S U

STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

FOR PACIFIC ENTERPRISES OIL COMPANY (USA)

FOR COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO CASE NO. 9893

CERTIFICATE OF MAILING
AND

COMPLIANCE WITH ORDER R-8054

In Accordance with Division Rule 1207 (Order R-8054) I
hereby certify that on February 28, 1990 I caused to be
mailed by certified mail return receipt requested notice of
this hearing and a copy of the Application for the above
referenced case along with the cover letter, at least twenty
days prior to the hearing set for April 4, 1990, to the
parties shown in the Application as evidence by the attached
copiles of return receipt cards.

"Karen Aubrey

SUBSCRIBED AND SWORN to before me this 2nd day of April,
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. SENDER: Complete items 1 end 2 when additional services are aoa__dn.w:aoo:.u_o»ozoaa
3 and 4.

“RETURN TO’* Space on the reverse side. Failure to do this will prevent this
wuunﬁu“:n%hroonwaﬁh_%n to you. The _.S::w receipt fee will provide you the name of the person delivered
to and the date of delivery. «o., additional Tees the following services are available. Consult postmaster
ar 1ees and chec x{es) for additional service(s) requested.

. w_mzﬁ__umhxu Complete items 1 and 2 when aded @t iam ry =i Sserwvices aare desired, and complete items
and 4. : o :

Put your address in the ""RETURN TQ'’ Space on the rewve r s side. Failure to do this wvwil § porevent this card
ﬁo@wmm:nﬂmz_ﬁ:oa to you. The return receipt fee will pprowide wouu The name of the persoen delivered to and
the date of deliv,

——

x mo..%%a:_oq_.& fees M:vm *o__oiim'. Serwice s are awaillable. Consullt postmaster for fees
¢ i s) for additional service(s) requeste .
1. 0 Show to whom delivered, m.nwwmnw:n addressee’s address. 2. L] ﬂhcnwnho%.ﬂng_ww ivery to whom am=<wm_‘m9 QMS_ w:a ddres=see ' s address. 2. [ ﬂnmmnqumnu.w_mvn- Delivery
(Extra tra charge Fxarca charge)
3. Article Addressed to: a.@ W%W_o %:N:.Mc_.o 07 3. Article Addressed to: a.
VYates Fetroleum CoOrp. & -

\brﬂ,nmhu_mZCacm_.
,‘ ﬁ N
F J ;s](\ V
1055, deh sereet T G A Pet? ?n@ﬁimmzwm?mwx
prtesia, NM §8210 & cottod . Ocop - S T, pr A7 [C] megistered ] trwsured
Attn:: Ms. Kathy Porter [ express Mail ] Retum Receipt

Fetun ; \ . ) E wwm.wqﬂmﬁmﬁ ] coo

. or Merchandise < i et um Receipt
Re: Pacific Comp Pool Trigg Alwsys obtain signature of addressee % N >press Mal L ¥ Wachandee
28 Fed #1 (KA) | %Y.QM' 285 2 LS

or agent and DATE DELIVERED.

Advwaywys obtain signature o addessee
- or agent and DATE DERL INVERED
5. Signature — Address 8. Addressee’s Address (ONLY if P

x requested and fee paid) 5. Signature — Agldressee = uwlrgl dressee’'s Acdreess (ONLY if

v | X %’. %&\\ Pegleested and fee ppaid)
6. Signaturg_— Agent \@\, . [6 Signature # Agent
X

& X
7. Date of Delivery .
u.l 2 ~ 2 7. Date of Delivery

PS Form 3811, Mar. 1988  * U.8.G.P.0. 1988-212-865 DOMESTIC RETURN RECEIPT

gZ» 02 13 QO

*US CPO OO 2 MR &

” PS Form 3811, Apr. 1989

DO IMIESTIC RETURN RECEIPT

" A g
. WMZWMAS" Complete items 1 and 2 when additional services are desired, and complete items , . WMZWW? Complsete items 1 and 2 when addll imFforer =32l smserwvices are desired, asdl conmplete items
and 4. ! and 4.
Put your address in the “RETURN TO' Space on the reverse side. Failure to do this will prevent this | Put your address in the “RETURN TO” Space on tFme rewers e sicdoe. Failure to do theis wwill pevent this
card from being returned to you. The return receipt fee will provide you the hams of the person delivered , card from being returned to you. The return receipt fem <3 v i 18 rowvide vyowus the namee of the poerson delivered
to and the date of delivery. For additional fees the Tollowing services are available. Consult postmaster ! to and the date of delivery. For additional Tees the fca» | IO ww TR =erwvicos are availlable - CCorsultpostmaster
‘or Tees and checkbox{es) for additional servicels) requested. . i ox{es) for additional service(s) recenersToacd.
1. 0 Show to whom delivered, date, and addressee’s address. 2. [J Restricted Delivery 1. [0 Show to whom delivered, dats, and address=eeme»” =2 s cliclres s _ 2. [0 Restricked Daelvery
. (Extra charge) (Extra charge) ; (Extra clarge) (Extoa charme)
3. Article Addressed to: 4. Article Number : 3. Article Addressed to:
Read & Stevens, Inc. P 572 124 509 |

Orticlie Nurmber

Exxon Conmpany, USA
P.O. Box 1518 !

B 7 2 124 <971 0
Type of Service: P.0O. Box 1600 e of Sorvice:
Roswell, NM 88201 Registered ] insured Midland, TX 79702 Rogistored L B insurd
Attn: Joe Wigley KA) xm Cortified m m%ws Recsint Attn: Joe B. Thomas = Cortified ) _D- coo
Taciiic Comp Pool Trigr 20 Expross Mall for Merchandise . Express Mail Fow_Merchandise
Fed #7 - T Always obtain signature of addressee . Re: Paciiic Comp Pool A lTwways obtaln signatuure of addessee
S or agent and DATE DELIVERED. ll.H_H.HQQ 28 red # 1 (KA)

or sagomnt sard DATE DELIVERED

B. Addressoe’s Address (ONLYIf
recague.sredd avad fee peaidd)

8. Addressee’s Address (ONLY if ” 6. Signature — Address
L, requested and fee paid)

5. Signature — Address

A} N7 NG |
(WA V48 2 we )

A, 5
PS Form 3811, Mar. 1988 « U.8.G.P.0. 1988-212-865 DOMESTIC RETURN RECEIPT

PS Form 3811, Mar. 1988 '+ USGP.O. W8 ER — > w2 — B8 S5 DOMEST IC RETURN RECEIPT
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BEFORE EXAMINER CATANACH

O’L C&\!‘BEHW\T!O’\J DiVISION

éHIB iT NO.
CASE NO.




P

TRIGG 28 FEDERAL COM #1 WELL

EDDY COUNTY,

NEW MEXICO

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS:

Read & Stevens, Inc. =~ 5 3527
Exxon Company, U.S.A.
Depco, Inc.

Paul Slayton

James L.. Alford, Jr.
Mark D. Wilson

Yates Employees 87, Ltd.

NON-CONSENTING PARTIES

Yates Petroleum Corporation
Bonneville Fuels

Amoco Production Company
Myco Industries, Inc.

ABO Petroleum Corporation
Yates Drilling Company

Davoil, Inc.

Featherstone Development Co.

*Westway Petrq .
*Raymond R. Trollinger, Jr.
& Sharon S. Trollinger
*Rottman 1984 Family Trust

*Randall R. Fort
*David K. Henderson
*Joel M. Wigley
*William A. Bradshaw,
*John C. Maexy, Jr.
*Lucy Marie Brown
*Thomas M. Beall

TOTAL NON~CONSENT

8.219040%

8.730325%

1.695200%
3.539595%

3.539595%

3.539595%

3.719240%

.050850%

1’55‘ 22
ITI ?ﬁzz

33.033440%

/

/

/

{
|
!
|
!
|
T
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed
Verbally agreed to Farmout
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed
Verbally agreed to Partici-
pate, no AFE or JOA returned
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

BEFORE EXAMINER CATANACH
OIL CONSERVATION DIVISION

EXHIBIT NO. ///

CASE NO.

*These parties own some portion of Read & Stevens, Inc. interest,
who has agreed to participate; however, there is no written

documentation stating this.




TRIGG 28 FEDERAL COM #1 WELL

EDDY COUNTY,

NEW MEXICO

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS:

Read & Stevens, Inc. ~ 5. 3527
Exxon Company, U.S.A.

Depco, Inc.

Paul Slayton

James L. Alford, Jr.

Mark D. Wilson

Yates Employees 87, Ltd.

NON-CONSENTING PARTIES

Yates Petroleum Corporation

Bonneville Fuels

Amoco Production Company
Myco Industries, Inc.

ABO Petroleum Corporation

Yates Drilling Company

Davoil, Inc.

Featherstone Development Co.

*Westway Petrq
*Raymond R. Trollinger, Jr.
& Sharon S. Trollinger
*Rottman 1984 Family Trust
*Randall R. Fort
*David K. Henderson
*Joel M. Wigley
*William A. Bradshaw,
*John C. Maexy, Jr.
*Lucy Marie Brown
*Thomas M. Beall

TOTAL NON-CONSENT

8.219040%

8.730325%

1.695200%
3.539595%

3.539595%

3.539595%

3.719240%

.050850%

1’55‘ 322
III ?ﬁ;e

33.033440%

/

|
|
|

|
—

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Farmout
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, no AFE or JOA returned
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

BEFORE EXAMINER CATANACH
OIL CONSERVATION DIVISION

L

EXHIBIT NO.

CASE NOQ.

*These parties own some portion of Read & Stevens, Inc. interest,
who has agreed to participate; however, there is no written

documentation stating this.




TRIGG 28 FEDERAL COM #1 WELL

EDDY COUNTY,

NEW MEXICO

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS:

- 5 3522

Read & Stevens, Inc.

Exxon Company, U.S.A.
Depco, Inc.

Paul Slayton

James L. Alford, Jr.

Mark D. Wilson

Yates Employees 87, Ltd.

NON—-CONSENTING PARTIES

Yates Petroleum Corporation
Bonneville Fuels

Amoco Production Company
Myco Industries, Inc.

ABO Petroleum Corporation
Yates Drilling Company

Davoil, Inc.

Featherstone Development Co.

*Westway Petrq
*Raymond R. Trollinger, Jr.
& Sharon S. Trollinger
*Rottman 1984 Family Trust
, *Randall R. Fort
‘) *David K. Henderson
4 *Joel M. Wigley

5 5L
*William A. Bradshaw, III ?ﬁ;EﬁS

*John C. Maexy, Jr.
*Lucy Marie Brown
*Thomas M. Beall

TOTAL NON-CONSENT

8.219040%

8.730325%

1.695200%
3.539595%

3.539595%

3.539595%

3.719240%

.050850%

33.033440%

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Farmout
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, no AFE or JOA returned
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

BEFORE EXAMINER CATANACH
OlL CONSERVATION DIVISION

EXHIBIT NO. __//___

CASE NO.

*These parties own some portion of Read & Stevens, Inc. interest,
who has agreed to participate; however, there is no written

documentation stating this.




TRIGG 28 FEDERAL COM #1 WELL
EDDY COUNTY, NEW MEXICO

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS:

= 45 35172

Read & Stevens, Inc.
Exxon Company, U.S.A.
Depco, Inc.

Paul Slayton

James L. Alford, Jr.
Mark D. Wilson

Yates Employees 87, Ltd.

NON-CONSENTING PARTIES

Yates Petroleum Corporation

Bonneville Fuels

Amoco Production Company
Myco Industries, Inc.

ABO Petroleum Corporation

Yates Drilling Company

Davoil, Inc.

Featherstone Development Co.

*Westway Petrq

*Raymond R. Trollinger, Jr.
& Sharon S. Trollinger

*Rottman 1984 Family Trust

*Randall R. Fort

*David K. Henderson

*Joel M. Wigley

< 3522
*William A. Bradshaw, III ?ﬁ;eﬁs

*John C. Maexy, Jr.
*Lucy Marie Brown
*Thomas M. Beall

TOTAL NON-CONSENT

*These parties own some portion of Read & Stevens, Inc.

8.219040%

8.730325%

1.695200%
3.539595%

3.539595%

3.539595%

3.719240%

.050850%

33.033440%

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Farmout
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

Verbally agreed to Partici-
pate, no AFE or JOA returned
Verbally agreed to Partici-
pate, AFE returned, no JOA
executed

BEFORE EXAMINER CATANACH
Ol CONSERVATION DIVISION

EXHIBIT NO. ///

CASE NQ.

interest,

who has agreed to participate; however, there is no written

documentation stating this.
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TRIGG 28 FEDERAL COM #1 WELL
EDDY COUNTY, NEW MEXICO
WORKING INTEREST OWNERS ELECTION

OWNER INTEREST ELECTION
Pacific Enterprises 0il 50.00000% Executed JOA & AFE in hand
Company (USA)
Yates Petroleum Corporation 8.21904% Verbally agreed to Partici-

pate & have executed AFE.
No signed JOA in hand.
Bonneville Fuels 8.730325% Verbally agreed to Partici-
o . pate & have executed AFE.
No signed JOA in hand.
Great Western Drilling 6.750410% Verbally agreed to Partici-
pate & have executed AFE.
No signed JOA in hand.

Read-&-Stevens, Ine. 5.352200% *See below*

James L. Alford, Jr. 1.695200% Executed JOA & AFE in hand.
J. Hiram Moore, Betty Jane .254300% Verbally agreed to Partici-
Moore, Michael Harrison pate & have executed AFE.

Moore, Trustees No signed JOA in hand.
Featherstone Development .050850% Verbally agreed to Partici-
o - pate & have executed AFE.
No signed JOA in hand.
Myco Industrles Inc. 3.539595% Verbally agreed to Partici-
ST T e g pate & have executed AFE.
No signed JOA in hand.
Abo Petroleum Corporatlon 3.539595% Verbally agreed to Partici-
T m——— pate & have executed AFE.
No signed JOA in hand.
Yates Drllllng Company 3.539595% Verbally agreed to Partici-

S e e NS . sy o

pate & have executed AFE.
No signed JOA in hand.

Davoil, Inc. 3.719240% Verbally agreed to Partici-

— . pate. No AFE or JOA in hand

Mark D. Wilson 2.355050% Executed JOA & AFE in hand.

DEKAILB, Inc. .559400% Agreed to Farmout. No
formal Agreement.

Amoco_Production Company 1.695200% Verbally agreed to Farmout.

TS -

*Read & Stevens, Inc. has signed an AFE and JOA for the well. They have
verbally indicated that they are representing the parties listed below whom
own some portion of Read & Stevens, Inc. interest in the unit, however,
there is no written agreement from these parties stating this. The parties
Read & Stevens, Inc. is representing are as follows:

}‘pkjh /Westway Petro / Rottman 1984 Family Trust
s / Raymond R. Trollinger, Jr. -~ Randall R. Fort
/§Zuy7 > & Sharon S. Trollinger {'David H. Henderson
et T ﬁ Joel M. Wigley ; William A. Bradshaw, III
S | John C. Maxey, Jr. ; Lucy Marie Brown
. _Thomas M. Beall v




TRIGG 28 FEDERAL COM #1 WELL
EDDY COUNTY, NEW MEXICO

LAND SUMMARY

Location: 2030’ FNL & 1980’ FWL, Section 28, Township 18 South,
Range 27 East, Eddy County, New Mexico.

Depth: 10,000’ Morrow test
Proration Unit: W/2 of said Section 28
Ownership:

TRACT A: NORTHWEST QUARTER (NW/4) SECTION 28, T-18-8, R-27-E

OWNER INTEREST IN LEASE

Pacific Enterprises
0il Company (USA) 100.00%

TRACT B: EAST HALF OF THE SOUTHWEST QUARTER (E/2SW/4) FOR ALL
DEPTHS FROM THE BASE OF THE SAN ANDRES FROMATION TO
THE TOP OF THE MISSISSIPPIAN CHESTER LIMESTONE

FORMATION
OWNER INTEREST IN LEASE
Bonneville Fuels Corp. 50.00%
Yates Petroleum Corporation 12.50%
Yates Drilling Company 12.50%
Myco Industries, Inc. 12.50%
ABO Petroleum Corporation 12.50%

100.00%

TRACT C: WEST HALF OF THE SOUTHWEST QUARTER (W/2S5W/4) FOR ALL
DEPTHS FROM THE BASE OF THE SAN ANDRES FROMATION TO
THE TOP OF THE MISSISSIPPIAN CHESTER LIMESTONE

FORMATION
OWNER INTEREST IN LEASE
Bonneville Fuels Corp. 12.500%
Yates Petroleum Corporation 28.125%
Yates Drilling Company 3.125%
Myco Industries, Inc. 3.125%
ABO Petroleum Corporation 3.125%
Read & Stevens, Inc. 29.000%
Westway Petro 21.000%

NOTE: Tracts B and C are part of the Rio Pecos Unit. By virture
of the Operating Agreement, the operating rights are owned
as follows:




OWNER

Bonneville Fuels Corporation
Great Western Drilling Co.
Read & Stevens, Inc., etal
Amoco Production Company
James L. Alford, Jr.
Mark D. Wilson
DEKALB Corporation
J. Hirman Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees
Featherstone Development Co.
Yates Petroleum Corporation
Yates Drilling Company
Myco Industries, Inc.
ABO Petroleum Corporation
Davoil, Inc.

TOTAL

INTEREST 1IN
RIO PECOS UNIT

17.460650%
13.500820%
10.704400%
3.390400%
3.904000%
4.710100%
1.118800%

.508600%
.101700%
16.438080%
7.079190%
7.079190%
7.079190%
7.438480%

100.000000%
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‘t . . State of New Mexico ( -+
Approgriste F X
gi:‘%p: ] Energy, Minerals and Natural Resources Department ngz-xs
Foo Lease -3
DISTRICT] OIL CONSERVATION DIVISION
FO. Box 1380, Flobbe, RM 832 Santa Fe 15 '0'130 x'208;7504-2088
, New Mexico
P.O. Drawer DD, Artesia, NM 88210
DISTRICT Il WELL LOCATION AND ACREAGE DEDICATION PLAT
1000 Rio Brazos Rd., Aztec, NM §7410 All Distances must be from the outer boundaries of the section
P,’,ag, Lease Wl RG.
PACIFIC ENTERPRISES OIL CO. USA Trigg 28 Federal 1
Unit Letter Section Towaship County
F 28 18 South 27 East Eddy
NMPM
Actual Foolage Location of Well:
Ground level Elev. Producing Formstion Pool Dedicatod Acreage:
3419.9 Acres

128030

1. Outline the acreage dedicated 10 the subject well by colored pencil or hachure marks on the plat below.

2. If more than one jease is dedicated 10 % well, outline esch and identify the owaership thereof (both as 10 working interest and royalty).

3. If more than ooe lease of differcat ownership is dedicated o the well, have the interest of all owners been coasolidated by commumitization,

unitization, force-pooling, etc.?

Yes

[:] No If answer is "yes™ type of consolidation
If answer iz "no” list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if necoessary.

No allowable will be assigned to the well until all interests have beea coasolidated (by communitization, unitizatios, forced-pooling, or otherwisc)

or until a noo-standard unit, eliminating such interest, has boea approved by the Divisioa.

: 3422.2;1:1‘3424.7
1980 O G733~

34174t ——i34195

-
.

—-—————-—dr——-—

OPERATOR CERTIFICATION

I hereby certify that the information
contained herein in true and complats to the
best of my knowdadge and belief.

Signatre

Printed Name

Posit

Company

Date

SURVEYOR CERTIFICATION

I hereby certify that the well location shown

on this plat was plotied from field notes of]

actual swrveys made by me or wnder my

supervison, and that (ke same is true and
the

correct 1o best of my kmowledge and
belief.
Deate Surveyed

February 20, 1990
Signature & Seal of
Professional Surveyor

JOHN W WEST,
RONALD U EIOSON, 3239
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PACIFIC ENTERPRISES Ow. COMPANY (USA)

10: Regeina Hall FROM:
Dallas

SUBJECT:

{
OFFICE CORRESPONDENCE

M. Craig Clark pate: 3-29-90
Midland JL@C/

Red Lake Prospect

Trigg 28 Federal Com #1
W/2 Section 28, T18S, R27E
Eddy County, New Mexico

Pursuant to my telephone conversation with Brad Lane this
morning, the Southwest Division anticipates spudding the above
referenced well April 15, 1990. I have attached a copy of the
interest owners in the well along with their respective
interest as well as a cost estimate for said well.

Please prepare an advance billing for the dry hole costs
of the subject well and forward to the Joint Interest Owners as
soon as possible. Should you have any questions or problens,

please do not hesitate to contact me.

MCC/dsr

4

4
Attachment
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PACIFIC ENTERPRISES OIL COMPANY (USA)

February 1, 1990 SOUTHWEST REGION
200 N. Loraine, #400
To: WORKING INTEREST OWNERS P.0. Box 3083

Midland TX 79702-3083
(915) 684-3861

g] 5) 684-6426 (Fax)
RE: Red lake Prospect #6097

TRIGG 28 Federal #1
West Half of Section 28
T-18-S, R-27-E

Eddy County, New Mexico

Address List Attached

Gentlemen:

Pacific Enterprises 0il Company (USA) has acquired a farmout
covering the NW/4 of the referenced Section 28 and hereby proposes
the drilling of an 10,000 foot Morrow well to be located
approximately 1980/ FNL and 1980’ FWL of said Section 28, T-18-S,
R-27-E, Eddy County, New Mexico. The drilling and spacing unit for
said well will be the West half of said Section 28. The drilling
and testing costs for the well are estimated to be $349,000 with
total completed costs being $605,000.

If you elect to participate in the drilling of the proposed
well, please so indicate by signing both of the enclosed Authority
For Expenditures and returning one (1) original to the attention of
the undersigned. Upon receipt of your executed Authority For
Expenditure, an Operating Agreement governing operations of the
well will be submitted for your review.

In the event you do not wish to participate in the drilling of
said well, Pacific requests a farmout of your acreage in the
proposed drilling unit delivering a 75% net revenue interest before
payout with the option to convert your overriding royalty interest
to a 25% working interest after payout. If you elect to farmout
your interest, a formal Farmout Agreement will be submitted for
your review.

Pacific is interested in spudding this well as soon as
possible and therefore requests your voluntary cooperation in
accomplisling same to avoid a Compulsory Pooling Hearing.

Should you have any questions or problems, please do not
hesitate to contact me.

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

i:%¢77(:;2aé~Cjzgi¢x%?
M. Craié;21ark
Landman




WORKING INTEREST OWNERS
ADDRESS LIST

Yates Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Ms. Kathy Porter

Great Western Drilling Company
P.O. Box 1658

Midland, TX 79702

Attn: Mr. Mike Heathington

Exxon Company, U.S.A.
P.0O. Box 1600

Midland, TX 70702

Attn: Mr. Joe B. Thomas

Anna R. Alford
P.O. Box 489
McComb, MS 39648

J. Hiram Moore, Betty Jane
Moore, Michael Harrison Moore,
Trustees

P.0O. Box 1733

Midland, TX 79702

Attn: Mr. Richard Moore

Myco Industries, Inc.
105 S. 4th St.

Artesia, NM 88210
Attn: Ms. Kathy Porter
Yates Drilling Company
105 S. 4th St.

Artesia, NM 88210
Attn: Ms. Kathy Porter

Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, TX 79701

Bonneville Fuels

1600 Broadway, Suite 1110
Denver, CO 80202

Attn: Mr. Larry Lillo

Read & Stevens, Inc.
P.O. Box 1518
Roswell, NM 88201
Attn: Mr. Joe Wigley

Amoco Production Company
P.O. Box 3092

Houston, TX 77253

Attn: Mr. Houston Kauffman

Depco, Inc.

1625 Broadway

Denver, CO 80202
Attn: Mr. Keith Ranum

Paul Slayton
P.O. Box 2035
Roswell, NM 88202

ABO Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Ms. Kathy Porter

Daveoil, Inc.

P.O. Box 122269

Fort Worth, TX 76121-2269
Attn: Ms. Debbie Singleton




PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION
200 N. Loraine, #400

P.O. Box 3083

Midtand TX 79702-3083

(915) 684-3861
AUTHORITY FOR EXPENDITURE (915) 684-6426 (Fax)
DIVISION: Permian Basin Exploration Team DATE: 2-1-90
DEPARTMENT: Exploration and Development Midland, Texas

WELL NAME: TRIGG 28 Federal #1

LOCATION: 1980’ FNL and 1980’ FWL of Section 28, T-18-S, R-27-E
Eddy County, New Mexico

— s —— s —— ——— —— —————— ————— —— ——— —— A —— —— —— —— — —— — ——— ————T——— S ——— — —— — ———

Drill and Test Cost $349,000.00
Completion $256,000.00

TOTAL $605,000.00
JUSTIFICATON:

Proposed 10,000/ well to test the Morrow Formation.
See attached detailed Drilling and Completion Cost Estimate.

PARTICIPANTS WORKING coSsT GROSS AFE AMOUNT
INTEREST $605,000

Pacific Enterprises 50.00000% $302,500

0il Company (USA)

Yates Petroleum Corp. 6.181390% $ 37,397

Bonneville Fuels 8.730325% $ 52,818

Great Western Drilling 6.750410% $ 40,840

Co.

Read & Stevens, Inc. 5.352200% $ 32,381

Exxon Company, USA 2.037650% $ 12,328

Amoco Production Co. 1.695200% $ 10,256

Anna R. Alford 1.695200% $ 10,256




Working Interest Owners
February 1, 1990
Page 2

PARTICIPANTS

Depco, Inc.

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees
Paul Slayton

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company

Davoil Inc.

Mark D. Wilson

APPROVED

WORKING
INTEREST

0.559400%

0.254300%
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%

2.355050%

100.0000%

DISAPPROVED

cosT

$ 3,384

1,539
307

21,415

$

$

$

$ 21,415
$ 21,415
$ 22,501
$ 14,248
$

605, 000

REPRESENTATIVE

COMPANY

DATE
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1/February/1990
PACIFIC ENTERPRISES OIL CO. (USA}
ORILLING & COMPLETION DETAILED COST ESTIMATE
Prospaect: Red Lake Fiald Red Lake Morrow
Hall Location W/2 Section 2_8 Legal Description T-18-S, R-27-€
County Eddy State NM Proposed Depth 10,000

Objective Formation Morrow AFE No. Terra H.I.

