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YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11210

DATE: 03/02/95

EXHIBIT NO. /

Yates Petroleum Corporation

NEW MEXICO
17-10S-25E ROSE CANNON AOR COM #1

PRO: ROSE CANNON 2/21/95

PRES: ROSECAN1

Scale 1:24000




S S. P. YATES

T E E CHAIRMAN OF THE BOARD
N JOHN A. YATES
) PETROLELUM PresioenT

1 PEVTON YATES
=, E n R F n R H T I D N EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON

SECRETARY

DENNIS G. KINSEY

ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471

MARTIN YATES, Il
1912 - 1985

FRANK W. YATES
1936 - 1986

105 SOUTH FOURTH STREET

June 10, 1994

Pam Rose Ridge
1006 Birchwood Lane
Mansfield, TX 76063

RE:  Oil and Gas Lease
Township 10 South, Range 25 East
Section 17: W/2SE/4 NE/ASW/4, N/2SE/ASW/4
Chaves County, New Mexico

Dear Ms. Ridge:

After speaking with Mr. Carl Schellinger regarding your 1/56 mineral interest in the captioned acreage,
| have taken the liberty of enclosing a one (1) year, 1/4 royalty, Oil and Gas Lease for your review.

If everything is in order, please execute the lease before a notary public and return one (1) original to
our office for recording in Chaves County.

Please account for your marital status, single or married, at the top of the lease.
Should you have any questions, please call me collect at (505) 748-1471. Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

. 3

Vi Ll B

obert Bullock
Landman

RB/jrw
Enclosures

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11210
DATE: 03/02/95
EXHIBIT NO. l



SIS S. P. YATES

R\ T E 5 CHAIRMAN OF THE BOARD
) PETROLEUM O eesomr

MARTIN YATES, lll ¥
1912 - 1985 / PEYTON YATES
FRA:\II;;B\ITI.1 9\;21’!55 "~.r_.'_:“;_v1:‘;, /s E u R F n R H T I u N EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY

ARTESIA, NEW MEXICO88210 TREASURER
TELEPHONE (505) 748-1471

105 SOUTH FOURTH STREET

June 10, 1994

Sue-Ann Rose Edwards
8815 Mountain Path Circle
Austin, TX 78759

RE:  Oil and Gas Lease
Township 10 South, Range 25 East
Section 17: W/2SE/4,NE/4SW/4, N/2SE/ASW/4
Chaves County, New Mexico

Dear Ms. Edwards:

After speaking with Mr. Carl Schellinger regarding your 1/56 mineral interest in the captioned acreage,
I have taken the liberty of enclosing a one (1) year, 1/4 royalty, Oil and Gas Lease for your review.

If everything is in order, please execute the lease before a notary public and return one (1) original to
our office for recording in Chaves County.

Please account for your marital status, single or married, at the top of the lease.
Should you have any questions, please call me collect at (505) 748-1471. Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

Ropert Bullock
Landman

RB/jrw
Enclosures




S. P. YATES

I E 5 CHAIRMAN OF THE BOARD

JOHN A. YATES

| PETROLELUM

MARTIN YATES. Ul #
1912 - 1985 3 /

FRANK W. YATES e EURFDRHT l DN PEYTON YATES
1936 - 1986 R St EXECUTIVE VICE PRESIDENT

RANDY G, PATTERSON
SECRETARY

105 SOUTH FOURTH STREET NN e
ARTESIA, NEW MEXIC0O88210 TREASURER
TELEPHONE (505) 748-1471

June 10, 1994

Julia Rose Heald
3301 Eim Street
Dallas, TX 75226

RE:  QOil and Gas Lease
Township 10 South, Range 25 East
Section 17: W/2SE/4 NE/ASW/4, N/2SE/ASW/4
Chaves County, New Mexico

Dear Ms. Heald:

After speaking with Mr. Carl Schellinger regarding your 1/56 mineral interest in the captioned acreage,
| have taken the liberty of enclosing a one (1) year, 1/4 royalty, Oil and Gas Lease for your review.

If everything is in order, please execute the lease before a notary public and return one (1) original to
our office for recording in Chaves County.

Please account for your marital status, single or married, at the top of the lease.
Should you have any questions, please call me collect at (505) 748-1471. Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

Ropert Bullock
Landman

RB/jrw
Enclosures



IRy S. P. YATES
I E 5 CHAIRMAN OF THE BOARD

MARTIN YATES, lll JOHN AL YATLS
1912- 1985 /' FETRDLEUM PRESIDENT
FRANK W. YATES
i936-1088 %Y A4 CORPORATION ExecuTvE vice PRESIENT
‘ RANDY G. PATTERSON
105 SOUTH FOURTH STREET DEN::’;";T::‘SEY
ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471
December 6, 1994
Pam Rose Ridge
1006 Birchwood Lane

Mansfield, Texas 76063

Re: Rose-Cannon “AOR” Com. #1
Township 10 South, Range 25 East
Section 17: SE/4
Chaves County, New Mexico

Dear Ms. Ridge:

Please find enclosed our Operating Agreement which will cover future operations on the captioned well in which you have
a 1/56 mineral interest. As you know, this well was drilled in 1982 and your interest has never been accounted for. Yates
anticipates that this well is going to be put on production in the very near future, therefore, for purposes of distributing
monies payable from production we offer you the following options with respect to your interest:

1. Sign and return one copy of the extra signature page to the enclosed Operating Agreement and Designation of Pooled
Unit Agreement and you will become a working interest participant; Expect to be billed for your cost of drilling and
completing the well and all future operations which will include the cost of hooking the well up.

2. Sign and return the enclosed Oil and Gas Lease which will pay you a 1/4 royalty on oil and gas produced,
proportionately reduced to your 1/56 mineral ownership.

3. Farmout to Yates reserving a 3/16 of 8/8ths overriding until payout of the well at which time all of your reserved
overriding royalty interest will convert to a 25% working interest, subject to proportionate reduction.

In the near future, Yates will initiate Compulsory Pooling Proceedings at the New Mexico Oil Conservation Commission
at which time your interest will be pooled if you have not made one of the above elections.

Please call me at (505) 748-1471 and advise me on how we can account for your interest.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robert Bullock
Landman
RB:dke
enclosure(s)
YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11210
DATE: 03/02/95
EXHIBIT NO. 3
SENDER: - .
* Complete items 1 and/or 2 for additional services. | also wish to receive the 7 Okl 3Ly &93
* Complete items 3, and 42 & b. following services (for an extra 3 A
» Print your name and address on the reverse of this form so that we can | fga). S Recelpt for
return this card to you. [ . age .
e Attach this form to the front of the mailpiece, or on the back if space 1. [ Addressee’s Address ‘g Certified Mail )
does not permit. - No Insurance Coverage Provided
* Write “‘Return Receipt Req d" on the mailpiece below the article number. 2 [T} Restricted Delivery = wneosures Do not use for International Mail
¢ The Return Receipt will show to whom the article was delivered and the date 8 rPasTAL See Reverse)
delivered. Consult postmaster for fee. 2 - —
. ent 10
3. Article Addressed to: 4a. Article Number c 1006 Birchwood Lane
. T T VA =t -
Pam Rose Ridge B = ge6r\]/.ic 3%4 3893 2 SveoMarisfield, Texas 76063
1006 EirChw e D.Registeredyp 3 insured c; P.0., State and 2iP Code
Maasiield, Texas 76063 | £ certified 7] cop % —
[ Express Mail [ Return Receipt for 3 $
Merchandise 5 T
7. Date of Delivery '0:-, € ©
. } '2/- % ¢ k . g Special Delivery Fee
5. Siggature (Addressee) 8. Addressee’s Address {Only if requested
A b {\ - and fee is paid) 5 Restricted Delivery Fee
. \‘ 4 . :
8. Slgn@i\t’m\x w Rose-Cannon AOR Com. #1 - 8 Return Receipt Showing
A . & { 1o Whom & Date Delwered
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; OIL AND GAS LEASE Roswell, New Meaen

TI11S AGREEMENT mado this ... 00 day of.. . December o 1994., between
PAM ROSE RIDGE, A WOMAN, LESSOR; AND :
YATES PETROLEUM CORPORATION 707, YATES DRILLING COMPANY 107, ABO PETROLEUM CORPORATION 107%

AND MYCO INDUSTRIES, INC. 10%, ALL NEW MEXICO CORPORATIONS, LESSEE,

WITNESSETH:
1. Lessor in consideration of ... Ten and no/lOO— T - _-———__———Dolhu
(3...... 10'..00 ....... ..} 1n hand paid, of the royalties herein provided and of the agreements of Lessce herein contained, hereby grants, leases and lets ex-

clusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building
roads, tanks, power stations, tclephone lines and other structures thereon and on, over and across Innds owned or claimed by Lessor udjacent and contiguous

thereto, to produce, save, take care of, treat, tranaport, and own said products, and housing its employeces, the following described land in

Chaves " County, New Mexico to-wit: -

Township 10 South, Range 25 East
Section 17: W/2SE/4

from the surface of the earth to
4245 feet below the surface

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, de-
Ve!opmem. or cessation at any time of production of oil or yas and without furthsr payments than the royulties herein provided, and notwithstanding any-
thing else herein coptuined to the contrary, this lease shall be for a term of OTI€ year from this date (called “primary term') ond as long thereafter as oil
or gay is produced Irom said laund or land with which said land is pooled hereunder.

3. The rnyulltic's o paid by Lessee ave: (a) on oil, l/l*th of that produced and saved from said land, the same to be delivered at the wells or to the
credit of Leasar into the nipe line to which the wells may be connected: Lessee may {rom time to time purchase any royalty oil in its posacssion. paying the
market price therefar prevailing for the field where produced on the date of purchase: (b) on gas., including casinghend gax or other gaseous substance, pro-

duced from aaid land, nnd sold, or used off the premises or for the extraction of gusaline or other praduct thercfrom. the market value at the well of 1/4 Ch

of the gas 20 sold or usal, provided that on gas sold at the wells the royalty shall be l/lith of the amount realized rom such sale: while there is a gas
well on this lease or on ncreage pooled therewith but gas is not being sold or used, Lessce may pay or tender as royalty, on or before ninety (90) days after
the date on which snirl well is shut in and thercafter at annual intervals the sum of $1.00 per acre, and if =uch payment is made or tendered, this lease shall
not terminate wnd it will be considered that gas is being produced from this lease in puying nuantities. Payment or tender of said shut-in gas royalty may
be made by check or draft of Lessee mailed or delfvered to the parties entitled thereto on or before the dute said payment is due. Lessee shall have free
use of oil, gas, coal and water from said land, except water [rom Lessor's wells, for all operations hercunder, and the royalty on oil and gas shall be com-
nuted after deducting nny so used. '

4. Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil
and gas, or either of them, with other land, lease or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee’s judgment
it is necessary or advisable to do so in order properly to explore, or to develop and operate said leased premises in compliance with the spacing rules of
the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the conservation of oil
and gas In and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially cxceed 40 acres cach in ares,
and units pooled fur gas hereunder shall not substantially exceed in area 640 acres each plus n tolerance of 105y thereof, provided that should government-
al authority having jurisdiction prescribe or permit the creation of units larger than those specified, units thereafter created may conform substantially in size
with those prescribed by governmental regulations. Lesseec under the provisions hereof may pool or combine acreage covered by this lease, or any portion
thereof as above provided as to oil in any one or more strata and ms to gas in any one or more strata. The units formed by pooling as to any stratum or strata
need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need
not conform as to area with uus units. The pooling in one or more instances shall not exhaust the rights of the Lessce hereunder to pool this lease or
portions thereof into other units, Lessee shall file for record in the appropriate records of the county in wl ch the leased premises are situated an instrument
describing and designating the pooled nereage as a pooled unit. Lessee may at itas election exercise its pooling option after commencing operations for or
completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well
capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have
theretofore been commenced. Operations for drilling on or production of oil or gas from' any part of the pooled unit which includes all or a portion of the
land covered by this lease regardless of whether such operations for drilling were commenced or such production was secured before or after the execution
of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil or gas from land covered by
this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas,
or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same
were included in this leuse. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall
be entitled on production of oil and gas, ur either of them, from the pooled unit, there shall be allocated to the land covered by this lease and included in
said unit & pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units.
Such allocation szhall be on un acreage basis—that is to say, there shall be allocated to the acreage covered by this Jeuse and included in the pooled unit
that pro rata portion of the oil and waus, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and
included in the pooled unit bcars tn the total number of surface acres included in the pooled unit. Royalties hercunder shall be computed on the portion of
such production, whether it be oil and gas, or either of them, s0 allocated to the land covered by this lease and included in the unit just as though such
production were from such land. The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing
and not as production from a gas pooled unit: and production from a gas well will be considered as production from the lease or gas pooled unit from
which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time
to time to commit said land or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and
operation, and to any modifications thereof, which have been approved by the New Mexivo 0il Conservation Commission or other lawful governmental
authority., In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New
Mexico is computed and paid., This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said
agreement or plan of operation shall be filed with the New Mexico Qil Conservation Commission, or other lawful authority, and Lessee shall record in
the County in which the Jeased premises are situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto,
and the same may be recorded either before or after the completion of wells,

6. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged
in drilling or reworking operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall
remain in force so long as operations on said well or for drilling or reworking of any additional well are prosecuted with no cessation of more than 60 con-
secutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from land pooled therewith. If,
after the expiration of the primary term of this leasc and after oil or gas is produced from szaid land, or from land pooled therewith, the production thereof
should cease from any cuuse, this lease shall not terminate i{f Lessee commences operations for drilling or reworking within 60 days after the cessation of
such production, but shall remain in force and effect s0 long as such operations are prosecuted with no cessation of more than 60 consecutive days, and
if they result in the production of oil or gas, 3o long thereafter as oil or gas is produced from said land, or from land pooled therewith. Any pooled unit
designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county
in which the leased premises are situated at any time after the completion of & dry hole or the cessution of production on said unit. In the event a well or
wells producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled
thercwith, Lessce agrees to drill such offset well or wells as a reasonably prudent vperator would drill under the same or similar circumstances. Lessee may
at any time exccute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above described premises and
thereby surrender this lease as to such portion or portions and be relieved of all obligations as to the acreage surrendered.

