and the N/2 and
SE/4 of Section 23 in Township 2 South, Range 29 East.

Lease dated September 3, 1980, from Nona K. Powell, as
Lessor, recorded in Book 97, Page 252, insofar as such lease
covers the N/2 of N/2 of Section 22 and the N/2 and SE/4 of
Section 23, in Township 2 South, Range 23S East.

Lease dated September 22, 1980, from R. E. Self and wife,
Dorothy B. Self, as Lessor, recorded in Book 97, Page 678,
insofar as such lease covers the N/2 of N/2 of Section 22
and the N/2 and SE/4 of Section 23 in Township 2 South,
Range 29 East.

Lease dated September 29, 1980, from Bernus Steele, as
Lessor, recorded in Book 97, Page 911, insofar as such lease
covers the N/2 of N/2 of Section 22 and the N/2 and SE/4 of
Section 23 in Township 2 South, Range 29 East.

Lease dated September 24, 1980, from Gussie A. Cook, as
Lessor, recorded in Book 97, Page 660, insofar as such lease
covers the N/2 and SE/4 of Section 23 and the N/2 of N/2 of
Section 22, in Township 2 South, Range 29 East.
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54.

55.

56.

57.

58.

59.

60.

61.

62.

Lease dated September 22, 1980, from R. E. Self and wife,
Dorothy B. Self, as Lessor, recorded in Book 97, Page 678,
insofar as such lease covers the N/2 and the SE/4 of Section
22, Township 2 South, Range 29 East.

Lease dated May 31, 1986, from Jacob Walker, Jr., Trustee of
the Estate of Jacob A. Walker, Deceased, as Lessor, recorded
in Book 122, Page 363, insofar as such lease covers the S/2
of Section 22, Township 2 South, Range 29 East.

Lease dated June 13, 1986, from Luckie T. Meagher, a widow,
as Lessor, recorded in Book 122, Page 371, insofar as such

lease covers the S/2 of Section 22, Township 2 South, Range
29 East.

Lease dated June 13, 1986, from Allie Josephine Meagher Lee,
as Lessor, recorded in Book 122, Page 367, insofar as ‘such

lease covers the S5/2 of Section 22, Township 2 South, Range
29 East.

LLease dated June 13, 1986, from Thelma Frances Meagher, as
Lessor, recorded in Book 122, Page 405, insofar as such

lease covers the S/2 of Section 22, Township 2 South, Range
29 East.

Lease dated June 12, 1986, from Mary Meagher Newell, as
Lessor, recorded in Book 122, Page 409, insofar as such
lease covers the S/2 of Section 22, Township 2 South, Range
29 East.

Lease dated June 3C, 1986, from Forrest Mayo Thomas, as
Lessor, recorded in Book ___ , Page ___, insofar as such
lease covers the S/2 of Section 22, Township 2 South, Range
29 East.

Lease dated January 4, 1982, from George W. Littlefield, as
Lessor, recorded in Book 108, Page 46, insofar as such lease
covers the NE/4 of Section 26, in Township 2 South, Range 29
East.

Lease dated February 16, 1981, from Sandra Wilson, Kelsey
Smith and Linda Smith, as Lessor, recorded in Book 100, Page
347, insofar as such lease covers the S/2 of SW/4 of Section
13; the N/2 of N/2 of Section 22; the N/2 and SE/4 of
Section 23; in Township 2 South, Range 29 East.
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EXHIBIT "A-3"
to Operating Agreement
Marshall Pipe & Supply Company, Operator
and DEPCO, Inc., et al., Non-Operator

-
NAMES Sec. 27: N/2 Sec. 26: N/2 Sec, 26: §/2 Sec. 23: N/2 Sec. 23: S/2 Sec. 22: E/2 Sec, 22: W/2

Marshall Pipe &

Supply Co. 6.225391 6.250000 9.375000 5.580079 (d) 5.695118(4) 6.916015 (e) 6.916015 (e)
Dr. Ralph M.

Connell 1.556348 1.562500 2.343750 1.395019(d) 1.423779(d4) 1.729004 (e) 1.729004 (e)
S. T. Shoff 6.225391 6.250000 9.375000 5.580079(4d) 5.695118(4) 6.916015 (e) 6.916015 (e)
John Simpson 1.556348 1.562500 2.343750 1.395019 (d) 1.423779(d) 1.729004 (e) 1.729004 (e)
Thomas T.

Adams 1.556348 1.562500 2.343750 1.395019(4) 1.423779(4d) 1.729004 (e) 1.729004 (e)
Richard L. :

Mason 1.556348 1.562500 2.343750 1.395019¢(4) 1.423779(4d) 1.729004 (e) 1.729004 (e)
R. C. Taylor,

Jr. 6.225391 6.250000 9.375000 5.580079(4) 5.695118(4d) 6.916015 (e) 6.916015 (e)
Fred Tucker,

Jr. 1.556348 1.562500 2.343750 1.395019(4d) 1.423779(d) 1.729004 (e) 1.729004 (e)
C. J. Schmitz 1.556348 1.562500 2.343750 1.395019(4) 1.423779(4d) 1.729004 (e) 1.729004 (e)
Bill Ross 3.112695 3.125000 4.687500 2.790040(4d) 2.847558 (4d) 3.458009 (e) 3.458009 (e)
L. W. Yager 3.112695 3.125000 4.687500 2.790040 (4) 2.847558(d) 3.458009 (e) 3.458009 (e)
Joe Yager 1.556347 1.562500 2.343750 1.395019(4d) H.»Nuqqmﬁav. 1.729004 (e) 1.729004 (e)
Mary Yager 1.556347 1.562500 2.343750 1.395019(d) 1.423779(d) 1,729004 (e) 1.729004 (e)
M. June Piersal 1.556347 1.562500 2.343750 1.395019(4) 1.423779(4) 1.729004 (e) 1.729004 (e)
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Sec., 26: S§/2

Sec. 23: N/2

Sec, 23: S/2

Sec. 22: E/2

Sec. 22: W/2

1.395019(4d)

8.370118(d)

18.570312(4d)

18.570312(d)

2.500000

5.000000

1.423779(4)

8.542677(d)

14.271094 (d)

14,271094 (d)

11.221875

5.796875

1.729004 (e)

10.374023 (e)

14.226562 (e)

14,.226562 (e)

.625000 (e)

1.250000

NAMES Sec, 27: N/2 Sec., 26: N/2
Janetta

Lou McGee 1.556347 1.562500 2.343750
Wintergreen .

Energy Corp. 9.338086 9.375000 14.062500
DEPCO, Inc. 13.003125 11.971875 4.860937
Nicor Exploration

Co. 13.003125 11.971875 4,.860937
Yates Petroleum

orp. 15.278125 13.215625 5.534375
Jack L. Ahlen@v 8.521875 12.840625 9.743751
2 ag b @ila Gar —
TOTAL 99.609375%(a) 100.000000% 100.000000%

(a)

(b)

(c)

(d)

Explanatory Notes:

1.25 mineral acres in the NW/4 of Sec. 27 are unleased,
or .390625% of the N/2 of Section 27.

17.15 mineral acres each in the NE/4 and NW/4 of Sec.
23 are unleased, or 10.718750% of the N/2 of Section
23.

11.26 mineral acres in the SW/4 of Sec. 23 and 17.15
mineral acres in the SE/4 of Section 23 are unleased,
or 8.878125% of the S/2 of Section 23.

An o0il and gas lease from Sandra Wilson, Kelsey Smith
and Linda Smith, as Lessor, to DEPCO, Inc., as Lessee,
dated February 16, 1981, recorded in Volume 100, Page
347, 0il and Gas Lease Records, Roosevelt County, New
Mexico, is described as covering the N/2 and SE/4 of
Section 23, It has not been determined what interest
in such land is covered by the lease or the source of
title of the Lessor. Upon such determination, the
working interest under such 1lease will be credited
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89.281249% (b)

91.121875% (c)

85.656250% (£f)

1.729004 (e)

10.374024 (e)

14.226562(e)

14.226562 (e)

.625000 (e)

1.250000

85.656250% (£f)



(e)

(£)

proportionately to the parties whose interests in
Section 23 are followed by a "(d)".

An o0il and gas lease from Sandra Wilson, Kelsey Smith
and Linda Smith, as Lessor, to DEPCO, Inc., as Lessee,
dated February 16, 1981, recorded in Volume 100, Page
347, 0il and Gas Lease Records, Roosevelt County, New
Mexico, 1s described as covering the N/2 of the N/2 of
Section 22; and an oil and gas lease from Robert C.
Coke, as Lessor, to Yates Petroleum Corporation, as
Lessee, dated August 14, 1985, recorded in Volume 120,
Page 98, 0il and Gas Lease Records, Roosevelt County,
New Mexico, is described as covering the S/2 of Section
22. It has not been determined what interests in such
land are covered by these leases or the source of title
of the Lessor in each lease. Upon such determination,
the working interests under such leases will be credit-
ed proportionately to the parties whose interests in
Section 22 are followed by an "(e)".

8.57 mineral acres each in the NW/4 of the N/2 and the
NE/4 of the N/2 of Section 22 and 37.33 mineral acres
each in the SE/4 and the SW/4 of Section 22 are un-
leased, or 14.34375% of the E/2 and the W/2, each, of
Section 22.
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TULSA OK 74101 Societies mpﬂs

EXHIBIT “c "

Attached to and madea art of _Operating Agreement between Marshall Pipe & Supply Company, as
Operator, and alph M. Connell, et al., as Non-Operators, Best Area, Roosevelt

County, New Mexico

o

/
ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions

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

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protectxon 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.
“QOperator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the Parties to this agreement other than the Operator.
“Parties” shall mean ()perator 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 benefil of the Joint Property.
“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Materia!” 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.