CATEGORY NO. ODRILL & TEST NO. COMPLETION TOTAL
Survey ~ Stake Location 1 700 2O Q 700
Parmits & Hearings 2 800 83 0 800
Building Road, bridges, canals X 5,000 84 )] 5,000
Building Location & Pits 4 10,000 85 2,000 12,000
Insurance (for Terra only) s 3,100 86 0o 3,100
Move in - Rig up - Rig down - Move out 6 0 87 o 0
Rat Hole 7 0 30K 0 0
Footage Contract 10,000' 3 $16.5/ft 8 155,000 3K o 155,000
Day work contract 4/2 days 3 $£3,900/day 9 15,600 88 7,800 23,400
Turrkey Agreement 10 0 90 ¢ 0
Rig for Completion $1400/day x 8 days HHK o 101 11,200 11,200
Orill Bits 12 [¢) 102 500 500
Rental Equipment 13 5,000 103 3,500 8,500
Fishing Tools & Service 14 0 104 0 0
Company Labor 15 0 107 1,400 1,400
Auto & Travel 16 Q 108 400 400
Contract Labor 17 10,400 113 12,000 22,400
Trucking, Hauling, Service Equipment 18 3,000 114 x,500 6,500
Power & Fuel 19 o 116 [¢] 0
Hater 20 8,500 116 1,500 10,000
Mud & Chemicals 21 15,000 117 2,000 17,000
Drill Pipe, Casing, Rod Inspaction 22 2,000 125 3,000 5,000
Formation Testing (incl 2 0ST) 23 12,000 1e%e%s 0 12,000
Coring __ ft of core 2 § /ft 24 0 ¢ 0 0
Mud Logging 25 8,200 KK 0 8,200
Logs 26 16,000 126 4,000 20,000
Temperature Survey 27 V] 148 0 o
Bottom Hole Pressure Test 28 [4] 149 3,500 3,500
Directional Serv‘ices 29 Q 152 o o
Engineering, Geol:ogical, Geophysical 30 v} 153 Q 0
Cmtg, Conductor or Surf Csg fincl Float equip) 31 4,000 2K 0 4,000
Cmtg, Interm or Prod Csg (incl Float equip) 32 9,000 154 14,000 23,000
Squeezea Jobs 33 0 155 0 0
Perf or Shooting 34 (1} 156 3,500 3,500
Frac HHK 0 157 4,000 4,000
Swabbing 36 0 158 4] 1]
Plugging, if dry 37 8,000 159 0 8,000
Damage Claims i8 o 165 o o
Cleaning Location 39 3,500 166 0 1,500
District Expense 40 7,500 172 2,000 9,500
Communications a1 200 177 200 400
Environmental & Safety Equipment 42 0 178 0 a
Misc Material & Service (Contingency) 43 10,500 179 5,000 15,500
TOTAL INTANGIBLES 313,000 85,000 398,000
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1/February/1990
PACIFIC ENTERPRISES OIL CO. (USA)
ORILLING & COMPLETION DETAILED COST ESTIMATE
CATEGORY NO. ORILL & VEST NO. COMPLETION
JOTAL - —_—
Surface Casing
360° of 13-3/8*" 0D H-40 488%/ft.,
8rd, ST2C 2 20.35/f+t. 50 7,200 R 4] 7,200
Intermediate Casing
2000' of 8-5/8" 00, 328/ft., 8rd
STEC 2 $11.83/1¢t. 51 23,700 HHX [s] 23,700
Production Casing
10,000 5-1/2* 0D, 17%/ft, N-80 2 $8.25/ft. 3OCK o) 52 82,500 82,500
Linar
__ftof _“o00, _a/ftas  /ft e 0 53 0 0
Tubing
9,500 of 2-3/8" 0D, N-80, 4.7%8/ft,
8rd, EUE 2 $3.08/ft OK 1] 54 30,000 30,000
Xmas Tree & Tubing Head Components 55 3,500 182 12,000 15,500
Pumping Unit or Prime Hover 20K 0 56 0 (]
Production Platform - Mat. & Labor XRX 0 58 0 (¢}
Rods HHX 0 59 0 o
Subsurface Pump XX 0 60 0 0
Tarks reTeNd 0 61 6,000 6,000
Circulating Pump Te%e% 0 63 0 0
Dehydrator XX 0 64 0 0
Heater Treater or Gunbarrel (Stakpac) KX i} 65 12,000 12,000
Separator/FRKO HHX 0 66 0 0
fFlowline & Cornection 500°' ft of 2" 0D fG
Linepipe 2 $2/ft preveYe 0 68 1,000 1,000
Hater, Meter Run & Connections XXX 0 70 5,000 5,000
Buildings KKK 0 71 4] 0
Packer prevers 0 72 8,000 8,000
Miscellaneous Equipment (fittings, etc.) 73 1,600 185 4,500 6,100
TOTAL TANGIBLES 36,000 161,000 197,000
Installation of Tubing XXX 0 54 0 o]
Installation of Pumping Unit & Prime Mover pevens 0 56 o 4]
Installation of Tanks MK ] 61 1,000 1,000
Installation of Dehydrator XX 0 64 0 0
Installation of Heater Treater or Gun Barrel XXX 0 65 2,000 2,000
Installaion of S‘épara(or/FNKO prevess 0 66 0 0
Installation of Flowline XXK ] 68 2,000 2,000
Installation of Miscellaneous Equipment 73 0 185 5,000 $,000
TOTAL INTANGIBLE INSTALLATION COSTS Q 10,000 10,000
Est. 5280°' gas sales line 548,0001 313,000 85,000 398,000
36,000 161,000 197,000
Q 10,000 10,000
TOTAL KWELL COST COMPLETED 349,000 256,000 605,000

{
—
Prepared by: <% %‘/W}

Approved by: _5_ 5__2

Oate 2 - /__':'*?ﬁ
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" RIO PECOS CORPORATION
110 WEST LOUISIANA, SUITE 210
MIDLAND, TEXAS 78701
(915) 6870127
AAND- -GEOLOGY-
ROGER 7. ELLIOTT MARK D. WILSON

February 6, 1990 TODD M. WILSON
HEATHER WILSON ECHOLS

TO:  WORKING INTEREST OWNERS (Addressee List Attached)

3 : S
RE: Red Lake Prospect #€097 mﬂ;@@ﬁ\‘/g@
Trigg 28 Federal #1 - _
W/2 of Section 28, T-18-S, R-27-E, FE3 0 > 1990
Eddy County, New Mexico '

EXPL. & DEVEL,
Gentlemen:

As you are aware, Mark D. Wilson originally formed the Rio Pecos Working
Interest Unit which is subject to the Model Form Operating Agreement-1956 dated
April 26, 1976. The operator for the Rio Pecos W. I. U. is Yates Petroleum Corpo-
ration.

Pacific Enterprises 0il Company (USAf has approached Mark Wilson regarding
their desire to cause a Morrow test to be drilled in the SE/4 NW/4 of Section 28,
with the W/2 of Section 28 designated as the proration unit dedicated to Pennsyl-
vanian gas production. This proration unit would include one-half unit acreage
and one-half non-unit acreage. Pacific prefers to enter into a new operating
agreement (1982) covering the W/2 of Section 28, which would supersede our April
26, 1976, agreement covering the SW/4 of Section 28 only. We concur with this
request.

Mark D. Wilson has been in touch with Yates Petroleum Corporation and its
affiliates reqarding Pacific's proposal, and the Yates group has agreed to parti-
cipate with their 16.800175% working interest and allow Pacific to operate the
proposed W/2 proration unit. Mark Wilson is participating with his 2.35505%
working interest.

We recommend all the parties subject to the Rio Pecos Working Interest Unit
agree to either participate or farmout subject to the terms of the Pacific letter
dated February 1, 1990. Pacific would like to drill this well as soon as possible,
so your prompt attention to this proposal will be greatl]y appreciated.

Thank you for your cooperation.

ery truly S "
S
r'T ot
Lapiiman

RTE/sh
Attachment




ADDRESSEE LIST
RED LAKE PROSPECT

EDDY COUNTY, NEW MEXICO

Yates Petroleum Corporation
Myco Industries, Inc.
Abo Petroleum Corporation
Yates Drilling Company
105 South 4th Street
Artesia, NM 88210

Attn: Mrs. Kathy Porter

Read and Stevens, Inc.
P. 0. Box 1518
Reswell, NM 88202
Attn: Mr. Joel M. Wigley

Amoco Production Company
P. 0. Box 3092
Houston, TX 77253
Attn: Mr. Houston Kauffman

DeKalb Energy Company
110-16th Street, Suite 1000
Denver, CO 80202

Attn: Mr. Xeith C. Ranum

Mr. Paul Slayton
Featherstone Development Corp.
P. 0. Box 2035
Roswell, NM 88202
Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, TX 79701

Attn: Mr. Roger T. Elliott

Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, CO ‘80202

Attn: Mr. L. D. Lillo

Great Western Drilling Company

P. 0. Box 1659

Midland, TX
Attn: Mr.

79702
P. L. Shanahan

Exxon Company, U.S.A.

P. 0. Box 1600

Midland, TX 79702-1600
Attn: Mr. Joe B. Thomas

Anna R. Alford

P. 0. Box 489

McComb, Mississippi 39648

J. Hiram Moore, Betty Jane Moore,
Michael H. Moore, Trustees

404 Blanks Building

Midland, TX 79701

Davoil, Inc.

Suite 509

Ridglea Bank Building

Fort Worth, TX 76116
Attn: Mr. Jerry Brannon

Pacific Enterprises 01l
Company (USA)

P. 0. Box 3083

Midland, TX 79702
Attn: Mr. John Lodge




PACIFIC ENTERPRISES OIL COMPANY (USA)

1990 SOUTHWEST REGION

February 26,
200 N. Loraine, #400

To: WORKING INTEREST OWNERS a%;zingQGWB
Address List Attached (@15) 684 3861
(315) 684 6426 (Fax)

RE: Red lLake Prospect #6097
TRIGG 28 Federal #1
West Half of Section 28
T-18-S, R-27-E
Eddy County, New Mexico

Gentlemen:

Pacific Enterprises 0il Company (USA) has acquired a farmout
covering the NW/4 of the referenced Section 28 and hereby proposes
the drilling of an 10,000 foot Morrow well to be located
approximately 2030/ FNL and 1980’ FWL of said Section 28, T-18-S,
R-27-E, Eddy County, New Mexico. The drilling and spacing unit for
said well will be the West half of said Section 28. The drilling
and testing costs for the well are estimated to be $349,000 with
total completed costs being $605,000.

. If you elect to participate in the drilling of the proposed
well, please so indicate by signing both of the enclosed Authority
For Expenditures and returning one (1) original to the attention of
the undersigned. Upon receipt of your executed Authority For
Expenditure, an Operating Agreement governing operations of the
well will be submitted for yocur review.

In the event you do not wish to participate in the drilling of
said well, Pacific requests a farmout of your acreage 1in the
proposed drilling unit delivering a 75% net revenue interest before
payout with the option to convert your overriding royalty interest
to a 25% working interest after payout. If you elect to farmout
your interest, a formal Farmout Agreement will be submitted for

your review.

Pacific is interested 1in spudding this well as soon as
possible anhd therefore requests your voluntary cooperation in
accomplishing same to avoid a Compulsory Pooling Hearing.

Should you have any questions or problems, please do not
hesitate to contact me.

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY SA)

/ f( / /
(P e (

M. Craig Clgrk
Landman

MCC/dsr




WORKING INTEREST OWNERS

Featherstone Development Company

1717 West Second Street
Roswell, NM 88201
ATTN: Mr. Joe Featherstone

Yates Employees 87 Ltd.
105 South Fourth Street
Artesia, NM 88210

Rottman 1984 Family Trust
12100 Wilshire Blvd.
Los Angeles, CA 90025

James L. Alford, Jr.
Post Office Box 489
McComb, MS 39648

David K. Henderson

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Marion Riley

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

John C. Makey, Jr.

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

ADDRESS LIST

Westway Petro,

a Texas Joint Venture
500 North Akard Street
LB #70

Dallas, TX 75201

Raymond R. Trollinger, Jr.
and Sharon S. Trollinger
2915 LBJ Freeway, Suite 161
Dallas, TX 75234

Thomas M. Beall
Post Office Box 3098
Midland, TX 79702

Randall R. Fort

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Joel M. Wigley

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

William A. Bradshaw, III
c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Lucy Marie Brown

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201
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1/Ccbhruary/1990
PACIFIC ENTERMRISES OIL CO. (USA)
ORILLING & COMPLETION OETAILEDO COST ESTIHATE
Prospect: Red Lake fiald Raed Lake Horrow
Hall Location Ws2 Section 28 tegal Dascription T-16-S, R-27-C
Connly Eé_(_iy S{ate [ Proposad Deplh 10,000°
Ob jacliva formation Horcouw A No. Taceca H_ T
:

CATE(GORY ~NO . paILL & YEST ~O COMPLCTION 10T AL

Survey - Slake tocatlion 1 700 0% o 702
Parmils & Hearings 2 800 a3 o 800
8uilding Road, bridges, canals x 5,000 84 Q 5,000
Building Location £ Pits <4 10,000 (.39 2,000 12,000
Insurance (for Tecra only) ) 3,100 86 [ 3.100
tHove in ~ Rig wp - Rig down - Hove out 3 q 87 4] 0
Rat Hole 7 o 0K o o
Footlage Contract 10,000 3 $15.5/11 8 155,000 OO Q 155,000
Day work contract 4/2 days 3 $3,900/day 9 15,600 o8 7,800 23,400
Turrkoy Agreament 10 g 90 [¢] [}
Rig for Completion $1400/day x 8 days r3v3%s [+] 101 11,200 11,200
0rill Bids 12 Q 102 00 S$Q0
Renial Cquipmont 13 5,000 103 3,500 8,500
fishing Tools & Scevice 14 [0} 104 o] [}
Conmpany Labor 1S o 107 1,400 1.400
Luto & Teraval 16 a 108 “00 <00
Contract Labocr 17 10,400 113 12,000 22,400
Trucking, Hauling, Sarvice Equipmont 18 3,000 114 3,500 6,500
Power & fucl 19 o 118 o o
Hater 20 8,500 116 1,500 10,000
thod & Chiemicals 21 15,006 117 2.000 17,000
Drill fipe, Casing, Rod Inspaction 27 2,000 125 3,000 S.uoc
formation Testiag (incl 2 0ST1 brd 12,000 2xx 0 17.000
Coring __ ftof corn D ¢ VAR 24 ] KO Q o]
tHud Logging 25 78,200 HHK Q 8,200
Logs 26 14,000 12¢ <,000 20,000
Termparalure Survey 27 Lo} 148 o] a
Bol{lom fole f'rc;s“grc Test 70 4] 149 1.500 3,500
Directional Seevices ?9 4] 192 qa [¢]
(Hgivwcrinq, Geological, Geoplwsical rQ Q 143 ] Q
Comig. Corvhsctlor or Sucl Csq tincl (loatl eqiip 31 “,000 . a «.000
Colg. Jatecm or Pood Cag (inc-l floal equip! 37 9.000 16% 14,000 21,000
Sapmrera Jobe T g 167 a 0
Pect or Shootiog 34 0 19¢ 3,500 1.¢00
(cac e O 147 4 .000 <.000
Tesabiliacn, e O 140 0 a
Cliggquiag, 3t doy vy “H,000 149 [§] £.00¢
Oamaqpe Cligme, iy QO b, O q
Cleaniowg Location 349 3,500 14 0 $.500
Cistleget ¢ Mpreas e [%3) 7.%00 1722 2,000 ©,400
Commarications “«) 700 V22 200 <00
Civvicimemental & Gafety Fapaipment “p O 10 a O
Hine tlalocial & Gervice ECamtaogev y i “ 10,%00 | PN 4,000 19.%00
313,000 a%,000 3%8.000

TOTAL JuteazInLeS




1/febeuary/1990

PACIFIC ENTERPRISES OIL CO.

ORILLING & COMPLETION DETAILED COST ESTIMATE

CATEGORY NO. DORILL & VEST NO. COHPLETION
TOTAC -
Surfacae Casing
350° of 13-3/0" 00 -40 4«88/fL._,
8ed, STRC D 20.35/(4. S0 7.200 RO Q 7.700
Intarmodiato Casing
2000° of 8-S/0" 00, 328/1(., 8¢d
STLIC D $11.83/1¢. 51 23,700 KM [ 23,700
Produclion Casing R
10,000 $-1/2" 00, 178/(¢, N-80 D $8.25/(1. HHX o 2 62,500 82,500
Linar
__(tof _~ 00, _&/ft3%__ /ft 3 o s3 0 0
Tubing
9,500° of 2-3/8" 00, N-80, 4.78/f¢t,
8rd, EUE 2 $3.08/ft 20K Q 54 30,000 30,000
Xmas Tree & Tubing Head Components 55 3,500 182 12,000 15,500
Pumping Unit or Prima Hover KKK 0 S6 (4] [¢]
Production Platform - Hat. & Labocr XHK o s8 0 Q
Rods HHK V] 59 o Q
Subsurface Pump MK 0 60 [ 4]
Tarks 3OCK Q 61 6,000 6,000
Circulating Pump R Q 63 o 0
Dehydrator brevers 0 64 0 4]
Heater Yreater or Gubarrel (Stakpac) WHK Q 6S 12,000 12,000
Saparator/FHKO pYese Q 66 o] 0
Flowline & Comnection 500° {t of 2" Q0 fG
Linepipe D $2/1¢ 2O 0 68 1,000 1,000
Hoter, Hater Run & Connections HHK o 70 5,000 S,000
Buildings HRX Q 71 4] 0
Packer KKK Q 72 8,000 8,000
Hiscellancous Equipment (Titlings, etc.} 73 1.600 185 4,500 6,109
TOTAL TAMGIBLES 36,0060 161,000 197,000
Installation of Tubing HHK 0 5% 0 0
Instlallation of Pumping Unil & Prime tiover Provess a 56 ¢ Q
Installation of Tanks 2R [¢] 61 1,000 1.000
Inst{allation of Ochydeator e (¢} 64 ¢ a
Installation of Heater Treater or Gun Barcel XM X Q 6% 2,000 2.000
Installaion of Scpacator/FH¥0 MK Q 66 4] Q
Iastallation of flowline MK a 8 2,000 2,000
Tnstallation of Hiscellancous (quipment 73 4] 185 5,000 <.000
TOTAL _INTANGIBLE INSTALLATION COSTS I ; 10,000 10.000
Csl. 5280 gas salos line $4B,0001 113,000 ne,, 000 3WE L, 000
146,000 161,000 17,0009
4] 10,000 10,000
TOTAL WOLL COST COMOLCTI(D 349,000 246,000 QL 000
j
Propacod by: (l % /"‘/ v Oate A 7 /- (///"

Appeoved Gy _
FEATHERSTONE DEVCLUP?(NT COMPANY

Approved:
Name:

Titlc:s

- 7o
Vatle //l/ e

Date:
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February 21, 1990

M. Craig Clark

Mail Address: P.0O. Box 122269 « Fort Worth, Texas 76121-2263 « Tel: 817-737-6678

RIECESYIED
FEB 231990

EXPL. & DEVEL,

Pacific Enterprises 0il Company (USA)

P. O. Box 3083
Midland, Texas 79702-3083

RE:

Red Lake prospect #6097

TRIGG 28 Federal #1 Well

w/2,
Eddy County,

Dear Mr. Clark:

In response to your letter and
to the referenced property, we
decision to participate in the

Federal #1 Well, but only upon

28, T-18S, R-27E
New Mexico

Sec.

AFE dated February 1, 1990,
wish to express our
drilling of the TRIGG 28

receipt of a mutually

agreeable operating agreement covering same property.

Once this operating agreement is approved,

executed

copies of agreement and AFE will be returned to you.

Yours truly,

ey,

THOMAS A. KNAPIK
President

TAK:dls

Office: Suite 1208 Ridglea Bank Bidg., Fort Worth, Texas 76116-5738, Telex 820213.




( (
PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION

March 15, 1990 200 N. Loraine, #400
P.0. Box 3083

Midland TX 79702-3083
(915) 684-3861
(915) 684-6426 (Fax)

Mr. Mike Burch

Yates Petroleum Company

105 South Fourth

Artesia, New Mexico 88210

RE: Red Lake Prospect #6097

—— " A  — —— — —————————————_— . a——

Trigg 28 Federal Com #1 Well
Eddy County, New Mexico

Dear Mr. Burch:

Pursuant to our telephone conversation of this date, enclosed
please find a revised Authority For Expenditure indicating Yates
Petroleum Corporation, etal’s correct interest.

Also, as discussed, please advise 1if you would be interested
in purchasing the interest of Dekalb in the subject well.

Should you have any questions, please let me know.
Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

e

M. Craig Clark
Landman

s

MCC/dsr

Enclosure
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PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION
200 N. Loraine, #400

P.O. Box 3083

Midland TX 79702-3083

{915) 684-3861
AUTHORITY FOR EXPENDITURE (915) 684-6426 (Fax)
DIVISION: Permian Basin Exploration Team DATE: 3-15-90
DEPARTMENT: Exploration and Development Midland, Texas

WELL NAME: TRIGG 28 Federal #1

LOCATION: 1980‘ FNL and 1980’ FWL of Section 28, T-18-S, R-27-E
Eddy County, New Mexico

Drill and Test Cost $349,000.00
Completion $256,000.00

TOTAL $605,000.00
JUSTIFICATON:

Proposed 10,000’ well to test the Morrow Formation.
See attached detailed Drilling and Completion Cost Estimate.

PARTICIPANTS WORKING COoSsT GROSS AFE AMOUNT
INTEREST $605,000

Pacific Enterprises 50.00000% $302,500

Oil Company (USA)

Yates Petroleum Corp. 9.744720% $ 58,956

Bonneville Fuels 8.730325% $ 52,818

Great Western Drilling 6.750410% $ 40,840

Co.

Read & Stevens, Inc. 5.352200% $ 32,381

James L. Alford, Jr. 1.695200% $ 10,256

Dekalb, Inc. 0.559400% $ 3,384

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees 0.254300% $ 1,539




PARTICIPANTS
Featherstone Development
Corporation

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company
Davoil Inc.

Mark D. Wilson

Yates Employees 87 Ltd.

WORKING
INTEREST
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%
2.355050%
0.169520%

100.0000%

APPROVED DISAPPROVED _

REPRESENTATIVE

YATES PETROLEUM CORPORATION

COMPANY

DATE

APPROVED DISAPPROVED .

REPRESENTATIVE

ABO PETROLEUM CORPORATION

COMPANY ‘.

DATE

APPROVED DISAPPROVED N

REPRESENTATIVE

YATES EMPLOYEES ‘87 LTD.

COMPANY

DATE

COST

$605,000

APPROVED DISAPPROVED

REPRESENTATIVE

MYCO INDUSTRIES, INC.

COMPANY

DATE

APPROVED DISAPPROVED

REPRESENTATIVE

YATES DRILLING COMPANY

COMPANY

DATE




1/February/1990

PACIFIC ENTERPRISES OIL CO.

(

(USA)

ORILLING & COMPLETION DETAILED COST ESTIMATE

Prospect: Red Lake

Field Red Lake Morrow

Well Location W/2 Section 28 Legal Description T-18-S, R-27-E

County Eddy

Objective Formation Morrow

CATEGORY

Survey - Stake Location

Parmits & Hearings

Building Road, bridges, canals
Building Location & Pits

Insurance (for Terra only)

Move in - Rig up - Rig down - Move out
Rat Hole

Footage Contract 10,000 2 $15.5/ft
Day work contract 4/2 days @ $3,900/day
Turnkey Agreement

Rig for Completion $1400/day x 8 days
Drill Bits

Rental Equipment

Fishing Tools & Service

Company Labor

Auto 2 Travel

Contract Labor

Trucking, Hauling, Service Equipment
Power & Fuel

Hater

tud & Chemicals

Orill Pipe, Casing, Rod Inspection
Formation Testing (incl 2 DST)
Coring  ft of core 2 ¢ /ft
Mud Logging

Logs

Temporature Survey

Bottom Hole Pressure Test
Directional Services

Engineering, Geological, Geophysical

State MM Proposed Depth 10,000

AFE No.

NO.

0@\[0\"&0‘!\)?"

% 5

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Cmtg, Conductor or Surf Csg (incl Float equip) 31

Cmtg, Interm or Prod Csg (incl Float equip!

Squeeze Jobs

Perf or Shooting

Frac

Swabbing

Plugging, if dry

Damaga Claims

Cleaning Location

District Expense

Communications

Ervironmental & Safety Equipment
Misc Material & Service (Contingency)

TOTAL INTANGIBLES

32
33
34
frerére
36
37
18
39
40
41
42
a3

DRILL & TEST

700
800
5,000
10,000
3,100

[}

0
155,000
15,600

10,400
3,000
1]
8,500
15,000
2,000
12,000
0
8,200
16,000
0o

0

0

[t}
4,000
9,000
0

0

(¢}

o
8,000
4]
3,500
7,500
200

Ls]
10,500

313,000

Terra W.X.
NO. COMPLETION TOTAL
rete] o 700
83 (4] 800
84 0 5,000
85 2,000 12,000
86 4] 3,100
87 o (4]
300K 0 (]
300L 0 155,000
88 7,800 23,400
90 1] ]
101 11,200 11,200
102 $00 500
103 3,500 8,500
104 1] [+
107 1,400 1,400
108 400 400
113 12,000 22,400
114 3,500 6,500
115 1] 0
116 1,500 10,000
117 2,000 17,000
125 3,000 5,000
XK 0 12,000
XK 0 0
Pl 0 8,200
126 4,000 20,000
148 0 o
149 z,500 3,500
152 (s} 1]
153 o 1]
XXX 4] 4,000
154 14,000 23,000
155 0 0
156 2,500 31,500
157 4,000 4,000
158 [} 0
159 g 8,000
165 4] [
166 0 3,500
172 2,000 9,500
177 200 4«00
178 0 [+]
179 5,000 15,500
85,000 398,000




+ 1/February/1990 ( (
PACIFIC ENTERPRISES OIL CO. (USA)
DRILLING & COMPLETION DETAILED COST ESTIMATE
CATEGORY NO. DORILL & TEST NO. COMPLETION
TJOTAL

Surface Casing
350" of 13-3/8" 0D H-40 48%/ft.,

8rd, STEC 2 20.35/ft. 50 7,200 MK o 7,200
Intermadiate Casing :
2000' of 8-5/8" 0D, 32%8/ft., 6rd

ST&C 3 $11.83/ft. 51 23,700 preveld 0 23,700
Production Casing

10,000° §-1/2“ 0D, 178/ft, N-80 3 $8.25/ft. 2 0 52 82,500 82,500
Liner .
__ftof _"aD, _%/ft 38 /ft 20X o 53 0 0
Tubing
9,500' of 2-3/8" 0D, N-80, 4.78/f1t,
8rd, EUE 9 $3.08/ft PO (1] 54 30,000 30,000
Xmas Tree & Tubing Head Components 55 3,500 182 12,000 15,500
Pumping Unit or Prime Mover 0K 0 56 o 1]
Production Platform - Mat. & Lsbor e o 58 0 [}
Rods frererd 0 59 0 0
Subsurface Pump MK 0 60 0 [4]
Tanks 3K 0 61 6,000 6,000
Circulating Pump 200¢ 0 63 0 0
Dehydrator 2K 0 64 o 1]
Heatar Treater or Gunbarrel (Stakpac) XXX 4] 65 12,000 12,000
Separator/FHKO XXX 0 66 0 o
Flowline & Connaction 500° ft of 2" QD fFG
Linepipe 2 $2/ft pYovete 0 68 1,000 1,000
Mater, Metaer Run & Connections K 0 70 5,000 5,000
Buildings pre%ed 4] 71 0 0
Packer 0K [¢] 72 8,000 8,000
Hiscellaneous Equipment (fittings, etc.? 73 1,600 185 4,500 6,100
TOTAL TANGIBLES 36,000 161,000 197,000
Installation of Tubing R 0 56 0 ]
Installation of Pumping Unit & Prime Mover XX 1] 56 Q 0
Installation of Tanks HK 0 61 1,000 1,000
Installation of Dehydrator praves o 64 0 0
Installation of Heater Treater or Gun Barrel XXX o 65 2,000 2,000
Installaion of Sépara{or/FN(O YeYeYs 0 66 0 0
Installation of Flowline HHK 0 68 2,000 2,000
Installation of Miscellaneous Equipment 73 0 185 5,000 5,000
TOTAL_INTANGIBLE INSTALLATION COSTS 0 10,000 10,000
Est. 5280°' gas sales line $48,000+ 313,000 85,000 398,000
36,000 161,000 197,000
0 10,000 10,000
TOTAL WELL COST COMPLETED 349,000 256,000 605,000

{
Prepared by: < wwﬂ' Date 2" / — ?ﬁ
Approved by: . . / Date 7{ '/ o
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March 15, 1990 ENERGY

Pacific Enterprises 0i1 Company (USA)
200 N. Lorraine, #400
Midland, Texas 79702-3083

Attention: Mr. John Lodge

RE: Red Lake Prospect #6097
Trigg 28 Federal #1
W/2 Section 28-18S-27E
Eddy County, New Mexico

Gentlemen:

This will confirm that DEKALB agrees to farmout its interest on the basis
described in your letter of February 1, 1990.