6. Lecssee shall have the right nt any time during or after the expiration of this lease to remove all property and ‘fixtures placed by Lessce on naaid land,
including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth. and no well ghall be
drilled within two hundred feet of any residence or barn now on said land without Lessor's consent.

7. The righta of either party hercunder may be assigned in whele or in part, and the provisions hercof shall extend to their heirs, successors and assigns
but no change or division in ownership of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of
Lessee; and no change or division in such ownership shall be binding on Lessee until thirty (30) days after Lessce shall have been furnished by registered
U. S. mail at Lessee’s principal pluce of busincess with s certified copy of recorded instrument or instrumenta evidencing same, In tho~cvent of assignment
hereol in whole or in part linbility (or breach of any obligation hercunder shall rest exclusively upon the owner of this lense or pf a portion thereof who
commits such breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unicss and until furnished with =
recordable inatrument executed hy all such prrties designating an agent to receive payment for all.

8. The breach by Lessco of any obligation arising hercunder shall not work a forfeiture or termination of this lease nor cause a termination or revision
of the estats created hereby nor be grounds for cancellation hereof in whole or in part, In the event Lessor considers that operations are not at any time
being condurted in compliance with this lease, Lessor shall notify Lessee in writing of the facts relied upon as constituting a breach hereof, and Lessee, if
in default, shall have sixty days mfter receipt of such notice in which to commence the compliance with the obligations imposed by virtue of this instrum;nt_
After the dixcovery of vil or gaus in paying quantities on said premises, Lessee shall develop the ncrcage retained hereunder as a remsonably prudent operator
but in dischsrging this obligation it shall in na event be required to drill more than cone well per forty (40) acres of the aren retained hereunder and capable
of producing oil in paying quantitics and one well per 640 acrcs plus an acreage tolcrance not to cxceed 109, of G40 acres of the area retained hereunder
and capable «f producing gas In poying quantitiea.

9. Lessor herchy 4 g to—tetep-d—ihre—ti-thirmbur—prabd—teib—nwd ngrees that Lessce nt ita ontion mny dischurge any tax, i
upon said lund cither in whole or in part, and in cvent Lessce does sn, it shall he subrogated to such lien with the right to cn(oicen:arnmeor;r’ng::p;;yoLrléc;nllt’iee:
Beeruing hercunder toward satisfying same. ¥iihrerri—hramerrnrest—~of—Toe 2y—piah ottt =4y Th event of failure of title, it is agreed that if Lessor
owns an interest in the oil or gas on, in or under sazid land less than the entire fee simple estate, then the royallies to be puid Lessor shall be reduced
proportionately, Shoulll any one or more of the parties named as Lessors fuilito execute this lease, it shall nevertheless be binding upon the purty or parties

executing the same.

e

10. Should Lessee be prevented from zomplying with any express or implied covenant of this lease, from conducting drilling or reworking operations
thereon or from producing oil or gas therefrom by reason of scarcity of or inability to obtnin or to use cauipment or material, or by operation of force
majeure, any Federal or state law or any order, rule or regulution of governmental authority, then while so | revented, Lussee's obligation to comply with such
covenant shall he suspended, and Lessce shall not be liable in damages for failure to camply therewith: and this lease shall be extended while and so l:t
as Lesree is prevented Ly any such cuuse from conducting drilling_or reworking opcrations on or from producing oil or gns from the leased premiscs: “5
the time while Lessce is so prevented shall not be counted againat Lessce, anything fi this lease to the contrary notwithstanding. e

IN WITNESS WIHEKEOF, this instrument is exccuted on the date firat above written.

.méxﬁm§aggmﬁ¥ﬁé£"”mwmmm

"§¢§¢[I§¥wlﬁpmﬁwwmwmm“
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MARTIN YATES, IlI
1912-1985

FRANK W. YATES
1936 - 1986

Julia Rose Heald

3301 Elm S

treet

Dallas, Texas 75226

Dear Ms. Heald:

,,,,,,,
........

SN

f FETROLEUM
CORPORATION

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

Decembe: 6, 1994

Re:

Rose-Cannon “AOR” Com. #1

S. P. YATES
CHAIRMAN OF THE BOARD
JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY
DENNIS G. KINSEY
TREASURER

Township 10 South, Range 25 East

Section 17: SE/4
Chaves County, New Mexico

Please find enclosed our Operating Agreement which will cover future operations on the captioned well in which you have
a 1/56 mineral interest. As you know, this well was drilled in 1982 and your interest has never been accounted for. Yates
anticipates that this well is going to be put on production in the very near future, therefore, for purposes of distributing

monies payable from production we offer you the following options with respect to your interest:

1.

Sign and return one copy of the extra signature page to the enclosed Operating Agreement and Designation of Pooled

Unit Agreement and you will become a working interest participant; Expect to be billed for your cost of drilling and

completing the well and all future operations which will include the cost of hooking the well up.

Sign and return the enclosed Oil and Gas Lease which will pay you a 1/4 royalty on oil and gas produced,
proportionately reduced to your 1/56 mineral ownership.

Farmout to Yates reserving a 3/16 of 8/8ths overriding until payout of the well at which time all of your reserved

overriding royalty interest will convert to a 25% working interest, subject to proportionate reduction.

In the near future, Yates will initiate Compulsory Pooling Proceedings at the New Mexico Oil Conservation Commission
at which time your interest will be pooled if you have not made one of the above elections.

Thank you.

RB:dke
enclosure(s)

Please call me at (505) 748-1471 and advise me on how we can account for your interest.

Very truly yours,

YATES PETROLEUM CORPORATION

s fdad

Robert Bullock

Landman

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH

NMOCD CASE NO.
DATE: 03/02/95
EXHIBIT NO.

11210

————

SENDER:

o Complete items’7 and/or 2 for additionat services.

o Complete items 3, and 4a & b.

o Print your name and sddress on the reverse of this form so that we can

return this card to you.

o Attach this form to the front of the mailpiece, or on the back if space

does not permit.-
o Write ‘’Return Receipt Request

delivered.

1
't on the mailpiece below the article number
© The Return Receipt will show to whom the article was delivered and the date

1 also wish to receive the
following services (for an extra
fee):

1. O Addressee’s Address

2. O Restricted Delivery
Consult postmaster for fee.

Service.

Z 0bl
Receipt for
Certified Mail

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

(See Reverse)

-

*

x4 a94

Sent to

3. Article Addressed to:

. _Julia Rose Heald
3301 Elm Street
Dallas, Texas 75226

V4|

-

4a. Article Number

Z 061.314 984

Julia Rose Heald

'..J'i‘

4b. Service Type
[ Registered

+ | B¥Centified
3 express Mail

O insured
Ocoo

(] Return Receipt for
Merchandise

Sreet a3 301 EimM Street

Dallas Texas 15226

P.O , State ana /1P Code

Postage

7. Date of Delivery

Certified Fee

5. Signature (Addre. ee)
e/

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

Special Delvery bew

Restncted Denvery tec

Thank you for using Return Receipt
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I'roducers 88 Rev. - IY""" fenae) 10.37 (One YEARR PAID UP LEASE) Hull-Forhaugh Pren
OIL A\ND GI\S LEASE . Raswell, New Meaun
6th December 94
THIS AGREEMENT made this .o eeoeveerensrecsnnssssensnes conseersss G8Y 00 iiunreras . . s . Hg ...... Letween

JULIA ROSE HEALD, A WOMAN, LESSOR; AND
YATES PETROLEUM CORPORATION 707, YATES DRILLING COMPANY lOZ, ABO PETROLEUM CORPORATION 107
AND MYCO INDUSTRIES, INC. 10Z, ALL NEW MEXICO CORPORATIONS, LESSEE,

WITNESSETH:
1, Lessar in consideration of Ten and nO/lOO""':—'T"-—'"""' ——————— ———— __———— ———————— ~—_—-——-::::—~Dolhu
(3...... IO-OO.. ........ ) in hand paid, of the royalties herein provided and of the agrecments of Lessce herein contained, hereby grants, leases and lets ex-

clusively unto Lessee for the purpose of investigatiig, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building
roads, tanks, power stations, telephone lines and Bther structures thereon and on, over and across lands owned or claimed by Lessor udjacent and contiguous

thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employces, the following described land in
Chaves New Mexico towit s .

County,

Township 10 South, Range 25 East
Section 17: W/2SE/4
from the surfacg of the earth of 4245 feet below the surface
2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, de-
velopment or cessation at any time of production of oil or gas and without further payments than the royaltics hercin provided, and notwithstanding any-

thing else herein coptained to the contrary, this lecase shall be for a term of OIl€ year from this date (called "primary term’) and as long thereafter as oil
or gas is produced from ssaid lund ur land with which said land is pooled hereunder.

3. The rayaitics 1o paid by Lessee are: (a) on oil, l/4th of that produced and saved from said land, the same to be delivered at the wells or Lo the
credit of Lessar intn the pipe line to which the wells may be connected: Lessee may [rom time to time purchase any royalty oil in its possession. paying the
market price therefor prevailing for the ficld where produced on the date of purchase: (b} on gas, including casingheid gux ar other gaseous substance, pro-

duced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefron, the market value at the well of l/&th

of the gas 50 sold ar urad, pruvided that on gas-sold at the wells the royalty shall be l/’!th uf the amount realized {rom such sale: while there is a gas
well on this lease or on sereuge poaled therewith but gas is not being sold ov used, Lessce may pay or tender as royalty, on or before ninety (90) days after
the date on which unid well is xhut.in and thereafter at annual intervals the sum of $1.80 per gere, and if such paymeut is made or tendered, this lease shall
not terminate and iL will be considered that pas is being produced from this lease in puying guantities. PPayment or tender of said shut-in gas royalty may
be made hy check or draft of Lossee mailed ar delivered to the parties entitled theretn on or belore the dute sail payment is due. Lessee shall have free
use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be com-

puted after deducting uny su used.

4. Lessee, &t jts option, is hereby given the right and power to poal or combine the acreage covered b;{ this lease, or any porlipn thereof as to oil
and gus, or either of them, with other land, lease or leases in the immediate vicinity thereof to the extent, hereinafter atipulated, when in Lessee's judgment
[t is necessary or advisable to do so0 in arder properly to explore, or to develop and operate said leased premises in compliance with the spacing rules of
the New Mexico Qil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote the conservation of oil
snd gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially cxceed 40 acres cach in area,
and unita pooled fur gas hereunder shall not substantially exceed in area 640 acres each plus n tolerance of 104 thereof, provided that should government-
al suthority having jurisdiction prescribe or permit the creation of units larger than those specified, units t_herea.fber created may conform substantially in size
with those prescribed by governmental regulations, Lessee under the provisions hereof may pool or combine acreage covered by this lemse, or any portion
thereof as above provided as to oil in any on¢ or more strata and as to gas in any one or more strata., The units formed by pooling as to any stratum or strata
need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need
not conform as to area with gus units, The pooling in one or more i{nstances shall not exhaust the rights of the Lessce hereunder to pool this lease or
portions thereof into other units. Lessce shall file for record in the mppropriate records of the county in wl'ch the leased premises are situated an instrument
describing and designating the pouled ncreage us a pooled unit. Lessee may at its election exercise its pooling option after commencing operations for or
completing an oil or gas well on the leased premises, and the pooled unit mey include, but it is not requxrgd to include, .la.nd or Jesses upon which a well
capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gax have
theretofore been commenced. Operations for drilling on or production of oil or gas from' any part of the pooled_ unit which includes &]l or & portion of the
land covered by this lease regardless of whether such operations for drilling were commenced or such production was sccured before or after the execution
of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling on or production of oil or gas {from land covered by
this lease whether or not the well or wells be located on the premises covered by this lense, and the entire acreage constituting such unit or units, as to oil and gas,
or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same
were included in this lesse. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall
be entitled on production of «il and gas, or either of them, from the pooled unit, there shall be allocated to the land covered by this lease and included in
said unit a pro rata portion of the oil and gas. or either of them, produced from the pooled unit after deducting that used for operations on the pooled units.
Such 2llocation shall be on un ecreage basis—ihnt is to say, there shall be allocated to the acreage covered hy this leuse and included in the pooled unit
that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and
included in the pooled unit hcars to the total number af surface zcres included in the pooled unit. Royalties hercunder shull be computed on the portion of
such production, whether it be oil und gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such
production were from such land, The production from an oil well will be considered production from the lease or oil pooled unit from which it is producing
and not as production from a gas pooled unit: and production from a gas well will be conaidered as production from the lease or gas pooled unit from
which it {s producing and not from an oil pooled unit. In addition to the foregoing, Lessce at its option is hereby given the right and power from time
to time to commit said Jand or any part or formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and
operation, and {0 any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental
authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the o0il or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New
Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said
agreement or plan of operation shall be filed with the New Mexico Qil Conservation Commission, or other lawful authority, and Lessee shall record in
the County in which the leased premises are situated, an instrument describing such sgreement or plan of operation and reflecting the commitment thereto,
and the same may be recorded either befdre or after the completion of wells.