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ae-
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.

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 maonth’s operation within fifteen (15) 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. Such request to advance may

include estimated costs to drill, test, complete and equip a well which has
been approved for drilling.

5

B.  Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after leceu pdvment is not made
Wi E}yn such time, the unpaid balance shall bear interest mxmiy(mme}quxxmmfﬁx
per annum SRK OIS i o oo oEXThE MDOTR i X st ated Mg ey xor e K i‘ﬁ or the maximurm

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 copnection with the collection of unpaid amounts.

7 Failure to pay a requested advance timely ubject the delinquent party to
the provisions of Article XV.D. of this Op€rating Agreement.
Adjustments

Payment of any such bills skall 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 resulling 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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5  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 to the Joint Account for any calendar year within the twenty-four (24) morth
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will result 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 to 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 attached contains no contrary provisions

in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and the agreement or approval of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

I1. 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 governmentali or regulatory requirements to satisfy 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
Qperations.

(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 averhead rates.

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed
in the operation of the Joint Property if such charges are excluded from the overhead rates.

B. Operator’s cost of holiday. vacation, sickness and disability benefits and other customary allowances paid to emplo; ees
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section 11. 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 I1. 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 I1.

~D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section I1.

4. Employee Benefiis
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 11 shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

5. Material
Material purchased or furnished by Operator 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. Transportation
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 Account 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.

2.




10.

11

13.

14.

iy

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater 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.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section IT and Paragraph i, ii, and iii, of Section IIl. 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.

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 rates shall include costs of maintenance, repairs, other operating expense,
insurance, taxes, depre(:iatigg, and interest on gross investment less accumulated depreciation not to exceed
twenty o hall avers i, P . .
kil percent (<~ %) per annum. Such rates shall not exceed average commercial rates currently pre
vailing in the immediate area of the Joint Property.

B. In lieu of charges in paragraph 8A above, Operator 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
Petroleam Motor Transport Association.

Damages and Losses to Joint Property

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

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, except that no charge for services of Operator’s legal staff or fees or expense of outside attor-
nevs shall be made unless previously agreed 1o by the Parties. All other legal expense is considered to be covered by the
overhead provisions of Section 111 unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Jeint Property, the operation thereof,
or the production therefron:, 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
anvthing 1o the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in aceordance
with the 1ax value generated by each party’s working interest.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. dathe-

Abandonment and Reclamation

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

Communications

Cost of acquiring, 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 1L

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section I11 and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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I1i. OVERHEAD

1. Overhead - Drilling and Producing Operations

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

(X) Fixed Rate Basis, Paragraph 1A, or

( ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section I1. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

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

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

iil. 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:

() shall be covered by the overhead rates, or
(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 $ 22010.00
(Prorated for less than a full month)

$ 250.00

Producing Well Rate
(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 Rates

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

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is zonsidered 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.

(5) 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:
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LIFRS

Percent ( %) of the cost of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section II 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 I1I, 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 Construction as
defined in Paragraph 2 of this Section I1I. 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 opeiation of the
Joint Property, Operator shall eithes negotiate a rate prior to the beginning of construction, ershall-chargetheJoint-

B o of ancte in aveass of $100 000 hut-dess-than-$1.000.000slus
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Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead

To compensate Operator for overhead 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. % of total costs through $100,000; plus
B._____ % of total costs in excess of $100,000 but less than $1,000,000; plus
C. % 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 111 shall apply.

4. Amendment of Rates

The overhead rates provided for in this Section I1I may be amended from time to time only by mutual agreement between
the Parties hereto if, in practice, the rates are found tw be insufficient or excessive.

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the | int 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.
Operator 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 Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:
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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 date 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. . . 2 4 y 3).

(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 miil 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.

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

(d) Macaroni tubing (size less than 23 inch OD) shall bg priced at the lowest published out-of-stock prices f.o.b.
the supplier plus transportation costs, using the Oil 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 3 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 seventy-five percent (75%) of current new price, as determined by Paragraph A.
» (2) Material used on and moved from the Joint Property

(a) At seventy-five percent (75%) of 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 (65%) 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 seventy-five percent (75%) of 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 be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.




iy

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 prior 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.

(3) Condition E

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

D. Obsolete Material

Material which is serviceabie 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 (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unioading 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 I11, 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.

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 actuaal cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

Warranty of Material Furnished By Operator

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

V. INVENTORIES

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 Controllable 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 inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

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.

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 poss‘\ble 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.

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 condueting 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.
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EXHIBIT D TO OPERATING AGREEMENT

I NS URANTCE

Operator shall at all ‘times during the term of this Agreement carry
insurance to protect the parties hereto as follows:

1. Workmen's compensation and occupational disease insurance as
required by the laws of the state or states in which opera-
tions will be conducted and employer's liability insurance
with a limit of not less than $100,000.00. Such insurance
policy shall be endorsed to preclude exercise of rights of
subrogation against parties to this Agreement.

2. Comprehensive general public liability insurance with limits
of not less than $500,000.00 per occurrence and in the aggre-
gate and $250,000.00 for loss of or damage to property in
any one accident and $250,000.00 aggregate limit applicable

to all loss of or damage to property during the policy
period.

3. Automobile public liability insurance covering all automo-
tive equipment used in performance of work under this Agree-
ment with limits of not less than $250,000.00 applicable to
bodily injury, sickness or death of any one person or
$500,000.00 for more than one person in any one accident,
and $250,000.00 for loss of or damage to property in any one
accident.

Operator shall requife all contractors performing work under this Agree-
ment to carry the following insurance:

1. Workmen's compensation -and occupational disease insurance as
required by the laws of the state or states in which opera-
tions will be conducted and employers' liability insurance
with a limit of not less than $100,000.00.

2. Cooprehensive general public liability insurance with limits
of not less than $500,000.00 per occurrence and $250,000.00
for loss of or damage to property in any one accident and
$250,000.00 aggregate limit applicable to all loss of or
damage to property during the policy period.

3. Automobile public liability insurance covering all automo-
‘tive equipment used in performance of work under this Agree-
ment with limits of not less than $250,000.00 applicable to
bodily injury, sickness or death of any one person and
$500,000.00 for more than one person in any one accident and
$250,000.00 for loss of or damage to property in any one
accident,
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EXHIBIT E TO OPERATING AGREEMENT

GAS BALANCING AGREEMENT

The parties to the Operating Agreement to which this agreement is attached
own working interest in the gas rights underlying the area covered by such
agreement as set forth in the Operating Agreement. Under the terms of the
Operating Agreement, each party thereto has the right to take its share of gas
produced and market the same. In the event any party hereto is not at any time
taking or marketing its full share of gas or has contracted to sell its share of
gas produced to a purchaser which does not at any time while this agreement is
in effect take the full share of gas attributable to the interest of such party,
the terms of this agreement shall automatically become effective, ‘

O

It is the intent that all of the parties hereto, insofar as is reasonably
possible, commence taking or delivering gas simultaneously, and that each party
thereafter continuously take or deliver its full share of the gas produced. It
is, however, recognized that due to conditions beyond the control of the parties
there may be occasions where there will be temporary delays in coomencement of
takes or deliveries and temporary reductions in takes or deliveries below a
party's full share. Accordingly, this agreement is intended for use as an
cperating procedure to assist in bringing the gas accounts of the parties into
balance as soon as possible and to assist in maintaining such accounts in
balance. It is not the intent that this agreement be used as a gas storage
arrangement nor as a device to delay marketing of gas or to unduly withhold gas
from the market.

(2)

During any period or periods when the market of a party is not sufficient
to take that party's full share of the gas produced from the joint property, or
its purchaser is unable to take its share of gas produced from the joint prop-
erty, the other party or parties shall be entitled to produce fram the joint
property (and take or deliver to“a purchaser), each month, all or a part of that
portion of the allowable gas production assigned to the joint property by the
regulatory body having jurisdiction. That party shall be entitled to take and
deliver to its or their purchaser all of such gas production. All parties
hereto shall share in and own the liquid hydrocarbons recovered from such gas by
primary sepasration equipment in accordance with their respective interests and
subject to the terms of the Operating Agreement.

) (3)
On a cuaulative basis, '

(a) each underproduced party (a party who has taken or delivered a lesser
volure of gas than the quantity to which such party is entitled) shall be
credited with a volure of gas equal to its full share of the gas produced, less
its share of gas used in area operations, vented or lost, and less that portion
which such underproduced party took or delivered to its purchaser and

(b) each overproduced party (a party who has taken or delivered a greater
volure of gas than the quantity to which such party is entitled) shall be
debited with a volume of gas equal to the excess which it has actually taken or
marketed over its full share of gas used in area operations, vented or lost.

Operator will maintain a current account of the gas balance between the parties
hereto and will furnish all parties monthly statements showing the total
quantiry of gas produced, sold and/or delivered, the amount used in area opera-
tions, vented or lost, the total quantity of liquid hydrocarbons recovered
therefrom, and the monthly and cumilative over and under account of each party.
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GAS BALANCING AGREEMENT (continued)
Page 2 of 3.