Sincerely,

DEKALB Energy Company

(o

K. G. Ranum
Land Department

KGR/ jas

: M. Craig Clark D NS I ITAT.
X Paci??x];gEntg:prises 0i1 Company Rlﬂ@éﬁ \Y/E@

200 N. Lorraine, #400

Midland, Texas 79702-3083 MAR 1 9 1990
Mike Burch : _ '
Yates Petroleum Corp. EXPL. & DEVEL,

105 S. 4th Street
Artesia, New Mexico 88210

T R e

DEKALB Energy Company
1625 Broadway

Denver, Colorado 80202
(303) 592-4600

FAX (303) 592-5901




(

PACIFIC ENTERPRISES OIL COMPANY (USA)

(.

UP8 OVERNIGHT DELIVERY

March 27, 1990

Mr. Mike Burch

Yates Petroleum Company
105 South Fourth
Artesia, New Mexico 88210

RE:

Dear Mr. Burch:

Pursuant to our telephone

conversation
enclosed please find a revised Authority For Expenditure for

SOUTHWEST REGION
200 N. Loraine, #400
£.0. Box 3083

Midland TX 79702-3083
(915) 684-3861

{915) 684-6426 (Fax)

Red Lake Prospect #6097

Trigg 28 Federal Com #1 Well
Eddy County, New Mexico

of March 26, 1990,

Yates

Petroleum Corporation and a copy of the Supplemental Drilling Title
Opinion covering the referenced well.

As we discussed, this

you have any questions or
contact me.

MCC/dsr

Enclosure

new Authority For Expenditure
Yates acquiring Exxon’s interest but not Amoco’s interest.
problens,

reflects
Should

please do not hesitate to

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY, (USA)

1l

M. Craig Zlark
Landman




PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION
200 N. Lorame, #400

P.O. Box 3083

Midland TX 79702-3083

(915) 684-3861
AUTHORITY FOR EXPENDITURE (615) 684.6426 (Fax)
DIVISION: Permian Basin Exploration Team DATE: 3-27-90
DEPARTMENT: Exploration and Development Midland, Texas

WELL NAME: TRIGG 28 Federal #1

LOCATION: 2030’ FNL and 1980’ FWL of Section 28, T-18-S, R-27-E
Eddy County, New Mexico

Drill and Test Cost $349,000.00
Completion $256,000.00

TOTAL $605,000.00
JUSTIFICATON:

Proposed 10,000/ well to test the Morrow Formaticn.
See attached detailed Drilling and Completion Cost Estimate.

PARTICIPANTS WORKING COST GROSS AFE AMOUNT
INTEREST $605, 000

Pacific Enterprises 52.25460% $316,140

0il Company, (USA)

Yates Petroleum Corp. 8.219040% $ 49,725

Bonneville Fuels 8.730325% $ 52,818

Great Western Drilling 6.750410% $ 40,840

Co.

Read & Stevens, Inc. 5.352200% $ 32,381

James L. Alford, Jr. 1.695200% $ 10,256

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees 0.254300% $ 1,539




PARTICIPANTS
Featherstone Development
Corporation

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company
Davoil Inc.

Mark D. Wilson

WORKING
INTEREST
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%
2.355050%

100.0000%

APPROVED DISAPPROVED

REPRESENTATIVE

YATES PETROLEUM CORPORATION

COMPANY

DATE

.

CO8T

307
21,415
21,415
21,415

22,501

£ BEE ¢ S V ST 7> TR 7 S /)Y

14,248

$605, 000

»
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- 1/fFebruacy /1990

Protpact: Red Lske

' PACIFIC ENTERPRISES OIL CO. (USA(
ORILLING & COMPLETION OEVAILED COST ESTIMATE

fField Red Leke Horrow

tall Location W/2 Section 28 Lagal Description T-18-S, R-27-€

County Eddy State t#1 Proposed Depth 10,000°

Objectiva Formation Horrow AFE No. Tarra HI.

CATEGORY NO. ORILL & TEST NO. COMPLETION TOTAL
Survey - Stake Location 1 700 K Q 700
Parmits & Hearings 2 800 a3 o 800
Building Rosd, bridges, canals 3 5,000 84 /] 5,000
Building Location & Pits L 10,000 85 2,000 12,000
Insurance (for Terra only) [ 3,100 86 /] 3,100
Hove in ~ Rig wp - Rig down - Move out 6 o 87 o o
Rat Hole 7 o 300¢ [ /]
footagae Contract 10,000 3 $15.5/ft 8 155,000 100K 0 155,000
Day work contract 4/2 days 3 €3,900/day 9 15,600 88 7,800 23,400
Turrkey Agreement 10 o 90 0 o
Rig for Completion $1400/day x 8 days 200¢ 1} 101 11,200 11,200
Orill Bits 12 (4] 102 500 500
Rental Equipment 13 5,000 103 3,500 8,500
Fishing Tools & Service 14 (4] 104 0 0
Company Laboc 15 0 107 1,400 1,400
Auto & Travel 16 Q 108 400 %00
Contract Labor 17 10,400 113 12,000 22,400
Trucking, Hauling, Service Equipment 18 X,000 114 1,500 6,500
Power & fuel 19 o 115 ] 1}
Hater 20 8,500 116 1,500 10,000
tud & Chemicals 21 15,000 117 2,000 17,000
Orill Pipa, Casing, Rod Inspaection 22 2,000 128 1,000 5,000
fFormation Testing (incl 2 OST} 23 12,000 MWK Q 12,000
Coring _~ ft of cora 2 $-. /€t 24 (] HHK ] [¢]
Hud Loggir\g 25 8,20¢C preTerd Q 8,200
Logs 26 16,000 126 4,000 20,000
Temparature Survey 27 o 148 0 o
Bottom Hole Pressure Test 28 4] 149 3,500 3,500
Oirectiona] Sarvicas 29 o 152 a Q
Enginearing, Geological, Geophysical 30 0 153 0 0
Cmtg, Conductor or Surf Csg (incl Float equipl 31 4,000 KX 0 4,000
Cmtg, Interm or Prod Csg (incl Float equip) 32 9,000 154 14,000 23,000
Squaeza Jobs Iy ] 155 Q o
Pecf or Shooting 34 o 156 3,500 3,500
Frac utvey 0 167 4,000 4,000
Swabbing 36 o 158 0 0
Plugging, if dey 37 a,000 159 0 8.000
Damage Claims 18 Q 145 0 0
Claaning Location 39 3,500 166 0 1,500
District Expense 4“0 7,500 172 2,000 9,500
Communications 41 200 177 200 400
Environmental & Safaty Equipment 42 0 178 0 o
Hisc Haterial & Service (Contingency! 43 10,500 179 5,000 15.500
TOTAL INTANGIBLES 313,000 85,000 398,000

- — ko Tg—
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1/Faebruacy/1990 ( !

PACIFIC ENTERPRISES OIL CO. (US(

DRILLING & COMPLETION OETAILED COST ESTIHATE

CATEGORY NO. ORILL & TEST NO. COMPLETION
JOTAL — —_ ]
Surf{sce Casging .
350°* of 13-3/8% 00 H—<0 488/€¢t.,
8rd, STLC 2 20.35/f¢. 50 7.200 200K o 7,200
Intermadiata Casing
2000°* of 8-5/8" 00, 328/€t., 8cd
STLC 9 ¢11.83/€¢t. S1 23,700 HHX ] 23,700
Production Casing
10,000° $-1/72“ 00, 17¢#/f¢, N-60 3 ¢8.25/f¢t. HK Q 52 82,500 62,500
Linar
__ftof _“o00, _s/ft3 s rsft »OCK o s3 0 o
Tubing
9,500° of 2-3/8" 00, N-80, «.7%/ft,
8crd, EUE 3 $3.08/€t 200K 0 S4 30,000 30,000
¥Xmas Tree & Tubing Head Components 55 3,500 182 12,000 15,500
Pumping Unit or Prime Mover 20K 0 s6 o 0
Production Platform - Hat. & Lebor KK o 58 0 0
Rods POCK Q 59 o] o
Subsurface Pump 200K () 60 o 9
Tacks pleTerd o) 61 6,000 6,000
Circulating Pump IOCK o 63 (] (]
Oehydrator YeYeYs 0 64 0 0
Heatar Treater or Gunbarrel (Stakpac) 30X c 65 12,000 12,000
Separator/FHKO 00K o] 66 0 0
fFlowlina & Connection 500° ft of 2" 00 G
Linepipa 2 $2/ft 0K 0 68 1,000 1,000
Heter, tater Run & Connections K Q 70 5,000 5,000
Buildings »OOK 0 71 o 0
Packar 2OK 0 72 8,000 8,000
Hiscellaneous Equipment (fittings, etc.} 73 1:.600 185 4,500 6,160
TOTAL TANGIBLES 36,000 161,000 197,000
Installation of Tubing >HK Q 54 0 0
Installation of Pumping Unit 2 Prime Mover 20K (] 6 o 0
Installation of Tanks 0K 0 61 1,000 1,000
Installation of Dehydrator MR 0 64 (4] ]
Installation of Heater Treater or Gun Barrel KKK 0 6S 2,000 2,000
Installajion of So‘;arator/FH(O MK 0 66 0 0
Installation of Flowline MK 0 68 2,000 2,000
Installation of Miscallanecous Equipment 73 4] 185 5,000 5,000
TOTAL INTANGIBLE INSTALLAYION COSTS Qa 10,000 10,000
Est. 5280 gas sales line $48,00014 113,000 85,000 398,000
14,000 161,000 197,000
4] 10,000 10,000
TOTAL HELL COST COMPLETED 49,000 256,000 605,000

Prepared by: C/ w /‘“’/’V“//

Date 1’ /—d.?&

Date 7{ %{’(—\'




‘:.;;:-‘-‘ 3

/}U 7/

MARTIN YATES, 1l
1912 - 1985

FRANK W. YATES
1936 - 1986

S
s T
AN L

PETROLELM
CORPORATION

Ao, S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

e

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXICO88210
TELEPHONE (505) 748-1471

March 30, 1990

Pacific Enterprises 0il Company (USA)

P. O. Box 3083
Midland, Texas 79702

Attention: Craig Clark

RE:

Gentlemnen:

Pursuant to your letter dated March 27,

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

RECHLYED

APR 21990

EXPL. & DEVEL.

Trigg 28 Federal #1

Township 18 South, Range 27 East, NMPM
Section 28: W/2

Eddy County, New Mexico

1990 requesting approval of a revised

Authority For Expenditure covering Yates Petroleum Corporation's interest in
the above captioned well, please find enclosed executed AFE.

Previous approved AFE's
Petroleum Corporation,

letter dated March 19, 1990.

signed on behalf ot
and Myco Industries,

Yates Drilling Company, Abo

Inc., were forwared to you under

We request that you drop Yates Petroleum Corporation, Yates Drilling Company,

Abo Petroleum Corporation,
pooling procedure on captioned well.

Thank you.

MRB:cp
Enclosure

Karen Aubrey

Kellahin, Kellahin & Aubrey
P. O. Box 2265

Santa Fe, New Mexico 87504

XC:

and Myco Industries,

Inc., from your compulsory

Very truly yours,

YATES PETROLEUM CORPORATION

RIS G N SO

Michael R. Burch
TI,andman
xc: William J. LeMay

0il Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87504




PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION
200 N. Loraine, #400

P.O. Box 3083

Midland TX 79702-3083

(915} 684-3861
AUTHORITY FOR EXPENDITURE (915) 684.6426 (Fax
DIVISION: Permian Basin Exploration Team DATE: 3-27-90
DEPARTMENT: Exploration and Development Midland, Texas

WELL NAME: TRIGG 28 Federal #1

LOCATION: 2030’ FNL and 1980’ FWL of Section 28, T-18-S, R-27-E
Eddy County, New Mexico

—————— ————— ———— ——— — ——— T S — G o —— T ——— D Tm —— — - — —— — T ——— D T ———— A —— — —— ——— - ——

Drill and Test Cost $349,000.00
Completion $256,000.00

TOTAL $605,000.00
JUSTIFICATON:

Proposed 10,000’ well to test the Morrow Formation.
See attached detailed Drilling and Completion Cost Estimate.

—— —— —— o ——— ———— ——————— ——— ———— — i ———————— T — —— T ——— ] ot ———— ] ———————————— —

PARTICIPANTS WORKING COST GROSS AFE AMOUNT
INTEREST $605,000

Pacific Enterprises 52.25460% $316,140

0il Company (USA)

Yates Petroleum Corp. 8.219040% $ 49,725

Bonneville Fuels 8.730325% $ 52,818

Great Western Drilling 6.750410% $ 40,840

Co.

Read & Stevens, Inc. 5.352200% $ 32,381

James L. Alford, Jr. 1.695200% $ 10,256

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees 0.254300% $ 1,539




PARTICIPANTS
Featherstone Development
Corporation

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company
Davoil Inc.

Mark D. Wilson

WORKING
INTEREST
0.050850%
.539595%
3.539595%
3.539595%
3.719240%
2.355050%

100.0000%

APPRTZTQ;z;: éz;z;;?RG¥EB '

k3

REP SEﬁTiTIVE

/4ATES PETROLEUM CORPORATION

COMPANY
-29-10

DATE

COST

$
$
$
$
$
$
$

307
21,415
21,415
21,415
22,501

14,248

605,000




/

y

/

UNITED BANK PLAZA
400 N. PENN, SUITE 1000

PHONE 504 622-3770
FAX: 505 622-B643

CHARLES B. READ %(/ £ ym, ]nc

PRESIDENT

PO Box 157

.@Mw//. L/‘/m ‘/Azriw £8208

march 26, 1990

Pacific Enterprises 0il Company
P.0O. Box 3083

Midland, TX 79702-3083

Attn: Craig Clark

Dear Mr. Clark:

RE:

RECEIYBID
MAR 2 7 1990

EXPL. & DEVEL

AFE

Operating Agreement
Signature Page
Geological Requirements
Sheet

Trigg 28 Federal #1

Enclosed please find the subject documents which have been
executed by Charles B. Read on behalf of Read & Stevens, Inc. If
we can be of further assistance, please advise.

Sincerely

-t. .x&uwﬁj

Theresia Arnold

Ny




Working Interest Owners
February 1, 1990
Page 2

PARTICIPANTS

Depco, Inc.

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees
Paul Slayton

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company

Davoil Inc.

Mark D. Wilson

apprOvED X

DISAPPROVED

LB

WORKING
INTEREST

0.559400%

0.254300%
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%

2.355050%

100.0000%

COST

$ 3,384

1,539
307
21,415
21,415
21,415

22,501

L2 R R ¥ IR 7 SR 7 SR 7 S 7Y

14,248

$605,000

>

e,

REPRESENTATIVE Charles B. Read, President \

Read & Stevens, Inc.

COMPANY

3-9-90

DATE .




5. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES

MARTIN YATES, il
PRESIDENT

1912 - 1985
FRANK W. YATES PEYTON YATES

1936 - 1986 EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY

DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471
March 19, 1990 Federal Express Mail

Pacific FEnterprises O0il Company (USA)
P. O. Box 3083
Midland, Texas 79702

Attention: Craig Clark

RE: Trigg 28 Federal #1
Township 18 South, Range 27 East, NMPM
Section 28: WwW/2

Gentlemen:

Please find enclosed copy of an executed Authority For Expenditure signed on
behalf of Yates Petroleum Corporation, Yates Drilling Company, Abo Petroleum
Corporation, Myco Industries, Inc., and Yates Employees '87 Ltd., covering the
above captioned well. We request that you remove Yates Petroleum Corporation,
et al from your compulsory pooling list scheduled for March 21, 1990.

If you have any questions, please call.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
" MR R B
Michael K. Burch
Landman
MRB: cp

Enclosure

xc: William J. LeMay RE:@@& \Y,J.g@

0il Conservation Division
P. 0. Box 2088 MAR 2 n 1990

Santa Fe, New Mexico 87504

EXPL. & DEVEL.




PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION
200 N. Loraine, #400

P.0. Box 3083

Midland TX 79702-3083

(915) 684-3861
AUTHORITY FOR EXPENDITURE (915) 684-6426 (Fax)
DIVISION: Permian Basin Exploration Team DATE: 3-15-90
DEPARTMENT: Exploration and Development Midland, Texas

WELL NAME: TRIGG 28 Federal #1

LOCATION: 1980’ FNL and 1980’ FWL of Section 28, T-18-S, R-27-E
Eddy County, New Mexico

—— i T (——————— — ——————— T —————— — ———————————— ———— ——— fo————————— — — — —— ————— — — ————

Drill and Test Cost $349,000.00
Completion $256,000.00

TOTAL $605,000.00
JUSTIFICATON:

Proposed 10,000’ well to test the Morrow Formation.
See attached detailed Drilling and Completion Cost Estimate.

—— e —— i —— s ot T —————————— —— - ———— S S - - —— —— —- ————— ——— A — — g ———————— — — i —————— —

PARTICIPANTS WORKING COST GROSS AFE AMOUNT
INTEREST $605,000

Pacific Enterprises 50.00000% $302,500

0il Company (USA)

Yates Petroleum Corp. 9.744720% $ 58,956

Bonneville Fuels 8.730325% $ 52,818

Great Western Drilling 6.750410% $ 40,840

Co.

Read & Stevens, Inc. 5.352200% $ 32,381

James L. Alford, Jr. 1.695200% $ 10,256

Dekalb, Inc. 0.559400% $ 3,384

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees 0.254300% $ 1,539




PARTICIPANTS
Featherstone Development
Corporation
Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company
Davoil Inc.

Mark D. Wilson

Yates Employees 87 Ltd.

APPROVEDJ BISAPPROVED

[ Lo i

WORKING
INTEREST
0.050850%
.539595%
3.539595%
3.539595%
3.719240%
2.355050%
0.169520%

100.0000%

REpﬁzgnnmgT VE
YATES PETROLEUM CORPORATION pd

COMPANY
3 ~{k-10

e

DATE

APPROWEDJ DISAPPROVED-

/‘/ﬁ%/%f\

REPRESENTATIVE

ABO PETROLEUM CORPORATION

.~ COMPANY -

3-1l.-T0

DATE

BIGAPPROVED-

APPROVE /
/ /%.777 ™

RE#RES??TR?}%E

YATES EMPLOYEES ’87 LTD.
COMPANY
A9
DATE

COSsT

307
21,415
21,415

$

$

$

$ 21,415
$ 22,501
$
$

APPROVED/

RéPRESENTA;@VE

MYCO INDUSTRIES,
COMPANY

3-Uo-90

INC.

DATE

RP?R2§Eﬁi§§;y;

ATES DRILLING COMPANY
COMPANY

316 -9o
DATE




Working Interest Owners
February 1, 1990
Page 2

PARTICIPANTS

Depco, Inc.

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees
Paul Slayton

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company

Davoil Inc.

Mark D. Wilson

e DISAPPROVED

WORKING
INTEREST

0.559400%

0.254300%
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%

2.355050%

100.0000%

COST

3,384

1,539
307
21,415
21,415
21,415
22,501

14,248

605,000

2 0
DATE <

-




Bonneville Fuels Corporation

A Subsidiary of Bonneville Pacific Corporation
March 7, 1990

RECELVIED
Pacific Enterprises 0il Company (USA)

P. O. Box 3083 MAR 12 1990
Midland, TX 79702-3083

) B \]
Attention: Mr. M. Craig Clark EXPL. & DEVEL

Re: Trigg 28 Federal #1 Well
SE/4NW/4 Sec. 28, T18S, R27E
Eddy County, New Mexico
Red Lake Prospect #6097
Gentlemen:

Enclosed is a copy of your AFE dated 2/1/90 whereby Bonneville
Fuels Corporation has elected to participate for its 8.730325%
interest in the drilling of the captioned well.

It is understood that the governing JOA is being prepared by

Pacific Enterprises and will contain a Casing Point Election
Provision.
"5

Very truly yours,

BONNEVILLE FUELS CORPORATION

7

L. D. Lillo

Senior Landman
LDL/ds

encl. ¢

cc/Rio Pecos Corporation
Attn: M. Mark D. Wilson

1600 Broadway 7 Suite 11107 Denver, Colorado 80202 /7 303-863-1555 / Fucsimile 303-863-1508

—

T r— e,
———
e et s

»



Working Interest Owners
February 1, 1990

Page 2

PARTICIPANTS WORKING COST
INTEREST

Depco, Inc. 0.559400% $ 3,384

J. Hiram Moore, Betty
Jane Moore, Michael

Harrison Moore, Trustees 0.254300% $ 1,539
Paul Slayton 0.050850% S 307
Myco Industries, Inc. 3.539595% $ 21,415
ABO Petroleum Corp. 3.539595% $ 21,415
Yates Drilling Company 3.539595% $ 21,415
Davoil Inc. 3.719240% $ 22,501
Mark D. Wilson 2.355050% $ 14,248
100.0000% $605,000

APPROVED 2§ %’Ifzxppnovrm
LN

RE@%}?IVE President /
<\//ﬂ // residen

Bonneville Fuels Corporation
COMPANY

March 7, 1990
DATE ‘

L]




Working Interest Owners
February 1, 1990
Page 2

PARTICIPANTS

Depco, Inc.

J. Hiram Moore, Betty
Jane Moore, Michael
Harrison Moore, Trustees
Paul Slayton

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company

Davoil Inc.

Mark D. Wilson

APT?ﬂVED zfsappaovnn
Y% . (N G~

WORKING
INTEREST

0.559400%

0.254300%
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%
2.355050%

100.0000%

COST

$ 3,384

1,539
307
21,415
21,415
21,415

22,501

R 72 SR R 72 IR V2 SRR 75 B 753

14,248

$605, 000

REPRESENTATIVE

GREAT WESTERN DRILLIﬁé/COMPANY

COMPANY

February 12, 1990

DATE

4
.




RECE D
MAR 61990

EXEL'. ) ¥
JAMES L. ALFORD, JR. &DEYEL
POST OFFICE BOX 4889
MCCOMB, MISSISSIPPFI 39648
TELEPHONE (601) 684-1942

March 2, 1980

CERTIFIED MAIL P 132 580 672
RETURN RECEIPT REQUESTED

Mr. M. Craig Clark

Landman

Pacific Enterprises 0il Company (USA)
Post Office Box 3083

Midland, Texas T79702-3083

RE: Red Lake Prospect #6097
TRIGG 28 Federal #1
West Half of Section 2
T-18-S, R-27-E
Eddy County, New Mexico

Dear Mr. Clark:
Please find enclosed one executed Authority for Expenditure.

My father said to remind you to give your father his best
regards. Thank you.

Yours very truly,
e~ &% 0‘(4&
“ Jam&s L. Alford, Jr.
JLAjr /bp

enclosures




1/february/1990

Prospect:

PACIFIC ENTERPRISES OIL CO.
DRILLING & COMPLETION DETAILED COST ESTIMATE

{

uUsa?

Rad Lake fField Red Leka Horrow

Hall Location !/2 Segihql_ga Legal Description T-18-5, R-27-C

Proposed Depth 160,000°

Tarca H.I.

ORILL &

700

800
5,000
10,000
3,100

(4]

o
155,000
15,600

10,400
3,000
o
8,500
15,000
2,000
12,000
(1)
8,200
16,000
(o]

0

Q

V]
“,000
9,000
Q

o

o]

o)
8,000
a
1.5%00

County Cddy Stlate
Ob joaclive Formation Horcow AFE No.
CATEGORY NG .
Survey - Stake lLocation 1
Parmits & Hearings 2
Building Road, bridges, canals 3
Building Location & Pits 4
Insurance (for Terra only) 5
Hove in - Rig wp - Rig down - Hove out 6
Ratl Hole 7
footage Contract 10,000' 2 $15.5/ft 8
Day work contract 4/2 days 9 £3,900/day 9
Turrkey Agreement 10
Rig for Completion $1400/day x 8 days KKK
Orill Bits 12
Rental Equipmont 13
fishing Tools & Service 14
Company Laboe 15
Auto & Travel 16
Contract tabor 17
Trucking, Hauling, Service Equipmont 18
Power & Fuel 19
Hater 20
Mud & Chemicals 21
Drill Pipe, Casing, Rod Inspaction 22
Formation Testing (incl 2 0ST) 23
Coring  ft of core 2 8 /1t 24
tud Logging 25
Logs 26
Temperature Sucrvey 27
Botlom Hole Pressure Test 28
Directional Services 29
fagineering, Geological, Geophysical 30
Cmtg, Condhictor or Surf Csqg Cincl (loal eqnipt 31
Cmig, Tnterm or Prod Csg tincl Float equip) 32
Saproera Johs 1z
Pecd{ or Slwotling 34
Frac 3w
favabl g 50,
Pligging, 1f dey 17
Qamagon Cliyime, b3
Cleaniong tocation 39
“«Q

District fupense

Commamicatjons

foviconmental & Safety faipmeant
Hive Haleria) & Service (C‘P'\‘il\(l"l":y’

TOTAL ITHTANGIOLES

“z

OH 1

7.500
200

0
10,500

313,000

TEST

NO.
O
83
84
8s
86
a7

28%

101
102
103
104
107
108
113
114
115
116
117
128
200
2K
MR
126
148
149
152
153
KKK
154
155
156
157
1508
199
165
164
172
177
178
179

COMPLETION TOTAL
[} 703

Q 800

4] 5,000
2,000 12,000
o 3,100

(4] o

4] [}

[¢] 155,000
7,800 23,400
0 o
11,200 11,200
500 500
3,500 8,500
Q [¢]
1,400 1,400
400 <00
12,000 22,400
3,500 6,500
4] (4]
1,500 10,000
2,000 17,000
3,000 5,00C
4] 12,000

o o

Q 8,200
4,000 20,000
(o] o
3,500 3,500
c 1]

o [¢]

[¢] < ,000
14,000 23,000
(4] o
3,500 3,500
4,000 <.000
0 [4]

[¢) 8,000

o [¢)

(1) 5.500
2.900 9,500
209 400

0 Q
5,000 15,500
85,000 398,000




1/fcbruacy /1990

PACITIC ENTERPRISES OIL CO.