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged
in drilling or reworking operations thereon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease ghall
remain in force so long &s operations on said well or for drilling or reworking of any additional well are prosecuted with no cessation of more than 60 con-
secutive days, and if they result in the production of oil or gas 80 long thereafter as oil or gas is produced from sajd land, or from Jand pooled therewith, If,
after the expiration of the primary term of this lease and after oil or gas {s produced from aaid land, or {rom land pooled therewith, the production thereof
should cesse from any cauuse, this lease shall not terminate {f Lessee commences operations for drilling or reworking within 60 days after the cessation of
such production., but shall remain in force and effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and
il they result In the production of oil or gas, so long thereafter as oil or gas is produced from said land, or from land pooled therewith. Any pooled unit
designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by {nstrument filed for record in the appropriate records of the county
in which the leased premises are situated at any time after the completion of & dry hole or the cessution of production on said unit, In the event a well or
wells producing ofl or gas in paying quantities should be brought in on adjacent land and within 660 fect of and draining the lease premises, or land pooled
thercwith, Lessee agrees to drill such offset well or wells as a reasonably prudent operator would drill under the same or similar clrcumstances. Lessece may
ut any time ecxccute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above described premises and
thereby surrender this lease as to such portiun or portions and be relieved of all obligations as to the acreage surrendered.

6. Loessee shall have the right at any time during or after the expiration of this lease to remove all property and ‘tixtures placed by Lessce on said land,
including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be
drilled within two hundred feet of any residence or barn now on aald land without Lessor’s consent.

7. The rights of either party hercunder may be asslgned in whole or in part, and the provisions hercol shall extend to their heirs, successors and assigns
but nao change or division in ownership of the land or royalties, however accomplished, shall opcrate to enlarge the obligations or diminish the rights of
Lessee: and na change or division in such ownership shall be binding on Lessee until thirty (30) days after Lessce shall havs been furnished by registered
U. S. mail at Lessee’s principal pluce of business with a certilied copy of recorded instrument or instruments evidencing same, In tho“event of assignment
hvreo( in whole or in part liability (or breach of any obligation hereunder shall rest exclusively upon the owner of this fenac or of a portion thereof who
commits such breach. If six or morc parties become entitled to royalty hereunder, Lesses may withhold payment thereof unless and until furnished with a
recordahle inatrument executed hy all such parties designating an agent to receive payment for all.

8. The breach by Lessco of any obligation arising hercunder shall not work a forfeiture or termination of this lease nor cause & termination or revision
of the estate crested hereby nor be grounds for cancellation hereof in whole or in part, In the event Lessor considers that operations are not at any time
being conduried in compliance with this lease, Lessor shall notify Lessee in writing of the facts relied upon as constituting a bresch hereof, and Lessee, if
in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue of this instrument.
Alter the divcovery of oil ar gas in paying quantities on said premises, Lessee shall develop the ncrcage retained hereunder as a reasonably prudent operator
but in dischsrging this obligation it shall in no event be required to drill more than one well per forty (40) acres of the area retained hereunder and capable
of producing oil in paying quantitics and one well per 640 acrcs plus an acreage tolerance nat to cxceed 109, of 640 acres of.the area retained hereunder
and capable «f producing gas in paying quantities. -

9. Lessor herehby warrants and agrees to defend the title to said land and agrees that Lessce at its option may dischurge an H
upon said land ecither in whole or in part, and in event Lessce does an, it shall b aubrogated to auch lien with the right togcnfoi"c:n:;nr:‘eofgg::p;l;yogg\;Ilgli’:
accruing hercunder toward satisfying snme. Without impairment of Leasee’s right under the warranty in event of failure of title. it is agreed that if Less
owns an interest in the oil or ¢as on, irn or under said land less than the entire fee simple estate, thel the royaltics to be paid Lessor shall be redu o;
proportionately. Should any one or mure of the partics named aa Lessors fail to execute this Icase, it skall nevertheless be biniling upon the purty or Sartic
executing the same. parties

10, Should Lessce be prevented from zomplylng with any express or implied covenant of this lcaxe, from cnnductin i § 5
thercon or from prducing oil or gos therefrom by reason of acarcity of or inahility to obtain or to uvie cquipment ocrt r:nli:‘i‘:lingnrorb;e‘zg:r;?iznope{"'{dom
majeure, any Federal or state law or any order, rule or regulution of governmental authority, then while so  revented, Taussce's obligation to compl wo'v.h orc}s
covenant shall he suspended, and Lessce ahall not be liable in damages for failure to camply therewith: nnd this lense shall be extended while payd . ;uc
as Lessce in prevented by any such cause from conducting drifling_or reworking operations on or from producing oil or gns from the leased "n i '?D. ong
the time while Lessce is 30 prevented shall not be counted against Lessee, anything fi this lease to the contrary notwithstanding, premises; and

IN WITNESS WIIEREQF, this instrument i executed on the date first above written,

AT T T R —

8:8:/Tax 1.D.1

S.S./[Tax I1.D.#

Tesnor
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SN S. P. YATES
T E 5 CHAIRMAN OF THE BOARD

MARTIN YATES, !

Y PETROLEUM SN e TES
FRANK W. YATES EDRFDRHT I nN PEYTON YATES
1936 - 1966 L EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER

TELEPHONE (505) 748-1471

December 6, 1994

Sue-Ann Rose Edwards
8815 Mountain Path Circle
Austin, Texas 78759

Re: Rose-Cannon “AOR” Com. #1
Township 10 South, Range 25 East
Section 17: SE/4
Chaves County, New Mexico

Dear Ms. Edwards:

Please find enclosed our Operating Agreement which will cover future operations on the captioned well in which you have
a 1/56 mineral interest. As you know, this well was drilled in 1982 and your interest has never been accounted for. Yates
anticipates that this well is going to be put on production in the very near future, therefore, for purposes of distributing
monies payable from production we offer you the following options with respect to your interest:

1. Sign and return one copy of the extra signature page to the enclosed Operating Agreement and Designation of Pooled
Unit Agreement and you will become a working interest participant; Expect to be billed for your cost of drilling and
completing the well and all future operations which will include the cost of hooking the well up.

2. Sign and return the enclosed Oil and Gas Lease which will pay you a 1/4 royalty on oil and gas produced,
proportionately reduced to your 1/56 mineral ownership.

3. Farmout to Yates reserving a 3/16 of 8/8ths overriding until payout of the well at which time all of your reserved
overriding royalty interest will convert to a 25% working interest, subject to proportionate reduction.

In the near future, Yates will initiate Compulsory Pooling Proceedings at the New Mexico Oil Conservation Commission
at which time your interest will be pooled if you have not made one of the above elections.

-Pleasc call me at (505) 748-1471 and advise me on how we can account for yoﬁr interest.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Lnlg
Robert Bullock
Landman
RB:dke

enclosure(s)

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11210
DATE: 03/02/95
EXHIBIT NO. 5




T'roduccrl 88 Rcv. 'chnr lenac) 16.57 (One YEAR PAID upP LEASE) . Form 345-5
~ Hall Foairhaugh Peoa
()IL I\ND G}\S LEASE iawell, New Moo
. . 6th
THIS AGREEMENT made this .. e duy of, DECEMbET 2% bt

SUE-ANN ROSE EDWARDS, A _ oM TSSO A
YATES PETROLEUM CORPORATION 707, YATES DRILLING COMPANY 107, ABO PETROLEUM CORPORATION 107
AND MYCO INDUSTRIES, INC. 10%, ALL NEW MEXICO CORPORATIONS, LESSEE,

WITNESSETH

Ten and no/100

(310'.00...) tn hand paid, of the royalties herein provided and of the ngrecments of Lessce hcrein contained, hereby wrants, lcases and lets ex-
clusively unto Lessee {or.thc purpose of investigating, cxploring, proepecting, drilling nnd mining for and producing oil and gas, laying pipe lines, building
roads, tanks, power stations, telephone lines and other structurcs thereon and on, over and scross innds owned or claimed by Lessor adjacent and contiguous

1. Lessor in considerution of ..

thereto, to produce, save, take care of, treat, transport, and own said products, and houszing jts employees, the following described land §n
Chaves New Mexico toowit s .

Township 10 South, Range 25 East

Section 17: W/2SE/4
from the surface of the earth to 4245 feet below the surface

2. Without reference to the commencement, prosecution_or cessation at any time of drilling or other development operations and/or to the discovery, de-
vc)opmenl or cessation at any time of production of oil or gas and without furthar payments than the royalties hercin provided, and notwithstanding any.
thing el'se herein coptained to the contrary, this lcase shall be for a term of ONN€ year from this dute (¢alled “'primary term’”) and as long thereafter aa oil
or gas i3 produced from said land ur land with which said laond is pooled hereunder.

3. The royalties Lo paid by Lessee are: (a} on oil, 1/4th of that produced and saved from said land, the same to be delivered at the wells or to the
credit of [',u.\or into Lhe pipe line to whigh the wells may be connected: Lessee may from time to time purchase any royalty oil in its possession, payving the
market price therefor prevailing for the ficld where produced on the date of purchase: (b) on gas, including casinghead was or other gaseous substance, pro-

duced from aaid land, nnd sold, or used off the premises or for the extraction of gusoline or other praduct therefrom. the market value at the well of 1/4t:h

of the yas 80 aold or used, provided that on uas sold at the wells the royalty shall be l/ath of the amount realized from such sule: while there Is a gns
well on this lemsc or on acreuge punled therewith but ras [s not being sold or used, Lessce may pay or tender as royilty, on or before ninety (90) days after
the date on which said well s shut .in and thercafter at annual intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lense shall
not terminate and it will be considered that gas is being produced from this lease in puying quantitics., Payment or tender of said shut-in gas royalty may
be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have free
use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be com-
puted after deducting sny so used.

4. Lessee, at {ts option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil
and gas, or either of them, with other land, lease or leases in the Immediate vicinity thereof to the extent, hereinafter atipulated, when in Lessee’s judgment
it is necessary or advisable to do 8o in order properly to explore, or to develop and operate said leased premises in compliance with the spacing rules of
the New Mexico Oil Conservation Commission, or other luwful authority or when to do so would, in the judgment of Lessee, promote the conservation of oil
and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres cach in area,
and units pooled fur gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 109, thereo!f, provided that should government-
al authority having jurisdiction prescribe or permit the creation of units Jarger than those specified, urits thereafter crcated may conform substantially in size
with those prescribed by governmental regulations. Lessee under the provisions herevf may pool or combine acreage covered by this lesse, or any portion
thereof as above provided as to oil in any onc or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or strata
need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other atratum or strata, and oil units need
not conform as to area with gas units, The puoling in one or more instances shall not exhaust the rights of the Lessce hereunder to pool this lease or
portions thereof into other umits, Lessec shall file for record in the appropriate records of the county in w! ‘ch the lcased premises are situated an instrument
describing and designating the pooled ncreage ss a pooled unit. Lessee may at its election exercise its pooling option after commencing operations for or
completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which a well
capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have
theretofore been commenced. Operations for drilling on or production of oil or gas from' any part of the pooled unit which includes all or & portion of the
land covered by this lease regardless of whether such operations for drilling were commenced or such production was sccured before or after the execution
of this instrument or the instrimment designating the pooled unit, shall be considered as operations for drilling on or production of oil or gas from land covered by
this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, as to oil and gas,
or either of them, as herein provided, shall be trcated for all purposes, except the payment of royalties on production from the pooled unit, as if the same
were included in this leuse. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall
be entitled on production of ail and gas, ur either of them, from the pooled unit, there shall be allocated to the land covered by this lease and included in
said unit & pro rata portion of the oil and gas. or either of them, produced from the pooled unit after deducting that uscd for operations on the pooled units.
Such allgeation shall be on un acreaye hasis—thut i3 to say, there ghall be allocated to the acreage covered by this lease and included in the pooled unit
that pro rata portion of the oil and xas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and
included in the pooled unit hcars tn the total number of surface acres included in the pooled unit. Royalties hercunder shull be computed on the portion of
such production, whether it be o0il and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such
production were from such land, The production frum an oil well will be considered production from the lease or oil pooled unit from which it is producing
and not ss production from a gas pooled unit: and production from & gas well will be connidered as production from the lease or gas pooled unit from
which it is producing and not from an oil pooled unit. In_addition to the foregoing, Lessce at its option is hereby xiven the right and power from time
to time to commit said Jand or any part ur formation or mineral substance covered hereby to any cooperative or unit agreement or plan of development and
operation, and io any modifications thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful governmental
authority, In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New
Mexico is computed and paid, This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said
agresment or plan of operation shall be filed with the New Mexico Oil Conservation Commission, or other lawful authority, and Lessce shall record in
the County in which the leased premises are situated, an instrument describing such agreement or plan of operation and reflecting the commitment thereto,
and the same mnay be recorded either before or after the completion of wells.