(4)

After written notice to the Operator, any party may at any time begin
taking or delivering to its purchaser its full share of the gas produced from
the joint property (less any used in joint operations, vented or lost). To
allow for the recovery of gas in storage and to balance the gas account of the
parties in accordance with their respective interests, a party with gas in stor-
age shall be entitled to take or deliver to a purchaser its full share of gas
produced fram any well (less any used in joint operations, vented or lost) plus
an amount determined by multiplying fifty percent (50%) of the interest of the
party or parties, without gas in storage by a fraction, the mumerator of which
is the interest in the joint property of such party with gas in storage and the
denominator of which is the total percentage interest in the joint property of
all parties with gas in storage. i

3)

Nothing herein shall be construed to deny any party the right, from time to
time, to deliver to a purchaser its share of the maximm or allowable gas pro-
duction to meet a deliverability test required by its purchaser not to exceed a
72 hour period. Each party shall, at all times, use its best efforts to regu-
late its takes and deliveries from said well so that said well will not be shut
in for overproducing the allowable, if applicable, assigned thereto by the
applicable regulatory authority.

(6)

At all times while gas is being produced during the term of this agreement,
each party shall make or cause to be made appropriate settlement of royalties,
etc. as if each were actually taking or delivering its share of such gas produc-
tion on its contract price basis. Each party agrees to hold each other party
hereto harmless from any and all claims for royalty payments asserted by its
royalty owners. The term ''royalty owner' shall include owners of royalry,
overriding royalties, production payments, and similar interest. :

(7)

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

(8)

Should production of gas from said well be permanently discontinued before
the gas account is balanced, settlement will be made between the underproduced
and overproduced parties. In making such settlement, a sum of money will be
paid to the underproduced party or parties by the Operator on behalf of the
overproduced party or parties based on the actual price received month by month
for the overproduction when it occurred and equal to the volume of overproduc-
tion of each such party subject to settlement, less applicable taxes theretofore
paid.

However if an overproduced party has taken gas for its own consumption or
sold such gas to an affiliated party, settlement shall be based on the weighted
average price received by the other parties selling gas to non-affiliated buyers
at the time of such taking or delivery. If there is no price received by
another party selling to a non-affiliated buyer for gas, the price of which is
not regulated by federal, state or other goverrmental agencies, the price basis
shall be the price received for the sale of the gas. For gas, the price of
vhich is subject to regulation by federal, state or other goverrmental
authorities, the price basis shall be the rate collected, from time to time,
vhich is not subject to possible refund, as provided by the Federal Energy
Regulatory Commission ('FERC") or any other govermmental authority pursuant to
final order or settlement applicable to gas sold from such well, plus any
additional collected amount which is not ultimately required to be refunded by
such authority, such additional collected amount to be accounted for at such
time as final determination is made with respect hereto.
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GAS BALANCING AGREEMENT (continued)
Page 3 of 3.

(8) continued.

For gas sold subject to a contingent refund obligation, the price shall be
the rate collected, from time to time, which is not subject to possible refund,
as provided by.the FERC or any other goverrmental authority pursuant to final
order or settlement applicable to the gas produced from the Contract Area and
sold by the overproduced party, plus an additional collected amount which is not
ultimately required to be refunded by order of said FERC or any successor
govermmental authority having jurisdiction in the premises, such additional
collected amount to be accounted for at such time as final determination is made
with respect thereto., Notwithstanding the foregoing, should the underproduced
party elect to receive such additional collected amount which is subject to
possible refund pending the issuance of said final order, such underproduced
party shall be entitled to the payment thereof from the overproduced party upon
the underproduced party executing and delivering to said overproduced party or
parties a letter in which the underproduced party agrees to repay the over-
produced party or parties that amount so paid that is required by said final
order to be refimded, plus the interest thereon as specified in the pertinent
order of the FERC or other govermmental authority.

(9)

Nothing herein shall change or affect each party's obligations to pay its
proportionate share of all costs and liabilities incurred in Joint Operations as
its share thereof is set forth in the Operating Agreement.

(10)

This agreement is binding upon the parties to the Operating Agreement and
their respective heirs, successors and assigns. It is agreed that this agree-
ment is a covenant ruming with the oil and gas lease(s) subject to the Opera-
ting Agreement. The parties hereto agree to give notice of the existence of
this agreement to any successor in interest of such signatory party to any oil
and gas lease(s) subject to the terms of the agreement.

(11)

This agreement shall be and remain in force and effect for a term concur-
rent with the term of the Operating Agreement between the parties hereto and in
the event of any conflict between the Operating Agreement and the provisions
hereof, the Operating Agreement shall control. This agreement shall terminace
when production permanently ceases and production accounts are balanced in
accordance with the provisions hereof.

(12)

Notwithstanding any other provision to the contrary, this agreement shall
be considered as a separate agreement as to each reservoir/formation in each
well with production from one (1) reservoir not balancing underproduction from
another reservoir.
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SCHEDULE "A"

TITLE TO OIL AND GAS LEASEHOLD ESTATE,
ONLY FROM THE SURFACE DOWN TO THE BASE OF THE PENNSYLVANIAN
FORMATION, UNDERLYING S/2 SECTION 23, TOWNSHIP 2 SOUTH, RANGE 29
EAST, N.M.P.M., ROOSEVELT COUNTY, NEW MEXICO (PERRY NO. 1 WELL)

Lena Estella Betenbough, Trustee of the

Lena Estella Betenbough Revocable Living

Trust dated July 19, 1988 {3/16 of 5/32 of

160/320) cieiencnecnsncncacsecosacanasosas .0146484 RI
Ronald T. Betenbough and Connie Ann

Betenbough, Trustees of the Ronald T.

Betenbough and Connie Ann Betenbough

Joint Revocable Living Trust dated August

17, 1988 {3/16 of 3/32 of 160/320}....... .0087891 RI
Joe Canon, whose wife is Verna Cannon {3/1l6

of 37/640 of 160/320}...c.0civevicnnnnenes .0054199 RI
E. H. Holcomb, whose wife is Rosemary

Holcomb {3/16 of 37/640 of 160/320}...... .0054199 RI
Cheryl Lee Lepard, as her sole and separate

property {3/16 of 1/320 of 160/320}...... .0002930 RI
Norma Jean Dean, as her sole and separate

property {3/16 of 1/320 of 160/320}...... .0002930 RI

Georgia Ann Medders, as her sole and

separate property {3/16 of 1/320 of

160/320) ceteuecveceonesnaseassocnsscannosns .0002930 RI
Edwin H. Magruder, Jr., Trustee of the R. B.

Cowden Family Trust {3/16 of 1/16 of

160/320} . .0 eeecnnenonnsoononosnsosens .0058594 RI
First RepublicBank Midland, N.A., Successor

Trustee of the Trust created for the

benefit of Kay Magruder Stevens under the

Last Will and Testament of R. B. Cowden,

deceased {3/16 of 1/64 of 160/320}....... .0014648 RI
Robert B. Holt and Elaine Magruder, Successor

Co-Trustees of the Trust created for the

benefit of Elaine Magruder under the Last

Will and Testament of R. B. Cowden,

deceased {3/16 of 1/64 of 160/320}........ .0014648 RI
William H. Jowell, as his sole and separate
property {3/16 of 1/64 of 160/320}........ .0014648 RI

Jerelen Jowell Marrs, as her sole and

separate property {3/16 of 1/64 of 160/320} .0014648 RI
June D. Speight, as her sole and separate

property {3/16 of [122.74/2080 of 160/320 +

1/10 O0f 160/320] e eeeeeeeccecnccccncennnns .0149072 RI
Texaco Producing Inc. {1/5 of 102,74/2080

Of 160/320} o v e eeeeeecacenosoonessannconans .0049394 RI
Gussie A, Cook, a widow {1/8 of [20/2080 of

160/320 + 1/20 of 160/320]} e sceeccnccens .0037260 RI

Bonnie H. Morrison, as her sole and separate

property {3/16 of [1105.68/18720 of 160/320

+ 1/10 of 160/320]} .. ceececcecnccncans con .0149123 RI
Mabelle S. Benedict, a widow, for the term

of her natural life, remainder to Marianne

B. Frates {3/16 of 1/128 of 160/320}...... .0007324 RI
DEKALB Energy Company {1/8 of .25 of 3/64 of

160/320) e i ieeiierennnnnennns s esessnenenn .0007324 RI
NICOR Exploration Company {1/8 of .25 of

3/64 of 160/320}..... teeseesseeseensevaana .0007324 RI

Wintergreen Energy Corporation {1/8 of

[.171875 of 3/64 of 160/320 + 2/3 of 7/144

Of 160/320])} .0t iniieieencsscnceasansonanns .0025290 RI
Marshall Pipe & Supply Company {1/8 of

[.03125 of 3/64 of 160/320 + 1/3 of 7/144

160/3201}.. .o .0011043 RI

MARSHALL PIPE & SUPPLY CO.
Case No. 9625
3/15/89 Examiner Hearing
Exhibit No. 3



S. T. Shoff {1/8 of .0625 of 3/64 of 160/320}

R. C. Taylor Jr. {1/8 of .0625 of 3/64 of

160/320) 00 eeeencerocenssnsasnssenss ceeeen
L. W. Yager {1/8 of .03125 of 3/64 of

160/320} 0t ieeecencnccacnns cecessereen s .
Thomas T. Adams {1/8 of 015625 of 3/64 of

160/320}...... censenne eeceseesessssssenns
Ralph M. Connell {1/8 of .015625 of 3/64

Of 160/320) vieeeeneeenecononnnsoenccsonnscse
Janetta Lou McGee {1/8 of 015625 of 3/64