{
(usay

ORILLING & COMPLETION OETAILED COST ESTIMATE

COMPLETION

CATEGORY NO. DRILL & TEST NO.
TOTAL . L
Surf{ace Casing
350° of 13-3/8" 00 #-40 «8%/1¢.,
Bredd, STIC D 20.35/(¢. %0 7.200 123784 a 7.200
Intormodiato Casing
2000 of 8-5/8" 00, 328/1(., B8¢d
STLC D s11.83/4¢. 51 23,700 XK o 2%,700
Production Casing
10,000 S-1/2" 00, 17a/{¢, N-60 2 $8.25/f¢. bres (] 52 82,500 82,500
Linar
__ftof o0, _8s/ftas  rsft HK o s3 o [
Tubing
9,500 of 2-3/8" 00, N-80, 4.78/f¢,
8rd, EUE 2 $3.08/ft 200 Q 54 30,000 10,000
Xmas Tree & Tubing Head Components 55 3,500 182 12,000 15,500
Pumping Unit or Prime Hover 3K 0 56 0 (4]
Production Platform - HMat. & Labor XX o 58 [ o
Rods HHH Q s9 [ [4]
Subsurface Pump XXX 0 60 [ [s]
Tarks MHHK o 61 6,000 6,000
Circulating Pump }HX 0 63 0 0
Dehydrator ONX 0 64 0 a
Heater Treater or Gunbarrel (Stakpacl 13933 Q 65 12,000 12,000
Separator/FHKO WK 4] 66 [0} 1]
Flowline & Comnection 500° ft of 2" Q0 G
Linepipe 2 $2/ft K 0 68 1,000 1,000
Hater, Hatar Run & Connections XRK o 70 5,000 5,000
Buildings 2K o 71 o 0
Packer HHK 4] 72 8,000 8,000
Hiscellaneous Equipment (fitlings, etc.) 73 1.600 185 4,500 6,100
TOTAL_TANGIBLES 36,000 161,000 197,000
Installation of Tuing XK [¢] 54 (] 0
Installation of Pumping Unit & Prime Hover XX o 56 (¢ o]
Installation of Yanks M 0 61 1,000 1,000
Installation of Oehydrator XXX 0 64 Q 0
Installation of ‘Nga{cr Treater or Gumv Barcel XU 0 S 2,000 2,000
Installaion of Separator/fHKO HRX Q 66 0 [4]
Installation of Flowline X [4] 68 2,000 2.000
Installation of Hiscellaneous Cquipment 73 0 185 5,000 <,000
TOTAL_ JHTANGIBLE INSYALLATION COSTS R 30,000 10,000 ___
Esl. 5280° Qas salas line $48,000¢ 113,000 ny L, 000 196,000
14,000 161,000 § 97,0010
(4] 10,000 10,0040
{ 349,000 266,000 «0¢ ,0u0

TOTAL HOLL COST COMPLLTED

Proparad by:

Approved by:

Approved: WB\\\V) s

s\. Alford, Jr.

\
)

/

N
C o

ﬂa(nj\//— (/0.

atle /// :

Date :_%

o
2[%9¢

s




J. HIRAM MOORE

February 16, 1990

Pacific Enterprises 0il Company
200 N. Loraine, St. 400
Midland, Texas 79702-3083
Attn: Mr. Craig Clark

Landman

RE: Red Lake Prospect #6097
TRIGG 28 Federal #1
West Half of Section 28
T-18-S, R-27-E
Eddy Co., NM

Gentlemen:

310 WEST WALL (915) 682-1681

SUITE 404

MIDLAND, TEXAS 79701

P.O. BOX 1733

RECESVIED

FEB21 1930

EXPL. & DEVEL.

Enclosed please find the above referenced AFt, whereby The Moore Trust
has elected to participate in the drilling of the TRIGG 28 Federal #1.
The AFE has been approved by Richard L. More, Attorney-in-Fact for The
Moore' Trust. Also enclosed are our drilling requirements.

If you should have any questions or require additional information, please

advise the undersigned.

Sincerely,

2

Lot . RS

Cynthia L. Bennett
Land Department

Enclosure




Working Interest Owners
February 1, 1990
Page 2

PARTICIPANTS

Depco, Inc.

J. Hiram ﬁoore, Betty
Jane Moore, Michael
Harrison Moore, Trustees
Paul Slayton

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company

Davoil Inc.

Mark D. Wilson

WORKING
INTEREST

0.559400%

0.254300%
0.050850%
3.539595%
3.539595%
3.539595%
3.719240%
2.355050%

100.0000%

cosT

$ 3,384

1,539

307
21,415
21,415
21,415
22,501

14,248

L2 ¥ S R V2 S IR SR R Y

605,000

APPROVED _ n DISAPPROVED
4 P =
REPRESBNTATIVE Vd -

Attorney-in-Fact for The Moore Trust

COMPANY

DATE

2//%{/6,[&
1




Working Interest Owners
February 1, 1990
Page 2

PARTICIPANTS

Depco, Inc.

J. Hiram Moore, Betty
Jane Moore, Michael

Harrison Moore, Trustees
Featherstone Development Corp.

PR X By K OXK

Myco Industries, Inc.
ABO Petroleum Corp.
Yates Drilling Company
Davoil Inc.

Mark D. Wilson

WORKING
INTEREST

0.559400%

0.254300%
0.050850%
3.5338595%
3.539595%
3.539595%
3.719240%

2.355050%

100.0000%

COST

$ 3,

1,

21,

21,

22,

14,

605,

$
$
$
$ 21,
$
$
$
$

Featherstone Development Corporation

COMPANY {

February 14, 1990

384

539

307

415

415

415

501

248

000

DATE

“




1/fFebruary /1990

PACIFIC ENTERPRISES OIL CO.
DRILLING ¢t COMPLEYION DEVAILED COST ESTIHATE

!»

(USA)

CATEGORY NO. DORILL & TEST NO. COMPLETION
TOTAL _— -
Surfaca Casing
350° of 13-3/8" 0D #H-40 «8%/1¢.,
Bed, STEC 9 20.35/14. 0 7,200 MK 0 7,200
Jntormadiate Casing
2000° of 8-5/8" 00, 328/1%1., O¢d
ST2C D $11.83/€¢. 51 23,700 MUK 4] 23.700
Production Casing
10,000° §-1/2" 00, 17#/€4, N-80 3 $8.25/1¢t. FHHX 0 $2 a2,%00 82,500
Linaer
__ftof o0, _®/(tas rft HKK 0 s3 0 0
Tubing
9,500 of 2-3/8" 00, N-80, 4.78/f¢t,
8rd, EUE 2 $3.08/ft XK o sS4 20,000 30,000
Xmas Tree & Tubing Head Components 58 3,500 182 12,000 15,500
Pumping Unit or Prime Mover 3K 0o 56 0 o
Production Platform - HMat. & Labor K o s8 o 0
Rods HHK Q 59 [ 0
Subsurface Pump XX o 60 0 0
Tanks MR [¢) 61 6,000 6,000
Circulating Pump R 0 63 0 [¢]
Dehydrator HHK 0 64 0 o
Heater Treater or Gunbarrel (Stakpacd revets 0 65 12,000 12,000
Saparator/FHKO WKHX i} 66 [0} 0
fFlowline & Comnection 500" ft of 2" QO fG
Linepipe 2 $2/f¢t 2K 0 68 1,000 1,000
Hater, Matar Run & Comnections prevend 0o 70 5,000 5,000
Buildings 2K 0 71 0 0
Packer prevene o 72 8,000 8,000
Hizscellaneous Equipment ({itlings, cetc.) 73 1.600 185 4,500 6,100
TOTAL TANGIBLES 316,000 161,000 197,000
Installation of Tubing 2 X 0 54 0 Q
Installation of Pumping Unit & Prime Hover HXX a 56 [¢] [
Installation of Tanks XX [} 61 1,000 1,000
Installation of Oehydrator XXX 0 64 0 a
Installation of 'i{ea(er Treater or Gum Barrel K Q 65 2,000 2,000
Installaion of Separator/fiHKQO YO v} 66 Q 0
Installation of flowline K 0 68 2,000 2,000
Installation of Miscellaneous €quipment 73 0 185 5,000 5,000
TOTAL_INTANGIBLE INSTALLATION COSTS o e 10,000 10,000___
Fst. 5280° gas sales line $48,000¢ 312,000 65,000 198,000
36,000 161,004 197.000
O 10,000 19.000
349,000 2%6,000 600,000

TOTAL HOLL COST COMPLETED

Proparad by: 1(1 zéz/ /«///

Date :Z - /- ?/0/’

I
Uate / / ’L

—
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PACIFIC ENTERPRISES OiL COMPANY (USA) 'OFFICE CORRESPONDENCE

70. Ralph Moore ' FROM: C. Robert Winkler DATE 04-02-90

SUBJECT: AFE's ~ Forced Pooling Hearing

Trigg 28 Federal and Dark
Canyon Prospect

The following comments are provided to support the drilling AFE's
during the forced pooling hearings on the Trigg 28 Federal and the
Dark Canyon Prospect.

Trigq 28 Federal No. 1

The cost estimate is based on actual costs provided by conversations
with numerous drilling contractors, mud companies and service
companies. The actual footage bid awarded on this well was for
$14.65 ($15.40/foot with tax) compared to the AFE of $15.5/foot.
One modification has been made to the original AFE by eliminating
the 13-3/8" surface casing. Peterson drilling has done this
successfully on three offset wells for Oryx Energy with an estimated
savings of $12,000.

Dark Canvon Prospect

The cost estimate is based on actual costs provided by conversations
with numerous drilling contractors, mud companies, and service
companies. Specifically, actual costs from an offset well drilled
by Bettis, Boyle, and Stovall in August 1989. Drilling operations
in this area are relatively trouble free with the exception of lost
circulation in the surface hole. Additional cementing costs were
included to "one-inch". No services have as yvet been contracted
out, however no costs are expected to change significantly.

\&~
. M gy

FORM PFOC-0040 9789
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PACIFIC ENTERPRISES OIL COMPANY (USA)

INTER-OFFICE

TO Al Buron FROM C. Robert Winkler DATE ©02-01-990

SUBJECT Drilling Cost Estimate
Red Lake Prospect
Red Lake (Morrow) Field
Eddy County, New Mexico

Attached for your consideration and approval is a cost estimate to
drill and complete the Red Lake Prospect. The subject well is a
10,000' Morrow test, located in the S/2 of Section 27, T-28-S, R-
27-E, Eddy County, New Mexico. The estimated total cost is $605,000
($60.5/ft.), with a DHC of $349,000 ($34.9/ft.) and completion cost
of $256,000. The original cost estimate was provided by O'Brien
Consultants and is consistent with other similar Morrow wells.
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1/February/1990 (-

{

PACIFIC ENTERPRISES OIL CO. (USA)
DRILLING & COMPLETION DETAILED COST ESTIMATE

Prospect: Red Lake

Field Red Lake Morrow

Hall tocation S/2 Section 27 Legal Description T-18-S, R-27-E

State NM Proposed Depth 10,000"

County Eddy
Objective Formation Morrow AFE No.
CATEGORY NO.

Survey - Stake Location 1
Permits & Hearings 2
Building Road, bridges, canals 3
Building Location & Pits 4
Insurance (for Terra only) 5
Move in - Rig up - Rig downm - Move out 6
Rat Hole 7
Footage Contract 10,000' @ $15.5/ft 8
Day work contract 4/2 days 3 $3,900/day 9
Turrkey Agreement 10
Rig for Completion $1400/day x 8 days pre%ere
Drill Bits 12
Rental Equipment 13
Fishing Tools & Service 14
Company Labor 15
Auto & Travel 16
Contract Labor 17
Trucking, Hauling, Service Equipment 18
Power & Fuel 19
Hater 20
Mud & Chemicals 21
Drill Pipe, Casing, Rod Inspection 22
Formation Testing (incl 2 DST} 23
Coring  ft of core 2 ¢ /ft 24
Mud Logging 25
Logs 26
Temperature Survey 27
Bottom Hole Pressure Test 28
Directional Services 29
Engineering, Ge&logical, Geophysical 30
Cmtg, Conductor or Surf Csg (incl Float equip) 31
Cmtg, Interm or Prod Csg (incl Float equip) 32
Squeeze Jobs 33
Perf or Shooting 34
Frac KA
Swabbing 36
Plugging, i1f dry 37
Damage Claims 18
Cleaning Location 39
District Expense 40
Commmications 4l
Envirormental & Safety Equipment 42
Misc Material & Service (Contingency) a3

TOTAL INTANGIBLES

DRILL & TEST

700
800
5,000
10,000
3,100

0

Q
155,000
15,600

10,400
z,000
[¢]
8,500
15,000
2,000
12,000
o
8,200
16,000
(1]

0

0

0
4,000
9,000
0

0

0

0
8,000
0
3,500
7,500
200

0
10,500

313,000

Tereca H.I.
NO. COMPLETION TOTAL
300K 0 700
83 [ 800
84 0 5,000
85 2,000 12,000
86 0 3,100
87 0 0
»00< [} 0
30X 0 155,000
88 7,800 23,400
90 0 1]
101 11,200 11,200
102 500 s00
103 3,500 8,500
104 0 0
107 1,400 1,400
108 400 400
113 12,000 22,400
114 3,500 6,500
1185 0 4]
116 1,500 10,000
117 2,000 17,000
128 3,600 5,000
XX 0 12,000
XK 0 0
proreld 1} 8,200
126 4,000 20,000
148 (4] [¢]
149 3,500 3,500
162 0 V]
153 0 1]
XXX 0 4,000
154 14,000 23,000
1585 (4] 1]
156 z,500 3,500
157 4,000 4,000
158 0 0
159 0 8,000
165 0 ¢}
166 0 3,500
172 2,000 9,500
177 200 400
178 0 0
179 5,000 15,500
85,000 398,000




1/February/1990 ( (
PACIFIC ENTERPRISES OIL CO. (USA)
ORILLING & COMPLETION DETAILED COST ESTIMATE
CATEGORY NO. DRILL & TEST NO. COMPLETION
TOTAL - —
Surface Casing
350" of 13-3/8" OD H-40 48%/ft.,
8rd, ST&C 3 20.35/f1t. 50 7,200 2O 0 7,200
Intermediate Casing
2000' of 8-5/8" 00, 32#/ft., 8¢d
STEC 3 $11.83/ft. 51 23,700 XX Q 23,700
Production Casing
10,000° 5-1/2*" 0D, 178/f4, N-80 2 $8.25/f¢t. prele ¢ 0 52 82,500 82,500
Lirner
___ftof oD, #/ftas  /ft XXX 1] 53 1] ]
Tubing
9,500' of 2-3/8" 0D, N-80, 4.78/ft,
8rd, EUE 3 $3.08/ft lore’ 0 54 20,000 30,000
Xmas Tree & Tubing Head Components 55 3,500 182 12,000 15,500
Pumping Unit or Prime Mover preve%s 0 56 0 o
Production Platform - Mat. & Labor HRX 0 58 Q 0
Rods HHK o 59 0 0
Subsurface Pump HXX 0 60 0 0
Tanks plelerd 0 61 6,000 6,000
Circulating Pump HHX o] 63 0 0
Dehydrator HHX 0 64 4] 0
Heater Treater or Gunbarrel (Stakpac? XXX g 65 12,000 12,000
Separator/FHKO HXX [¢] 66 Q 4]
Flowline & Comnection 500°' ft of 2" OD fG
Linepipe 2 $2/ft pleteld [ 68 1,000 1,000
Meter, Meter Run & Connections XXX 0 70 5,000 5,000
Buildings 3O 0 71 0 1]
Packer prevert 0 72 8,000 8,000
Miscellaneous Equipment (fittings, etc.) 73 1,600 185 4,500 6,100
TOTAL TANGIBLES 36,000 161,000 197,000
Installation of Tubing XHK 0 54 0 (]
Installation of Pumping Unit & Prime Mover XXX 0 56 0 o
Installation of Tarks reven 0 61 1,000 1,000
Installation of Dehydrator XXX 0 64 0 0
Installation of Heater Treater or Gun Barrel XK 0 65 2,000 2,000
Installaion of §eparaior/FNKO XXX 0 66 Q 0
Installation of Flowline XK 0 68 2,000 2,000
Installation of Miscellaneous Equipment 73 0 185 5,000 5,000
TOTAL INTANGIBLE INSTALLATION COSTS [s] 10,000 10,000
Est. 5280' gas sales line $48,000+ 313,000 85,000 398,000
26,000 161,000 197,000
a 10,000 10,000
TOTAL WELL COST COMPLETED 249,000 256,000 605,000
Prepared by: < w /'%/ Date Z” /Tﬁ?&’

Approved by: [

Date 77[1/_ ‘{'_L‘




1/February/1990 {

PACIFIC ENTERPRISES OIL CO. (USA&

DRILLING & COMPLEYION DETAILED COST ESTIMATE

Prospect: Red Lake

Hell Location S/2 Section 27

Field Red Lake Morrow

Legal Description T-18-S, R-27-E

County Eddy State NM Proposed Oepth 10,000°
Objective Formation Morrow AFE No. Terra HW.I.
CATEGORY DRILL & TEST COMPLETION TOTAL
Surveyor 700 0
1. Survey - Stake Location 700 0 700
Permitting 400 0
Orilling title opinion [¢] 0
Lawyer - Spacing hearing 0 0
Archeologist 400 o
2. Permits & Hearings 800 0 800
Dirt Hork (1 mi.) 3,000 ¢}
Caliche 2,000
3. Building Road, bridges, canals 5,000 0 5,000
Pit Liner (Double Horseshoe) 2,000 0
Dirt Work {(Build & cap location) 4,400 2,000
Caliche 3,000 ¢}
Fence Pit 600 [s]
fFence Location 0 0
Cattle Guard Q
Culverts 0
4. Building Location & Pits 10,000 2,000 12,000
L4
$0.3037 »x 10,000 3,100 4]
5. Insurance |{PEOC ONLY{ 3,100 0 3,100
On Contractor 0 o]
6. Move i1n - Rig up - Rig down - Move out 0 g 0




' Red Lake Prospect {
Cost Estimate Horksheet

Page 2
DRYLL&TEST COMPLETION TOTAL
0' of conductor, mouse hole, rat
hole, cellar and cement - 0 Q
7. Rat Hole 0 o 0
8. Footage Contract 10,000°' 3 $15.5/ft. 155,000 0
155,000 0 155,000
Run & cement 13-3/8" & WOC - 1/2 day 1,950 b
Run & cement 8-5/8" & WOC - 1/2 day 1,950 (1]
Run §5-1/2 & cement or plug - 2 days (1] 7,800
HOO - 1/2 day 1,950 a
Circ samples - 1/2 day 1,950 (1]
NU & test time - 0 day 0 0
DST - (2) - 2 days 7,800 l]
9. Day work 4/2 days 2 $3,900/day 15,600 7,800 23,400
0 0
10. TYurnkey Agreement (] 0 Q
] 11,200
11. Rig for completion $1,400/day x 8 days 0 11,200 11,200
1 - 4" mill tooth 0 500
12. 0 500 500

Orill Bitsg




Red take Prospect {
Ccet Est. Horksheet

Page 3
DRILLATEST COMPLETION TOTAL
1 tank f/DST 500 o
2 frac tanks (comp} 0 1,000
Casing scraper 0 0
BOPE/rotating head 1,000 0
Circulating equipment 0 0
Drlg flange, ring gasket, bolts 0 0
Pit level indicators & flow senser 1,500 0
Test sep & tank s00 0
Gen & lights 0 0
Mir run 0 0
Hater well pump & tanks ($ /day x days) [ 4]
Hater transfer pump & piping ($ /day x  days) 0 (4]
Flow manifold (¢ /day x days) (i] 0
BHA (stabilizers & short drill collar) 0
Miscellaneous 1,500 2,500
13. Rental Equipment 5,000 3,500 8,500
(4] 0
14. Fishing Tools & Service 0 1] 0
Foreman to build location /day x days 0 0
Drilling foreman /day x  days 0 0
Production foreman $350/day x & days 0 1,400
15. Company Labor 0 1,400 1,400
$50/day x 8 days 0 400
16. Auto & Travel [ 400 400




Red Lake Prospect (
‘Cost Est. HWorksheet

Page &
DRILLATEST COMPLETION YOTAL
Fluid Caliper 0 0
Drilling Consultant $350/day x 20/8 days 7,000 2,800
Helder 800 500
RU & RD OST tank ] 0
Csg crew f/13-3/8" csg 0 0o
Csg crew f/8-5/8" csg 1] 0
Csg crew f/5-1/2" csg 0 2,300
Rous tabouts 0 500
L0 DP &2 DC [t} 0
PU 6-1/2" csg 1] 1,000
Hell testing 0 1,000
At rigs unload with fork 1lift 800 1,200
Remove varnish on production casing Q 500
String & pick up water line 1] 0
Hot Oiler a o
cTu (1] 1]
N, to perf & blow well dey 0 0
Lay temporary gas sales line Q o
Sand Plug 0 o
Anchors 0 600
Blade location 0 0
Forklift ¢] 0
Filtering 0 [¢]
Miscellaneous 1,800 1,600
17. Contract Labor 10,400 12,000 22,400
Deliver & set up foreman trailer (& return) Q
Haul water to drill Q
DST tark o
Tubing - FOB location o
Temporary gas sales line o
Pumping unit 0
Fresh water for cementing 0
Monel collar and shot kit 0
13-3/8" csg -~ road haul 800
8-5/8" csg ‘r road haul 1,200
5-1/2" csg - road haul 0 2,000
Frac tanks Q 0
Haul test separator in 0 0
Miscellaneous trucking 1,000 1,500
18. Trucking, Hauling, Service Equip 3,000 3,500 6,500




Red Lake Prospect {
Cost Est. Horksheet

Page 5
ORILLETEST COMPLETION TOTAL
0 [+]
19. Power & Fuel [¢] 0 0
Trucking 8,500 1,500
20. Hater 8,500 1,500 10,000
Drilling Mud 15,000 2,000
KCL for 27 KCL water completion 0 0
Tolulene 0 0
21. Mud & Chemicals 15,000 2,000 17,000
13-3/8* 800 1]
8-5/8" 1,200 (1)
5-172" 0 1,500
Tubing 0 1,500
22. Drill Pipe, Casing, Rod inspection 2,000 3,000 5,000
12,000 0
23. Formation Testing {incl. 2 D.S.T.| 12,000 0 12,000
0 ]
24. Coring and Core Analysis __ ft. of core
cut @ % /Ft [4] 0 o
1 man 0 days, 2 man 25 days 8,200 0
Rig up - R“ig down [¢] o
25. tud Logging 8,200 o 8,200
Open hole logs 16,000 o
Cased hole logs (CBL-VDL) [ 4,000
26. logs 16,000 4,000 20,000




Red Lake Prospect {
" Cost Est. Horksheet

Page 6
DRILLETEST COMPLETION TOTAL
Temperature & Post frac logs 0 1]
27. Temperature Survey 0 0 0
0 3,500
28. Bottom Hole Prassure Test 0o 3,500 3,500
[¢) 0
29. Directional Services 0 0 o]
Engineer (D&T) 0
Geologist o]
Engineer (C&E) o]
30. Engineering, Geological, Geophysical 0 0 s}
13-3/8" surf casing cement 4,000 0
31. Cmtg, Conductor or Surf Csg lincl Float equipl 4,000 Q 4,000
Cement, pumping, shoes, stab 9,000 14,000
Magnetic depth marker 1} [i]
32. Cmtg or Prod Csg lincl Float equipl 9,000 14,000 23,000
o 0
33. Squeeze Jobs 0 0 4]

4

““




Red Lake Prospect {
Cost Est. Horksheat

Page 7
DRILLATEST COMPLETION TOTAL
Vann Gun g 3,500
34, Perf or Shooting (4] 3,500 3,500
Acid work ( 2000 gall 0 4,000
35. Frac 0 4,000 4,000
1] [
36. Swabbing 0 0 1]
8,000 [¢]
37. Plugging, if dry 8,000 0 8,000
State/Tenant (BLM - no charge) 0
Pipeline Row 0
38. Damage Claims Q 0 0
Break out & level pits 3,500 V]
39. Cleaning Location 3,500 4] 3,500
DEYT $250(30 days) 7,500 0
Comp $250/8 days 0 2,000
40. District Expense 7,500 2,000 9,500
“ 200 200
4l. Communications 200 200 400

»



Red Lake Prospect {
Cost Est. Horlisheet

Page 8
DRILLATEST COMPLETION TOTAL
0 1)
42. Environmental & Safety Equipment 0 [ 0
Hear bowl & necessary accessories 0 0
Pipe dope, sample bags Q
Contingency 0 [}
Andarson Stratigraphic Sample
Storage Fee o] 0
Miscellaneous material 10,500 5,000
43. Misc HMaterial & Service [(Contingencyl 10,500 5,000 15,500
TOTAL INTANGIBLES. ... vt iitiiieinrirericnennansoaas 313,000 85,000 398,000
50. Surface Casing 7,200 (]
350 ft of 13-3/8" 0D, H-40, 488/ft, 8rd, ST&C
2 $20.35/ft 7,200 o 7,200
2000* of 8-5/8" 0D, 32%#/ft, J-55, ST&C 23,700 0
3 11.83/f¢t.
51. Intermediate Casing 23,700 1] 23,700
52. Production Casing
10,000' of 5-1/2" 00 17#/ft, N-80, 0 82,500
2 $8.25/ft., LT&C
(¢} 82,500 82,500
53. Liner 0 0
ft of 00 w1t
D¢ /ft 0 [} 0
54. Tubing 0 30,000
9,500 ft of 2-3/8” 00, N-80, 4.78/f%,
8rd, EUE 2 $3.08/ft ] 30,000 30,000




Red Lake Prospect (
Cost Est. Worksheet

Page 9

DRILLATEST COMPLETION TOTAL
13-3/8" csg head, 3K w/spool 5K 3,500 0
Tubing head & accessories 0 12,000

65. Xmas Tree & Tbg hoead Comp 3,500 12,000 15,500
(4] 1]

§6. Pumping Unit or Prime Mover g 0 0
L] 4]

58. Production Platform ~ Mat. & Labor 0 o 0
4] [4)

59. Rods ] 0 [}
0 (s}

60. Subsurface Pump (1} 0 (¢}
1 - 210 bbl welded steel w/landing 0 6,000

61. Tanks 0 6,000 6,000
0 0

63. Circulating Pump 0 0 0
[¢] 0

‘0

64. Dehydrator o] 0 [
Stakpac 4} 12,000

65. Heater Treater or Gumbarrel o 12,000 12,000




Red Lake Prospect {
Cost Est. Horksheet

Page 10
DRILLATEST COMPLETION TOTAL
[¢] 1}
66. Separator/FRKO 0 o 0
68. Flowline & Connection 500 fi of 2" 0D steel ¢ 1,000
line pipe 3 $2/ft
Q 1,000 1,000
0 $,000
70. Meter, Meter run & Comnections 0 5,000 5,000
0 )]
71. Buildings 0 0 ¢]
Model “R"™ DG 0 8,000
72. Packer 0 8,000 8,000
1,600 4,500
73. HMiscellaneous Equipment |{fittings, etcl 1,600 4,500 6,100
INTANGIBLES
1] 4]
54. Installation of Tubing 1] a ¢]
. 0 0
56. Installation Pumping Unit and Prime Mover 0 0 0
o 1,000
61. Installation of Tanks 0 1,000 1,000
0 0
64. Installation of Dehydrator 0 0 0




Red take Prospect ( ( »
Cost Est. Worksheet

Page 11
DRILLETEST COMPLETION TOTAL
0 2,000
65. Installation of Heater Treater or Gun Barrel 0 2,000 2,000
[h] [¢]
66. Installation of Separator/FHKO ] 0 0
o 2,000
68. Flowline Installation (4] 2,000 2,000
0 5,000
73. Miscellaneous Equipment Installation 0 5,000 5,000
TOTAL INTANGIBLE INSTALLATION COSTS...... ceceacse 10,000 10,000
TOTAL HELL COST COMPLETED. .. ... ...ttt nnsennsas 349,000 256,000 605,000

Remarks: Estimated 5280 gas sales line 2 $9/ft = $48,000

Prepared by: C’/ é ' W‘b"‘ Date 2’ /- 70

-

Prepared by:

S~ Date 2[ ’g ('7)

Approved by: Date
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DRILLING OR WORKOVER AFE

e DRILLING, INC:

AFE NO.
(J WILDCAT [X) DEVELOPMENT [ WORKOVER LSE. NO.
[0 DRILLING X) DRILLING [0 SAME ZONE
[ COMPLETION O COMPLETION [ NEW ZONE Wi
[0 RE-ENTRY O REENTRY 0O Paa
EST. NET COST
AFE DATE
LEASE 8 ‘ DEPTH
WELL No. Red lake Prospect 8 FORM (3,000’ Marrow
LOCATION S/2 Sec 27 T-18-S R.27-F
COUNTY  _
8 STATE  Eddy Caunty, Neuw Mexico FIELD Red LgKe Moarroy
OPERATOR Pocific Enter priscs Ol Co (U.(A) %F;#g
INTANGIBLE WELL COST
DESCRIPTION DRILLING COMPLETION TOTAL
I Access, Locatlon 8 Roads / 15,000 /3564 18,846
2 Rig Move
3 Footage Cost 14,000' @ 14.50 v [5€.800 1SE 049
4 Day Work Cost 5 days _at 3900 v 19, £40 19,460
5 Bits 8 Reamers
6 Fuel -
7 Water ) E 85840 v 1500 16,646
8 Mud & Chemicals 1£,600 -/ 2a6d 11,600
9 Cementing 8 Servicse v {3,000 Y, 15800 28,000
10 Coring
1 Surveying 8 Testing Lags + 2 OSTS / 36,000 20,000
12 Mud Logging 250 260 v/ 7509 7.560
13 Perforating v 3560 2500
14 Stimulation Y Y.L2o
L- 15 Transportation £s00 3500 § 060
16 Orilling Overhead & Supervision 23 & ULH 14,850 3460 I8 uyso
17 Equipment Rental 10060 3500 (0,500
i8 Completion Rig 8 days ¢t (U0d 11,2090 11,280
1] Other Drilling Expense 15,000 5000 20,060
20 | -Contingencies (10% of Intangibles) 30,285 5£30 35415
Y
22 .
[ 23 TOTAL INTANGIBLES 333135 61,936 5 &5
TANGIBLE WELL COST
24 ot " Conductor Casing
25 350 el {3%¥3 " Surface Casing cuIs ATGES
26 20600 ' Of 8% " Intermediate Casing 2,500 21,503
27 * of ‘" Intarmediate . Casing
28 ot “Intermediate Casing
29 16,666 ' Of 5% " Production Casing 15,600 5,600
30 ' of. " Tie-Back Casing
3 950 ' Of 2% " Tubing 29,8¢0 2,2¢0
32 Yot " Tubing
33 Y T Tubing
34 Liner Equipment
35 Wellhead Equipment 25060 12,000 15500
T736 | Producing Focilities, Tank Baftery, Flowline - 350600 25.640
37 Packers & Other Subsurface Tools 8,600 8 040
38 Contingancies (10 % of Tangibles) 3.1u8 (&5geC 12.6mL
39
40
41 TOTAL TANGIBLES 34,623 11518¢€ 2,807
42 TOTAL WELL CO3T AINELE 230 11¢ coy. 8Ty -
COMPANY APPROVAL
y Dote {8y Date |By Date | By Date |By Date
JOINT OPERATOR APPROVAL
irm By Title Dote

AFE No
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PACIFIC ENTERPRISES OIL COMPANY (USA)

March 29, 1990 SOUTHWEST REGION
200 N. Loraine, #400
P.O Box 3083
Midland TX 79702-3083
(915) 684-3861
(915) 6846426 (Fax)

Mr. Randall Fort

Read & Stevens, Inc.