5. If &t the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged
in drilling or reworking operations thcreon, or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall
remain in force o long as operations on said well or for drilling or reworking of any additional well are prosecuted with no cessation of more than 60 con-
secutive days, and if they resull in the production of oil or gas so long thereafter 23 oil or gas is produced from said land, or from land pooled therewith. 1f,
after the expiration of the primary term of this lease and after oil or gas i{s produced from said land, or from land pooled therewith, the production thereof
should cease from any cuuse, this lease shull not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of
such production, but shall remain in force and effect so long as such operations are prosecuted with no cessation of more than 60 consecutive days, and
if they result in the production of oil or gay, so long thereafter as oil or gas is produced from said land, or from land pooled therewith. Any pooled unit
designated by Lessee in nccordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of the county
in which the leased premises are situated at any time after the completion of a dry hole or the cessution of production on said unit. In the event a well or
wella producing oil or kas in paying quantities should be brought in on adjacent land and within 660 fect of and draining the lease premises, or land pooled
therewith. Lessce agrees to drill such offset well or wells as a rcasonably prudent vperator would drill under the same or similar circumstances. Lessee may
ut any time cxccute and deliver to Lessor or place of record a release or releases covering any portion or portions of the sbove described premises and
thereby surrender this lease as to such portion or portions and be relieved of =l]l obligations as to the acreage surrendered.

6. Lcssee shall have the right ot any time during or after the expiration of this lease to remove all property and fixtures placed by Lessce on said land,
including th.e right to draw and remove all casing. When required by Lessor, Lessee will bury all pipe lincs below ordinary plow depth, and no well shall be
drilled within two hundred feet of sny residence or barn now on said land without Leasor’'s consent.

7. Tha rights of either party hercunder may be assigned in whole or in part, and the provisions hercof shall extend to their heirs, successors and assigns
but no chanye or division in ownership of the land or royaltics, however accomplished, shall operate to cenlarge the obligations or diminish the righta of
Lessee: and no change or division in such ownership shall be binding on Lessee until thirty (30) days after Lessce shall hava been furnished by registered
U. S. mail at Lessee’s principal pluce of busineas with a certified copy of recorded instrument or instruments evidencing same, In tho-event of assignment
hereof in whole or in part liability for breach of any obligntion hereunder shall rest exclusively upon the owner of this lense or ©f s portion thereof who
commits such breach. 1If six or morc parties become’ entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a
recordahle inatrument rxecuted hy all auch parties denignating an agent to receive payment for all,

R. The breach by Lessco of any obligation arising hercunder shall not work a forfeiture or termination of this lease nor cause 8 termination or revision
ot_lhe eatats cre.nted here'by nor.be grounds for c¢ancellation hereof in whole or In part. In the event Lessor considers that operctions are not at any time
being condurted in compliance with this lense, Lessor shall notify Lessee in writing of the facts rclied upon as constituting a breach hereof, and Lessee, if
in default, .lhl." have sixty days after receipt of such notice in which to commence the compliance with the obligations imposed by virtue of this in-trum;nL
After the dixcovery of oil or gas in paying quuntities on said premises, Lessee shall develop the acrcage retained hereunder as a reasonably prudent operator
b?z inddi"‘:h”z'llng this .oblngationt.ti.t lhllld in no e\lrent be required to‘ drill more tha!; ?nc well per forty (40) acres of the aren retained hereunder and capable
el producing oil In paying quantities and one well per 640 mcrea plus an screage tolerance not to cxceed 1 . i
S € prodia® Quantities wnd one wel P P! 0% of 640 acres of .the area retained hereunder

9. Lessor herchy 4 4 e Sv LY S AP EAT Sv id—land 4l ngrces that Lessce at its option mn i i
] c : iy ward a $ y disrhurge any tax, mortgage or other !
upon said Jand cither in whole or in part, and in cvent Lessce does so, it shnll he subrogated to such lien with the right to enforce same and apply n‘:yullline:
accruing hercunder toward satisfying same. ~Withowt—imparement—sf—beneci—rinbi—wndan-the—ussenaty Th event of failure of title, it is agreed that if Lessor

owns an interest In the oil or gas on, In or under said lnrlm'(‘i less than the entire fee simple estate, then the royaltics to be pnid Lessor shall be red sced
: . ) S . Tties ¢ nid I v shall
propourtionalely, Shoull any anc or more of the parties named as Lessors fail to execute this lense, it shall nevertheless be bindin en arti
" the ) ¢ inding upon the psrty or parties

10. Should Lesscc be provented from zomplying with any express or implied covenant of this lcase, from canduyctin i i i
thercon or fron‘l nroducing oil ar goa therefrom by reason of mearcity of or inability to ohtnin or to use cquipmuent l:)crh ns:\l(ll;'ig;ngororb;ezg:r::?ﬁnop:f“;g;::
majeure, any Federal or state law or any order, rule or regulition of governmental authority, then while so | reventad, Tasace's oh‘liga(ion to comply with such
covenant shall he auspended, and Lessce ahall not be liable in damages for failure to comply therewith; and ‘this leare shall be extended while and s 1un
a3 Lesree i3 prevented by any such cuuse from conducting drilling_or reworking opcrations on or fram producing oil or gns from the lenscd prcmi,.o. . g
the time while Lessce is so prevenled shall not be counted against Lesace, anything fi this lease to the contrary notwithstanding. ¢3; on

IN WITNESS WHENREOF, this instrument is executed on the date first above written.

" SUE-ANN ROSE EDWARDS

Lenvor lcesor




£

- g =1 o l
52 z 2 > 2 I -
o 0 ~
a - g =
5 3 @ 3 g
2 g g :
2 = S 2
s | o % 3 - o
! g ?:. .?., « = B
0 o 4 B
e} ] r( job] —~
=3 2“ » 3 ; g =l —=
2 !'___‘: o g n = e
3 2 a = @ g_, E~
o [«] <
3 2 § “ ;
el O v 62 ) Lo} e
' 12 e e & - o Q -
N = g ) i I'e) o —
' G < o015 5 b
° < > o s > : =2
5 OQ e a v g = ©
= ] - o z
‘Ki ~ 4 o o N
g 8 g 51 =
anqng LasvioN 6T £311(Xxd UOISSTWWOd A
* NVHOM V “S@IVMJE dS0¥ NNV-40S 4q 6T
J0 Lep SIY} oW 9I039q Ppa3pa[mouyssB sBmM juswnijsut BuroBaioy aYqJ,
Fo £Aquno)
J0 ELVLS
LNHNITATMAONIDY TVAAIAIANI
Juqng L1evjoN rsaxtdyig worsstmawo) A
. ‘uorgeIodIcd pres Jo Fieysq uo
uonyerodiod v - Fo
Juapisalg ¢ ’ Aq
8T ¢ JO Lvp — " SIYj SW 910J9q PA3pajaouov sBAM jusuniisur 3uro3aioF ayg,
{ Fo L3unod)
‘58
ODIXHM MIN 40 JLVIS
INENIAITMAONNHOV NOILLVIOdHO0D
a1qng  A1830N 6T BAIICXd UOISSIUIWOd Ay
' 4q 61
70 Aup 81y} W 310J3q padpa[mourndw sBm judwnyysul 3utoSarox Yy,
{ J0 £3unon
‘88
‘O0IXAN MAN J0 ALVIS

LININWIAATMONNOY TVNAAIAIANI



SENDER:
e Complete items 3, and 42 & b.

return this card to you.

does not permit.

delivered.

Complete items 1-andfor 2 for additional services.
¢ Print your name and address on the reverse of this form so that we can
¢ Attach this form to the front of the mailpiece, or on the back if space

* Write *‘Return Receipt Requested’’ on the mailpieces below the article number .|
* The Return Receipt will show to whom the article was delivered and the date

fee):

| also wish to receive the
following services {for an extra

1. O Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:
Sue-Ann Rosé Edwards

4a. Article Number
Z 061 314 895

4b. Service Type
[ Registered

i | XX Certified
(O Express Mail

O nsured
Ocoo

O Return Receipt for
Merchandise

7. Date of Delivery

si%m {Addressee)

and fee is paid)

6. Signature {Agent)

-

8. Addressee’s Address (Only if requested

Rose-Cannon AOR Com. #1

Thank you for using Return Receipt Service.

Vls your .RETUF.lN ADDRESS completed 6n the reverse sidc’

v Z 0Ll 314 895
Receipt for
Certified Mail

No Insurance Coverage Provided

Do not use for International Mail

{See Reverse)
Rose Edwards

881: Mﬁllntaln Path Circle
SKUSHh)Texas 78759

P.0O., State and ZIP Code

UMITED STATES
TaL. SENVICE

Postage

Certitied Fee

Special Deivery Fee

Restncled Dehvery Fee

Return Receipt Showing
to Whom & Date Detivered

Return Receipt Showing 10 Whom,
Date, and Addressee’s Address

TOTAL Postage
& Fees

Postmark or Date

PS Form 3800, March 1993

N

PS Form 3811, December 1991

#U.S. GPO: 1993—352-714 .

‘DOMESTIC RETURN RECEIPT

L

Z Ob1 314 &79
Receipt for

Certified Mail

No Insurance Coverage' Providec_j
s Do not use for International Mail
(See Reverse)

Sent to

Sanders 0il &=GaszCo

Street and No

P.0O. Box 797005

P.O., State and ZIP Code

TX-25379-7005

$

llas
- y

‘ Postage

Certified Fee

Speciat Dehvery Fee

Restricied Dehvery Fee

Return Receipt Snowing
to Whom & Date Delivered

Return Receipi Snowing to Whom,
Date, and Addressee’s Address

TOTAL Postage
& Fees

Postmark or Date

PS Form 3800, March 1993

PS Form 3800, March 1993

PS Form 3800, March 1993

Z 0Bl 314 8a0O
Receipt for
Certified Mail

No Insurance Coverage Provided
Do not use for Iinternational Mail
{See Reverse}

=

UNITED STATES
L SERVICE

Sent 10
Sue-Ann Rose Edwards

1615 'Spyglass Drive #2

P O, State ara ZIP Code

Bustin, TX 78746
Postage $
Certified Fee

Speciai Deiivery Fee

Restncted Debvery Fee

Return Recept Srowing
to Whom & Date Delvered

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

TOTAL Postage
& Fees

Postmark or Date

/

PS Form 3800, March 1993

.

7 2L2 3L3 4914

Receipt for
Certified Mail

No insurance Coverage Provided
’“Wﬂm Do not use for International Mail
(See Reverse)

Sent to

wt - Bany Rase Eduwar

Sm‘g\c\ml Ba Secyo n¥

P.0.,pState and ZiP Code -L \ %\'\\(\

Postage

TV TN
s S|

Certitied Fee

Special Delivery Fee

Restricted Delivery fee

Return Receipt Showing
to Whom & Date Delivered

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

TOTAL Pastage
& Fees

Postmark or Date

5

. 2 dk2 3L2 9kS

Receipt for
Certified Mail
No Insurance Coverage Provided
wosures Do not use for International Mail
(See Reverse)

e \u/““r\ Rese \:A\M

Street:

P.O ate and ZIP Co

NS LA

Postage

Certified Fee

Special Deirvery Fee

Restricted Delivery Fee

Return Receipt Showing
to Whom & Date Delivered

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

TOTAL Postage
& Fees

Postmark or Date

I
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between YAT}?S PETROLEUM CORPORATION, a
New Mexico corporation, 105 S. 4th St., Artesia, N.M.

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

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gaé‘ in-
terests in the land identified in Exhibit “A”, and the parties hereto have reached an agreement to explore
and develop these leases and/or oil and gas interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW, THEREFORE, it is agreed as follows:

ARTICLE 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 ‘“o0il and gas lease”, “lease” and “leasehold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

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

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

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

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

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

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

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

ARTICLE II
EXHIBITS

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

part hereof:
[X A. Exhibit “A”, shall include the following information: .

(1) Identification of lands subject to agreement,

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

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

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

(5) Addresses of parties for notice purposes.

[J B. Exhibit “B”, Form of Lease.

X C. Exhibit “C”, Accounting Procedure.

X] D. Exhibit “D”, Insurance.

(X] E. Exhibit “E”, Gas Balancing Agreement. N

X F. Exhibit “F”, Non-Discrimination and Certification of Non-Segrégated Facilities.

B

If any provision of any exhibit, except Exhibit “E”, is inconsistent with any provision contained
in the body of this agreement, the provisions in the body of this agreement shall prevail.
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ARTICLE III.
INTERESTS OF PARTIES

A. Oil and Gas Interests:

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

B. Interest of Parties in Costs and Production:

Exhibit “A” lists all of the parties and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
this agreement shall be borne and paid, and all equipment and material acquired in operations on the
Contract Area shall be owned by the parties as their interests are shown in Exhibit “A’”. All produc-
tion of oil and gas from the Contract Area, subject to the payment of lessor’s royalties whiek—will—be
borre—isy—tire—dJeint—reeomwnt, shall also be owned by the parties in the same manner during the term
hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
ered hereby.

ARTICLE IV,
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases
and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
The opinion will include the ownership of the working interest, minerals, royalty, overriding royalty
and production payments under the applicable leases. At the time a well is proposed, each party con-
tributing leases and/or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examination of 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 furnished to each party hereto. The cost incurred by Operator in
this title program shall be borne as follows:

51

61

preliminary, supplemental, shut-in gas royalty opinions and divisicR—eweder=titIE opinions) shall be a
part of the administrative ovsrheasas—provided 1in Exhibit “C,” and shall not be a direct charge, whether

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

has been examined as above provided, and (2) the title has been apploved by the examining attorney or
title has been accepted by all of the parties who are to-participate in the drilling of the well.