Of 160/320) i vneeneevnnnsnnncnocooses csenes
Richard L. Mason {1/8 of 015625 of 3/64

of 160/320} 0 veeecececes cesersssaesnns cesana

Marietta June Piersall, Trustee of the
Marietta June Piersall Living Trust {1/8

of .015625 of 3/64 of 160/320}......c0000..
C. J. Schmitz {1/8 of .015625 of 3/64 of
160/320} i iieernceccocannceccsncnsscncannnse
John Simpson {1/8 of .015625 of 3/64 of
160/320} .0 eeennnnennceecennnnncssnnacnnnes
Fred E. Tucker, Jr. {1/8 of .015625 of 3/64
Of 160/320) ..t iniinnerecennnsnesecennnaans
Joe Yager {1/8 of .0078125 of 3/64 of
160/320) 00t eiceenncneenonannsecosnsnnaaces
Mary Yager Stephens {1/8 of .0078125 of 3/64
Of 160/320} .. 0t iunencececnccncnnnscanonss
Kirby D. Schenck, as his sole and separate

property {3/16 of 3/64 of 160/320}........
Allie Douglas, formerly Allie H. Taylor, as
her sole and separate property {3/16 of
15/576 of 160/320}....ueecenccnnccccnnnnan
Jo Anne Jett, formerly Jo Anne Stephens, as
her sole and separate property {1/8 of
15/576 of 160/320} .. ccciecncncccccnnnnncas
Charles C. Compton, as his sole and separate
property {1/8 of 12/144 of 160/320}.......
Sunwest Bank of Albuguerque, N.A., Trustee
of the Ruth Caviness Hatch Revocable Living
Trust created December 29, 1978 {1/8 of
1/72 of 160/320} s.0iiunieereneceeccannnnnna
Joe L. Powell, whose wife is Evelyn F. Powell
{1/8 of 3/56 of 160/320}.
virginia Irene Powell, as her sole and
separate property {1/8 of 9/56 of 160/320}
Sandra Wilson, as her sole and separate
property {1/8 of 1/56 of 160/320}.........
Kelsey Smith, as his sole and separate
property {1/8 of 1/56 of 160/320}.........
Linda Gregg, formerly Linda Smith,
as her sole and separate property
{1/8 of 1/56 of 160/320}..iuiteeeccccnccncs
Bernus Steele, as her sole and separate
property {1/8 of 6/56 of 160/320}.........
Dorothy B. Self, as her sole and separate
property {1/8 of 6/56 of 160/320}.........
Lillian V. Woody, a widow {1/8 of 15/112 of
160/320}....... Cessesescerscnaasenssanens .
Lillian V. Woody, Trustee of the Lillian V.
Woody Trust {1/8 of 15/112 of 160/320}.

R. N. Mathews /{1/8 of 3/256 of 160/320}.....
Gordon Michie\{1/870of 3/256 of 160/320}.....

Yates Petroleum Corporation {.25 of
[.1814902 of .075 of 160/320 + .7163557 of
20125 of 160/320]} .. .iiiiiincncancnnanncnns
Jack Ahlen, whose wife is Marilyn Ahlen
{.01 of .80 of 160/320 + .05 of
.2318413 of 160/320 + .50 of .095 of .80
of 160/320 + .25 of [.03 of .8978459 of
160/320 + ,105 of .1814902 of 160/320 +
.0425 of .7163557 of 160/3201}....0cve.n..

.0001831
.0001831
.0000916
0000458
.0000458
.0000458

.0000458

.0000458
.0000458
.0000458
.0000458
.0000229
.0000229

.0043945

.0024414

.0016276

.0052083

.0008681
.0033482
.0100446
.0011161

.0011161

.0011161
.0066964
.0066964
.0083705
.0083705

.0007324
.0007324

.0028208

.0383506

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI

RI
RI
RI
RIT
RI

ULRI
ULRI
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ORI



Hunter Investments, a Texas general partner-
ship {.01 of .50 of .80 of 160/320 + ,01
of .50 of 8978459 of 160/320} .. 000 -

Jerry Eskew (.01 of .50 of .80 of 160/320 +
.01 of .50 of .8978459 of 160/320}........

DEKALB Energy Company {.1852278 of .875 LESS
[.25 of .01 of .80 of 160/320 + ,125 of
.0625 of .3882307 of 160/320 + .1638954 of
.0625 of .5105721 of 160/320} .. eueencences

NICOR Exploration Company {.1852278 of .875
LESS [.25 of .01 of .80 of 160/320 + .125
of .0625 of .3882307 of 160/320 + .1638954
of .0625 of .5105721 of 160/320}}.........

Yates Petroleum Corporation {.1015366 of
.875 LESS [.25 of .0625 of .3882307 of
160/320 + .1135616 of .0625 of .5105721
of 160/320]} .............................

Eagle 0il & Gas Company {. 0280078 of .875
LESS [.50 of .075 of .0493942 of 160/320
+ .0586476 of .0625 of .5105721 of 160/320
+ .50 of .05 of .2318413 of 160/3201}.....

Marshall Pipe & Supply {.03125 of .875 LESS
.03125 of [.125 of .80 of 160/320 + .125
of .8978459 of 160/320 + .05 of .2318413
of 160/320 + .075 of .0493942 of 160/320
+ .0625 of .1824471 of 160/3201}..........

Wintergreen Energy Corporation {.171875 of
.875 LESS .171875 of [.125 of .80 of
160/320 + .125 of .8978459 of 160/320 +
.05 of .2318413 of 160/320 + .075 of
.0493942 of 160/320 + .0625 of .1824471
of 160/320]} ... 0iiieiencecenccsocnsoccnanns

S. T. Shoff {.0625 of .875 LESS .0625 of
[.125 of .80 of 160/320 + .125 of .8978459
of 160/320 + .05 of .2318413 of 160/320
+.075 of .0493942 of 160/320 + ,0625 of
1824471 of 160/320)}.ueeivennncncnccnnns

R. C. Taylor, Jr. {.0625 of .875 LESS ,0625 of

[.125 of .80 of 160/320 + .125 of .8978459

of 160/320 + .05 of ,2318413 of 160/320

+.075 of .0493942 of 160/320 + ,0625 of

1824471 of 160/320) ). e ccncreecnncencnnns
L. W. Yager {.03125 of .875 LESS

.03125 of [.125 of .80 of 160/320 + .125

of .8978459 of 160/320 + .05 of .2318413

of 160/320 + .075 of ,0493942 of 160/320

+ .0625 of .1824471 of 160/320)1} ... ueucn.
Thomas T. Adams {.015625 of .875 LESS .015625

of [.125 of .80 of 160/320 + ,125 of

.8978459 of 160/320 + .05 of .2318413

of 160/320 + ,075 of .0493942 of 160/320

+ .0625 of ,1824471 of 160/320)}...uunnnen
Ralph M Connell {.015625 of .875 LESS .015625

of [.125 of .80 of 160/320 + ,125 of

.8978459 of 160/320 + .05 of .2318413

of 160/320 + .075 of .0493942 of 160/320

+ ,0625 of .1824471 of 160/320)1}...c0euun..
Janetta Lou McGee {.015625 of .875 LESS

.015625 of [.125 of .80 of 160/320 + ,125

of .8978459 of 160/320 + .05 of .2318413

of 160/320 + .075 of .0493942 of 160/320

+ .0625 of .1824471 of 160/320)1}....0uu...
Richard L. Mason {.015625 of .875 LESS

.015625 of [.125 of .80 of 160/320 + ,125

of .8978459 of 160/320 + .05 of .2318413

of 160/320 + .075% of .0493942 of 160/320

+ .0625 of .1824471 of 160/3201}...0vucn..

.0042446

.0042446

.1569429

.1569429

.0839996

.0197469

.0236105

.1298576

.0472209

.04722089

.0236105

.0118052

.0118052

.0118052

.0118052

ORI

ORI
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WI

WI

WI

WI

WI

WI

WI
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WI

WI
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Marietta June Piersall, Trustee of the
Marietta June Piersall Living Trust
{.015625 of .875 LESS .015625 of [.125 of
.80 of 160/320 + ,125 of .8978459 of 160/320
+ ,05 of .2318413 of 160/320 + .075 of
.0493942 of 160/320 + .0625 of .1824471 of
160/3201}...... ceceenenes Ceeetssenraans

C. J. Schmitz {.015625 of .875 LESS .015625
of [.125 of .80 of 160/320 + .125 of
.8978459 of 160/320 + .05 of .2318413
of 160/320 + .075 of .0493942 of 160/320
+ .0625 of .1824471 of 160/3201}....ccc.nn

John Simpson {.015625 of .875 LESS .015625
of [.125 of .80 of 160/320 + .125 of
.8978459 of 160/320 + .05 of .2318413
of 160/320 + .075 of .0493942 of 160/320
+ ,0625 of .1824471 of 160/320)}...000uu..

Fred E. Tucker, Jr., {.015625 of .875 LESS
.015625 of [.125 of .80 of 160/320 + .125 of
.8978459 of 160/320 + .05 of .2318413
of 160/320 + .075 of .0493942 of 160/320
+ .0625 of .1824471 of 160/320)}. ...

Joe Yager {.0078125 of .875 LESS .0078125
of [.125 of .80 of 160/320 + .125 of
.8978459 of 160/320 + .05 of .2318413
of 160/320 + .075 of .0493942 of 160/320
+ ,0625 of .1824471 of 160/320)}..........