Post Office Box 1518
Roswell, New Mexico 88202

RE: Red Lake Prospect #6097
Trigg 28 Federal Com #1 Well '
Eddy County, New Mexico

Dear Mr. Fort:

We are in receipt of Read & Steven’s letter of March 26, 1990
transmitting an approved Authority for Expenditure and Operating
Agreement signature page for the referenced well.

It is our understanding that the 5.3522% interest ‘approved by
Read & Stevens, Inc. may be owned by the below listed parties;
however, Read & Stevens, Inc. will be responsible for the payment
of all costs incurred in the drilling and completion of said well
and bill the following parties their proportionate share:

Rottman 1984 Family Trust

Westway Petro

Raymond R. Trollinger, and Sharon
S. Trollinger, his wife

Randall R. Fort

David K. Henderson

Joel M. Wigley

Marion Riley

William A. Bradshaw, III

John C. Maxey, Jr.

Lucy Marie Brown

Thomas M. Beall

It 1is also our understanding that should production ke
established, Read & Stevens, Inc. will provide the appropriate
curative material to determine the proper ownership of the above
listed parties so that Pacific may properly disburse the revenue
for said well or alternatively, Read & Stevens will assume the
obligation and responsibility of disbursing the proceeds to the
appropriate parties.




Read & Stevens, Inc.
March 29, 1990
Page 2

Should you have any questions or problems regarding this
matter, please do not hesitate to contact me.

MCC/dsr

ccC:

Rottman 1984 Family Trust
12100 Wilshire Blvd.
Los Angeles, CA 90025

David K. Henderson

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Marion Riley

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

John .C. Makey, Jr.

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Lucy Marie Brown

c/o. Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

William A. Bradshaw, III
c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

M. Craig
Landman

Westway Petro,

a Texas Joint Venture
500 North Akard Street
LB #70

Dallas, TX 75201

Raymond R. Trollinger, Jr.
and Sharon S. Trollinger
2915 LBJ Freewvay,

Suite 161

Dallas, TX 75234

Thomas M. Beall
Post Office Box 3098
Midland, TX 79702

Randall R. Fort

c/o0 Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201

Joel M. Wigley

c/o Read & Stevens, Inc.
Post Office Box 1518
Roswell, NM 88201




N S. P. YATES
T E 5 CHAIRMAN OF THE BOARD
 PETROLEUM O s

MARTIN YATES. Il

1912 - 1985 f)
FRANK W. YATES EDRPDRH T l UN PEYTON YATES
1936 - 1986 EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
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105 SOUTH FOURTH STREET

March 15, 1990

EXPL. & DEVEL

Pacific Enterprises 0il Company (USA)
P. O. Box 3083
Midland, Texas 79702

Attention: M. Craig Clark

RE: Trigg 28 Federal #1 Well
Township 18 South, Range 27 East, NMPM
Section 28: W/2
Eddy County, New Mexico

Gentlemen:

Pursuant to your letter dated March 2, 1990, Yates Petroleum Corporation, Yates
Drilling Company, Abo Petroleum Corporation, Myco Industries, Inc., and Yates
Employees '87 Ltd., agree to execute the Operating Agreement covering thie above
captioned well subject to the following changes:

(1.) Article III B, Line 15: Add words "to the extent of lowest
royalty which shall be borne as hereinafter set forth".

(2.) Article VI A, Line 57: Your Authority For Expenditure calls
“for well location 1980*' FNL and 1980' FWL and this Operating
Agreement calls for location at 2030' FNL and 1980' FWL,
please change one or the other to match.

(3.) Article VI C, Line 67: Each party shall have the right to
take in kind, etc—---.

o

(4.) Article VII A, Line 29: Add this sentence - It is not the
intention of the parties that this contract is made or in-
tended for the benefit of any third person.

Article V1I C, Line 60: Change 15 days to read 30 days.




Pacific Enterprises 0il Company (USA)
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(5.) Article XV, Line 63: Add following provisions as C & D:

C. Notwithstanding any other provisions herein, if during
the term of this agreeement, a well is required to be
drilled, deepened, reworked, plugged back, sidetracked,
or recompleted, or any other operation that may be re-
quired in order to (1) continue a lease or leases in
force and effect, or (2) maintain a unitized area or
any portion thereof in force and effect, or (3) earn
or preserve an interest in and to oil and/or gas and
other minerals which may be owned by a third party or
which, failing in such operation, may revert to a
third party, or (4) comply with an order issued by a
regulatory body having jurisdiction in the premises,
failing in which certain rights would terminate, the
following shall apply. Should less than all of the
parties hereto elect to participate and pay their
proportionate part of the costs to be incurred in
such operation, those parties desiring to participate
shall have the right to do so at their sole cost,
risk, and expense. Promptly following the conclusion
of such operation, each of those parties not parti-
cipating agree to execute and deliver an appropriate
assignment to the total interest of each non-parti-
cipating party in and to the lease, leases, or rights
which would have terminated or which otherwise may
have been preserved by virtue of such operation, and
in and to the lease, leases or rights within the
balance of the drilling unit upon which the well was
drilled, excepting, however, wells theretofore com-
pleted and capable of producing in paying quantities.
Such assignment shall be delivered to the participa-
ting parties in the proportion that they bore the

. expense attributable to the non-participating parties'
interest.

D. No production, whether o0il or gas, may be sold from the
lease acreage, or lands pooled therewith, to any party's
subsidiaries, affiliates, or associates, without each
party's prior written consent. All production sold from
the lease acreage, or lands pooled therewith, will be an
arm's length trade with a third party purchaser. It is
expressly agreed if prior written consent is given to a
party selling to themselves, its subsidiaries, affiliates,
or associates, the other parties to this agreement will
have the option to also sell to said purchaser, at the
same or better price. In the event any party hereto,
makes an arm's length trade with a third party purchaser,
the remaining parties will have the option to also sell
at the same or higher price.




Pacific Enterprises 0il Company {(USA)

March 15,
Page 3

(6.)

(7.)

(8.)

(9.)

1990

Article ¥VI: Add Yates Employees '87 Ltd. as signator.

Exhibit "A", II1: Revise percentages to reflect our
purchase of Exxon and Amoco's interest and add Yates
Employees '87 Ltd.

V: Add Yates Employees '87 Ltd., and
bring all Yates entities' notices to the attention
of Michael R. Burch.

Exhibit "C": Please consider using a 1974 COPAS with
the following revisions: .

11T, 2. Overhead-Major construction f£ill in blank with
$25,000.00.

Exhibit "E": Line 5 reword as follows:

5. This agreement shall constitute a separate agreement

v as to each proration unit approved by the applicable
regulatory authority for a pool within the Contract
Area, but such proration unit shall not incude any
producing horizon which 1s not within the vertical
limits of said pool. This agreement shall remain in
force and effect so long as the Operating Agreement
to which it is attached remains in eftect, and shall
inure to the benefit of and be binding upon the part-
ties hereto, their heirs, successors, legal representa-
tives and assigns.

Line 6: Revise as follows:

6. If a proration unit ceases to produce gas and/or liquid

! hydrocarbons in paying quantities before the gas account

is balanced, settlement will be made between the under-
produced and overproduced parties. In making such settle-
ment, the underproduced party or parties will be paid a
sum of money by the overproduced party or parties attri-
butable to the overproduction, which said overproduced
party received, less applicable taxes theretofore paid,
at the applicable price defined below for the delivery
of a volume of gas equal to that for which settlement is
made. For gas, the price of which is not regulated by
federal, state or other governmental agencies, the

price basis shall be the price received for the sale

of the gas. For gas, the price of which is subject to
regulation by federal, state or other governmental




Pacific Enterprises 0Oil Company (USA)

March 15, 1990
Page 4

6A.

authorities, the price basis shall be the rate collect-
ed from time to time, which is not subject to possible
refund, as provided by the Federal Energy Regulatory
Commission or any other governmental authority,
pursuant to final order or settlement applicable

to the gas so0ld from such well, plus any addition-

al 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.

Notwithstanding the provisions of Paragraph 6, it

is expressly agreed that any underproduced party
shall have the optional right, with respect to each
proration unit, to receive a cash settlement bring-
ing such underproduced party's gas account into
balance at any time and from time to time prior to
the final settlement, by first giving each over-
produced party 90 days' written notice of demand

for cash settlement. If such option is so exer-
cised, settlement shall be made (as of 7:00 o'clock
A.M. on the first day of the calendar month following
the date of such written demands) within 90 days
following the actual receipt of such written demands
by the overproduced parties, in the same mannexr pro-
vided for in Paragraph 6. The option provided for in
this paragraph may be exercised, frcm time to time,
but only one time in each calendar year.

If these changes meet with your approval, please submit substitute pages for
our review and signature. Please contact me if you have any questions or want
to discuss this matter further.

Thank you.q,

MRB:cp

Very truly yours,
YATES PETROLEUM CORPORATION

DR B

Michael R. Burch
Landman




PACIFIC ENTERPRISES OIL COMPANY (USA) TELECOPIED

March 29, 1990 SOUTHWEST REGION
200 N. Loraine, #400
£.0. Box 3083
Midfand TX 79702-3083
(915) 684-3861
(915) 684-6426 {Fax)

Mr. Michael R. Burch

Yates Petroleum Company

105 South Fourth Street
Artesia, New Mexico 88210

RE: Red Lake Prospect #6097

Trigg 28 Federal Com #1 Well
Eddy County, New Mexico

Dear Mr. Burch:

Reference is made to your letter of March 15, 1990 and our
telephone conversation of March 28, 1990 concerning the proposed
revisions to the Operating Agreement covering the captioned well.

As we discussed, Pacific Enterprises 0il Company (USA) is
agreeable to amend the subject Agreement to the extent indicated

below:

1. Pacific is agreeable to your revision 1.

2. The correct well location should be 2030‘FNL and 1980‘
FWL.

3. Pacific is not agreeable to your revisions 3 thru 5.

4. Revisions 6 and 7 are no longer applicable.

S. Pacific is agreeable to revision 8 insofar as filling in

the blank for Overhead-Mojor Construction.

6. Pacific is agreeable to revision 9 insofar as number 5
is concerned.

7. Pacific is agreeable to revision 9, number 6 subject to
the following:

Line 1, insert "permanently" after "unit".

Line 2 delete "in paying quantities".

Line 14, insert “less applicable taxes'" at the end
of the sentence.

Line 14 delete "is" and insert "at the time of sale
was"

end of paragraph, add the following "in any event,
no more than the amount actually received less
applicable taxes"
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8. Pacific is not agreeable to revision 9, number 6A.

Should you have any questions or problems, please do not
hesitate to contact me.

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

c
de
M. Traig Cla
Landman .

MCC/dsr

Enclosure




DAVOIL..

Mail Address: P.0. Box 122269 « Fort Worth, Texas 76121-2269 + Tel: 817-737-6678

1990 RIECHEAYIRE:
MAR 2 9 1990

March 27,

M. Craig Clark

Pacific Enterprises 0il Company (USA)
P. O. Box 3083

Midland, Texas 79702-3083

EXPL. & DEVEL

RE: Red Lake Prospect #6097
TRIGG 28 Federal #1 Well
W/2, Sec. 28, T-18S, R-27E
Eddy County, New Mexico

Dear Mr. Clark:

In earlier correspondence with you, Davoil, Inc. wishes
to join in the drilling of the TRIGG 28 Federal #1l Well
with a mutually agreeable operating agreement. We wish
to add the following two clauses to:-the+Operating
Agreement to the referenced, dated February 23, 1990:

ADD TO ARTICLE X. CLAIMS AND LAWSUITS p. 13
Operator agrees that it shall, at first notice
of any claim, notify the parties in writing
and by telephone to report conditions, events,
or accidents that could give rise to a personal
injury or property damage liability claim,
and will assist and coordinate the claims settle-
ment procedure between joint interests and
the third party claimants, Operator further
agrees, 1if operator fails to give notice in
‘“sufficient time for the parties insureds to
respond to c¢laim, then the parties complete
liability, including the principal claim and
all costs and expenses of handling of said
claim shall be born by the Operator and shall
not be chargeable to the Joint Account.

ADD TO EXHIBIT "D" INSURANCE ITEM ITI

Operator agrees that it shall, at first notice
of any claim, notify the parties in writing
and by telephone to report conditions, events,
or accidents that could give rise to a personal

Office: Suite 1208 Ridglea Bank Bldg.. Fort Worth, Texas 76116-5738, Telex 820213.
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injury or property damage 1liability c¢laim, and
will assist and coordinate the claims settlement
procedure between joint interests and the third
party claimants, Operator further agrees, if
operator fails to give notice in sufficient time
for the parties insureds to respond to claim,
then the parties complete 1liability, including
the principal claim and all costs and expenses
of handling of said claim shall be born by the
Operator and shall not be chargeable to the Joint

Account.

If the foregoing conditions are acceptable, please indicate
by signing in the space provided bélow and returning one (1)
copy of this letter to the undersigned at the letterhead
address.

Yours truly,

DEBBIE SINGLETON
Land Department

AGREED TO AND ACCEPTED THIS

DAY OF , 1990.

PACIFIC ENTERPRISES OIL COMPANY (USA)

BY:

TITLE :




BVOIL.

Mail Address: P.O. Box 122269 » Fort Worth, Texas 76121-22683 - Tel: 817-737-6678

1990 RE@@H\W@I@

March 27,

MAR 2 9 1930
M. Craig Clark
Pacific Enterprises 0Oil Company (USA) EXPL. & DEVEL

P. O. Box 3083
Midland, Texas 79702-3083

RE: Red Lake Prospect #6097
TRIGG 28 Federal #1 Well
W/2, Sec. 28, T-18S, R-27E
Eddy County, New Mexico

Dear Mr. Clark:

In earlier correspondence with you, Davoil, Inc. wishes
to join in the drilling of the TRIGG 28 Federal #1 Well
-with a mutually agreeable operating agreement. We wish
to add the following two clauses totrthexOperating
Agreement to the referenced, dated February 23, 1990:

ADD TO ARTICLE X. CLAIMS AND LAWSUITS p. 13
Operator agrees that it 11, at first notice
of any claim, notify tgggz%h%fies in writing
and by telephone to report conditions, events,

. or accidents that could give rise to a personal
injury or property damage 1liability claim,
and will assist and coordinatg the claims settle-
ment procedure between jei%@gl%aterests and

the third party claimants, Opexrater—Ffurther

a —
suffici . . ! ; 3
r -

ADD TO EXHIBIT "D" INSURANCE ITEM III

Operator agrees that it all, at first notice
of any claim, notify tgéésgéé%ées in writing
and by telephone to report conditions, events,
or accidents that could give rise to a personal

Office: Suite 1208 Ridglea Bank Bldg., Fort Worth, Texas 76116-5738, Telex 820213.

»

-.a G . o
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injury or property damage liability claim, and
will assist and coordinate the claims settlement
procedure between jeijg—Jﬂééeres%s and the third
party claimants, Operater—further—agrees,—if

operator—faile-—to—givenotice—in—sufficient—time

for—the—parties—insureds—to—respond—to—claim,
t+hen—the—parties—complete—liability,—ineluding

the-—prinoipal—elaim—and—all—costs—and—expenses
of—handling-—of-said—elaim—shall-be—born—by the
Opera%er—and—sha&i—ae%—be—ehargeab&e—%e—%he—de&at

Account.
If the foregoing conditions are acceptable, please indicate
by signing in the space provided béltow and returning one (1)
copy of this letter to the undersigned at the letterhead
address.

Yours truly,

DEBBIE SINGLETON
Land Department

AGREED TO AND ACCEPTED THIS

DAY OF ., 1990.

PACIFIC ENTERPRISES OIL COMPANY (USA)

BY:

)

TITLE:
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GREAT WESTERN DRILLING COMPANY
Post Otfice Box 1659 « Midland, Texas 79702 « 915/682-5241

March 30, 1990

Re: Operating Agreement
Trigg 28 Federal #1 Well
W/2 Section 28, T-18-S, R-27-E,
Eddy County, New Mexico.

Pacific Enterprises 0il Company (USA)
200 N. Loraine, Suite 400
Midland, Texas 79702-3083

Attention: Mr. M. Craig Clark
Gentlemen:

Attached please find (1) one executed and notarized copy
of signature page to above captioned Agreement. This
Operating Agreement has been executed by Great Western
expressly subject to Article III- Interests of the Parties-
Subsection B, line 15 through line 23 being deleted in its
entirety and the following language substituted therefor.

"payment of royalties which shall
be borne as hereinafter set forth.

Each party entitled to receive a share of production
of 0il and gas from the Contract Area shall bear and
pay or deliver or cause to be paid or delivered to the

~extent of its interest in each lease contributed by
such party to the Contract Area, the royalty and other
payments out of production burdening such lease and
shall hold the other parties free from any liability
therefor'.

All other provisions remain unchanged. In the event the above
conditional acceptance of this Operating Agreement meets

with your acceptance, please sign and return (1) one copy of
this letter to our office.




Page 2
Pacific Enterprises 0il Company (USA)
March 30, 1990

Thank you for your consideration and we look forward to
working with you on this project.

Yours very truly,
GREAT WESTERN DRILLING COMPANY
VIL L. Aerdl K

Mike S. Heathington
Landman

MSH/11

Enclosure

ACCEPTED AND AGREED TO THIS
DAY OF APRIL, 1990.

PACIFIC ENTERPRISES OIL COMPANY (USA)

By:
Title:
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Bonneville Fuels Corporation L’@ng V4 g L@

A Subsidiary of Bonneville Pacific Corporation
MAR 2 6 1990

March 23, 1990
EXPL. & DEVEL,

Pacific Enterprises 0il Company (USA)
P. O. Box 3083
Midland, TX 79702-3083

Attn: Mr. M. Craig Clark
Landman

Re: Red Lake Prospect
Trigg 28 Federal #1 Well

Eddy County, Mew Mexico
Gentlemen:

- Bonneville Fuels Corporation is in receipt of your proposed
Operating Agreement dated February 23, 1990 covering the W/2 of
Section 28, T18S-R27W, Eddy County, New Mexico, relative to the
drilling of the captioned well. Bonneville requests certain
amendment be made to the subject Operating Agreement as follows:

1.) Page 2, Art. III, B. and C. - This language needs to be
amended to reflect the Beneficial Interests of the parties as
to the SW/4 of Section 28 as provided in Exhibit A-1, 2, 3 (as
revised 8/1/78) to that certain Rio Pecos Unit Operating
Agreement dated 4/26/76.

2.) Page 3, Art. IV, B. - Delete lines 18 through 61. In line 63,
replace "other than those set forth in Articles IV.B.1 and
T IV.B.2 above" with "including losses due to title failure".
3.) Exhibit "C" - Copas

a.) Page 1, Art. 3.B - Provide for bills to be paid within
L 30 days. Provide for unpaid balances to bear interest

S vwat a rate of prime plus 1%.
‘b.) 'Page 3, Art. 11, 8, line 5 - Change the reference of 12%
to 8%.
c.) Page 5, Art. 111, 2., line 4. - Fill in $25,000.00 in the
: space provided.
4.) Exhibit "E" - Gas Balancing Agreement - Add as paragraph
number 9: "The parties hereto realize that due to the

liabilities associated with becoming an "underproduced" party

under the terms hereocf, it is not in the best interest of any

N party heretoc to invoke gas balancing. In order to avoid this
\)f situation, Operator shall give notice to non-operators which
“ shall prevent non-operators from involuntarily becoming an
underproduced party. Specifically, Operator shall notify non-
operator of operator's gas marketing arrangements at least 10

1600 Broadwas, Sunte 1O Denver. Coloriado 80202, 0 -ROI-T555 Facsimule MJA-K63 158K
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Pacific Enterprises 0il Company (USA)
March 23, 1990
Page 2

days prior to the start of any production month in order for
the non-operators to either elect to sell its share of gas
production under said marketing arrangement or to concurrently
take its share of production in kind and separately market

same.

If you have any questions or would like to discuss any of the
requests herein, please contact the undersigned at (303) 863-1555.

Very truly yours,
BONNEVILLE FUELS CORPORATION

Y A

L. D. Lillo
Senior Landman

cc/Rio Pecos Corporation
Attn: Mr. Roger Elliott

Yates Petroleum Corporation
Attn: Mr. Mike Burch




PACIFIC ENTERPRISES OIL COMPANY (USA)

SOUTHWEST REGION

March 2, 1990 200 N. Loraine, #400
P.O. Box 3083

Midiand TX 79702-3083
(915) 684-3861
(915) 684-6426 (Fax)

TO: Working Interest Owners
(See Attached List)

RE: Red Lake Prospect #6097

Trigg 28 Federal #1 Well
Eddy County, New Mexico

Gentlemen:

Enclosed for your approval and execution 1is a proposed
Operating Agreement with extra signature and acknowledgment pages,
covering operations for the referenced well.

If everything appears correct, please execute and return one
(1) copy of the extra signature and acknowledgement page to the
attention of the undersigned. Should you have any questions or
problems, please do not hesitate to contact me.

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

(PN

M. Craig -Llark
Landman

MCC/dsr

Enclosure




WORKING INTEREST OWNERS
TRIGG 28 FEDERAL #1 WELL

Yates Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Ms. Kathy Porter

Great Western Drilling Co.
P.O. Box 1659

Midland, TX 79702

Attn: Mr. Mike Heathington

Exxon Company, U.S.A.
P.O. Box 1600

Midland, TX 70702

Attn: Mr. Joe B. Thomas

James L. Alford, Jr.
P.O. Box 489
McComb, MS 39648

J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees

P.O. Box 1733

Midland, TX 79702

Attn: Mr. Richard Moore

Myco Industries, Inc.
105 S. 4th st.

Artesia, NM 88210
Attn: Ms. Kathy Porter

Yatees Drilling Company
105 S. 4th St.

Artesia, NM 88210
Attn: Ms. Kathy Porter

Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, TX 79701

Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, CO 80202

Attn: Mr. Larry Lillo

Read & Stevens, Inc.
P.O. Box 1518
Roswell, NM 88201
Attn: Mr. Joe Wigley

Amoco Production Company
P.O. Box 3092

Houston, TX 77253

Attn: Mr. Houston Kauffman

DEKALB Corporation
1625 Broadway

Denver, CO 80202
Attn: Mr. Keith Ranum

Mr. John H. Trigg
P.O. Box 520
Roswell, NM 88202

ABO Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Ms. Kathy Porter

Davoil, Inc.

P.O. Box 122269

Fort Worth, TX 76121

Attn: Ms. Debbie Singleton

Featherstone Development Co.
1717 West Second Street
Roswell, NM 88201

ATTN: Mr. Joe Featherstone




PACI ENTERPRISES OIL COMPANY (USA)

Mar 9, 1990 SOUTHWEST REGION
200 N. Loraine, #400
P.O. Box 3083
Midland TX 79702-3083
(915) 684-3861
(915) 684-6426 (Fax)

TO: Working Interest Owners
(See Attached List)

RE: Red Lake Prospect #6097
Trigg 28 Federal #1 Well
Eddy County, New Mexico

Gentlemen:

Some of the parties to the Rio Pecos Unit have requested that
the Beneficial Interest provision not be deleted from the Joint
Operating Agreement for the captioned Well. We have therefore
enclosed a revised page 14 to reflect the inclusion of the
Beneficial Interest provision. Also enclosed is a new Exhibit A to
that certain Operating Agreement dated February 23, 1990.

Please signify your acceptance of said revisions by executing
below and returning one (1) copy of this letter to the undersigned.
Should you have any objections to the proposed revision, please
notify us as soon as possible since our Compulsory Pooling Hearing
is scheduled for Wednesday, April 4, 1990.