B. Loss of Title:

1. Failurc of Title: Should any oil and gas intcrest or lease, or interest therein, be 1dét'through
failure of title, which loss results in a reduction of inlerest from that shown on Exhibit “A”, thxs agree-
ment, nevertheless, shall continue in force as to all remaining oil and gas leases and mterests, and

(a) The party whose oil and gas lease or interest is affected by the title fallure shall bear alone
the entire loss and it shall not be entitled to recover from Operator or the other part1es any -development

9
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or operating costs which it may have theretofore paid, but there shall be no monetary liability on its
part to the other parties hereto for drilling, development, operating or other similar costs by reason of
such title failure; and

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

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

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

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

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

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

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

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

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

ARTICLE V.
OPERATOR

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR: ‘

YATES PETROLEUM CORPORATION, 105 South 4th' St., Artesia, N.M. 88210

Operator of the Contract Area, and shall conduct and direct and have full control of all opera
the Contract Area as permitted and required by, and within the limits of, this agreement, 11Es:ha]1 con-
duct all such operations in a good and workmanlike manner, but it shall have no hab}h}yﬁs Operator
to the other parties for losses sustained or liabilities incurred, except such as may resu1. ; de ‘gross
negligence or willful misconduct.
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B. Resignation or Removal of Opecrator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice
thereof to Non-Opecrators. If Operator terminates its legal existence, no longer owns an interest in the
Contract Area, or is no longer capable of serving as Operator, it shall cease to be Operator without any
action by Non-Operator, except the selection of a successor. Operator may be removed if it fails or
refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or removal shall not become effective until 7:00 o’clock A.M.
on the first day of the calendar month following the expiration of ninety (90) days after the giving of
notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor
Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after effect-
ive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of
a corporate name or structure of Operator or transfer of Operator’s interest to any single subsidiary,
parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Op-
erator shall 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. If the Operator that
is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown
on Exhibit “A”, and not on the number of parties remaining after excluding the voting interest of the
Operator that was removed.

C. Employees:

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

D. Drilling Contracts:

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

ARTICLE VI,
DRILLING AND DEVELOPMENT

A sdial YAT 1l \

1
Fe 4 InreraTr—ry e

On or before the day of , 19__, Operator shall commence
ing of a well for oil and gas at the following location:

and shall thereafter continue the drilling of the well with due dili

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

Operator shall make reaso le tests of all formations encountered during drilling which v:gi;\‘le in-
dication of containing oil gas in guantities sufficient to test, unless this agreement shall be Jdimited
in its application to a_sgecific formation or formations, in which event Operator shall be'ivreqmred to
test only the for ion or formations to which this agreement may apply. ;

t,', \Vlshes

Z-and abandon . same as nrnannH in Article VI E 1l heoraof
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B. Subsequent Operations:

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

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article
VI.B.1. or VILE.1. elects not to participate in the proposed operation, then, in order to be entitled to
the benefits of this article, the party or parties giving the notice and such other parties as shall elect
to participate in the operation shall, within sixty (60) days after the expiration of the notice period of
thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period
where the drilling rig is on location, as the case may be) actually commence work on the proposed
operation and complete it with due diligence. Operator shall perform all work for the account of the
Consenting Parties; provided, however, if no drilling rig or other equipment is on- location, and if Op-
erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
the work required by such proposed operation for the account of the Consenting Parties, or (b) desig-
nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article VI.B.2,, shall comply with all terms
and conditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the
expiration of the applicable notice period, shall advise the Consenting Parties of (a) the total interest
of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-
ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
hours (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice, shall advise the
proposing party of its desire to (a) limit participation to such party’s interest as shown on Exhibit “A”,
or (b) carry its proportionate part of Non-Consenting Parties’ interest. 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 Consenting Parties. If such
an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions
of this Article results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall
complete and equip the well to produce at their sole cost and risk, 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 Parties.
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, crude oil excise taxes, royalty, overriding royalty and other interests existing on the effective date hereof,
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) 2gg % of each such Non-Consenting Party’s share of the cest of any newly acquired surface
equipment beyond the wellhead connections (including, but not. lifhited to, stock tanks, sepa;étors,
treaters, pumping cquipment 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 cach Non-Consenting Party’s share of such costs and equipment will be that ‘interest which
would have been chargeable to each Non-Consenting Party had it participated in the well ff_rb’m the be-
ginning of the opcration: and Tt

(b)_500% of that portion of the costs and expenses of drilling reworking, deepening, ‘or plugging
back, testing and completing, after deducting any cash contributions received under Article VIII.C., and
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500% of that portion of the cost of newly acquired equipment in the well (to and including the well-
head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
pated therein.

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

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’'s share
of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of
all production, cryde oil excise taxes, severance, gathering and other taxes, and all royalty, overriding royalty
and other burdens applicable to Non-Consenting Party's share of production.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other 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 equipment 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 con-
ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well, and an itemized statement of the cost of drilling,
deepening, plugging back, testing, completing, and equipping the well for production; or, at its option,
the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed
statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the
operation of the well, together with a statement of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the well’s working interest production during the preceding
month. In determining the quantity of oil and gas produced during any month, Consenting Parties
shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
amount realized from the sale or other disposition of equipment newly acquired in connection with any
such operation which would have been owned by a Non-Consenting Party had it participated therein
shall be credited against the total unreturned costs of the work done and of the equipment purchased,
in determining when the interest of such Non-Consenting Party shall revert to it as above provided;
and if there is a credit balance, it shall be paid to such Non-Consenting party.

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 auto-
matically 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 there-
from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
reworking, deepening or plugging back of said well. Thereafter, 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.

dri

The provisions of this Article shall have no application whatsoever to the drilling of the'"ifinitial
well described in Article VI.A. except (a) when Option 2, Article VII.D.1.,, has been selected,: or (b)
to the reworking, deepening and plugging back of such initial well, ~if such well is or thereafter sshall
prove to be a dry hole or non-commercial well, after having been drll’led to the depth specified i ‘Artlcle
VILA. :

3

e | ’?_:t
C. Right to Take Production in Kind: /f“““ 2
Each party electing to take in kind or separately dispose of its proportionate share of the production from the Contract Area
shall keep accurate records of the volume, selling price, royalty and taxes relative to its share of production. Non-Operators
shall, upon request, furnish Operator with true and complete copies of the records required to be kept hereunder whenever, under
the terms of this agreement or any agreement executed in connection herewith, it is necessary for Operator to obtain said information.
Any information furnished to Operator hereunder shall be used by Operator only to the extent necessary to carry out its duties
as Operator and shall otherwise be kept confidential.

Each party shall have the right to take in kind or separately dispose of its proportionate share of all oil and gas produced
from the Contract Area, exclusive of production which may be used in development and producing operations and in preparing and
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treating oil for marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate
disposition by any party of its proportionate share of the production shall be borne by such party. Any party taking its share of
production in kind shall be 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 direct 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 and gas 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 and gas 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 Op-
erator 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 and gas not previously delivered to a
purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas 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. Notwithstanding the
foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party’s
share of gas production without first giving such other party thirty (30) days notice of such intended
sale.

In the event any party hereto is not at any time taking or marketing its share of gas production and Operator
is either (i) unwilling to purchase or sell or (i) unable to obtain the prior written consent to purchase or sell such
party's share of gas production, or in the event any party has contracted to sell its share of gas produced from
the contract Area to a purchaser which does not at any time while this agreement is in effect take the full share
of gas attributable to the interest of such party, then in any such event the terms and conditions of the Gas

Balancing Agreement attached hereto as Exhibit "E" and incorporated herein shall automatically become
effective.

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect
or observe operations, and shall have access at reasonable times to information pertaining to the de-
velopment 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 govern-
mental 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 requests the
information.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VI.B.2,, any well
which has been drilled 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 or legal hoiidays) 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 bapplicable regulations and at the cost,
risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
jects to the plugging and abandoning such well shall have the right to take over the well and conduct
further operations in search of o0il and/or gas subject to the provisions of Article VIL.B. ~

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-
bursed as therein 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 wéil shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and eXpense
of all the partles hereto. If, within thirty (30) days after receipt of notice of the proposed abandohment
of such well, all parties do not agree to the abandonment of any weH those wishing to contmuepts op-
eration 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 estlmated
cost of salvaging and the estxmated cost of plugging and abandonmg Each abandonmg part

oil and gas lease, hmlted to the interval or intervals of the formation or formations then pe
tion, for a term of one year and so long thereafter as oil and/or gas is produced from the mterval :Qr mter-_ B
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1  wvals of the formation or formations covered thereby, such lcase to be on the form attached as Exhibit
2 “B”. The assignments or lcases so limited shall encompass the '“drilling unit” upon which the well is
3 located. The payments by, and the assignments or leases to, the assignecs shall be in a ratio based upon
4 the relationship of their respective percentages of participation in the Contract Area to the aggregate of
5 the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
6 of interest in the remaining portion of the Contract Area.

7

8 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-
9 eration of or production from the well in the interval or intervals then open other than the royalties
10 retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
11  operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
12 templated by this agreement, plus any additional cost and charges which may arise as the result of
13  the separate ownership of the assigned well.

14

15 ARTICLE VII.

16 EXPENDITURES AND LIABILITY OF PARTIES

17

18 A. Liability of Parties:

19

20 The liability of the parties shall be several, not joint or collective. Each party shall be responsible
21 only for its obligations, and shall be liable only for its proportionate share of the costs of developing
22 and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILB. are
23  given to secure only the debts of each severally. It is not the intention of the parties to create, nor shall
24  this agreement be construed as creating, a mining or other partnership or association, or to render the
25 parties liable as partners. It is not the intention of the parties that this contract is
26 made or intended for the benefit of any third personm.

27 B. Liens and Payment Defaults:

28

29 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
30 security interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure
31 payment of its share of expense, together with interest thereon at the rate provided in the Accounting
32 Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
33  Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
34 of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
35 for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
36 rights or security interest as security for the payment thereof, In addition, upon default by any Non-
37 Operator in the payment of its share of expense, Operator shall have the right, without prejudice to
38 ther rfhts o§ raegggéﬁ)sl to Cg%:l%cx:cnferomfeees purch ser the roceeids from the sal sutch Non- pﬁdrator S
39 s are o onlgang/or gas untx?the amo}{mt owedlgy sucheﬁon -Opera olxl*}plus mgereﬁtecas g pal 1%u%ncy,
40  purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any de-
41  fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
42  erator’s proportionate share of expense.
43

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

49

50 C. Payments and Accounting:

51

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

58

59 Operator, at its election, shall have the right from time to time to demand and receive from the
60 other parties payment in advance of their respective shares of the éstlmated amount of the expense to
61  be incurred in operations hereunder during the next succeeding month “which right may be exercised only
62 by submission to each such party of an itemized statement of such estimated expense, togetherf} with
63 an invoice for its share thereof. Each such statement and invoice for the payment in advancewo_\ esti-
64 mated expense shall be submitted on or before the 20th day of the next preceding mon h/EEach<barty
65 shall pay to Operator its proportionate share of such estimate within fifteen (15) day,§ er_suc}l es-
66 timate and invoice is received. If any party fails to pay its share of said estimate w1thm‘\ satd flme, the
67 amount due shall bear interest as provided in Exhibit “C” until paid. Proper adjustme “’shall be
68 made monthly between advances and actual expense to the end that each party shall bea nd .pay its
69 proportionate share of actual expenses incurred, and no more. o

70
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D. Limitation of Expenditures:

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

K] 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, Operator shall give im-
mediate 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 holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made, shall include consent to all necessary expenditures for the completing and equipping of such
well, including 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 all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
plugging back” as contained in Article VI.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 agree-
ment, it being understood that the consent to the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessary tankage and/or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
an expenditure in excess of TWENTY FIVE THOUSAND=-==--—==—-=-—--- “Dollars ($ 25,000.00 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
gency to the other parties. If Operator prepares “Authority for Expenditures” for its own use,
Operator, upon request, shall furnish copies of its “Authority for Expenditures” for an% sm%le project
costing in excess of FIFTEEN THOUSAND-——------——-—-——=====""" Dollars ($ ).

E. Royalties, Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of
1/8 of 8/8ths due on its share of production and shall hold the other parties free
from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account

for or cause to be accounted for, such interest to the owners thereof.

No party shall ever be responsible, on any 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 settlements on a higher price basis,
the party contributing such lease shall bear the royaity burden insofar as such higher price is concerned.

It is recognized by the parties hereto that in addition to each party's share of working interest production as shown in Exhibit "A",
such party shall have the right, subject to existing contracts, to market the royalty gas attributable to each lease which it
contributes to the Contract Area and to receive payments due for such royalty gas produced from or allocated to such lease or leases.
It is agreed that, regardless of whether each party markets or contracts for its share of gas, including the royalty gas under the

- leases which it contributed to the Contract Area, such party agrees to pay or cause to be paid to the royalty owners under its lease or

leases the proceeds attributable to their respective royalty interest and to hold all other parties hereto harmless for its failure to do so.
F. 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 Si“ their
expense, In the event two or more parties own and have contributed interests in the same lease': to this
agreement, such parties may designate one of such parties to make said payments for and on behalf of all
such parties. Any party may request, and shall be entitled to-receive, proper evidence of all suchpay—
ments. In the event of failure to make proper payment of any rental, shut-in well payment or mmxmum

day and holidays), or at the earliest opportunity permltted by circumstances, prior to takm
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 tlmely payments
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of any shut-in well payment shall be borne jointly by the parties hercto under the provisions of Article
IV.B.3.