Mary Yager Stephens {.0078125 of .875 LESS
.0078125 of [.125 of .80 of 160/320 + ,125
.8978459 of 160/320 + .05 of .2318413
of 160/320 + ,075 of .0493942 of 160/320
+ .0625 of .1824471 of 160/3201}....... .o

.0118052

.0118052

.0118052

.0118052

.0059026

.0059026

The interests of R. N. Mathews and Gordon Michie are
subject to an Application for Compulsory Pooling
currently pending before the New Mexico 0il
Conservation Division. See Requirement 8 in IV of

this opinion.

WI

WI

WI

WI

WI

WI
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TO WHOM IT MAY CONCERN:
THE UNDERSIGNED HAS TAKEN THE FOLLOWING STEPS TO LOCATE THE FOLLOWING
MINERAL INTEREST OWNERS:

R. N. MATHEWS ————————omeev
GORDON MICHIE ——=———e———m—————

ADDRESSES WERE OBTAINED FROM RECORDED DEEDS (COPIES ATTACHED).
1. Letter returned marked "UNKNOWN'",

2. APPROXIMATELY TWENTY (20) MATHEWS L1STED IN THLS AREA OF SAN FRANCISCO
WERE CONTACTED BY TELEPHONE.

3. PROBATE RECORDS IN THE SAN FRANCISCO AREA WERE SEARCHED.

4. NEW YORK SECRETARY OF STATE WAS REQUESTED TO SEARCH RECORDS OF KEWENEE
ROSS CORPORATION, THEY COULD FIND NO REFERENCE TO SAID CORP. OFFICERS.
FILES WERE NOT ACTIVE.

5. A. C. HOLDER, GRANTOR IN ORIGINAL DEED TO GORDON MICHIE (dated 10-27-50),
WAS CONTACTED, MR. HOLDER DID NOT REMEMBER EITHER MATHEWS OR MICHIE.

1 i » /

MARSHALL PIPE & SUPPLY CO.
Case No. 9625
3/15/89 Examiner Hearing
Exhibit No. 4

(303) 979-2649
(303} 979-0789



Tel {3031 879-2649
®- 1303+ 979-0789

JAMEs HlgRADYC.P.L. B
AND A$SQCIATES
A

Y 3R R,

o

Octobe 282 986

RE: Twin Buttes Area
Roosevelt Co., N.M.

R. N. Mathews

703 Market Street

San Francisco, Ca. 94101

Dear Mr. Mathews:

In reference to some oil and gas mineral you purchased from one
Gordon Michie, in Roosevelt County, New Mexico, by mineral deed
dated November 11, 1950, it is requested that you contact the

undersigned by telephone collect at area 303-979-2649.

Thank you for your cooperation.
Yours truly,
James H. Grady

CC: Mr. Mathews

% Kewenee Ross Corp.
1407 West Ave.

Buffalo, N.Y. 14240
DEPCO, Inc. (*) )
Marshall Pipe and Supply A

s o ot w2 A

COPY WENT TO MATHEWS IN BUFFALO, N.Y.



(303) 979-2649

Tet. { (303)979-0789

RE: Twin Buttes Area
o Roosevelt Co., N.M.
Mr. Gordon Michte
582 Market Street
San Francisco, California 9410]

Dear Mr. Michie:
In reference to some o0il and gas minerals you purchased from one

A. C. Holder, in Roosevelt County, New Mexico, by mineral deed
dated October 9, 1950, it is requested that you contéct the under-
signed by telephone collect at area 303-979-2649.

Your cooperation is appreciated.
Yours truly,
James H. Grady

CC: DEPCO, Inc.
Marshall Pipe and Supply

 COPY
,ﬂ;gw 2/1;4 M
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$ of R £ _ Nqa.!‘mg_.,m_..;;‘ ‘...hereinahet ealled Grantor. (whether one or more) for and m eonuderamn of -
. . (cm on‘l gortoffice adivesr) . .. -

the snm of....Tﬁh..&Bd me.m..n!.'_?..e_.?..-..ﬁ~m9.z».wme.z-.m.9__ .._g,.g' o , _Do]h“. (s J.D.OO A
cash in hand aid and od:er good and valuable eomndmtnm the receipt of which is_hercby. acknowledged, do. s hercby gtam
bargam. sell, eonvev. mnsfer, assign and delwér UNLO.mec. ,;:don Hiehie
of 582’ Mﬂrket St.. .San Francisco: 4, ‘California. A&m

(cm it gortoffice addresz) '~ :

3o,

e ol G (stier cons

" an undivided =
g m and © all of the o|l. gaa and mher mmerak in and nnder aud that may be produeed from the follom

' "8 deu:nbed landn smmed i
—Coanty; State ‘o New Mexico ;

to-vm'

" the'Southeast 'Quarter (sEl) of Section 2, and the
- Southwest Quarter (swl) of Section 23 s Township 2
South, Range 29 East, ) :

l acm. mote or leu. togedm wizb the tlghtoﬂngréuaand egrevng't't acllouﬂ'e!y{onhepme }

conuining . 320 L
lpoﬂi d marteung Ihe tame

. . operating and developing said landu for oil, gav, and other minerals, and ntonng. handhng.
o _remove from said_land all of Grantee’s property and imp:ovemenu. i

. “This sale is made subject to any rlghu now existing to any lmee or mixnu undef any valid and luhsimng ‘oit and gas Jease of ueord heuto!ore

: uenned; it being understood and agreed that said Grantee shall have, receive, and enjoy the herein granted undivided interest in and to all bonuses, rents, |

. royalties and other benefits which may accrue under the terms of said lease insofar as it covers the above described land from and after the date bereof, -

pre:iaely as if the Grantee herein had been at the date o( the lnalung of uid leae lhe owaer of a olmtlat undiwdcd iuumt ln and to the Iando deu:'bed and
Granu:e one ohhelemm therein, - ;. S . : : :

' Grantor : agrees to execute such lun!mammneu nmaybemmite for the fulhndcmplmcn)oyment old:erlgbnbminmmd and l&n&eagmu
. .dm 'Grantee berein shall have the right at any time to tedeem for said Grantor by payment, any. mortgage, taxes, of other licos on the alme dea:n’bed fand,
upon‘defanll in payment by cbe Gun!or. and & mhrogatcd to lhe riahu of‘lihe lmlder themo__ ) :

: ;nany'wm bdonsingtouidcnmee l:etein his
.. forever, and Grantor 'do...£9.. bereby warrant wd tidde to Gnutea

1-uulmimfomer,mddo..ﬁﬁ..hutbymumdcfendmundnmhrma!d MPﬂ‘v untbt!:e ca!d
B exuuum.mnalmmmmﬁmmhudludmmmmmuwhommthﬂuﬂyd min

anpce _our..

‘ Wmumr - 3"'

sm'rz os maw Mmco. ”

LD LE = . Notary l‘u!).Zc

My mnu;lnim‘ uplre't » : :
s'm'xt pf Q&BW mxxco.

I s @ aca
c §nt, ornuc_ -«
' TR 14 1 ¥avTany i
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“Poon ‘H-.,\ur ,dmhelnh

‘the seataffined 0 seid mmumt Tthe
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: 31."“‘ 1’).??

mvn I My l'«ut )rnc-n.nmmsu D

't' o-hmdred-ﬂrty-«-ixths (3/'

I

.‘i-',the Sou‘heaqt Qm.rter ("Ll)lof Qec.,i.cn éA,; tnd ‘the
" Southvest.Cuzrter (ST1) of Secti on 23, Tornship o
'SOdt‘l, RZ'T‘A{'G <9’ _ 3""t, . .L.P.Ib -8y

éuiiiaiﬁuig '.-..3.2 .o Slareeleser 2°10s, MIOTrE ar lcﬂs. togetiey ‘with the Fght ut ingress. nnd ca:u-u :u nll '.iu.e-i for ghn ; W opOses rl minice
~_drilling, cxploriggmpemung nml devoeloplug safd Jasda lm'oﬂ—t:n and other minerals. and storing, lxn.u‘liu;r. tnnn; m-lmg o

1 t.he same thercfrom with the rhzhl. o fenuve tmm sald lapd all of (srauwe s property :md lumrnn-'xwun

" Thissale is mnde subjevt to nnv rh:ms now exh'lug tn an\' lessor or nsslgm umlc-r any valid and suh-mhg nn m'.d g.'m ls.m‘ o
Imvtoture executed: it being undcrsmod and agreed that said (-mntﬂ- shull have, resive, and enjoy the hereln gr.mu-d nudivided ‘in
* and to all buouses, repts, royalties ahid other benefits which may aceene under the terme of xald loase Insofar as it covers tho abuve” de
"' land from and after the date hervol. precieely as if 1the Grantee bereln hid boen at the dute of the mgkmp ul :uul lea-«- lhe nwner ol a
nndivlded lnt.omst. fo*and to vhe lands ucsmtmd nnd (.rnm.w one ol ;ne Ie«urs thoulu." ‘ .

"I 21l Granter agn es o executo such further u«nr.mcm as mav o n-quistve for the fall and cumplcw enjosinng o' the mrmu lln'ix'ln granted
and likewlse agrees that Grantee hereln shall have the eight at any thue 1o vedeem for sald Grapuor by pagment; ALY - mort; use, taxe
llens on the nbo\'o dmrlbed lund, u puu detauly ln [rymt-ut b\' (u':mtnr. un-l m nubrou.un! 10 um ri'-h u nf tho onld.r tnm-ul :

'!'0 H‘\\'l‘ A\ID 'ﬂ) HOLD 'l‘ho aloom dc'wcmbul pr:

lumln....."......? .......heh's sno%o
N chim tho same or any pan llu-reol' .