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

L

‘ M. Craig £Llark

Landman
MCC/dsrx
Enclosure
AGREED TO AND ACCEPTED »s.
this day of ., 1990

YATES PETROLEUM CORPORATION

By:
Name:
Title:

-

7

in__ interests set forth under Column 5 of Exhibit "A-3" to said Opedating




WORKING INTEREST OWNERS
TRIGG 28 FEDERAL #1 WELL

Yates Petroleum Corporation
105 S. 4th st.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Great Western Drilling Co.
P.O. Box 1659

Midland, TX 79702

Attn: Mr. Mike Heathington

James L. Alford, Jr.
P.O. Box 489
McComb, MS 39648

J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the
Moore Trust

P.0O. Box 1733

Midland, TX 79702 ]
Attn: Mr. Richard Moore

Myco Industries, Inc.

105 S. 4th st.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Yates Drilling Company

105 S. 4th st.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, Tg 79701

Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, CO 80202

Attn: Mr. Larry Lillo

Read & Stevens, Inc.
P.0O. Box 1518
Roswell, NM 88201
Attn: Mr. Joe Wigley

DEKALB Corporation

1625 Broadway

Denver, CO 80202

Attn: Mr. Keith Ranum ~

ABO Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Davoil, Inc.

P.0O. Box 122269

Fort Worth, TX 76121
Attn: Ms. Debbie Singleton

Featherstone Development Co.
1717 West Second Street
Roswell, NM 88201

Attn: Mr. Joe Featherstone




O ~3 O8N D e b

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

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, to the valid rules,

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

B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach

t
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
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 {ederal 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 offset-
ting or adjacent to the Contract Area,

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

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

ARTICLE XV, -
OTHER PROVISIONS

A. If, at any time, there 1is more than one operation proposed in
connection with any well subject to this agreement, then unless all
participating parties agree on the sequence of such operations, such proposals
shall be considered and disposed of in the following order of priority:

1. Proposgals to do additional testing, coring or logging.
2. Proposals to attempt completions, Iin ascending order.

3. Proposals to plug back and attempt completions, in
ascending order.

4. Proposals to sidetract the well.

B. This agreement supersedes that certain Operating Agreement dated
april 26, 1976 (as revised August 1, 1978) Dbetween Yates Petroleum
Corporation, as Operator, and Inexco 0il Company, etal, as Non-Operators,
insofar as said Operating Agreement covers the SW/4 of Section 28, Township 18
South, Range 27 East, for all depths below the base of the San Andres to the
top of the Mississippian Chester Limestone, as to all terms and provisions
thereof, provided, however, the ownership interests of the parties in the SW/4
of Section 28 prior to the pooling effectuated by this agreement shall bg, the

interests set forth under Column 5 of Exhibit "A-3" to said Ope¥x

ting
Agreement,

taking into account such interest changes as may be found of gscord
in Eddy County, New Mexico. The interest in production of the parties {4 the
Southwest Quarter (SW/4) of Section 28, Township 18 South, Range 27 East,é;\hall
be governed by the Beneficial Interest in Column 6 of said Exhibit "A- 3




II.

IIT.

Iv.

EXHIBIT "'A"

Attached to and made a part of that certain Operating Agreement
dated February 23, 1990, between Pacific Enterprises 0il Company

(USA), as Operator and Yates Petroleum Corporation, etal, as
Non-Operators.

Land Subiject to this Agreement

West Half (W/2) of Section 28, Township 18 South, Range 27 East,
N.M.P.M., Eddy County, New Mexico.

Depth Restrictions

Below the base of the San Andres to the top of the

Mississippian
Chester Limestone.

Working Interest Percentages of all Parties to this Agreement

WI_ BEFORE PAYOUT WI_ AFTER PAYOQUT

Pacific Enterprises
0il Company (USA)

52.254600% 39.614750%*
John H. Trigg .000000% 12.500000%*
Yates Petroleum Corporation 8.219040%" 8.219040%
Bonneville Fuels Corporation 8.730325% 8.730325%
Great Western Drilling Company 6.750410% 6.750410%
Read & Stevens, Inc. 5.352200% 5.352200%
James L. Alford, Jr. 1.695200% 1.695200%
DEKALB Corporation 0.000000% 0.139850%*
J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the - -
Moore Trust 0.254300% 0.254300%
Featherstone Development
Company 0.050850% 0.050850%
Myco Industries, Inc. 3.539595% 3.539595%
Abo Petroleum Corporation 3.539595% 3.539595%
Yates Drilling Company 3.539595% 3.539595%
Davoil Inc. 3.719240% 3.719240%
Mark D. Wilson 2.355050% 2.355050%

100.000000% 100.000000%

*Assuming that John H. Trigg and DEKALB Corporation
elect to convert their ORRI at payout.

0il and Gas Leases, Assignments and Agreements Subiject
to this Agreement

1. Serial Number: NM-13731
Lessor: United States of America
Lessee:

Read & Stevens, Inc.

Date: June 1, 1971

Acreage Description: West Half of the Southwest
Quarter (W/2SW/4) Section 28,
T-18-S, R-27-E, Eddy County,
New Mexico

2. Serial Number:

Lessor: United States of America

Lessee: Raymend A. Panici

Date: July 1, 1969

Acreage Description: East Half of the Southwest
Quarter (E/2SW/4) Section 28,
T-18-S, R-27-E, Eddy County,
New Mexico

NM-9817

Revised 3-27-90



3. Serial Number: LC 060122

Lessor: United States of America
lLessee: John T. Bonner

Date: April 1, 1948

Acreage Description: Northwest Quarter (NW/4)

Section 28, T-18-S, R-27-E,
Eddy County, New Mexico

4. Assignment of Overriding Royalty Interest dated December 19,
1379 recorded in Book 184, Page 478 of the Eddy County, New
Mexico Records, from John H. Trigg, etux to Yates Exploration
Company of an undivided 2.5% overriding royalty interest

insofar as it covers the NW/4 of Section 28, T-18-S, R-27-E,
Eddy County, New Mexico. )

5. Assignment dated July 1, 1970 recorded in book 74, Page 600
of the Eddy County, New Mexico Records, from Raymond A.
Panici, etux to Inexco 0il Company wherein assignors reserved
a 5% overriding royalty interest insofar as it covers the

E/25W/4 of Section 28, T-18-S, R-27-E, Eddy County, New
‘Mexico
6. Assignment dated March 23, 1976 recorded in Book 145, Page

990 of the Eddy County, New Mexico Records, from Yates
Petroleum Corporation, etal to Mark _D. Wilson of an
overriding royalty interest equal to the difference between
existing burdens and 25% insofar as it covers the SW/4 of
Section 28, T-18-S, R-27-E, Eddy County, New Mexico.

7. Farmout Agreement dated December 1, 1989 by and between John
H. Trigg, etux as Farmor and Rio Pecos Corporation as Farmee

covering the NW/4 of Section 28, T-18-S, R~-27-E, Eddy County,
New Mexico. .

8. Letter Agreement dated February 13, 1990 by and between Rio
Pecos Corporation and Pacific Enterprises 0il Company (USA)

covering the NW/4 of Section 28, T-18-~S, R-27-E, Eddy County,
New Mexico.

9. Farmout Agreement by and between Amoco Production Company and
Pacific Enterprises 0il Company (USA) covering the SW/4 of
Section 28, T-18-S, R-27-E, Eddy County, New Mexico.

10. Farmout Agreement by and between DEKALB Corporation and
Pacific Enterprises 0il Company (USA) covering the SW/4 of
Section 28, T-18-S, R-27-E, Eddy County, New Mexico.

L

Addresses of Parties for Notice Purposes

Yates Petroleum Corporation Bonneville Fuels Corporation
105 S. 4th St. 1600 Broadway, Suite 1110
Artesia, NM 88210 Denver, CO 80202

Attn: Mr. Michael R. Burch Attn: Mr. Larry Lillo
Great Western Drilling Co. Read & Stevens, Inc.

P.O. Box 1659 P.O. Box 1518

Midland, TX 79702 Roswell, NM 88201

Attn: Mr. Mike Heathington Attn: Mr. Joe Wigley
James L. Alford, Jr. DEKALB Corporation

P.0O. Box 489 1625 Broadway

McComb, MS 39648 Denver, CO 80202

A+t Myr. Keith Raniim



J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the
Moore Trust

P.O. Box 1733

Midland, TX 79702

Attn: Mr. Richard Moore

Myco Industries, Inc.

105 S. 4th Sst.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Yates Drilling Company

105 S. 4th St.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, TX 79701

Mr. John H. Trigg
P.0. Box 520
Roswell, NM 88202

Pacific Enterprises

0il Company (USA)

P.O. Box 3083

Midland, TX 79702
Attn: Mr. John E. Lodge

ABO Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Davoil, Inc.

P.O. Box 122269

Fort Worth, TX 76121

Attn: Ms. Debbie Singleton

Featherstone Development Co.
1717 West Second Street
Roswell, NM 88201

ATTN: Mr. Joe Featherstone



PACIFIC ENTERPRISES OIL COMPANY (USA)

F——"N

March 29, 1990 SOUTHWEST nmmg @ d \ylg

200 N. Loraine, #400
P.O. Box 3083

Midland Tx79702-3083  APR 2 1990
(915) 684-3861
(915) 684-6426 (Fax)

TO: Working Interest Owners EXPL & Devel

(See Attached List)

RE: Red Lake Prospect #6097

——— ——— — — f—— ————————— - ——_— {———

Trigg 28 Federal #1 Well
Eddy County, New Mexico

Gentlemen:

Some of the parties to the Rio Pecos Unit have requested that
the Beneficial Interest provision not be deleted from the Joint
Operating Agreement for the captioned Well. We have therefore
enclosed a revised page 14 to reflect the inclusion of the
Beneficial Interest provision. Also enclosed is a new Exhibit A to
that certain Operating Agreement dated February 23, 1990.

Please signify your acceptance of said revisions by executing
below and returning one (1) copy of this letter to the undersigned.
Should you have any objections to the proposed revision, please
notify us as soon as possible since our Compulsory Pooling Hearing
is scheduled for Wednesday, April 4, 1990.

Very truly yours,

PACIFIC ENTERPRISES
OIL COMPANY (USA)

M‘ﬁ “

Landman

MCC/dsr
Enclosure

AGREED TO AND ACCEPTED
this ™ day of Zgecrr |, 1990

Mark D. Wilson
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Qil Wells

Survey Results — 1989

Region: West Texas and Eastern New Mexico-5

Responses
1989 1988
147 214
115 163
42 76
10 26
10 16
32 29

Gas Wells

Monthly Drilling Well Rates

Depth in Feet 1989
But Average

Over Not Over or Mean Median
0- 5,000 $ 3,487 $ 3,000
5,000~ 10,000 4,541 4,000
10,000- 15,000 6,082 5,000
15,000- 20,000 6,042 6,000
20,000 5,679 5,737
No Depth Limit 5,396 5,490

1988
Average
or Mean Median
$ 3,069 $ 3,000
4,066 4,000
4,939 5,000
5,594 5,763
5,554 5,953
4961 5,200

Monthly Producing Well Rates

300
390
500
592
595

1989 1988

Average Average
or Mean Median or Mean Median
$ 3358 3008 318%

438 400 407

581 500 520

649 620 634

619 620 673

541 570 561

530

Responses
1989 1988
115 151
8 119
38 64
11 23
10 15
32 28

Monthly Drilling Well Rates

Depth in Feet 1989
Bur Average

Over Not Over or Mean Median
0- 5000 §$ 3,265 § 3,042
5,000- 10,000 4914 4,000
10,000- 15,000 6,134 5,000
15,000- 20,000 6,049 6,000
20,000 5,674 5,688
No Depth Limit 5,320 5,490

Monthly Producing Well Rates

300
400
500
582
595

1988 1989 1988

Average Average Average
or Mean Median or Mean Median or Mean Median
$ 3202 $3000 % 318% 3008 325%

4,109 4,000 469 400 419
4,940 5,000 566 450 524

5434 5,658 642 620 633

5,506 5,953 620 620 676

5,035 5,000 535 562 567

530
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A.A.P.Lt‘,gqﬁi;{g;elo-1982
MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED

February 23 19 90 |

OPERATOR Pacific Enterprises 0il Company (USA)

CONTRACT AREA Township 18 South, Ranae 27 East, N.M.P.M.

Section 28: West Half

COUNTY -OR—PARSH OF Eddy STATE OF __New Mexico

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,
FORT WORTH, TEXAS, 76102, APPROVED FORM.
A.A.P.L. NO. 610 - 1982 REVISED
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Pacific Enterprises 0il Company (USA)

hereinafter designated and
referred 1o as ‘‘Operator’’, and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
as ‘*Non-Operator’’, and collectively as ‘‘Non-Operators’’.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in

Exhibit ‘*A"’, and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the
production of oil and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

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

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

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

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

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

E. The term *‘drilling unit’’ shall mean the area fixed for the drilling of one well by order or rule of any state or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as 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 to be located.

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

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

-

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

ARTICLE 1I.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
X A. Exhibit “*A°’, shall itvélude the following information:
(1) Identification 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 cil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.

@ B. Exhibit “‘B’", Form of Lease,

M C. Exhibit *‘C"", Accounting Procedure.

@ D. Exhibit **D"", Insurance.

® E. Exhibit “‘E”, Gas Balancing Agreement.

M F. Exhibit ““F*’, Non-Discrimination and Certification of Non-Segregated Facilities.
0 G. Exhibit **G", Tax Partnership.

If any provision of any exhibit, except Exhibits ‘‘E"” and ‘G, is inconsistent with any provision contained m“t}le body
of this agreement, the provisions in the body of this agreement shall prevail. e




O V00O WD W N

—

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

ARTICLE IIIL
INTERESTS OF PARTIES

A. Oil and Gas Interests:

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

B. Interests of Parties in Costs and Production:

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

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

receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to
such higher price.

Nothing contained in this Article III.B. shall be deemed an assignment or cross-assignment of interests covered hereby.

C. Excess Royalties, Overriding Royalties and Other Payments:

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

D. Subsequently Created Interests:

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

timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred
to as ‘*burdened party’'), and:

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

or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest;
and,

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

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

ARTICLE IV,
TITLES

A, Title Examination:

.
Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operatlons or, if

the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned tobe includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, Qverrxdmg
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and[or il 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 possesslon of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Operator shall
cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furmshed to each party
hereto. The cost incurred by Operator in this title program shall be borne as follows:

. ; ‘17 o
O Option No. 1: Costs incurred by Operator in procuring abstracts and title examination (including prehmmary, supg

shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided'ift Exhi
and shall not be a direct charge, whether performed by Operator’s staff attorneys or by outside attorneys.

22-
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A.APL. FORM 010 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE IV
continued

@ Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination
(including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be barne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-:

hibit **A’". Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions.

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

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above
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-
ticipate in the drilling of the well.

B. Loss of Title:

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

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

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

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

(d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title which has

failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party or parties
who bore the costs which are so refunded;

{e) Any liability to account to a third party for prior production of oil and gas which arises by reason of title failure shall be
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and,
{f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest

claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in
connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure 1o make proper payment,
which acquisition will not be sabject to Article VIILB., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

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

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

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of thg interest
lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. ,x
e
3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2. above, shall be j();f;if‘“losses

and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining ‘postion of
the Contract Area. :t 5
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ARTICLE V.,
OPERATOR
A. Designation and Responsibilities of Operator:
Pacific Enterprises 0il Company (USA) 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 two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit **A"’ remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M., on the
first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action
by the 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 two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit **A"’; provided, however, if an Operator which has been removed fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more 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.

N

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the__1St day of May

, 19 90 , Operator shall commence the drilling of a well for
oil and gas at the following location:

2030' FNL and 1980' FWL of Section 28, T-18-S, R-27-E, Eddy County, New Mexico

%
and shall thereafter continue the drilling of the well with due diligence to test the Morrow Formation or.‘{to a
depth of 10,000 feet, whichever is the lesser.

o
Fya
i

A

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling 1mpractx§al 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 011 and
gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or form tlo:its, in whlch
event Operator shall be required to test only the formation or formations to which this agreement may apply

[V-SPRN §
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ARTICLE VI
continued

lf, 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.]. shall thereafter apply.

B. Subsequent Operations:

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

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all 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) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article 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 to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than Al Parties: If any party receiving such notice as provided in Article VI.B.1. er VILD.1. (Option
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 notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-

senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-
ditions of this agreement.

If less than all parties ap;;ove any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit ‘“A’* or (b) carry its proportionate part of Non-Consenting Parties’ interests, and
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for

* such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,

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

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved,in such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenung Parties.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface 1ocau§>;1 at their
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article resultsi ‘in a pro-
ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost,c&ﬁd risk,
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ARTICLEVI
continued
and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting
Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-

terests not excepted by Article [II.D. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the total of the following:

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

®) 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,
after deducting any cash contributions received under Article VIILC.,and 30Q % of that portion of the cost of newly acquired equip-

ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had
participated 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 ther&in. If

such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VI.B. shall be ap-
plicable as between said Consenting Parties in said well.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share of production, or the
proceeds therefrom, Consenting 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 to Non-Consenting Party’s share of production not excepted by Ar-
ticle III.D.

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

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

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

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

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

3, Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished 1o the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing 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 to the terms of the second gram-
matical paragraph of Article VLB.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion

each Consenting Party’s interest as shown on Exhibit ‘*A’”" bears to the total interest as shown on Exhibit *‘A"’ of all Consenting Par-
ties.

-

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to 1 ‘‘deepening’’ operation shall
also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole
location (herein called *‘sidetracking’’), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

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

o

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

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each ejgsting par-
ty's interest as shown on Exhibit ‘A" bears to the total interest as shown on Exhibit **A’" of all the electing parties. In alj 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 trom/the qutrqct Area,
exclusive of production which may be used in development and producing operations and in preparing and treatmg oxl and gas for
marketxng purposes and production unavoxdably lost. Any extra expenditure incurred in the takmg in kind or separa(e dlsgoauon by any
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ARTICLE VI
continued

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

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from

the Contract Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the purchaser thereof for
its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not
the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking party at the
best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously
delivered to a purchaser. Any purchase or sale by Operator of any other party’s share of oil shall be only for such reasonable periods of

time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
of one (1) year.

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

D. Access to Contract Area and Information:

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

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

E. Abandonment of Wells:

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

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within
thirty (30) days after receipt of gotice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other
parties its proportionate share of the value of the well’s salvable material and equipment, determined in accordance with the provisions of
Exhibit *‘C’’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit




DO~ ONAD NN

PO b= b e b b b e bes b b
NRURNREBSBS YA cusrw RO

w S SN
O R B N S i N O A B LB LD W L W W W W W W)WY N
Egiﬁo&ﬂg\wﬁbwmmoom\:o\nﬁwmp—O\ooo\zo\.n.bmmo—o@oo

62

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

ARTICLE VI
continued

“B". The assignments or leases so limited shall encompass the *‘drilling unit'* upon which the well is located. The payments by, and the
assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the

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

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to

repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
visions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VL.E.2. above shall be applicable as between
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified

of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article
VLE.

ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

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

B. Liens and Payment Defaults:

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

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

reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph.
N~

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the development
and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-

tionate shares upon the expense basis provided in Exhibit *‘C"’. Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such esumu;e within
fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, t[xe, amount
due shall bear interest as provided in Exhibit *‘C’’ until paid. Proper adjustment shall be made monthly between advances and xc(ual ex-
pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well drilled
pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall mclud’ei‘
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continued

J Option No. 1: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including
necessary tankage andfor surface facilities.

X Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight
(48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall
constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than alt of the parties,
elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase ‘‘reworking, deepening or plugging

back’’ as contained in Article V1.B.2. shall be deemed to include **completing’') shall apply to the operations thereafter conducted by less
than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall

include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage
and/or surface facilities.

3. Other Operations: Without the consent of all parties, Operator shall not undertake any singie project reasonably estimated
to require an expenditure in excess of Twenty Thousand and no/100 ___Dollars (3 20,000.00 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
1o deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting
an information copy thereof for any single project costing in excess of Twenty Thousand and no/100
Dollars ($.20,000, 00 ) but less than the amount first set forth above in this paragraph.

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

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for ind on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-

ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
visions of Article IV.B.2.

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

F. Taxes:
.

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

value generated by each party’s working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit “‘C*".

.

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time andi'f,rmanner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to fiii}il deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes’ ‘and any
interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for the.iofnt ac-

count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as
provided in Exhibit *‘C"’,
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ARTICLE VII
continued

G. Insurance:

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

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

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

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

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor’s or surrendering
party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage

assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, and
shall have the right for a period of thirty (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 paying to the party who acquired it their several proper pro-

portionate shares of the acquxsmon 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.

If 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 to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein
by the acquiring party.

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, or taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease takeb 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;ub]ect to
the provisions of this agreement.

The provisions in this Article shall also be applicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of A we]l or; any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operat;on apd shall be
applxed by it against the cost of such drilling or other operation. If the contrlbuuon be in the form of acreage the party (o‘whp"ffx the con-
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ARTICLE VI
continued

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

If any party contracts for any consideration relating to disposition of such party’s share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIIL.C.

D. Maintenance of Uniform Interest:

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

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

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

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

E. Waiver of Rights to Partition:

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

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

Should—ary—parey-dente—to—ge i or R oo ot e Ot et B F R GimH HHG=AEHH F OBt el

Area, it shall promptly give written notice to the other parties, with full information concerning its proposed sale, whi ;
name and address of the prospective purchaser (who must be ready, willing and able to purchase), the-parcifase price, and all other terms

> ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects to be excluded
from the application of all of the provisions of Subchapter **K'’, Chapter 1, Subtitle **A’", of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such party shall execute such documents and furnish such other evidence as may be required-by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the'COntract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter “'K™’, Chapter 1,
Subtitle ““A™", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Codé is per-
mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing elec-

tion, each such party states that the income derived by such party from operations hereunder can be adequately determined wﬁhout the
computation of partnership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed Ten Thousand and no/100 Dollars
(s 10,000.00 Yand if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
sued on account of any matter arising 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, wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation to make money payments, that party shall give to all other parties prompt written notice 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 reasonable
diligence to remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all reasorable dispatch shall not require the settlement of strikes,

lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely
within the discretion of the party concerned.

The term '‘force majeure’”’, as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, fire, storm, 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 is
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 telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit ‘*A"’. The originating notice given under any provision hereof
shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

ARTICLE XIIL
TERM OF AGREEMENT

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

0J Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part
of the Contract Area, whether by production, extension, renewal or otherwise.

X Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this
agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production, and for an additional period of 90 days from cessation of all production; provided,
however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the
well described in Article VLA, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, §€ capable
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework
ing operations are commenced within -9 days from the date of abandonment of said well.

,.p

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

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

B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
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 New Mexico
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 offset-
ting or adjacent to the Contract Area.

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

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

ARTICLE XV.
OTHER PROVISIONS

A. If, at any time, there 1is more than one operation proposed in
connection with any well subject to this agreement, then unless all
participating parties agree on the sequence of such operations, such proposals
shall be considered and disposed of in the following order of priority:

1. Proposals to do additional testing, coring or logging.
2. Propdsals to attempt completions, in ascending order.

3. Proposals to plug back and attempt completions, in
ascending order.

4. Proposals to sidetract the well.

B. This agreement supersedes that certain Operating Agreement dated
April 26, 1976 (as revised August 1, 1978) between Yates Petroleum
Corporation, as Operator, and Inexco 0il Company, etal, as Non-Operators,
insofar as said Operating Agreement covers the SW/4 of Section 28, Township 18
South, Range 27 East, for all depths below the base of the San Andres to the
top of the Mississippian Chester Limestone, as to all terms and provisions
thereof, provided, however, the ownership interests of the parties in the SW/4
of Section 28 prior to the pooling effectuated by this agreement shall bg.. the
interests set forth under Column 5 of Exhibit "A-3" to said Opesating
Agreement, taking into account such interest changes as may be found of ﬁgcord
in Eddy County, New Mexico. The interest in production of the parties i#: the
Southwest Quarter (SW/4) of Section 28, Township 18 South, Range 27 Eastjﬁﬁall
be governed by the Beneficial Interest in Column 6 of said Exhibit "A-3"5p

214 -




@~ O DWW

[
E\G;GN'—O\D

NN R NN e
BENRDRENES ST

(v W WY
1322322 TCSYLURUREINLEELEAESRENEBEREIES PURREY

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

ARTICLE XVI.
MISCELLANEOUS

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

This instrument may be 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 __237d _ day of ___February 19_90

OPERATOR
PACIFIC ENTERPRISES OIL COMPANY (USA)

y s

éjﬁbhn E. Lodge—~

Land Manager

NON-OPERATORS

YATES PETROLEUM CORPORATION BONNEVILLE FUELS CORPORATION
GREAT WESTERN DRILLING COMPANY READ & STEVENS, INC.
EXXON COMPANY, U.S.A. AMOCO PRODUCTION COMPANY

DEKALB CORPORATION

(g

JAMES L. ALFORD, JR.

J. HIRAM MOORE, BETTY JANE MOORE, FEATHERSTONE DEVELOPMENT COMPANY
MICHAEL HARRISON MOORE, TRUSTEES

OF THE MOORE TRUST

MYCO INDUSTRIES, INC. ABO PETROLEUM CORPORATION

YATES DRILLING COMPANY DAVOIL INC.

MARK D. WILSON JOHN H. TRIGG

-15-




STATE OF TEXAS }
)
COUNTY OF MIDLAND }

This instrument was acknowledged before me on March 5th, 1990,
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY

(USA), a California Corporation. ;)
/7<£iﬂ&i<:)é;MUnvn§/ ié;QZJ

My Commiseion Expires: Notary Public in afd for

7-25-91 the State of Texas
Notary’s Printed Name:
Diedre Schiemenz Rush

[ CORPORATION]
STATE  OF )
)
COUNTY OF }
This instrument was acknowledged before me on March ___, 1990,
by ’ of 4
a Corporation. .
My Commission Expires: Notary Public in and for
the State of Texas
Notary’s Printed Name:
o (INDIVIDUAL]
STATE OF )
}
COUNTY OF }
This instrument was acknowledged before me on March , 1990,
by L]
My Commission Expires: Notary Public in and for

the State of Texas
Notary’s Printed Name:
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ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall be effective as of ___237d__ day of ___February 19_90

OPERATOR
PACIFIC ENTERPRISES OIL COMPANY (USA)

D22t
ohn E. Lodge—"
Land Manager

NON-OPERATORS
YATES PETROLEUM CORPORATION BONNEVILLE FUELS CORPORATION

GREAT WESTERN DRILLING COMPANY READ & STEVENS, INC.

EXXON CCMPANY, U.S.A. AMOCO PRODUCTION COMPANY

DEKALB CORPORATION

-0 / Jiflﬁ//ﬁé ‘/*"Q} /%/)

JAMES' ). ALFORD, JR. ()
k/ v

J. HIRAM MOORE, BETTY JANE MOORE, FEATHERSTONE DEVELOPMENT COMPANY
MICHAEL HARRISON MOORE, TRUSTEES

OF THE MOORE TRUST

MYCO INDUSTRIES, INC. ABO PETROLEUM CORPORATION

YATES DRILLING COMPANY DAVOIL INC.

MARK D. WILSON

JOHN H. TRIGG

-15-




STATE OF TEXAS )
)
COUNTY OF MIDLAND }

This instrument was acknowledged before me on March 5th, 1990,
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY

(USA), a California Corporation. 4 E
-/'/C'é{' Ul X WM S /( L2 L)

My Commission Expires: Notary Public in and_¥or

7-25-91 the State of Texas
Notary’s Printed Name:
Diedre Schiemenz Rush

[ CORPORATION]

STATE OF )
)
COUNTY OF )

This instrument was acknowledged before me on March , 1990,
by ‘ of ' -
a Corporation.