G. Taxes:

Beginning with the first calendar ycar after the effective date hercof, Operator shall render for ad
valorem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
dition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not be
limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests con-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
being subject to outstanding excess royalties, overriding royalties or production payments, the reduction in
ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold
estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
ner provided in Exhibit “C”.

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

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

H. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the Workmen'’s
Compensation Law of the State where the operations are being conducted; provided, however, that Op-
erator may be a self-insurer for liability under said compensation laws in which event the only charge
that shall be made to the joint account shall be an amount equivalent to the premium which would have
been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
benefit of the joint account of the parties as outlined in Exhibit “D”, attached to and made a part hereof.
Operator shall require all contractors engaged in work on or for the Contract Area to comply with the
Workmen’s Compensation Law of the State where the operations are being conducted and to maintain
such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D”, or subsequently
receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
such insurance for Operator’s fully owned automotive equipment.

ARTICLE VI
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties do not agree or consent thereto, the party desiring to surrender shall assign, without express
or implied warranty of title, all of its interest in such 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 desiring to surrender it. If the interest of the assigning party includes an oil and gas interest, the as-
signing party shall execute and deliver to the party or parties not desiring to surrender an oil and gas
lease covering such oil and gas interest for a term of one year and 80 long thereafter as oil andybr gas
is produced {from the land covered thereby, such lease to be on the form attached hereto as Exh_ib"i'tﬂ“B"‘
Upon such assignment, the assigning party shall be relicved from ‘all obligations thereafter é&:i‘uing.
but not theretofore accrued, with respect to the acreage assigned and the operation of any well hereon
and the assigning party shall have no further interest in the lease assigned and lts eqmpmen and pro-

ging and abandoning. If the a551gnment is in favor of more than one party, the asagnedﬂm_’;efé's‘t'__Shall

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

Any assignment or surrender made under this provision shall not reduce or change the assignor’s or
surrendering parties’ interest, as it was immediately before the assignment, in the balance of the Contract
Area; and the acreage assigned 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
proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
which shall be in proportion to the interests held at that time by the parties in the Contract Area.

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.

without warranty

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 taken or contracted
for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
lease and shall not be subject to the provisions of this agreement.

The provisions in this Article shall apply also and in like manner to extensions of oil and gas

leases. The provisions of this Article VIII-B shall only apply to leases, or portions

of leases, located within the Unit Area.

C. Acreage or Cash Contributions:

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

by the Contributing Parties toward the Initial, Substitute, or Option Test Well.
D. Subsequently Created Interest:

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

1. If non-consent operations arc conducted pursuant to any provision of this agreement, and the
party conducting such operations bccomes entitled to receive the production attubutable to the mterest
out of which the subsequently created interest is derived, such party shall receive same free and clear
of such subsequently created interest. The party creating same shall bear and pay all such subsequently
created interests and shall indemnify and hold the other parties hereto free and harmlcss from any and
all liability resulting therefrom. :

-11 -
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2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
pay, when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
visions of Article VLE. hereof, or (3) clects to surrender a lecase under provisions of Article VIILA.
hereof, the subsequently created interest shall be chargeable with the pro rata portion of all expenses
hercunder in the same manner as if such interest were a working interest. For purposes of collecting
such chargeable cxpenses, the party or parties who receive assignments as a result of (2) or (3) above
shall have the right to enforce all provisions of Article VIL.B. hereof against such subsequently created
interest.

E. Maintenance of Uniform Interest:

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

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

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

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

F. Waiver of Right to Partition:

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

2V el a = da D Gt a o s o\ a ntoka n-a-e = Eraalnan Q
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interests in the Contract Area, it shall promptly give written notice to the other parties, withs ~a“’
mation concerning its proposed sale, which shall include the name and address g rspective pur-
chaser (who must be ready, willing and able to purchase), the purchase.srfCe, and all other terms of
the offer. The other parties shall then have an optional prigpa#gfit, for a period of ten (10) days after
receipt of the notice, to purchase on the same terms_aad™conditions the interest which the other party
proposes to sell; and, if this optional rig is~exercised, the purchasing parties shall share the pur-
chased interest in the proportion the interest of each bears to the total interest of all purchasing
parties. However, there shellbe no preferential right to purchase in those cases where any party wishes
to mortgage its-rt€rests, or to dispose of its interests by merger, reorganization, consolidation, or sale
of gll-erSubstantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of part-
nership or an association for profit between or among the parties hereto. Notwithstanding any pro-
visions 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 pur-
poses, this agreement and the operations hereunder are regarded aé a partnership, each party’_héreby
affected elects to be excluded from the application of all of the pro{lisions of Subchapter “K”, CHapter
1, Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Sectionzi"YGI of
the Code and the regulations promulgated thereunder. Operator is authorized and directed}\.j(_d:éxécdte on
behalf of each party hereby affected such evidence of this election as may be required by-"fﬁe,Se‘cfetary
of the Treasury of the United States or the Federal Internal Revenue Service, including'épeéifically, but
not by way of limitation, all of the returns, statements, and the data required by Federal Regula-
tions 1.761. Should there be any requirement that cach party hereby affeeted give furi.héf:"évidence of
this election, cach 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 neccessary to evidence this election. No
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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 Code is permitted, each party hereby affected shall make such election as
may be permitted or required by such laws. In making the foregoing election, each such party states that
the income derived by such party from Operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
penditure does not exceed FIFTEEN THOUSAND-—-=—————————————m oo oo oo o m o o Dollars
($ 15,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount
required for settlement exceeds 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 ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
of the parties. 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, the party shall immediately notify Operator, 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 reasonable dispatch shall not
require the settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its
wishes; how all such difficulties shall be handled shall be entirely within the discretion of the party
concerned.

The term ‘“‘force majeure”, as here employed, shall mean an act of God, strike, lockout, or other
industrial disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, 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 hetween the parties, and required by any of the provisions of
this agreement, unless otherwise specifically provided, shall be given in writing by United States mail
or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party 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 originat-
ing notice is received. The second or any responsive notice shall be deemed given when deposited in
the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
or when sent by teletype. Each party shall have the right to change its address at any time, and from
time to time, by giving written notice hereof to all other parties.

ARTICLE XIII.
TERM OF AGREEMENT
This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas in-
terests subjected 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 gasi"iﬂfé_x‘es_ﬁ con-
tributed by any other party beyond the term of this agreement. L v

\
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XX Option No. 2: In the event the well described in Article VLA, or any subsequent well drilled
under any provision of this agreement, results in production of oil and/or gas in paying quantities, this
agreement shall continue in force so long as any such well or wells produce, or are capable of produc-
tion, and for an additional period of 180 days from cessation of all production; provided, however,
if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in
drilling or reworking a well or wells hereunder, this agreement shall continue in force until such op-
erations have been completed and if production results therefrom, this agreement shall continue in
force as provided herein. In the event the well described in Article VIA., or any subsequent well
drilled hereunder, results in a dry hole, and no other well is' producing, -or capable of producing oil
arg/or gas from the Contract Area, this agreement shall terminate unless drilling or reworking opera-
tions are commenced within __lg_q___days from the date of abandonment of said well.

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

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 committed
acreage 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, ordinances, rules, regulations, and’
orders.

B. Governing Law:

The essential validity of this agreement and all matters pertaining thereto, in¢luding, but not lim-
ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and in--
terpretation 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 where most
of the land in the Contract Area is located shall govern.

ARTICLE XV.
OTHER PROVISIONS

A. Not included.
B. Not included.
C. Not included.

. Notwithstandin other provisions herein, if during the term of this agreement, a well is required
tone drilled, deepgxgd?y reworked, plugged back, sidetracked, or recampleted, or other operation that
may be required in order to (1) contimue a lease or leases in force and effect, or (2) maintain a unitized
area ar 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) arrplym&anorderls:andbyaregulagtoxybodyhavmgjmsdlcummthe
premises, failing in which certain rights would terminate, the following shall y. Should less than all
oft:hepartiesheretoelecttod}grdcipatea:ﬁpaythea_rpmportmnategartof costs to be incurred in
such coperation, those parties iring to cipate shall have the right to & so at their sole cost,
risk, and expense. Pramptly following conclusion of such operation, each of those parties not
participating agree to execute and deliver an_appropriate assigment to the total interest of each
non-participating party in and to the lease, leases, or rights which would have terminated or which

therwi have been preserved by virtue of such tion, and in and to the lease, leases or rights
edmmsf}e%oeof%edrmﬁygmﬁtmm.ﬂewél}msdnuﬁd,a , however, wells
theretofore oompleted and capable of producing in paying quantities. Such assigrment be delivered to

the participating parties in the proportion that they bore the expense attributable to the
ncn-participating parties' interest. :

. production, whether oil or gas, may be sold from the lease acreage, or lands pooled therewith, to
anf:r pal\::?ty's sgb%idiaries, affiliateg, or }a,ssociates, without each party's prior 'wrn.tten consent. A1l
production sold from the lease acreage, or lands pooled therewith, will be an amm's length trade with a
third parchaser. It is expressly agreed if prior written consent is given to a party selling to
thersefaverg 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 am's length trade with a third party purchaser, the remaining parties will have the option to also sell
at the same or higher price.

F. Prior to camencement of any well drilled under this agreement, ;e.ach-rr)n—cper_ator must tender to the
operatar its share of dry hole cost, as set out on Authority for Expenditure proposing such well.
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Attached to and made a part of Operating Agreement dated December 5, 1994 between
Yates Petroleum Corporation "Operator" and Sanders 0Oil & Gas Company, et al,
"Non-Operators".
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ARTICLE XVI.
MISCELLANEQUS

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.
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Attest:

Aftest:

MyYcCO INDUSTRIES, INC.

By:

Attorney-in-Fact
SANDERS OIL & GAS COMPANY

By:

ENERAG, INC.

By:

PAM ROSE RIDGE

SUE ANN ROSE EDWARDS

JULIA ROSE HEALD




STATE OF NEW MEXICO )
:SS

COUNTY OF EDDY )
. . . A 2%
The foregoing instrument was acknowledged before me this \1 day of

Delipbdts  , 1994 by ‘SNL ‘QL o\\ulsqg Attorney-in-Fact, for Yates Petroleum
Corporation, a New Mexico corporation, on behalf of said corporation.

SO

My Commission Expires: Notary Public
\O-N\-9y
STATE OF )
'SS
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1994 by . ,
for , a corporation, on

behalf of said corporation.

My Commission Expires: Notary Public




ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT
DATED DECEMBER 5, 1994, BETWEEN YATES PETROLEUM
CORPORATION "OPERATOR" AND SANDERS OIL & GAS COMPANY, ET
AL, “NON-OPERATORS”, COVERING LANDS LOCATED IN CHAVES
COUNTY, NEW MEXICO.

EXHIBIT "A"
L Lands Subject:

1. Lands Subject to Agreement:
Township 10 South, Range 25 East
Section 17 E/2SE/4
Rights below 2000 feet subsurface to 4245 feet below surface.

Township 10 South, Range 25 East

Section 17 W/2SE/4

Chaves County, New Mexico

Rights from the surface to 4245 feet below the surface.

IL Percentage Interests of Parties Under the Agreement:
Yates Petroleum Corporation 37.81252%
Myco Industries, Inc. 5.40179%
Yates Drilling Company 5.40179%
Abo Petroleum Corporation 5.40179%
Sanders Oil & Gas Company 22.47020%
Enerag, Inc. 20.83330%
Pam Rose Ridge .89290%
Sue Ann Rose Edwards .89290%
Julia Rose Heald .89290%

Addresses of Parties to Which Notices Should be Sent:

Yates Petroleum Corporation Sanders Oil & Gas Company
Yates Drilling Company 16200 Dallas Parkway, Suite
Abo Petroleum Corporation Dallas, Texas 75248

Myco Industries, Inc.
105 South Fourth Street

Artesia, New Mexico 88210 Enerag, Inc.
Attention; Robert Bullock P.O. Box 1054

Midland, Texas 79702-1600
Julia Rose Heald Sue-Ann Rose Edwards
3301 Elm Street 8815 Mountain Path Circle
Dallas, Texas 75226 Austin, Texas 78759
Pam Rose Ridge
1006 Birchwood Lane

Mansfield, Texas 76063



COPAS — 1974

. Recommended by the

- Council  of Petroleum
Krafthilt 601, ruisa 74100 ‘Accountants Socteties of -

North America
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EXHIBIT “cm

Attached to and made a part of Operating Agreement dated December
5, 1994 between Yates Petroleum Corporation "Operator" and
Sanders 0Oil & Gas Company, et al, "Non-Operators".

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions

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

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

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

“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.

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

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

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

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

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

Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each monthly billing

to reflect advances received from the Non-Operators.

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (129 ) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with

the collection of unpaid amounts.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.

Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section I. Where there are two or more Non-Operators, the Non-Operators. shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed

to by the Operator. \

Approval by Non-Operators

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

tors.
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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:
1. Rentals and Royalties

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

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

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

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

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II.

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

3. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator’s actual
cost not to exceed twenty per cent (20%).

4. Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

5. Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-

tions:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’'s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost,
of $200 or less excluding accessorial charges.

6. Services
The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

the Parties.

7. Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

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

9. Legal Expense
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator’s legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the overhead provisions of Section IIT unless otherwise agreed to by the

Parties, except as provided in Section I, Paragraph 3.
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All taxes of every kind aqd nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties,

10. Taxes

11. Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator’s
cost not to exceed manual rates.