'ﬂ;'x ITNKSS... Z

) A ; B
-.majrp.m

.»——-hxeclned the samu,’.mj.'.. behert
(m‘m nndcr my: hand y

e .vh' (-mmmssmn o-xpm L ,“..’/" : e Ry 4 ' : f.f "! z’:;num ?bS?(- Netary \
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R L i S pt-rmnally amw ML.
e m m lmown l.u ’m tlm idunliwl p(.rwn whu sulmc
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STATE OF 8EW MEXICD ¢.0.90X g883 *are Cova:

ENERGY a0 MINERALS DEPARTMENT SANTA FE NEWMEXICO 37801 Gsrtsace 2.4
. Al Gentoncer muet bs from The sl er houndarivs of 0o Bostion.
Coerainl Lusee weil Ne. -
Marshall Pipe And Bupply Perry ’
'Tﬂ'{. Lotier Seciion Township Renge Comnity X -
M 23 2 South 29 East Roosevelt
Acyus! Fodtege Locsiion 8! Well; ———
890 e tmm e South - "IMN 660 .;,..'......West Nine
Cenung Lovel Diev, Pmsucing Fermoiion Peo) - Dedicaied Acseays:
4382 { Montoya & Penn. ﬁﬁ}ﬁ_ﬁgﬁﬁw a 290 i€ Leve

i 1. Outline the acreage dedicated 1o the subject well by colored pencil or hachure marks on the plat below,

2. Il smore shen ene lease is dedicated to the well, outline each and identily the ownership thereo! (both as to workin,
isterest and royalty).

3. Il more than one lease of different ownership is dedicated to the well, bave the isterests of all owners bees congoli
daied by communitization, wnitization, force-pooling. ete? -

&3 Yes [ Ne Il snswer in *“yes}’ type of consolidation " communitization _

1l answer is *Bo)" list the owners and tract descriptions whick bave actually been consclidated. (Use reverse side o
this form if aecessary.)
No allowable will be assigned to the well until all interests have beea consolidated (by communitization, snitization,
forced-pooling, or oxhgrwiu)or until & aon-standard unit, eliminating such iaterests, das been approved by the Divisioe

‘ ! CERTIFICATION
! i
' ] £ baraby cortily shat the (aformation com
| ) Qiafﬁihnin s trve and complars 10 she
i ' besyel my hrowlodpe ond boliel.
o b MM
I , SO I : A ——
e e e - - —— e —— —— - == - —— 7' - J. W. Marshall
| : e P”m'" Partner/Operator
3 Compuny B
: MARSHALL PIPE & SUPPLY
{ February 3rd, 198

3

ARD BTN D Y S 2 S A R

§ bereby certily that the well locetion

wsres of actvn! surveys mods by oo o

MARSHALL AIPE & SUPPLY 'COMPANY - onder my supervissan, ond thet the some
. . ) ! ° és e ond gorrect w she bast ol my

SECTION 23 ! AN § R,

\

' ) W shewn on this plet was plened lram lield
\
\

—————— e e o
-

{ |
_______ e s T bt P
Perry #1 " 1320 acres | \ =

1 1

¢ |
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MARSHALL Pipe & Supply Company

Drilling Producing

13423 FORESTWAY DRIVE
J. W. Marshail DALLAS, TEXAS 75240

Dallas, Texas
RESIDENCE (214) 239-7284
(214) 233-7881

December 31st, 1989

ACTUAL COSTS OF THE PERRY #1
S/2 Section 23, T2S, R29E
Roosevelt County, New Mexico

EQUIPMENT: $ 111,195.63

DEVELOPMENT : 312,494.21

TOTAL COST, to date: §$ 423,689.84
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13423 Forestway Drive
75240

PALLIAS ,
Decembearx 3dlst,

PERRY §1
Section ) ’ E

TEXAS
1988

Roosevelt ggggt!, New nexioo

ACTUAL COSTS

COVERING COST TO CASING POINT

COMPLETION, AND

GAS EQUIPMENT & INSTALLING SAME

EQUIPMENT;

Brammer Pipe & Steel Co.,

Brammer Supply, Inc.,

Engelman-General, Ina.,

Hondo Pipe & Supply
Marshall Pipe & 8upply Co.

Quality Manufacturing, Inc.

Requlio supply Co.

PERRY EQUIPMENT, TO DATE:

Detailas attached:

Inv. 9530 . e =

8-5/8" Casing $§ 20,692.42

Tnv., 9542

13=-3/8" Caasing 6,117.12

Inv. 9602 .

5-1/2' Cllinq 30{686.6‘

Inv. 9789 -7

2-3/8" Tubing 10,547.28

IHV. 9789-A

3* Linepipe 6,369.175

Inv. 9803

Two 300 BBl Tanks 3,700.00

Inv., 9826, '

Tubing for line 2,733.10

Inv. 20520

8-5/8 to 5 1/2"head, nipple 622.00

Inv. 21650, valves, plugs,

nipples, etc. 8,242.20

Inv. 21943, 2" Valve 1,073.12

Inv. 023463, dump valves,

eto. 1,231.13

Inv. 9245, ells 184.56

INVo 9‘5-38' 2 Jt.o'

S 1/2% from Speight 339.51

Inv. 9-5’885 4 Jt.o.

5 1/2° from McGee 554.33

Inv., 1224

Gas Production Unit, used

foundation blackas & meter run 7,100.00

Inv. 1234,

Gas Production Unit, used

foundation blocks & meter run 7,100.00

Inv. 479153

couplings, fittings, hose 1,536.85

Inv. 479229

plugs, nipples, teea, etc. 1,585.69

Inv. 479581

couplings, adaptors, hose 779.93
195,61

$§ 111,

MARSHALL PIPE & SUPPLY CO.

Case No. 9625

3/15/89 Examiner Hearing

Exhibit No. 5



13423 Forestway brive
DALLAS, TEXAS 75240

Dacember 3lat, 1988

PERRY #1
877 Bection 23, T25, R2IE
Roosevelt County, New Mexico ,

ACTUAL COSTS OF EXPENSES COVERING: COST TO CASING POINT

COMPLETION
INSTALLATION & CHECKING GAS PRODOCTION
. COSTS:
DEVELOPMENT ;
Butler Signs Inv. 11~-22-88
Lease Sign 47.86
County Clerk Inv. 10-6-88 ,
. Recording.’ . 10.00
" . Inv, 12-13~88
Recording 26.00
Dickerson, Fisk & Vandiver Inv. 3-19-88
Unorthodox well location . 187.50
" Inv, 4-12-88, :
Unorthodox well,title 1,622.25
" Inv. 7-8-88 L
ownership, Abstracts 3,938.00
" InV. 11"1-88'
Re:Citigas Contract 11.25
" Inv., 11-1-88,
Re: Title Opinion 1,145.25
" Inv. 12-6-88,
curative work _ 21.46
" Inv. 12-6-88, Yates/Dekalb 93.55
Donham 0il Tool Co., Inv. 100325
Rental tools 277.20
Engelman-General, Inc., Inv. 23847, labor 495.00
Federal Express ) 8-~17-88, Tooke, Mud Logger 14.00
" 12-2-87, curative to Grady 20.25
h 2-10~88, Patton Surveyor 11.00
" 6-2-88, rushing documents 39.00
" 7-8-88, " v 14.00
" 9-15, and 21, rushing info. 100.00
" 9-28-88, documents 34.25
" 11-14~88, charts 7.56
" 11~2~-88, Energy Dept & Gas
Gatherer 34.00
" 12-16-87, Info to attorney 14.00
Globe Conastruction Co., Inv, 888~030, Location, Pits 3,288.88
" Inv. 888~031, pull trucks,
backdrag road and location 1,275.28
" Inv, 988-002, pull trucks 1,281.36
" Inv, 988-035, level around well 805.44
" Inv. 1088-023, cut pits,
build tank grade, bury pipeline 4,434.12
" Inv. 189~-014, cleanup of pits 1,081.97
James H. Grady, Landman Inv. 9-17-88, curative work 1,693.14
Graham Abstract Inv. 10-21~-88, supplemental
abstracts 273.37
Gustamantes Well Service Inv. 1215, well completion 12,019.55
" Inv. 1218, 4 point test,
flow test well 676.23
" Inv. %222, checked well, put
. back on line 4,475.76
Halliburton Servicea Inv. 407688, cement surface 3,602.61
“ . Inv. 407691, cement, inter-
mediate casing 7,913.82
" Inv. 407723, acidize 15,370.63
" Inv. 407737, cement prod. :
casing 5,864.05
" Inv. 522535, tool service 2,837.50
" Inv. 522554, Open Hole Test 2,998.61
" Inv. 522741, Kill Well 1,429.97
Hamilton Welding Inv. 6435, weld 13-3/8" 118.44
" Inv. 6436, weld nipple 183.49
" Inv. 6439, line pit 1,977.52
“ Inv. 6441, cut 13-3/8, and 8-5/8 321.98

-1-



P L9462 FULNGECWAY WELIVE

DALLAS, TEXAS 75240

Degamber 3lsat,

PERRY 1

8/2 section 23, T2S, R29OE

Roosevelt County, New Mexico

ACTUAL COSTS CONTINUED:

1988

DEVELOPMENT: Page #2:

DEVELOPMENT - Page §2
Hamilton Welding

Jack Houston Drilling,

Kenna Water Sales

Kenneth Tank Service,
»

M f G Pipe & Trucking

Marshall Pipe & Supply co.