My Commission Expires: Notary Public in and for
. the State of Texas
Notary’s Printed Name:
- [INDIVIDUAL]
STATE OF Mississippi)
}
COUNTY OF Pike }

This instrument was acknowledged before me on March 8th, 1990,

by James L., Alford, Jdr. . —

PBonaie % Fooeizr
Notary Public in and for
the State of %¥xh%X MISSISSIPPI
Notary’s Printed Name:

Bonnie K. Prescott

My Commission Expires:
s/24/92
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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
7 This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes.
8
9 IN WITNESS WHEREOF, this agreement shall be effective as of ___237d_ day of ___February 19_90
10
11
12 OPERATOR
13 PACIFIC ENTERPRISES OIL COMPANY (USA)
14
15
16
; //é” %/ —
18 ohn E. Lodge=—"
19 Land Manager
20 .
21
22 NON-OPERATORS
23 YATES PETROLEUM CORPORATION BONNEVILLE FUELS CORPORATION
24 -
25
26
27
28
323 GREAT WESTERN DRILLING COMPANY READ & STEVENS, INC.
31
32
33
34
35 EXXON COMPANY, U.S.A. AMOCO PRODUCTION COMPANY
36
kY
38
39
40
a1 DEKALB CORPORATION
42
43
44
45 —
46
47 JAMES L. ALFORD, JR.
48
49 J. HIRAM MOORE, BETTY JANE MOORE, FEATHERSTONE DEVELOPMENT COMPANY
50 MICHAEL HARRISON MOORE, TRUSTEES
51  OF THE MOORE TRUST
52
53
z‘; MYCO INDUSTRIES, INC. ABC PETROLEUM CORPORATION
56
57
58
59
60 YATES DRILLING COMPANY DAVOIL INC.
61
62
63
64
65
66
67
68

[oN]

v i
?@& MARK D. WILSON JOHN H. TRIGG
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STATE OF TEXAS }
)
COUNTY OF MIDLAND }

This instrument was acknowledged before me on March 5th, 1990,
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY

(USA), a California Corporation. , ;)
1/(
J7<;Q5qu::>%£ﬂugu7«; [;aaxg -

My Commission Expires: Notary Public in and _for

7-25-91 the State of Texas
Notary’s Printed Name:
Diedre Schiemenz Rush

[CORPORATION]
STATE OF __TEXAS )
}

COUNTY OF _ MIDLAND }

_:\‘ffhiS(instrument was acknowledged before me on March 20, 1990,
by Mark D Wilson , _President of RIOQ PECOS CORPORATIUR ,
;@ New Mexico- .Corporation.

o ," . \. : , ' %—ﬂicw—p«'— 7/' /"4—%@‘

My Commission Expires: Notary Public in and fet

Oct. 9, 1992 the State of Texas

Notary’s Printed Name:
Sharon K. Hickey

. [ INDIVIDUAL]
STATE OF }
}
COUNTY OF }
This instrument was acknowledged before me on March , 1990,
by .
My Commission Expires: Notary Public in and for

the State of Texas
Notary’s Printed Name:
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ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall be effective as of __237d__ day of ___February 19_90
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YATES PETROLEUM CORPORATION

GREAT WESTERN DRILLING COMPANY

EXXON COMPANY, U.S.A.

L

JAMES L. ALFORD, JR.

J. HIRAM MOORE, BETTY JANE MOORE,
MICHAEL HARRISON MOORE, TRUSTEES
OF THE MOORE TRUST

MYCO INDUSTRIES, INC.

YATES DRILLING COMPANY

MARK D. WILSON
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OPERATOR
PACIFIC ENTERPRISES OIL COMPANY (USA)

Doz

ohn E. Lodge—"

Land Manager

NON-OPERATORS

BONNEVILLE FUELS CORPORATION

READ & STEVENS, INC.

P

Charles B. Read, President

AMOCO PRODUCTION COMPANY

DEKALB CORPORATION

FEATHERSTONE DEVELOPMENT COMPANY

ABO PETROLEUM CORPORATION

DAVOIL INC.

JOHN H. TRIGG




STATE OF TEXAS }

; }
COUNTY OF MIDLAND )

This instrument was acknowledged before me on March 5th, 1990,
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY

(UsSA), a California Corporation. , 2}

;/A/{J;th \//;ijqu, [ au(/
My Commission Expires: Notary Public in and_for
7-25-91 the State of Texas

Notary’s Printed Name:
Diedre Schiemenz Rush

[ CORPORATION]

-

STATE OF NEW MEXICO )
)
COUNTY OF CHRVES }
This instrument was acknowledged before me on March 9th, 1990,
by _charles B. Read ' President of Read & Stevens, Inc. .
a _ New Mexico Corporation.
- Tt ¥ Fd—
My Commission Expires: Notary “Public in and %ox’
_8-11-90 ’ the State of Bex=s VMM&O

Notary’s Printed Name:
Randall Fort

g {INDIVIDUAL)]
STATE OF }
)
COUNTY OF )
This instrument was acknowledged before me on March , 1990,
by .
My Commission Expires: Notary Public in and for

the State of Texas
Notary'’s Printed Name:
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ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall be effective as of ___237d  day of ___February 19_90

OPERATOR
PACIFIC ENTERPRISES OIL COMPANY (USA)

Doz

ohn E. Lodge=—"
Land Manager

NON-OPERATORS
YATES PETROLEUM CORPQRATION BONNEVILLE FUELS CORPORATION

GREAT WESTERN DRILLING COMPANY READ ‘& STEVENS, INC.

Jln 7 s I

Alan T. Davis, President
EXXON COMPANY, U.S.A.

AMOCO PRODUCTION COMPANY

DEKALB CORPORATION

-

JAMES L. ALFORD, JR.

J. HIRAM MOORE, BETTY JANE MOORE, FEATHERSTONE DEVELOPMENT COMPANY
MICHAEL HARRISON MOORE, TRUSTEES

OF THE MOORE TRUST

MYCO INDUSTRIES, INC. ABO PETROLEUM CORPORATION

YATES DRILLING COMPANY DAVOIL INC.

MARK D. WILSON

JOHN H. TRIGG

-15-




STATE OF TEXAS )
}
COUNTY OF MIDLAND }

This instrument was acknowledged before me on March 5th, 1990,
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY

(USA), a California Corporation. , /;]
///
J7<E23i»ft:ZXZgumhb»C.Kiaa[J

My Commission Expires: Notary Public in and for

7-25-91 the State of Texas
Notary’s Printed Name:
Diedre Schiemenz Rush

{ CORPORATION]

STATE OF TEXAS }
}
COUNTY OF _ MIDLAND )

This instrument Mvas acknowledged before me on March _ 22, 1990,

by Alan T. Davis , _President of Great Western Drilling Company
a Texas Corporation. v

My Commission Expires: Notary Public in and fo
11-30-92 the State of Texas

............. _ 'NOtﬁ??*% Printed Name:
&“wﬁghldvenns LITTLE

* | Notary Public, State of Texas
...... 5/ My Comm. Exp. 11-30-82

o (INDIVIDUAL]
STATE OF )
}
COUNTY OF )
This instrument was acknowledged before me on March , 1990,
by .
My Commission Expires: Notary Public in and for

the State of Texas
Notary’s Printed Name:




EXHIBIT “AY

Attached to and made a part of that certain Operating Agreement
dated February 23, 1990, between Pacific Enterprises 0Oil Company

(USA), as Operator and Yates Petroleum Corporation, etal, as
Non-Operators.

I. Land Subiject to this Agreement

West Half (W/2) of Section 28, Township 18 South, Range 27 East,
N.M.P.M., Eddy County, New Mexico.

IT. Depth Restrictions

Below the base of the San Andres to the top of the Mississippian
Chester Limestone.

IIT. Working Interest Percentages of all Parties to this Agreement
WI BEFORE PAYOQOUT WI AFTER PAYQUT
Pacific Enterprises
0il Company (USA) 52.254600% 39.614750%*
John H. Trigg .000000% 12.500000%*
Yates Petroleum Corporation 8.219040% 8.219040%
Bonneville Fuels Corporation 8.730325% 8.730325%
Great Western Drilling Company 6.750410% 6.750410%
Read & Stevens, Inc. 5.352200% 5.352200%
James L. Alford, Jr. 1.695200% 1.695200%
DEKALB Corporation 0.000000% 0.139850%~*
J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the .
Moore Trust 0.254300% 0.254300%
Featherstone Development
Company 0.050850% 0.050850%
Myco Industries, Inc. 3.539595% 3.539595%
Abo Petroleum Corporation 3.539595% 3.539595%
Yates Drilling Company 3.539595% 3.539595%
Davoil Inc. 3.719240% 3.719240%
Mark D. Wilson 2.355050% 2.355050%
100.000000% 100.000000%
*Assuming that John H. Trigg and DEKALB Corporation
elect to convert their ORRI at payout.
>
Iv. 0il and Gas leases, Assignments and Agreements Subject
to this Agreement
1. Serial Number: NM-13731
lessor: United States of America
Lessee: Read & Stevens, Inc.
Date: June 1, 1971
Acreage Description: West Half of the Southwest

Quarter (W/2SW/4) Section 28,
T-18-S, R-27-E, Eddy County,
New Mexico

2. Serial Number: NM-9817
Lessor: United States of America
Lessee: Raymond A. Panici
Date: July 1, 1969
Acreage Description: East Half of the Southwest

Quarter (E/2SW/4) Section 28,
T-18-S, R-27~E, Eddy County,
New Mexico

Revised 3-27-90



3. Serial Number: LC 060122

Lessor: United States of America
Lessee: John T. Bonner

Date: April 1, 1948

Acreage Description: Northwest Quarter (NW/4)

Section 28, T-18-S, R-27-E,
Eddy County, New Mexico

4, Assignment of Overriding Royalty Interest dated December 19,
1979 recorded in Book 184, Page 478 of the Eddy County, New
Mexico Records, from John H. Trigg, etux to Yates Exploration
Company of an undivided 2.5% overriding royalty interest
insofar as it covers the NW/4 of Section 28, T-18-S, R-27-E,
Eddy County, New Mexico.

5. Assignment dated July 1, 1970 recorded in book 74, Page 600
of the Eddy County, New Mexico Records, from Raymond A.
Panici, etux to Inexco 0il Company wherein assignors reserved
a 5% overriding royalty interest insofar as it covers the

E/2SW/4 of Section 28, T-18-S, R-27~E, Eddy County, New
Mexico

6. Assignment dated March 23, 1976 recorded in Book 145, Page
990 of the Eddy County, New Mexico Records, from VYates
Petroleum Corporation, etal to Mark D. Wilson of an
overriding royalty interest equal to the difference between
existing burdens and 25% insofar as it covers the SW/4 of
Section 28, T-18-S, R-27-E, Eddy County, New Mexico.

7. Farmout Agreement dated December 1, 1989 by and between John
H. Trigg, etux as Farmor and Rio Pecos Corporation as Farmee

covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County,
New Mexico. .

8. Letter Agreement dated February 13, 1990 by and between Rio

Pecos Corporation and Pacific Enterprises 0il Company (USA)

covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County,
New Mexico.

9. Farmout Agreement by and between Amoco Production Company and
Pacific Enterprises 0il Company (USA) covering the SW/4 of
Section 28, T-18-S, R-27-E, Eddy County, New Mexico.

10. Farmout Agreement by and between DEKALB Corporation and
Pacific Enterprises 0il Company (USA) covering the SW/4 of
Section 28, T-18-S, R-27-E, Eddy County, New Mexico.

P

Addresses_of Parties for Notice Purposes

Yates Petroleum Corporation Bonneville Fuels Corporation
105 S. 4th St. 1600 Broadway, Suite 1110
Artesia, NM 88210 Denver, CO 80202

Attn: Mr. Michael R. Burch Attn: Mr. Larry Lillo
Great Western Drilling cCo. Read & Stevens, Inc.

P.O. Box 1659 P.O. Box 1518

Midland, TX 79702 Roswell, NM 88201

Attn: Mr. Mike Heathington Attn: Mr. Joe Wigley
James L. Alford, Jr. DEKALB Corporation

P.O. Box 489 1625 Broadway

McComb, MS 39648 Denver, CO 80202

Attn: Mr. Keith Ranum



J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the
Moore Trust

P.O. Box 1733

Midland, TX 79702

Attn: Mr. Richard Moore

Myco Industries, Inc.

105 S. 4th Sst.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Yates Drilling Company

105 S. 4th St.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, TX 79701

Mr. John H. Trigg
P.0O. Box 520
Roswell, NM 88202

Pacific Enterprises

0il Company (USA)

P.O. Box 3083

Midland, TX 79702
Attn: Mr. John E. Lodge

ABO Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Mr. Michael R. Burch

Davoil, Inc.

P.O. Box 122269

Fort Worth, TX 76121

Attn: Ms. Debbie Singleton

Featherstone Development Co.
1717 West Second Street
Roswell, NM 88201

ATTN: Mr. Joe Featherstone



EXHIBIT "“A"

Attached to and made a part of that certain Operating Agreement
dated February 23, 1990, between Pacific Enterprises 0il Company
(USA), as Operator and Yates Petroleum Corporation, etal, as
Non-Operators.,

I. Land Subiject to this Agreement

West Half (W/2) of Section 28, Township 18 South, Range 27 East,
N.M.P.M., Eddy County, New Mexico.

1T, Depth Restrictions

Below the base of the San Andres to the top of the Mississippian
Chester Limestone.

IIT. Working Interest Percentages of all Parties to this Agreement
WI BEFORE PAYOUT WI AFTER PAYOUT

Pacific Enterprises

0il Company (USA) 50.000000% 37.500000%~*
John H. Trigg .000000% 12.500000%%*
Yates Petroleum Corporation 6.181390% 6.181390%
Bonneville Fuels Corporation 8.730325% 8.730325%
Great Western Drilling Company 6.750410% 6.750410%
Read & Stevens, Inc. 5.352200% 5.352200%
Exxon Company, U.S.A. 2.037650% 2.037650%
Amoco Production Company 1.695200% 1.695200%
James L. Alford, Jr. 1.695200% 1.695200%
DEKALB Corporation 0.559400% 0.559400%

J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the

Moore Trust 0.254300% 0.254300%

Featherstone Development
Company 0.050850% 0.050850%
Myco Industries, Inc. 3.539595% 3.539595%
Abo Petroleum Corporation 3.539595% 3.539595%
Yates Drilling Company 3.539595% 3.539595%
Davoil Inc. 3.719240% 3.719240%
Mark D. Wilson 2.355050% 2.355050%
7 100.000000% 100.000000%

*Assuming that John H. Trigg elects to convert his ORRI at payout.

Iv. 0il and Gas Leases_and Agreements Subject to this Agreement
1. Serial Number: NM-13731
Lessor: United States of America
Lessee: Read & Stevens, Inc.
Date: June 1, 1971
Acreage Description: West Half of the Southwest

Quarter (W/2SW/4) Section 28,
T-18-S, R-27-E, Eddy County,
N=w Mexico

2. Serial Number: NM~-9817
Lessor: United States of America
Lessee: Raymond A. Panici
Date: July 1, 1969
Acreage Description: East Half of the Southwest

Quarter (E/2SW/4) Section 28,
T-18-S, R-27-E, Eddy County,
New Mexico



3. Serial Number:

LC 060122

Lessor: United States of America
Lessee: John T. Bonner
Date: April 1, 1948

Acreage Description:

Northwest Quarter (NW/4)

Section 28, T-18-S, R-27-E,
Eddy County, New Mexico

4. Farmout Agreement dated December 1, 1989 by and between John H.
Trigg, et ux as Farmor and Rio Pecos Corporation as Farmee
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County,

New Mexico.

5. Letter Agreement dated February 13, 1990 by and between Rio
Pecos Corporation and Pacific Enterprises 0il Company (USA)
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County,

New Mexico

Addresses of Parties for Notice Purposes

Yates Petroleum Corporation
105 S. 4th st.

Artesia, NM 88210

Attn: Ms. Kathy Porter

Great Western Drilling cCo.
P.O. Box 1659

Midland, TX 79702

Attn: Mr. Mike Heathington

Exxon Company, U.S.A.
P.O. Box 1600

Midland, TX 70702

Attn: Mr. Joe B. Thomas

James L. Alford, Jr.
P.O. Box 489
McComb, MS 39648

J. Hiram Moore, Betty Jane
Moore, Michael Harrison
Moore, Trustees of the
Moore Trust,.

P.O. Box 1733

Midland, TX 79702

Attn: Mr. Richard Moore

Myco Industries, Inc.
105 S. 4th st.

Artesia, NM 88210
Attn: Ms. Kathy Porter

Yates Drilling Company
105 S. 4th St.

Artesia, NM 88210
Attn: Ms. Kathy Porter

Mr. Mark D. Wilson
110 W. Louisiana, Suite 210
Midland, TX 79701

Mr. John H. Trigg
P.O. Box 520
Roswell, NM 88202

Bonneville Fuels Corporation
1600 Broadway, Suite 1110
Denver, CO 80202

Attn: Mr. Larry Lillo

Read & Stevens, Inc.
P.O. Box 1518
Roswell, NM 88201
Attn: Mr. Joe Wigley

Amoco Production Company
P.O. Box 3092

Houston, TX 77253

Attn: Mr. Houston Kauffman

DEKALB Corporation
1625 Broadway

Denver, CO 80202
Attn: Mr. Keith Ranum

Pacific Enterprises

0il Company (USA)

P.O. Box 3083

Midland, TX 79702
Attn: Mr. John E. Lodge

ABO Petroleum Corporation
105 S. 4th St.

Artesia, NM 88210

Attn: Ms. Kathy Porter

Davoil, Inc.

P.O. Box 122269

Fort Worth, TX 76121

Attn: Ms. Debbie Singleton

Featherstone Development Co.
1717 West Second Street
Roswell, NM 88201

ATTN: Mr. Joe Featherstone




EXHIBIT '"B"

Attached to and made a part of that certain Operating Agreement
dated February 23, 1990, between Pacific Enterprises 0il Company
(UsSA), as Operator and Yates Petroleum Corporation, etal, as
Non-Operators.

There is not EXHIBIT "B" to this Agreement.
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EXHIBIT vc T

Auached to and made a part of —that certain Operating Agreement dated February 23,1990

etween Pacific Enterprises 01l Company (USA), as Operator and Yates
etroleum Corporation, etal, as Non-Operators. :

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions

is attached.

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting Procedury

“Joint Operations” shall mean al! operations necessary or proper for the development, operation, protection and i
nance of the Joint Property.

IR RN

Joint Account” shall mean the account showing the charges paid and credits veceived in the conduct ¢f the Joint Opue

tions and which are w be shared by the Parties.

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

“Non-Operators” shail mean the Parties o this agreement other than the Operator.
“Parties” snall mean Operator and Non-Operators.

“Pirst Level Supervisors” shal! mean those employees whose primary function in Joint Operations is the direct supervisiv:

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, geologival ov other profos
sional skills, and whose primary funciion in Joint Operations is the handling of specific operating conditions and problen s
for the benefil of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator's employees.
“Material” sha!l mean personal property, equipment or supplies acquired or held {or use ¢n the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classificution Munui;

most recently recommended by the Council of Petroleum Accountants Societies.

Statement and Billings

o

Operator shall bill Non-Operators on or before the last day of each month for their proportionate shure of the Joint Ac:
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure,

detail.

Advances and Payments by Non-Operators

A.

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators o advincee ther

lease or facility, and a!l charges und credits summarized Ly appropriate clussifications of investment and expense exeer:
that items of Controilable Material and unusual charges and credits shull be separately identified and Milly descritiod

share of estimated cash quilay for the succeeding month's operation within fifteen (157 duys alter veceipt ol the bil

ing or by the {irst day of the month for which the advance is required, whichever is later, Operator shull adjust viv

monthly dilling to reflect advances received from the Non-Operators.

Each Non-Operator shall pay its proportion of all bills as rendered within fifteen
(15) days

after receipt. 1f peyment is not made within such time, the unpaid
balance shall bear interest monthly on the first day of thae month in which

delinquency occurs, 8t the rate of fifteen percent (15) per annum or the maximum
contrect rate permitted by the applicable usury laws in the state in which the
Joint Property is located, whichever is the lesser, plus attorney's fees, court
costs, and other costs in connection with the collection of unpaid amounts.

Adjustments

Payment of any such biH_s shall rot prejudice the right of any Non-Operator 1o protest or question the currectiess thereol;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar veur shall con-

clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar veur

urless 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

Material as provided for in Section V.

period, The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllabe

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.

1
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5.

‘r' L

Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operaturs, shull .hu'.'c Lnel fxgmrw i.lligllzl) %ifnlulh
1or's accounts and records relating to the Joint Account for any calendar year within L.he‘ wlulnly- O'ULI 24) month
period foilowing the end of such calendar year; provided, however, the making of an a_ud;)t sha .nor: g,\ fe?}‘is SouALIi :'._
for the taking of written exception ¢ and the adjustments of accounts as provided for in aragrldp ! 0 L is Se .Lvl‘
1. Where there are two or more Non-Operators, the Non-Operators shall make every reason}ak?'e e .Y:)'Illl L?--Lu- a ;mt.
joint audit in a raznner which will result in a minimum of inconvenience o the Operator. Opu:dém s”a elth uu'dw
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed Lo'by‘nhg pexh.uo'rl.._ ne-mo'\ »
shal]l not be conducted more than once each year without prior approv‘al of Operawr,. excep‘x_ uwpo‘x\ &he' xL;x\g ation o
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 t an audit report within 180 days ufter receipt of such report.

Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this

Accoanting 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 Opera‘tor's proposal, and the agreement or approval o?
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

11. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a result of governmepu\\ or regulatory reguirements to satisfy m}uﬁyur.-
mental considerations applicable w the Joint Operations. Such costs may include surveys of an ccological or archacojoivi
nature and poliution contro! procedures as required by applicable laws and regulations.

Rentals and Royallies

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

A (D)

Salaries and wages of Operator's [ield employees directly employed on the Joint Property in the conduct of Joint
Operations,

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

(3)

Salaries and wages of Technical Employees directly employed on the Joint Property if such eharges ure excluded
{rom the overhead rates.

(4)

Salaries and wages of Technical Employees either temporarily or permanently assigned 1o and dirvectly employed
in the operation of the Joint Property if such-charges are excluded {rom the overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability Lenefits and other customary ullowances paid to emplovees
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section 1. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by "percentage assessment” on the amount o
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section i1, [f percentage ussessinent
is used, the rate shall be bsed on the Operator’s cost experience.

C.

Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operater's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section 11

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

Employee Benefits

Operator's current costs of established plans for employees’ group life insurance, hospitalizaticn, pension, retirement, stock
purchase, thrilt, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint
Account under Paragraphs 3A und 3B of this Scction I1 shall be Operator's uctual cost not to exceed the pereent most recont.
ly recommended by the Council of Petroleum Accountants Societies.

Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section 1V. Only such Material

shall be Qurchasegi for or transferred to the Joint Property as may be required for immediate use and is reasonably practicii
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.

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 mace

to the Joint Account for & d@st.ance greater tha.g\ the distance from the nearest reliable supply store where like materin!
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

-9.
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B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be rade to the Joint Ac:

N N H + il
count for a distance greater than the distance to the nearest reliable supply store where like inaterial is normaily

available, or railway receiviag point nearest the Joint Property unless agreed to by the Parties. No charge shail be

4 . . ; reg sothe
made 1o the Joint Account far moving Material to other properties belonging o Operator, unless agreed to by whe
Parties.

C. In the appiication of subparagraphs A and B above, the option to equalize or charge actual trucking cost is availuble

when the actua! charge is $400 or less excluding accessorial charges. The $400 will be adjusted 1o 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 exf:luded by Paragraph
10 of Section 11 and Paragraph i, il, and iii, of Section III. The cost of professional consuliant services and contr:}ct ser-
vices of technical persorinel directly engaged on the Joint Property if such charges are excluded {rom the overhead rates.

The cost, of professional consultant services or contract services of technical personnel not ;iirectly engaged on the Join
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

QOperator shsll charge the Joint Account for use of Operstor owned equipment and
facilities &t rates commensurate with costs of ownership and operation.

shall include costs of maintenance, repairs, other ovperating expense, insurence,
taxes, depreciation, and interest on gross investment less accumulated depreciation
not to exceed 12% per annum. Such rates shall not exceed average commercial rates

currently prevailing in the immediate area of the Joint Property. For sutomotive
equipment, operator may elect to use

rates published by the Petroleum Motor
Transport Association,

Such rates

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages ov lossus
incurred by fire, [lood, storm, theft, accident, or other cause, except those resulting from Operator's gross negiigence vr

willful misconduct. Operator shali furnish Non-Operator written notice of damages or losses incurred as svon as praviicabie
alter a report thereof has heen received by Operator,

legul Expense

Expense of hanaling, investigating and settling litigation or claims, discharging of liens, payment of judgements unid
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary Lo protect
or recover the Joint Property, except that no charge for services of Operutor's legal staff or fees or cxpense of outside wttor-
neys shall be made unless previously agreed 1o by the Parties. All other legal expense is considered to be covercd by the
overhead provisions of Section 1] unless otherwise agreed to by the Purties, except as provided in Scction I, Duvairap®
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Praperty, the operation therea!,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties, I the ad vule

rem taxes are based in whole or in part upon separate valuations of cach purty's working interest, then notwithstanding
anything 1o the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In ihe
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and

or Employers Liability under the respective state’s laws, Operator may, at its election, include the risk under its selt
insurance program and in that event, Operator shall include a charge at Operator's cost not to exceed manual rates.

Abandonment and Reclamation

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

Communications

Cqst of acquiripg._ leas‘ing. inst.al‘.i.ng, operat_ing, repairing and maintaining communication systems, including radio and
microwave facilities directly serving the Joint P'roperty. 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 Scetion 11

Other Expenditures
Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section I1l and which

iosof ditxject benefit to the Joint Property-and is incurred by the Operator in the necessary and proper conduct of the Joint
perations.
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111. OVERHEAD

1.  Overhead - Drilling and Producing Operations

i

il

; gy Ve )i
As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge dritling
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 iieu of costs and expenses of all offices and 'sala';-avf;.:
or wages plus applicable burdens and expenses of all perspnnel. except those dx.rectly chargeable under lPaz agl ?,-'4';‘
3A Secticn 11, 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 rutes

H ! ! , . . ISTO R
provided for in the above selected Paragraph of this Section [T unless such cost and expense are agreed to by thy
Parties as & direct charge t the Joint Account,

The salaries, wages and Personal Expenses of Technical Employees und/or the cost of nrofessionai consuitant servives
and contract services of technical personnel directly employed on the Jeint Property:

( ) shall oe covered by the overhead rates, or

(X ) shall not be covered by the overhead rates.

The salaries, wages and Personal Expenses ol Technicul Employees and/or costs of professional consultunt .‘\'u)'\'i\.y\
and contrice services of technical personnel either temporarily or permanently assigned to and directly employved in
the operatiun of the Joint Praperty:

(X ) shall be covered by the overhead rates, or

() shall not be covered by the overhead rates.

Gverhead - Fixed Rate Basis

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

Drilling Well Rate § 5, 050.00
(Prorated for less than a full month)

Producing Well Rate $ __905.00

(2) Applicaticn of Overhead - Fixed Rate Basis shall be as follows:
{a) Driiling 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 ather 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) ar
more consecutive calendar days.