12. Other Expenditures

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

III. OVERHEAD

1. Overhead - Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling- and producing operations on either:
( X ) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not {xx) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $___4000.00
Producing Well Rate $__400.00

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

(a) Drilling Well Rate

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

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days.

(b) Producing Well Rates

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

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

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.

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

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

(3) The well rates shall be adjusted as of the first day of ‘April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment.
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B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
{a) Development

Percent ( %) of the cost of Devclopment of the Joint Property exclusive of costs
prov1ded under Paragraph 9 of Section II and all salvage credits.

(b) Operating

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

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Sectxon II1, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as dei.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess

of $25,000.00  :
A 5 % of total costs if such costs are more than $.25,000,00 but less than $_100,000.00 ; plus

B. _3 % of total costs in excess of $__100,000.00 but less than $1,000,000; plus
C. _2__% of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

3. Amendment of Rates

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

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

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

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2. Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-

counts:

A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.

(2) Line Pipe
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-
mally available.

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section IV.

(3) Other Malerial shall be priced at the current new price, in effect at date of movement, as listed by a reliable
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally

available. -
B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for rcuse without reconditioning:

(1) Material moved to the Joint Property
(a) At scventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV.
(2) Material moved from the Joint Property

(a) At scventy-five percent (759, ) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally charged to the Joint Account as new Malerial, or
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(b) at si.xty—five percent (65%) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75¢¢) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by Para-

graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-

pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.
D. Obsolete Material
Material which is serviceable and usable for its original function but condition and/or value of such Material
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-
dered by such Material.

E. Pricing Conditions
(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.

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

Premium Prices

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

Warranty of Material Furnished by Operator

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

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

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

Reconciliation and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

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

Expense of Conducting Periodic Inventories
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the
Parties.




EXHIBIT "D"

ATTACHED TO AND MADE A PART OF
OPERATING AGREEMENT

ADDITIONAL INSURANCE PROVISIONS

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

expense of the parties hereto, as follows:

(A)

(B)

(C)

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

Insurance with limits of not less than $100,000.00 per employee.

Public Liability Insurance:

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

$500,000.00 each occurrence.

Property Damage - $100,000.00 each occurrence.

Except as authorized by this Exhibit "D", Operator shall not make any charge to the joint

account for insurance premiums. Losses not covered by Operator's insurance (or by

insurance required by this agreement to be carried for the benefit and at the expense of the

parties hereto) shall be charged ta the joint account.



EXHIBIT "B"

GAS BALANCING AGRFEMENT

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

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

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

2. On a cumulative basis, each party not taking or marketing its
full share of the gas produced shall be credited with gas in place equal to its
full share of the gas produced under this agreement, less its share of gas used
in lease operations, vented or lost, and less that portion such party took or
delivered to its purchaser. The Operator will maintain a current account of gas
balance between the parties and will furnish all parties hereto monthly state-
ments showing the total gquantity of gas produced, the amount used in lease opera-
tions, vented or 1lost, the total gquantity of 1liquid hydrocarbons recovered
therefrom, and the monthly and cumulative over and under account of each party.

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

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

4, After notice to the Operator, any party at any time may begin tak-
ing or delivering to its purchaser its full share of ﬁhe gas produced from a pro-
ration unit under which it has gas in place less such party's share of gas used
in operations, vented or lost. 1In addition to such share, each party, including
the Operator, until it has recovered its gas in place and balanced the gas ac-
count as to its interest, shall be entitled to take or deliver to its purchaser
a share of gas determined by multiplying 50% of the interest in the current gas
production of the party or parties without gas in place by a fraction, the numer-
ator of which is the interest in the proration unit of such party with gas in



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

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

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

7. Notwithstanding the provisions of €6, it is expressly agreed that
any underproduced party shall have the optional right, with respect to each pro-
ration unit, to receive a cash settlement bringing 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 overproduced party 90 days' written notice of
demand for cash settlement. If such option is so exercised, settlement shall be
made (as of 7:00 o'clock A.M. on the first day of the calendar month following
the date of such written demands) within 90 days following the actual receipt of
such written demands by the overproduced parties, in the same manner provided
for in q6. The option provided for in this paragraph may be exercised, from
time to time, but only one time in each calendar year.

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

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



(1)

(2)
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EXHIBIT "F"

EQUAL EMPLOYMENT QPPORTUNITY PROVISION

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

The Operator will not discriminate against any employee or applicant for employment
because of race, color, religion, national origin or sex. The QOperator will take
affirmative action to ensure that applicants are employed, and that employees are
treated during employment, without regard to their race, color, religion, national
origin or sex. Such action shall include, but not be limited to the following:
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. The Operator agrees to post in
conspicuous places, available to employees and applicants for employment notices
to be provided for the contractcing officer setting forth the provisions of this
non-discrimination clause.

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, national origin or sex.

The Operator will send to each labor union or representative of workers with which
it has a collective bargaining agreement or other contract or understanding, a notice
to be provided by the agency contracting officer, advising the labor union or
workers' representative of the Operator's commitments under Section 202 of
Executive Order 112486 of September 24, 1965, and shall post copies of the notice
in conspicuous places available to employees and applicants for employment.

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.

The Operator will furnish all information and reports required by Executive Order
11246 of September 24, 1965, and by the rules, regulations, and orders of the
Secretary of Labor, or pursuant thereto, and will permit access to its books, records,
and accounts by the contracting agency and the Secretary of Labor for purposes of
investigation to ascertain compliance with such rules, regulations, and orders.

In the event of the Operator's non-compliance with the non-discrimination clauses of
this contract or with any of such rules, regulations, or orders, this contract may be
canceled, 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.

Exhibit "F"

Page 1



(7) The Operator will include the provisions of Paragraphs (1) through (7) in every
subcontract or purchase order unless exempted by rules, 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
enfarcing such provisions including sanctions for non-compliance: Provided,
however, that in the event the Operator becomes involved in, or is threatened with,
litigation with a subcontractor or vendor as a result of such direction by the
contracting agency, the Operator may request the United States to enter into such
litigation to protect the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100 (EEOQ-)
promulgated jointly by the Office of Federal Contract Compliance, the Equal Employment
Opportunity Commission and Plans for Progress with Joint Reporting Committee, Federal
Depot, Jeffersonville, Indiana, within thirty (30) days of the date of contract award if such
report has not been filed for the current year and otherwise comply with or file such other
compliance reports as may be required under Executive Order 11246, as amended and Rules
and Regulations adopted thereunder.

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

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it does not and will not maintain or provide for
its employees any segregated facilities at any of its establishments, and that it does not and
will not permit its employees to perform their services at any location, under its control,
where segregated facilities are maintained. For this purpose, it is understood that the phrase
"segregated facilities" includes facilities which are in fact segregated on a basis of race,
color, religion, or national origin, because of habit; local custom or otherwise. It is further
understood and agreed that maintaining or providing segregated facilities for its employees
or permitting its employees to perform their services at any location under its control where
segregated facilities are maintained is a violation of the equal opportunity clause required by
Executive Order 11246 of September 24, 13Gb.

Operator further understands and agrees that a breach of the assurance herein
contained subjects it to the provisions of the Order at 41 CFR Chapter 60 of the Secretary
of Labor dated May 21, 1968, and the provisions of the equal opportunity clause
enumerated in contracts between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or fraudulent
representation may be liable to criminal prosecution under 18 U. S . C. - 1001 .

Exhibit "F"
Page 2



DESIGNATION OF POOLED UNIT

KNOW ALL MEN BY THESE PRESENTS:

WHEREAS, the undersigned are the present owners and holders of the oil and gas leases fully described
on Exhibit “A” attached hereto, now of record in the Office of the Chaves County Clerk, New Mexico; and

WHEREAS, the oil and gas leases, hereinafter collectively referred to as the "Leases”, are owned by
various parties, Exhibit “A” also indicates the record owner and recording information of the Leases, as reflected
by the records of the County Clerk of Chaves County, New Mexico; and

WHEREAS, all of the Leases contain a pooling provision which permits the pooling thereof by the
Lessee; and

WHEREAS, the New Mexico Qil Conservation Commission has established the SE/4 of Section 17,
Township 10 South, Range 25 East, NM.P.M., Chaves County, New Mexico, as the proration unit for Yates
Petroleum Corporation’s Rose Cannon AOR Com #1 Well, located thereon, or any other well located on said
unit, for the production of oil and/or gas and associated hydrocarbons.

NOW, THEREFORE, pursuant to the power granted the undersigned in the above-described Leases,
the undersigned do hereby designate and file this Designation of Pooled Unit for the Rose Cannon AOR Com
#1 Well, insofar as said Leases cover the Abo Formation, to form a standard proration unit consisting of the

following described land in Chaves County, New Mexico, to-wit:

Township 10 South, Range 25 East, NM.P.M.
Section 17: SE/4
Containing 160.00 acres, more or less.

Additional oil, gas and other mineral leases, or oil and gas leases, or other interests not described on
Exhibit "A" hereto may be committed to this Designation of Pooled Unit from time to time, insofar and only
insofar, as such additional leases or interests may cover and include interests lying within the SE/4 of Section
17, Township 10 South, Range 25 East, NM.P.M, Chaves County, New Mexico. Any such commitment shall
be effective as of the date of this Designation of Pooled Unit and an appropriate joinder and ratification
instrument shall be executed by each party committing a lease or interest to said unit and accepted by Yates
Petroleum Corporation, the designated Operator of said pooled unit, or any successor or substitute operator of
said pooled unit.

This Designation of Pooled Unit may be executed or ratified by any of the persons owning a leasehold
interest, unleased mineral interest, or other interest in lands comprising part of the pooled unit designated herein,
and such execution and ratification shall be binding upon all persons executing or ratifying same whether or not
all interest owners execute or ratify this instrument. This instrument may be executed in any number of

counterparts, each of which shall be considered an original for all purposes.

DESIGNATION OF POOLED UNIT - Page 1



EXECUTED THIS ___ day of

Attest:

Attest:

Attest:

Attest:

Attest:

, 1994, effective retroactive as of the day of
, 1994, being the date of completion of the Rose Cannon AOR Com #1 Well

YATES PETROLEUM CORPORATION

By:

Attorney-in-Fact

YATES DRILLING COMPANY

By:

Attorney-in-Fact

ABO PETROLEUM CORPORATION

By:

Attorney-in-Fact

MYCO INDUSTRIES, INC.

By:

Attorney-in-Fact
ENERAG, INC.
By:

Attorney-in-Fact

C.W. SANDERS, d/b/a
SANDERS OIL & GAS COMPANY

C.W. Sanders
STATE OF NEW MEXICO
COUNTY OF
The foregoing instrument was acknowledged before me this ___ day of

behalf of said corporation.

My Commission expires:

Notary Public

DESIGNATION OF POOLED UNIT - Page 2
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STATE OF NEW MEXICO

COUNTY OF

The foregoing instrument was acknowledged before me this ___ day of , 1994, by
, Attorney-in-fact of Yates Drilling Company, a New Mexico Corporation, for and on behalf
of said corporation.

Notary Public
My Commission expires:
STATE OF NEW MEXICO
COUNTY OF
The foregoing instrument was acknowledged before me this ___ day of , 1994, by

, Attorney-in-fact of ABO Petroleum Corporation, a New Mexico Corporation, for and on
behalf of said corporation.

Notary Public
My Commission expires:
STATE OF NEW MEXICO
COUNTY OF
The foregoing instrument was acknowledged before me this ____ day of , 1994, by

, Attorney-in-fact of Myco Industries, Inc., a New Mexico Corporation, for and on behalf of

said corporation.

Notary Public
My Commission expires:
STATE OF
COUNTY OF
The foregoing instrument was acknowledged before me this ___ day of , 1994, by
, of ENERAG, Inc, a Corporation, for and on behalf of said
corporation.

Notary Public

My Commission expires:

DESIGNATION OF POOLED UNIT - Page 3



STATE OF NEW MEXICO
COUNTY OF

The foregoing instrument was acknowledged before me this ____ day of , 1994, by C.W.
Sanders.

Notary Public

My Commission expires:

LT\C:\WP60\KMC\KMCDOC\DESIGNAT.UNT
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Pam Rose Ridge, a married woman dealing in her
sole and separate property

STATE OF
COUNTY OF

The foregoing instrument was acknowledged before me this ___ day of , 1994 by Pam Rose
Ridge, a married woman dealing in her sole and separate property.

Notary Public

My Commission expires:

DESIGNATION OF POOLED UNIT - Page 5



Sue Ann Rose Edwards, a married woman dealing
in her sole and separate property

STATE OF
COUNTY OF

The foregoing instrument was acknowledged before me this ___ day of , 1994 by Sue Ann
Rose Edwards, a married woman dealing in her sole and separate property.

Notary Public

My Commission expires:

DESIGNATION OF POOLED UNIT - Page 6



Julia Rose Heald, a married woman dealing in her
sole and separate property

STATE OF
COUNTY OF

The foregoing instrument was acknowledged before me this ___ day of , 1994 by Julia Rose
Heald, a married woman dealing in her sole and separate property.

Notary Public

My Commission expires:

DESIGNATION OF POOLED UNIT - Page 7
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
YATES PETROLEUM CORPORATION FOR
COMPULSORY POOLING, CHAVES COUNTY,
NEW MEXICO

CASE NO. 11210

CERTIFICATE OF MAILING
AND
COMPLIANCE WITH RULE 1207

In accordance with Division Rule 1207, I hereby certify that
on January 24, 1995, February 3, 1995, and February 14, 1995, correspon-
dence transmitting copies of the application filed in and providing
notice of the hearing of the above-referenced case were mailed, prior to
the hearing set on March 2, 1995, to the leasehold operators and
unleased mineral owners listed on Exhibit "A" hereto.