Marrs Mud, Inc.,
Ben Milford, Geologist

Otis Engineering Corp.,
L]

P." R. Patton & Assoc.
Permian
Permian Treating Chemicals
Precision Service, Inc.,

L]

Schlumbérger Well Services
Sewell-Uselton Ins. Agency

Inc.,

Inv.

3729, welding,

fence pits _ $

Inv,

3746, watch and

re-light flair

Inv.

3749, tence wall, tanks

and separatoys

Inv. 9-4-88, .Drilling contract
Inv, 3026, laltwater disposal
Inv. 18120, fresh water to rig
Inv. 18226, "

Inv. 18333, saltwater disposal
Inv, 1194, pulling water trks
Inv. 1197, forklift, unloading
5-1/23"

Inv., 1193, loading 210 tank to
lease

Inv. 1195, forklift, unloading
8-5/8"

Inv. 1211, forklift, unleoading
2-3/8%, two 300 bbl tanks

Inv. 1213, forklift, unloading
separatorxr

Inv. 1223, " "
Inv. 1220, * BOP & Flange

OPERATOR'S CHARGE FOR
DRILLING WELL, AS PER OPER AGREE. 5,010.00
Supervision to Casing Point, and

T & C Tank Rental & Anchor Ser.Inv.

Tooke International
]

Turnbull, Greg

W.A.85.P, Wireline Co.

2,947.00
380.70

.185.00
112,195.13
268.39
10,786.29
438.81
1,063.33
134.29

166.08
162.79
276.71
+920.85
f221.44

162.79
165.08

Completion 9,682.80
Inv. 04914, Mud and Chemicals 14,437.60
Inv. 9-5-88, Geological
consulting 4,537.69
Inv, 643133, packer service 3,778.34
Inv, 643810, re: seal assembly 8,739.51
Inv. 654461, running tools 2,947.04
Inv. 1-29-88, Survey Location 397.03
Inv. 6330, Wash oil 1,782.48
Inv. 1105, Anti-Freeze 565.08
Inv. 44366, calibration 254,63
44437, meter test, lower 268.09
44438, plate chg: 44.02
44439, meter test - upper 178.09
44745, master meter 24.58
44747, aampling, grav./upper 75.38
44749, " /lower 63.89
44750, meter/static spring 571.92
44753, orifice plate - 122.94
44827, plate 6.21
44831, meter test/lower 63.89
44832, chromatograph ana/upper 47.36
44833, * /lower 47.36
44834, master meter 11.84
45016, tule inconnect analysis 11.84
44891, " Y, meter test 32.66
Inv., 4-061290, logs 13,256.76
Inv. 7256PC, Blanket bond 500.00
0988~117, guyline anchors 740.42
Inv. 2210, mudlogging 2,749.69
2260, " 4,666.62
2333, " 89.62
Inv. 227651, hook up and consult
installation of gas 595.70
227652, checking gas well 379.50
Inv. 174, gamma ray cement, and
perforate 15,788.28

-2~



13423 Forestway Drive
PALLAS, TEXAS 75240

December 3lst, 1988

PERRY #1
8/2 Sectlion 23, 728, R29E

Roosevelt Count New Mexico
ACTUAL COSTS §onw1uusnz DEVELOPMENT: PAGE $3:

DEVELOPMENT - PAGE #3:

John West Engineering Co., Inv, 1088~40, 4 Point Test: § 3,324.37
West Texas Casing, Inc., Inv. 5940, run 13-3/8" ‘ 950.00
" 5941, run B8-5/8" 1,334.20
" 5949, run 5-1/2" 1,855.00
.\" .
1
DEVELOPMENT, TO DATE:  12-31-88 $ 312,494.21

Details Attached:



PRODUCTION - HISTORY

AS REPORTED BY MARSHALL PIPE AND SUPPLY, CO.
13423 Forestway Drive, Dallas, Texas 75240

UNIT-OPERATOR

The Perry # 1 (located approximately 660' from the West Line and 990' from
the South Line Section 23 - Township 2 South - Range 29 East N.M.P.M.,)
Roosevelt County, New Mexico:

CURRENT PRODUCTION: Approximately 1.3 MCF Gas Per Day

CURRENTLY: disposing of about 100 BBLS. WATER DAILY

CURRENT OIL PRODUCTION: Approximately 5 BBLS 0il Daily

MARSHALL PIPE & SUPPLY CO.
Case No. 9625
3/15/89 Examiner Hearing
Exhibit No, 6



BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF MARSHALL PIPE & SUPPLY COMPANY -
FOR COMPULSORY POOLING, ROOSEVELT : CASE NO. 7‘“2)
COUNTY, NEW MEXICO :

AFFIDAVIT OF MAILING

STATE OF NEW MEXICO )
COUNTY OF EDDY ;

PATTI WIRR, being first duly sworun, upon oath, states
that the notice provisions of Rule 1207 of the New Mexico 0il
Conservation Division have been complied with, that Applicant has
caused to be conducted a good-faith diligent effort to find the
correct addresses of all interestead persons entitled to receive
notice, and that pursuant to Ruls 1207, notice has been given at
the correct addresses as provided by such rule.

In support hereof, affiant states that true copies of
the Application of Marshall Pipe & Supply Company for Compulsory
Poolinjy, Roosevelt County, New Mexico, were mailed in accordance
with Rule 1207, to each known individual owning an uncommitted
leasehnld interest, an unleased and uncommitted mineral interest,
or royalty interest not subject to a pooling or unitization

clause in the lands affected by such application, which interest

MARSHALUL PIPE & SUPPLY Co.
Case No. 9625
3/15/89 Examiner Hearing
Exhibit No. 7



nust be committed and has not been voluntarily committed to the
area proposed to be pooled or unitized, in securely sealed, certi-
fied mail, return receipt requested, postage prepaid envelopes,
addressed to the following named parties at their last known
addresses, to-wit:

Gordon Michie

582 Market Street

San Francisco, California 94101

R. N. Mathews

703 Market Street

San Francisco, California 94101
on the 1l4th day of February, 1989, as reflected by the copies of
the letters transmitting such copies of the Application and the

return receipts executed on behalf of the addressees, attached

hereto.

iz, e

Patti Wier

SUBSCRIBED AND SWORN TO before me this 1l4th day of Feb-

ruary, 1989, by PATTI WIER.

s -
My commission expires: ‘iaALNQ Kons
1-2-9D Notary Publif




February 14, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Gordon Michie
582 Market Street
San Francisco, California 94101

Re: Perry No. 1 Well
Township 2 South, Range 29 East, NMPM
Section 23: S/2
Roosevelt County, New Mexico

Dear Mr. Michie:

Enclosed, please find a copy of the Application of Marshall Pipe

& Supply Company for Compulsory Pooling, Roosevelt County, New
Mexico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on March 15, 1989,

Please contact the undersigned if you have any questions regard-
ing this application.

Very truly yours,

DRV :pvw
Enclosure

cc: Marshall Pipe & Supply Company

Chad Dickerson John Fisk David R. Vandiver James W. Catron DICKERSON, FISK & VANDIVER

. . ATTORNEYS ATLAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



February 14, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. R. N. Mathews
703 Market Street
San Francisco, California 94101

Re: Perry No. 1 Well
Township 2 South, Range 29 East, NMPM
Section 23: S/2
Roosevelt County, New Mexico

Dear Mr. Mathews:

Enclosed, please find a copy of the Application of Marshall Pipe

& Supply Company for Compulsory Pooling, Roosevelt County, New
Mexico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on March 15, 1989.

Please contact the undersigned if you have any questions regard-
ing this application.

Very truly vyours,

RSON, FISK & yANDIVER
[

Q ,

R. Vandiver

DRV :pvw
Enclosure

cc: Marshall Pipe & Supply Company

Chad Diickerson John Fisk David R. Vandiver James W. Catron DICKERSON, FISK & VANDIVER

. ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



PS Form 3800, June 1985

P ¢vcd LCO 805

RECEIPT FOR CERTIFIED MAIL
ND :NSURANCE COVERAGE PROVIDED
NOT FOR iNTERNATIONAL MAIL

(See Reverse)

t ¢ . »
T.° Gordon Michie

Strest and No.

582 Market Street

P O . State and 2IP Code
San Francisco, CA

941p1

Postage S

Centified Fee

Special Delivery Fee

Resricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

Return Receipt showing to whom.
Date. and Address of Detivery

TOTAL Postage and Fees S

Postmark or Date

e d LU0 80k

RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(Seeg Reverse)

ﬁ?? R. N. Mathews

3ﬁﬁwﬁ§rket Street

P.O.. State and ZiP Gode

San Francisco, CA 941

Postage S

Cenrtified Fee

Special Delvery Fee

01

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

Return Receipt showing to whom.
Date. and Address of Detivery

TOTAL Postage and Fees S

Postimark or Date

'PS Form 3800, June 1985

S



DickERsON, FISK & VANDIVER
ATTORNEYS AT LAW

SEVENTH & MAHONE / SUITE E
ARTESIA, NEW MEXICO 88210

Thig Is P Office ?&ﬁr »

bs i
Y L]
T.ﬂ(n.a ! .