(2) Charges for wells underygoing any type of workover or recompletion for a period of five (5) cunsecutive

work days or more shall be made at the drilling well rate. Such charges shall be upplied for the period

frcm date workover operations, with rig or other units used in workover, cornmence through dute of mniyg
or other unit release, except that no charge shall be made during suspension of operations for fifieen

(13) or more consecutive calendar days.

(b) Producing Well Rates

(1) An active welj either produced or injected intw for any portion of the month shall be considered as a une-
well charge*for the entire month,

Each active completion in a multi-completed well in which production is not commingled down hole shul

be considered as a one-well charge providing each completion is considered a separate welil by the govern-
ing regulatory authority.

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

A one-well charge shall be made for the month in which plugging and abandenment 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.

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

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

Overhead - Percentage Basis

{1} Opevator shall charge the Joint Account at the following rates:
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Percent ( %) of the cost of development of the Joint Property exclusive of costs providen
urder Paragraph 1G of Section 11 and all salvage credits.

(a) Develapraent

(k) Operating

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

i i \ inj ; ¢ ‘chased for secondury
Paragraphs 2 and 10 of Section 11, all salvage credits, the value of injected ‘sx.bsw.:.a’es purchased for secondury
recovgerypand all taxes and assessments which are levied, assessed and paid upon the mineral interest in und
w the Joint Property.

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

For the purpose of determining charges on a percentage basis under E"aragraph 1B of this Section 111, cievulo’pnfg:jz
shall include all costs in connection with drilling, redrilling, deepening, or any re{ned)al operations on any o): A
wells involving the use of drilling rig and crew capable of drilling to the producing lnteg'val on the JOfm‘l xop
erty; also, preliminary expenditures necessary in preparz}&ion for drilling and .expenc.iuures lr.\L:Ul‘l'Cd. in :xkv‘}pcg:.l‘l.‘;
when ine well is not completed as a producer, and original cost of construction or installation of fm»d. -.,x.\:\u;.\. th
expansion of fixed assets and any other project clearly discernible as a fixed asset. except Major Construction s
defined in Paragraph 2 of this Section I1I, All other costs shall be considered as operating.

o

Overhead - Mujor Construction

To compensate Operator for overheaa costs incurred in the construction and installation of fixed assets, the expansion o .
fixed assets, and any other project clearly discernible as a fixed asset re_qux.red for the development and operation of L_l‘.\:-
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
Account for overhead based on the following rates for any Major Construction project in excess of $. :

A
B._3

% of first $100,000 or total cost if less, plus
% of costs in excess of $100,000 but less than $1,000,000, plus
C. — 2 %of costs in excess of $1,000,000.

Tota) cost shall mean the gross cost of any one project. For the purpose of this paragraph, Lh'e.cqmp'onem parts of 4 aingie
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall Lo
excluded.

3. Catastropne Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from u single cccurrence duv
o oil spill, blewout, explosion, firs, 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 bused un
the following rates;

A 5 %of tota! costs through $100,000; plus
B. 3 %of total costs in excess of $100,000 but less than $1,000,000; plus
c.2

% 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 pruv
sions of this Section Il shall apply.
vt"

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 herew if, in practice, the rates are found to be insufficient or excessive.

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

Operator is responsible for Joint Account Material and shull make proper and timely charges and credits for all Material move-
ments affecting the Joint Property, Operator shull provide all Material for use on the Joint Property: however, at Operutor's
option, such Material may be supplied by the Non-Operator. Operator shall make timely dispusition 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 Lo 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

MateriaI' 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 furni§hed 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:

5-




(2) Condiiun D

i ingj i i igi able for some other purpose shall by
Material, excluding junk, no longer suitable for its original purpose, but\usa' . ‘ ; rpose shill b
priced ¢n 3 Lasis commensurate with its use. Operator may dispose of Condition D Material under proceduire:
normally used by Operator without prior approval of Non-Operators.

(a) Casing, tubing, or drill pipe used as line pipe shall be griced.a.s Grade.A aqd B seamless line pipe of 'CT)'”\"‘\
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be prived ot used tim
pipe prices.

' i i1} pi 1 vice lines than s ine pi e, power oil linvs.

(b) Casing, tubing or dril} pipe used as higher pressure service lines than standard line pipe, e.g. power oit o

) shall be pric‘ed under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

(31 Condition E

Junk shall be priced at prevailing prices. Operator may dispose of Condition 12 Material under provedures nor
mally utilized by Operator without prior approval of Non-Operators.

D. Obsolete Mcterial

Material which is serviceable and usable for its original function but condition and/or value of such Material is not
equivalent 1o that which would justify a price as provided above may be specially pncgd as agreed to by the Pm'u_c:
Such price should result in the Joint Account being charged with the value of the service rendered by such Muterin:

E. Pricing Conditions -

(1) Loading or unloading costs may be charged 1o the Joint Account ut the rate of }\vent>'-fi\'e cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained ut L'he stockiny
point. The adove rate shal® be adjusted as of the first day of April each year following January 1, 1988 by the sunwe
percentage increase or decrease used to adjust overhead rates in Section 111, Paragraph 1.A(2). Each year, the
rate calculated shail 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 Socielies.

2)

Material involving erection costs shall be charged at applicuble percentage of the current knocked-down prive of
new Material.

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required!
Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operutors of the proposed charge prior to billing
Non-Operators for such Material, Each Non-Operator shall have the right, by so electing and notifying QOperator 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 w Operator.

Warranty of Material Furnished By Operator

Operator dogs 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 1o 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 Accourt 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 Qperator in the Joint Property.
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes

place, In such cases, both the seller and the purchaser shall be governed by such inventory. [n cases involving a change
of Opcrator, all Parties shall be governed by such inventory,

Expense of Conducting Inventories

A. 'ghe expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the
arties,

B. The expense 0( conducting special inventories shall be charged to the Parties requesting such inventories, exeept in-
ventories required due to change of Operator shall be charged to the Joint Account.

.

fii

!

i



EXHIBIT "D"

INSURANCE

Attached to and made a part of that certain Joint Operating
Agreement dated February 23, 1990 by and between Pacific
Enterprises 0il Company (USA), as Operator and Yates Petroleum
Corporation, etal, as Non-Operators.

Operator shall procure and maintain the following insurance:

IT.

ITI.

Iv.

A. WORKER’S COMPENSATION INSURANCE granting full
compensation under the Worker’s Compensation Law of
the State in which the Contract Area is located, and
EMPLOYER’S LIABILITY INSURANCE, including full
maritime coverage, if applicable, with limits of not
less than $1,000,000.00 for all of Operator’s
employees engaged in work for the Joint Account.

B. COMPREHENSIVE GENERAL LIABILITY INSURANCE, to a
combined single limit of $1,000,000.00 each
occurrence for bodily injury and property damage.
Such insurance shall be extended to cover products
and competed operations, and broad form contractual
liability as respects any contract into which the
Operator may enter under the terms of this Agreement.

C. AUTOMOBILE INSURANCE covering all motor vehicles,
owned and non-owned, operated and/or licensed by the
Operator, with a bodily injury, death and property
damage limit of $1,000,000.00 inclusive.

D. If Operator uses owned or non-owned aircraft,
AVIATION LIABILITY INSURANCE covering bodily injury,

death passenger and property damage with a combined
single limit of $5,000,000.00.

If so requested by any party, the Operator shall furnish
evidence of the above coverages.

Each party agrees to be 1liable for the insure (or
self-insure) its proportionate share of Operator’s
self-insured retention ($500,000.00 deductible) under the
insurance maintained for the Joint Account, it being the
intent of the parties that Operator shall not act as an

insurer for the Joint Account to the extent of its
self-insured retention.

Any accidental loss of, or damage to, joint property and
any liability to third parties or each other for bodily
injury or property damage arising out of the operations
performed by any on behalf of the parties, in excess of,
or in addition to, the insurance maintained for the Joint
Account shall be borne individually by said parties in
proportion to their respective percentage of interest.
The cost of such insurance as each individual party may
carry to cover said party’s proportionate share of any

such loss or 1liability is not chargeable to the Joint
Account .



EXHIBIT "E"

Attached to and made a part of that certain Joint Operating
Agreement dated February 23, 1990 by and between Pacific
Enterprises 0il Company (USA) as Operator and Yates Petroleum
Corporation, etal as Non-Operators,

Each party shall have the right to take in kind and separately dispose of

its proportionate share of the gas produced from gas wells on the
Contract Area,

To give effect to the intent of this Agreement, the parties shall be
governed by the following:

(a) Each underproduced party (a party who has taken a lesser
volume of gas than the quantity such party is herein entitled) shall
have the right to take a greater amount of gas than its
proportionate share of the well’s current production, provided that
the right to take such greater amount shall be in proportion that
its interest bears to the total interest of all underproduced

parties desiring to take more than their proportionate share of the
well’'s current production.

(b) Each overproduced party (a party who has taken a greater volume of
gas than the quantity such party is herein entitled) shall reduce
its respective take 1in the proportion that such party'’s interest
bears to the total interest of all overproduced parties, but in no
event shall any overproduced party be required to reduce its take to
less than  seventy-five (75%) of such overproduced party's
proportionate share of the well's current production.

(¢) The Contract Operator, at the request of any party, may produce the
entire well stream, if necessary for a deliverability test not to~’
exceed seventy-two (72) hours duration required under such
requesting party'’s gas sales contract and may overproduce in any
other situation provided that such overproducing would be consistent
with prudent operations.

Each party taking gas shall furnish the Contract Operator a monthly
statement of gas taken. After commencement of production, Contract
Operator shall furnish a current account monthly of the gas balance
between parties hereto including the total quantity of gas delivered to a

market, the portion thereof used in Contract operations, vented or lost,
and the total quantity of gas produced.

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

The provisions of this Agreement shall be separately applicable to each
gas well,

When gas sales from a gas well permanently cease, there shall be a final
accounting of underproduction and overproduction and each overproduction
party shall account to and compensate each underproduced party with a sum
of money equal to the amount actually received, less applicable taxes, by
any overproduced party from the sale of that part of the total cumulative
volume of gas produced which the underproduced party was entitled to take
and payment for such overproduction shall be in the order of accrual,
provided, that if such overproduced party has paid the royalties
attributable to such overproduction, the amount of such royalties shall
be deducted from such payment.

The parties hereto realize that there shall remain some small imbalance
each month because of the disposition of gas to different markets. This
imbalance between parties will be kept to a minimum by making the needed

adjustments the following month for gas deliveries to each party based on
the previous month’s over and under statement.

All parties hereto shall share in and own the condensate recovered at the
surface in accordance with their respective interest.



EXHIBIT "F"

Attached to and made a part of that certain Operating
Agreement dated February 23, 1990 between Pacific
Enterprises Oil Company (USA), as Operator and Yates
Petroleum Corporation, etal, as Non-Operators.

I. EQUAL OPPORTUNITY CLAUSE

Operator shall bound by and agrees to the following provisions as
contained in Section 202 of Executive Order 11246 as amended to wit:

(1) The Operator will not discriminate against any employee or
application for employment because of race, color, religion, sex, or
national origin. The Operator will take affirmative action to ensure that
applicants are employed, and that employees are treated during employment,
without regard to their race, color, religion, sex, or national origin.
Such action shall include, but not be limited to the following:
Employment, upgrading, demotion, or transfer, recruitment advertising;
layoff or termination; rates or pay or other forms of compensation; and
selection for training, including apprenticeship. The Operator agrees to
post in conspicuous places, available to employees and applicants for
employment, notices to be provided by the contracting officer setting forth
the provisions of this nondiscrimination clause.

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

(3) The Operator will send to each labor union or representative of
workers with which he has a collective bargaining agreement or other
contract or understanding, a notice to be provided by the agency
contracting officer, advising the labor union or workers' representative-of
the Operator’s commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post copies of the notice 1in conspicuous
places available to employees and applicants for employment.

(4) The Operator will comply with all provisions of Executive Order
11246 of September 24, 1965, and of the rules, regulations, and relevant
orders of the Secretary of Labor.

(5) The Operator will furnish all information and reports required by
Executive Order 11246 of September 24, 1965, and by the rules, regulations,
and orders of the Secretary of Labor, or pursuant thereto, and will permit
access to his books, records, and accounts by the contracting agency and

the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulation, and orders.

(6) In the event of the Operator’s noncompliance with the
nondiscrimination clauses of this contract or with any of such rules,
regulations, and orders, this Contract may be cancelled, terminated or
suspended in whole or in part and the Operator may be declared ineligible
for further Government contracts in accordance with procedures authorized
in Executive Order 11246 of September 24, 1965, and such other sanctions
may be imposed and remedies invoked as provided in Executive Order 11246 of

September 24, 1965, or by rule, regulation, or order of the Secretary of
Labor, or as otherwise provided by law.

(7) The Operator will include the provisions of paragraphs (1)
through (7) 1in every Subcontract or Purchase Order unless exempted by
rules, regulations, or orders of the Secretary of Labor issued pursuant to
Section 204 of Executive Order 11246 of September 24, 1965, so that such
provisions will be binding upon each Subcontractor or Vendor. The Operator
will take such action with respect to any Subcontract or Purchase Order as
the Contracting agency may direct as a means of enforcing such provisions
including sanctions for noncompliance: Provided, however, that in the
event the Operator becomes involved in, or is threatened with, litigation
with a agency, the Operator may request the United States to enter into
such litigation to protect the interest of the United States.



I1. CERTIFICATION OF NONSEGREGATED FACILITIES

Operator certifies that he does not maintain or provide for his
employees any segregated facilities at any of his establishments, and that
he does not permit his employees to perform their services at any location,
under his control, where segregated facilities are malntained. He
certifies further that he will not maintain or provide for his employees
any segregated facilities at any of his establishments, and that he will
not permit his employees to perform their services at any location, under
his control, where segregated facilities are maintained. The Operator
agrees that a breach of this certification 1is a violation of the Equal
Opportunity Clause in this contract. As used in this certification, the
term "segregated facilities" means, but 1is not limited to any waiting
rooms, work areas, rest rooms and wash rooms, restaurants and other eating
areas, time clocks, locker vrooms, and other storage or dressing areas,
parking lots, drinking fountains, recreation or entertainment areas,
transportation and housing facilities provided for employees which are
segregated by explicit directive or are in fact segregated on the basis of
race, color, religion, sex, or national origin, because of habit, local
custom, or otherwise. He further agrees that (except where he has obtained
identical certifications from proposed subcontractors prior to the award of
subcontracts exceeding $10,000 which are not exempt from the provisions of
the Equal Opportunity Clause; that he will retain such certification in his
files; and that he will forward the following notice to such proposed

subcontractors (except where the proposed subcontractors have submitted
identical certificates for specific time periods):

"NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF
NONSEGREGATED FACILITIES.

A Certification of Non-segregated Facilities must be submitted prior
to the award of. a subcontract exceeding $10,000 which is not exempt from
the provisions of the Equal Opportunity Clause. The <certification may be
submitted either for each subcontract or for all subcontracts during a
period (i.e., quarterly, semiannually, or annually)". Note: The penalty
for making false statements is prescribed in 18 U.S.C. 1001.

IIT. EEOI REPORT AND AFFIRMATIVE ACTION COMPLIANCE PROGRAM

Operator is aware of Executive Order 11246 and Section 601.7 and
Section 601.4, Title 41 of the Code of Federal Regulations. The Operator
agrees and certifies that, if he has 50 or more employees and a contract of
$50,000 or more, he will file complete and accurate EEQ report on Standard
Form 100 (EEO1) with the  appropriate government contracting or
administering agency and develop affirmative action programs for each of
his establishments, in accordance with Executive Order 11246 and all rules,
regulations and orders promulgated thereunder.

IV. LISTING OF EMPLOYMENT OPENINGS

Operator shall be bound by and agrees to the provisions of Executive
Order 11701 and Section 50250 of Title 41 of the Code of Federal

Regulations, and all rules and regulations and orders

promulgated
thereunder to wit:

(a) The Operator, to provide special emphasis to the employment of
qualified disabled veterans and veterans of the Vietnam era, agrees that
all suitable employment openings of the Operator which exist at the time of
the execution of this contract and those which occur during the performance
of this contract, including those not generated by this contract and
including those occurring at an establishment of the Operator other than
the one wherein the contract is being performed but excluding those of
independently operated corporate affiliates, shall be offered for listing
at an appropriate local office of the State employment service system
wherein the opening occurs and to provide such reports to such local office
regarding employment openings and hires as may be required; PROVIDED, that
if the contract is for less than $10,000 or if it is with a State or local

government the reports set forth in paragraph (c) and (d) of this clause
are nNot reauired



(b) Listing of employment openings with the employment service system
pursuant to this clause shall be made at least concurrently with the use of
any other recruitment service or effort and shall involve the normal
obligations which attach to the placing of a bonfire job order, including
the acceptance of referrals of veterans and nonveterans. The listing of
employment openings does not require the hiring of any particular job
applicant from any particular group of job applicants, and nothing herein
is intended to relieve the Operator from any requirements in any Executive
Orders or regulations regarding nondiscrimination in employment,.

(c) The reports required by paragraph (a) of this clause shall
include, but not limited to, periodic reports which shall be filed at least
quarterly with the appropriate local office or, where the Operator has more
than one establishment (1) the number of individuals who were hired during
the reporting period, (2) the number of those hired who were disabled
veterans, and (3) the number who were nondisabled veterans of the Vietnam
era. The Operator shall submit a report within 30 days after the end of
each reporting period wherein any performance is made on this contract.
The Operator shall maintain copies of the reports submitted until the
expiration of one (1) year after final payment under the contract, during
which time they shall be made available upon request, for examination by an

authorized representatives of the contracting officer or of the Secretary
of Labor.

(d) Whenever the Operator becomes contractually bound to the listing
provisions of this clause, he shall advise the employment service system in
each State wherein he has establishments of the name and location of each
such establishment in the State. As long as the Operator is contractually
bound to these provisions and has so advised the State system there is no
need to advise the State system of subsequent contracts. The Operator may

advise the State systems when 1t is mno longer bound by this contract
clause.

(e) This clause does not apply to the listing of employment openings
which occur and are filled outside of the 50 states, the District of
Columbia, Puerto Rico, Guam, and the Virgin Islands,

(f) This clause does not apply to openings which the Operator
proposes to fill from within his own organization or to fill pursuant to a
customary and traditional employer-union hiring arrangement. The exclusion
does not apply to a particular opening once an employer decides to consider

applicants outside of his own organization or employer-union arrangement for
that opening.

(g) As used in this clause:

(1) "All suitable employment openings" includes, but is not

limited to, openings which occur in the following job categories:
Production and nonproduction; plant and office; laborers and
mechanics; supervisory and nonsupervisory; technical and
executive, administrative, professional openings which are
compensated on a  salary basis of less than $18,000 per year.
This term includes fulltime employment, temporary employment. It
does not 1include openings which the Operator proposes to fill
from within his own organization or to fill pursuant to a
customary and traditional employer-union hiring arrangement.
Under the most compelling circumstances an employment opening may
not be suitable for listing, including such situations where the
needs of the Government cannot reasonably be otherwise supplied,
where listing would be contrary to national security, or where

the requirement of 1listing would otherwise not be for the best
interest of the Government.

(2) “"Appropriate office of the State employment service system”
means the local office of the Federal-State national system of
public employment office with assigned responsibility for serving
the area where the employment opening is to be filled, including

the District of Columbia, Guam, Puerto Rico, and the Virgin
Islands.



(3) "Openings which the Operator proposes to fill from within

his own organization" means employment openings for which no
consideration will be given to persons outside the Operator’'s
organization (including any affiliates, subsidiaries, and the
parent companies) and includes any openings which the Operator

proposes to fill from regularly established “recall" or "rehire"
lists,

(4) "Openings which the Operator proposes to fill pursuant to a

customary and traditional employer-union hiring arrangement”
means employment openings for which no consideration will be
given to persons outside of a special hiring arrangement,
including openings which the Operator proposes to fill from union
halls, which is a part of the customary and traditional hiring
relationship  which exists Dbetween the Operator and
representatives of his employees.

(5) ™"Disabled veteran" means a person entitled to disability
compensation under laws administered by the Veterans'
Administrations for disability rated at 30 per centum or more, or
a person whose discharge or release from active duty was for a
disability incurred or aggravated in line of duty.

(6) "Veteran of the Vietnam era" means a person (1) who (i)
served on active duty for a period of more than 180 days, any
part of which occurred after August 5, 1964, and was discharged
or released therefrom with other than a dishonorable discharge,
or (ii) was discharged or released from active duty for service
connected disability if any part of such duty was performed after
August 5, 1964, and (2) who was so discharged or released within

the 48 months preceding his application for employment covered
under this part,

(h) The Operator agrees to place this clause (excluding this
paragraph (h) in any subcontract of $2,500 or more directly wunder this
contract. This clause shall apply to any subcontract entered into by
Operator in carrying out any contract for the procurement of personal

property and nonpersonal services (including construction) for the United
States.

V. MINORITY BUSINESS ENTERPRISES

Operator shall be bound by and agrees to the provisions for Executive

Order 11625 and all rules, regulations and orders promulgated thereunder to
wit:

1. UTILIZATION OF MINORITY BUSINESS ENTERPRISES

(a) It is the policy of the Government that minority business
enterprises shall have the maximum practicable opportunity to participate
in the performance of Government contracts.

(b) The Operator agrees to use his best efforts to carry out
this policy in the award of his subcontracts to the fullest extent
consistent with the efficient performance of this contract. As used in
this contract, the term "minority business enterprise" means a business, at
least 50 percent of which is owned by minority group members or, in case of
publicly owned businesses, at least 51 percent of the stock of which is
owned by minority group members. For the purposes of this definition,
minority group members are Negroes, Spanish-speaking American persons,
American-Orientals, American-Indians, American-Eskimos, and
American-Aleuts, Operator may rely on written representations by
subcontractors regarding their status as minority business enterprises in
lieu of an independent investigation.

2. MINORITY BUSINESS ENTERPRISES SUBCONTRACTOR PROGRAM

(a) The Operator agrees to establish and conduct a program which
will enable minority business enterprises (as defined in the
entitled "Utilization of Minority Business Enterprises") to be considered

fairly as subcontractors and suppliers under this contract, In the
connhection. the Operator shall:

clause



(1) Designate a liaison officer who will administer the
Operator'’s minority business enterprises program.

(2) Provide adequate and timely consideration of the
potentialities of known minority business enterprises in all
"make-or-buy" decisions.

(3) Assure that known minority business enterprises will
have an equitable opportunity to compete for subcontracts,
particularly by arranging solicitations, time for the preparation of
bids, quantities, specifications, and delivery schedules so as to
facilitate the participation of minority business enterprises.

(4) Maintain records showing (i) procedures which have been
adopted to comply with the policies set forth in this clause,
including the establishment of a source list of minority business
enterprises (ii) awards to minority business enterprises on the source

list and (iii1) specific efforts to identify and award contracts to
minority business enterprises.

(5) Include the Utilization of Minority Business
Enterprises clause in subcontracts which offer substantial minority
business enterprises subcontracting opportunities.

(6) Cooperate with the contracting officer in any studies
and surveys of the Operator’s minority business enterprises procedures

and practices that the contracting officer may from time to time
conduct.

(7) Submit periodic reports of subcontracting to known
minority business enterprises with respect to the records referred to
in subparagraph (4), above, in such form and manner and at such time

(not more often than quarterly) as the Contracting Officer may
prescribe.

(b) The Operator further agrees to insert in any subcontract
hereunder which may exceed $500,000 provisions which shall conform
substantially to the language of this clause, including this paragraph

(b) and to notify the contracting officer of the mnames of such
subcontractors.

VI. EMPLOYMENT OF THE HANDICAPPED

Operator shall be bound by and agrees to the provisions of Section 503
of the Rehabilitation Act of 1973 and Executive Order 11758 and all rules,
regulations, and orders promulgated thereunder to wit:

(This clause applies to all nonexempt contracts and subcontracts which
exceed $2,500 as follows: (1) Part A applies to contracts and subcontracts
which provide for performance in less than 90 days. (2) Parts A and B
apply to contra€ts and subcontracts which provide for performance in 90
days or more and the amount of the contract or subcontract is 1less than
$500,000 and (3) Parts A, B, and C apply to contracts or contracts which

provide for performance in 90 days or more and the amount of the contract
or subcontract is $500,000 or more.)

Part A

(a) The Operator will not discriminate against any employee or
applicant for employment because of physical or mental handicap in regard
to any position for which the employee or applicant for employment is
qualified. The Operator agrees to take affirmative action to employ
advance in employment and otherwise treat qualified handicapped individuals
without discrimination based upon their physical or mental handicap in all
employment practices such as the following: employment, upgrading,
demotion or transfer, recruitment or recruitment advertising, layoff or

termination, rates of pay or other forms of compensation, and selection for
training, including apprenticeship.

(b) The Operator agrees that, if a handicapped individual files a
complaint with the Operator that he is not complying with the requirements
of the Act, he will (1) investigate the complaint and take appropriate
action consistent with the requirements of 20 CFR 741.29 and (2) maintain
on file for three years, the record regarding the complaint and the actions
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(c) The Operator agrees that, if a handicapped individual files a
complaint with the Department of Labor that he has not complied with the
requirements of the Act, (1) he will cooperate with the Department in its
investigation of the complaint, and (2) he will provide all pertinent

information regarding his employment practices with respect to “the
handicapped.

(d) The Operator agrees to comply with the rules and regulations of
the Secretary of Labor in 20 CFR Ch VI, Part 741.

(e) In the event of the Operator’s noncompliance with the

requirements of this clause, the contract may be terminated or suspended in
whole or in part.

(f) This clause shall be included in all subcontracts over $2,500.

Part B

(g) The Operator agrees (l) to establish an affirmative action
program, including appropriate procedures consisting with the guidelines
and the rules of the Secretary of Labor, which will provide the affirmative
action regarding the employment and advancement of the handicapped required
by P.L. 93112, (2) to publish the program in his employee's or personnel
handbook or otherwise distribute a copy to all personnel, (3) to review his
program on or before March 31 of each year and to make such changes as may
be appropriate, and (4) to designate one of his principal officials to be
responsible for the establishment and operation of the program.

(h) The Operator agrees to permit the examination by appropriate
contracting agency officials or the Assistant Secretary of Employment
Standards or his designee, of pertinent books, documents, papers and
records concerning his employment and advancement of the handicapped.

(1) The Operator agrees to post in comspicuous places, available to
employees and applicants for employment, notices in a form to be prescribed
by the Assistant Secretary for Employment Standards, provided by the
contracting officer stating Operator's obligation under the law to take
affirmative action to employ and advance in employment qualified

handicapped employees and applicants for employment and the rights and
remedies available,

(j) The Operator will notify each 1labor union or representative of
workers with which he has a collective bargaining agreement or other
contract understanding, that the Operator is bound by the terms of Section
503 of the Rehabilitation Act, and is committed to take affirmative action

to employ and advance 1in employment physically and mentally handicapped
individuals.

Part C

(k) The Operator agrees to submit a copy of his affirmative action

program to the Assistant Secretary for Employment Standards within 90 days
after the award to him of a contract or subcontract.

(1) The Operator agrees to submit a summary report to the Assistant
Secretary for Employment Standards, by March 31 of the year during
performance of the contract and by March 31 of the year following
completion of the contract in the form prescribed by the Assistant
Secretary, covering employment and complaint experience, accommodations

made and all steps taken to effectuate and carry out the commitments set
forth in the affirmative action program.
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