Street
san Francisco, California m» 1

|

CE
DickERSON, Fisk & VANDIVER RTIFIED

ATTORNEYS AT LAW P 7?28 LOO A0k

SEVENTH & MAHONE / SUITE E
ARTESIA, NEW MEXICO 88210 g>——l

o CERTIFIED MAIL
R DT RETURN RECEIPT REQUESTE

Mr. R. N. Mathews
703 Market Street

San Francisco, California 94101

~~



. SENDER: Complete items 1 and 2 when additional services are desired, and complete items 3 and 4.

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

5 delivered to and the date of delivery. s the following services are available. Consuit
s Postmaster Tor fees and check box{es) for additional service(s) requested.

Show to whom delivered, date, and addressee’s address. 2. [J Restricted Delivery. .
4. Article Number ,_

P 728 600 805

1 Type of Service:

egistered Insured
1 ertified CcOoD
Express Mail

Always obtain signature of addressee or

agent and QATE QELIVERED. )

‘s Address (ONLY if

g

PS Form 3811, Feb. 1986 . DOMESTIC RETURN RECEIPT

SSIppE I3

4B 9yl o) 9doiaue 3 0 7 (/

. SENDER: Complete items 1 and 2 when additional services are desired, and complete items 3 and 4. w//ﬂl E
Put your address in the “RETURN TO"’ space on the reverse side. Failure to do this will prevent this / .
card from being returned to you. The return recsipt fee will provide you the nams of the person N ‘
delivered to and the date of delivery. tiona the following services are available. Consult < . w \
postmaster for x(es) for additional service(s) requested. = . N
1. [J Show to whom delivered, date, and addressee’s addrass. 2. [J Restricted Delivery. ~L /. ﬂ\/
3. Article Addressed to: 4, Article Number ; 3
P 728 600 806 , ,
: R
Mr. R. N. Mathews Type of Service: M/ M d 3
703 Market Street .mmamﬁnﬁ w_m_man N m
: ertifi :
San Francisco, CA 94101 Express Mail : ./7 /. J
Always obtain signature of addressee or , & //@ Y
agent and DATE DELIVERED. | NN J/L
5. Signature — Addressee 8. Addressee’s Address (ONLY if /k
X requested and fee paid) AN
, 6. Signature — Agent N
e o X \ .
- . 7. Date of Delivery M
: PS Form 3811, Feb. 1986 . DOMESTIC RETURN RECEIPT L m

] XN



February 14, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. R. N. Mathews
703 Market Street
San Francisco, California 94101

Re: Perry No., 1 Well
Township 2 South, Range 29 East, NMPM
Section 23: S/2
Roosevelt County, New Mexico

Dear Mr. Mathews:

Enclosed, please find a copy of the Application of Marshall Pipe

& Supply Company for Compulsory Pooling, Roosevelt County, New
Mexico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on March 15, 1989.

Please contact the undersigned if you have any questions regard-
ing this application.

Very truly yours,
SON FISK & yANDIVER
ﬁ
Dav1 R. Vandlver

DRV :pvw
Enclosure

cc: Marshall Pipe & Supply Company

Chad Dickerson John Fisk David R Vandiver James W. Catron DICKERSON, FISK & \/YANDIVER

_ ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (305) 746-9841



BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF MARSHALL PIPE & SUPPLY COMPANY
FOR COMPULSORY POOLING, ROOSEVELT
COUNTY, NEW MEXICO

CASE NO.

APPLICATION

COMES NOW Marshall Pipe & Supply Company, by its attor-
neys, and in support hereof, respectfully states:

1. Applicant is the operator of the following describ-
ed lands in Roosevelt County, New Mexico:

Township 2 South, Range 29 East, N.M.P.M.

Section 23: §S/2

containing 320 acres, more or less,
and has drilled its Perry No. 1 Well at a point located 990 feet
from the south line and 660 feet from the west line of said Sec-
tion 23, to a depth sufficient to test all formations from the
surface through the base of the Montoya formation.

2. A standard 320-acre proration unit comprising the
S/2 of said Section 23 should be dedicated to such well or to
such lesser portion thereof as is reasonably shown to be produc-

tive of oil and gas.



3. There are interest owners in the unit who have not
agreed to pool their interests.

4. Applicant should be designated the operator of the
well and the proration unit.

5. To avoid the drilling of unnecessary wells, to
protect correlative rights and to afford to the owner of each
interest in said unit the opportunity to recover or receive with-
out unnecessary expense, his just and fair share of the oil and
gas in said unit, all mineral interests, whatever they may be,
from the surface down to the base of the Montoya formation, under-
lying S/2 Section 23, Township 2 South, Range 29 East, N.M.P.M,
Roosevelt County, New Mexico, should be pooled.

6. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,
plus an additional 200% thereof as a reasonable charge for the
risk involved in the drilling of the well.

7. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge for drilling and producing welis attributable to =2ach non-
consenting working interest owner.

8. The approval of this Application will afford
Applicant the opportunity to produce its just and equitable share
of oil and gas, will prevent economic loss caused by the drilling

of unnecessary wells, avoid the augmentation of risk arising from



the drilling of an excessive number of wells, and will otherwise
prevent waste and protect correlative rights.

WHEREFORE, Applicant prays:

A. That this Application be set for hearing before
an examiner and that notice of said hearing be given as required
by law.

B. That upon hearing the Division enter its order
pooling all mineral interests, whatever they may be, from the
surface down to the base of the Montoya formation, underlying S/2
Section 23, Township 2 South, Range 29 East, N.M.P.M., Roosevelt
County, New Mexico, or such lesser portion as may be productive
of oil and gas and dedicated to Applicant's well.

C. And for such other and further relief as may be
just in the premises.

MARSHALL PIPE & SUPPLY COMPANY

—
-

o e
% N\ ~ //'2/
By: (/ /‘*Z)uml/ i P /M:%«C»

David R. Vandiver

DICKERSON, FISK & VANDIVER

Seventh and Mahone, Suite E
Artesia, New Mexico 88210

(505) 746-9841

Attorneys for Applicant



February 14,

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Gordon Michie
582 Market Street
San Francisco, California 94101

Re: Perry No. 1 Well

Township 2 South, Range 29 East, NMPM

1989

Section 23: S/2

Roosevelt County, New Mexico

Dear Mr. Michie:

Enclosed,

please find a copy of the Application of Marshall Pipe

& Supply Company for Compulsory Pooling, Roosevelt County, New
Mexico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
in Santa Fe, New Mexico, on March 15, 1989,

sion,

Please contact the undersigned if you have any questicns regard-
ing this application.

DRV :pvw
Enclosure

ccC:

Chad Dickerson

Very truly yours,

QICKERSON, FISK &

“

/ANDIVER

David R. Vandiver

Marshall Pipe & Supply Company

John Fisk

David R. Vandiver

James W. Catron DickeRrsoN, Fisk & VANDIVER
ATTORNEYS ATLAW

Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF MARSHALL PIPE & SUPPLY COMPANY
FOR COMPULSORY POOLING, ROOSEVELT
COUNTY, NEW MEXICO

CASE NO.

APPLICATION

COMES NOW Marshall Pipe & Supply Company, by its attor-
neys, and in support hereof, respectfully states:

1. Applicant is the operator of the following describ-
ed lands in Roosevelt County, New Mexico:

Township 2 South, Range 29 East, N.M.P.M.

Section 23: S/2

containing 320 acres, more or less,
and has drilled its Perry No. 1 Well at a point located 990 feet
from the south line and 660 feet from the west line of said Sec-
tion 23, to a depth sufficient to test all formations from the
surface through the base of the Montoya formation.

2. A standard 320~acre proration unit comprising the
S/2 of said Section 23 should be dedicated to such well or to
such lesser portion thereof as is reasonably shown to be produc-

tive of oil and gas.



3. There are interest owners in the unit who have not
agreed to pool their interests.

4, Applicant should be designated the operator of the
well and the proration unit.

5. To avoid the drilling of unnecessary wells, to
protect correlative rights and to afford to the owner of each
interest in said unit the opportunity to recover or receive with-
out unnecessary expense, his just and fair share of the oil and
gas in said unit, all mineral interests, whatever they may be,
from the surface down to the base of the Montoya formation, under-
lying S/2 Section 23, Township 2 South, Range 29 East, N.M.P.M,
Roosevelt County, New Mexico, should be pooled.

6. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,
plus an additional 200% thereof as a reasonable charge for the
risk involved in the drilling of the well.

7. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge for drilling and producing wells attributable to each non-
consenting working interest owner.

8. The approval of this Application will afford
Applicant the opportunity to produce its just and equitable share
of oil and gas, will prevent economic loss caused by the drilling

of unnecessary wells, avoid the augmentation of risk arising from



the drilling of an excessive number of wells, and will otherwise
prevent waste and protect correlative rights.

WHEREFORE, Applicant prays:

A, That this Application be set for hearing before
an examiner and that notice of said hearing be given as required
by law.

B. That upon hearing the Division enter its order
pooling all mineral interests, whatever they may be, from the
surface down to the base of the Montoya formation, underlying S/2
Section 23, Township 2 South, Range 29 East, N.M.P.M., Roosevelt
County, New Mexico, or such lesser portion as may be productive
of o0il and gas and dedicated to Applicant’'s well.

c. and for such other and further relief as may be
just in the premises.

MARSHALL PIPE & SUPPLY COMPANY
/
| >/

By//:em{/

David R. Vandlvef

DICKERSON, FISK & VANDIVER
Seventh and Mahone, Suite E
Artesia, New Mexico 88210
(505) 746-9841

Attorneys for Applicant