Also attached hereto are copies of said correspondence, with
return receipt cards, as Exhibit "B".

Respectfully submitted,

LOSEE, CARSON, HAAS & CARROLL, P.A.

By: <:;p4»457//%?/(i:;ZAa1Z//

Ernest L. Carroll

P. O. Drawer 239

Artesia, New Mexico 88211-0239
(505)746-3505

Attorneys for Yates Petroleum Corp.

STATE OF NEW MEXICO )
: ss.

COUNTY OF EDDY )
SUBSCRIBED AND SWORN TO before me this February 27, 1995.

Bt Mot

Notary P%Plic‘

My commnission expires:

JI-17-47

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11210

DATE: 03/02/95
EXHIBIT NO. _____ZZ____



EXHIBIT A

Sanders 0il & Gas Company
P. 0. Box 797005
Dallas, TX 75379

Enerag, Inc.
P. 0. Box 1054
Garden City, KS 67846

Ms. Pam Rose Ridge
1006 Birchwood Lane
Mansfield, TX 76063

Ms. Julia Rose Heald
3301 Elm Street
Dallas, TX 75226

Ms. Sue Ann Rose Edwards
3712 Ben Garza Lane, #4
Austin, TX 78749-1508



LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL, P. A.

MARY LYNN BOGLE 300 YATES PETROLEUM BUILDING TELEPHONE
ZRNEST L. CARROLL P. 0. BOX 1720 (508) 746- 3505
JOEL M. CARSON

DEAN B.CROSS ARTESIA, NEW MEXICO 88211-1720 TELECOPY
JAMES E. HAAS (505) 746-6316
A.J. LOSEE

SARRY D. GEWEKE February 14, 1995

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms. Sue-Ann Rose Edwards
3712 Ben Garza Lane, #4
Austin, TX 78749-1508

Re: Application of Yates Petroleum Corporation

for Compulsory Pooling, Chaves County, New
Mexico

Dear Ms. Edwards:

This office represents Yates Petroleum Corporation. On January
23, 1995, the above-referenced Application was filed by Yates
Petroleum Corporation to produce its Rose Cannon AOR Com #1 Well
in the Abo formation underlying Section 17, Township 10 South,
Range 25 East, N.M.P.M., Chaves County, New Mexico. A copy of
the Application is provided herewith for your information.

Yates has requested a hearing date of March 2, 1995. Be advised
that any party wishing to appear must file a prehearing statement
by the Friday prior to the date of hearing, and any party wishing
to receive other parties’ prehearing statements or pleadings must
file an entry of appearance. If you do not intend to protest
said Application, enclosed you will find a waiver whereby you can
make that decision known, along with a return envelope.

If you have any questions, do not hesitate to contact me at the
letterhead address.

Very truly yours,
Z 0kl 312 &28

Certified Mail

1 Receipt for LOSEE, CARSON, HAAS & CARROLL, P.A.

rch 1993

No Insurance Coverage Provided

oewee Do not use for International Mail
POSTAL SER VICE

(See Reverse)

TN
wm?:§ Cz %2 v, Ernest L. Carroll

EHleva s |

by e

ste and 21P Code

- e et Hnowing to Woom

210 Adressen’s Aadrens




LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL, P. A.

MARY LYNN BOGLE 300 YATES PETROLEUM BUILDING TELEPHONE
ERNEST L. CARROLL P. 0. BOX 1720 (508) 746-3508
JOEL M. CARSON

ARTESIA, NEW MEXICO 88211-1720 TELECOPY

DEAN B.CROSS
(5085) 746-6316

JAMES E. HAAS
A.J. LOSEE

=~ January 24, 1995

BARRY D. GEWEKE

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms. Julia Rose Heald
3301 Elm Street
Dallas, TX 75226

Re: Application of Yates Petroleum Corporation
for Compulsory Pooling, Chaves County, New

Mexico

Dear Ms. Heald:

This office represents Yates Petroleum Corporation. On January
23, 1995, the above-referenced Application was filed by Yates
Petroleum Corporation to produce its Rose Cannon AOR Com #1 Well
in the Abo formation underlying Section 17, Township 10 South,
Range 25 East, N.M.P.M., Chaves County, New Mexico. A copy of
the Application is provided herewith for your information.

Yates has requested a hearing date of March 2, 1995. Be advised

that any party wishing to appear must file a prehearing statement
by the Friday prior to the date of hearing, and any party wishing
to receive other parties’ prehearing statements or pleadings must

file an entry of appearance. If you do not intend to protest
said Application, enclosed you will find a waiver whereby you can

make that decision known, along with a return envelope.

If you have any questions, do not hesitate to contact me at the
letterhead address.

Very truly yours,

7 0Ll 312 aod
Receipt for LOSEE, CARSON, HAAS & CARROLL, P.A.
- Certified Mail ' ] |
No Insurance Coverage Prov;deq Q
emts Do not use for International Mail . / ‘ .
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LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL, P. A.

MARY LYNN BOGLE 300 YATES PETROLEUM BUILDING

TELEPHONE
ERNEST L. CARROLL P. O.BOX 1720 (508) 746-3508
JOEL M. CARSON
DEAN B. CROSS ARTESIA, NEW MEXICO 882ii-1720 TELECOPY
JAMES E. HAAS (508) 746-6316
A.J. LOSEE
BARRY D. GEWEKE January 24, 1995

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms. Pam Rose Ridge
1006 Birchwood Lane
Mansfield, TX 76063

Re: Application of Yates Petroleum Corporation
for Compulsory Pooling, Chaves County, New
Mexico

Dear Ms. Ridge:

This office represents Yates Petroleum Corporation. On January
23, 1995, the above-referenced Application was filed by Yates
Petroleum Corporation to produce its Rose Cannon AOR Com #1 Well
in the Abo formation underlying Section 17, Township 10 South,
Range 25 East, N.M.P.M., Chaves County, New Mexico. A copy of
the Application is provided herewith for your information.

Yates has requested a hearing date of March 2, 1995. Be advised
that any party wishing to appear must file a prehearing statement
by the Friday prior to the date of hearing, and any party wishing
to receive other parties’ prehearing statements or pleadings must
file an entry of appearance. If you do not intend to protest
said Application, enclosed you will find a waiver whereby you can
make that decision known, along with a return envelope.

If you have any questions, do not hesitate to contact me at the
letterhead address.

Z 0Ll 312 802 Very truly yours,

Receipt for LOSEE, CARSON, HAAS & CARROLL, P.A.
- Certified Mail
No Insurance Coverage Provided : < /
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/ and fee is paid)

Certified Fee

Spec13. Deiw iy Fee

Restricted Delvery Fee

Return Recent Showing
o Whom & Date Deiwvered

Returr Recerat Snowing to Whom,
Date, and Acdressee’s Adaress

TOTAL Postage

& Fees $

Postmark or Date

(| 2alfs”

st DRatiirn Raraint Qarvira

| PS Form 3800, March 1993

e nnale asmss Bar

/s

er 1991 wus.GPo:193—3s2714  DOMESTIC RETURN RECEIPT

Is your RETURN ADDRESS completed on the reverse side?
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LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL, P. A.

MARY LYNN BOGLE 300 YATES PETROLEUM BUILDING TELEPHONE
RNEST L. CARROLL k. 0. BOX 1720 (505) 746- 3508
OEL M. CARSON
EAN B.CROSS ARTESIA, NEW MEXICO 88211-1720 TELECOPY
AMES E. HAAS (508) 746-6316
.J.LOSEE
ARRY D. GEWEKE January 24, 1995

UMITED STATES
POSTAL SERWIC

5601 1

 State ang zip Code

Certifind T

Z 06l 312 803

CERTIFIED MATL
RETURN RECEIPT REQUESTED

Eneraqg, Inc.
P. O. Box 1054
Garden City, KS 67846

Re: Application of Yates Petroleum Corporation
for Compulsory Pooling, Chaves County, New
Mexico

Gentlemen:

This office represents Yates Petroleum Corporation. On January
23, 1995, the above-referenced Application was filed by Yates
Petroleum Corporation to produce its Rose Cannon AOR Com #1 Well
in the Abo formation underlying Section 17, Township 10 South,
Range 25 East, N.M.P.M., Chaves County, New Mexico. A copy of
the Application is provided herewith for your information.

Yates has requested a hearing date of March 2, 1995. Be advised
that any party wishing to appear must file a prehearing statement
by the Friday prior to the date of hearing, and any party wishing
to receive other parties’ prehearing statements or pleadings must
file an entry of appearance. If you do not intend to protest
said Application, enclosed you will find a waiver whereby you can
make that decision known, along with a return envelope.

If you have any questions, do not hesitate to contact me at the
letterhead address.

Very truly yours,

Receipt for
Certified Mail

No Insurance ¢

LOSEE, CARSON, HAAS & CARROLL, P.A.

overage Provided

FSZ n%t use for Internatianai Mail C 7 | /
¢ Re ’ ’
ues -~ A A Wc-’(/

Ernest L. Carroll

-

SENDER: ' | also wish to receive the
i for additions! services. S '

: ggz::::: :::m ;,a::éozuzl b. following services (for an extra

* Print your name and address on the reverse of this form so that we can | gga):

et fomm 0. 1. [ Addressee’s Address

o Attach this form to the front of the mailpiece, or on the back if space

does not permit. ) . . .
* Write ‘Return Receipt Requested’’ on the mailpiece below the article number.| 2. D Restricted Delivery

Service.

5. Sigature (Addressee) A/ and foe 15 paid)
C 4 pe [ HAM A

6. Signature (Agent)

)
f :!e lThe :detum Receipt will show to whom the article §as delivered and the date Consult postmaster for fee.
5 S An 4a. Article'Number
H g 3. Article Addressed to: é :
Hetun Recngr ¢ e vl
tu V\;m:im & ['dfe':}p“ ’qr” % @6 / é //2 %3
o o S a c. 4b. Service Type
Dte. ang Ad J:rs:‘:”i!q;vm” g ‘ 56[ O Registered O insured
’;orm Postac e — 3’ (P’ O . ( JL)L /0 QCertified O cop oot
& 1 $ ] & [ Express Mail ] Return Receipt for
Postmark or date "é ¢ S é7% : Merchandise
a A 7. Date ofsDelivgry
’ R"{‘ q 5 Z 8. Addressee’s Address (Only if requested
-4
m
5
]
-

PS Form 3811, December 1991  #US.GPO: 1983—352714  DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt
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PS Form 3800, March 1993

MARY LYNN BOGLE
ERNEST L. CARROLL
JOEL M. CARSON
DEAN B.CROSS
JAMES E. HAAS
A.J.LOSEE

BARRY D. GEWEKE

CERTIFIED MAIL

LAW QFFICES

LOSEE, CARSON, HAAS & CARROLL, p. A.
300 YATES PETROLEUM BUILDING
P. C. BOX 1720

ARTESIA, NEW MEXICO 882I11-i720

February 3, 1995

RETURN RECEIPT REQUESTED

Sanders 0il & Gas Company

P. 0. Box 797005

TELEPHONE

(508) 746-3505

TELECOPY
(s0s) 746-6316

Application of Yates Petroleum Corporation

for Compulsory Pooling, Chaves County, New

Dallas, TX 75379
Re:
Mexico
Gentlemen:

This office represents Yates Petroleum Corporation. On January
23, 1995, the above-referenced Application was filed by Yates

Petroleum Corporation to produce its Rose Cannon AOR Com #1 Well
in the Abo formation underlying Section 17, Township 10 South,

Range 25 East, N.M.P.M.,

Chaves County,

New Mexico.

A copy of
the Application is provided herewith for your information.

Yates has requested a hearing date of March 2,

that any party wishing to appear must file a prehearing statement
by the Friday prior to the date of hearing, and any party wishing
to receive other parties’ prehearing statements or pleadings must

file an entry of appearance.

1995. Be advised

If you do not intend to protest

said Application, enclosed you will find a waiver whereby you can
make that decision known, along with a return envelope.

If you have any questions, do not hesitate to contact me at the
letterhead address.

Z 0Ll 312 830
Receipt for
= Certified Mail

No tnsurance Coverage Provided
m— Do not use for International Mail
POSTAL SERVICE

(See Reverse)

Very truly yours,

-

Sent 10 z Z 0 - é

Streer ot a NG

P G, State ana ZIF Cade

Postage

Cerntiec Fee

Special Detvery Fee

Restrict :d Delvery fFee

Relurn 3ecaipt Showing
10 Whem & Date Deivered

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

TOTAL Postage
& Fees

$

Postmark or Date

(9}// E / 290

Ernest L. Carroll

LOSEE, CARSON, HAAS & CARROLL, P.A.

(: ) T e

Quile,; I 25577

3 ; | also wish to receive the
C] R: ) ‘ 3
:g 's%§"3'§'° items ‘"dé";,z;o; sdditions! servcee. following services (for an extra
« Complete items 3, an . < 50 that we can | fee):
8 * Print your name and address on the reverse of this form ) e Addross
14 this card to you. . pack if space 1. D Addressee’s
g '-at:zach this form to the front of the mailpiece, or on the bac P
s ; i d livery
g U0os notpermit 7! i below the article number. 2. D Restncted Deli
ite '’ ipt Requested’’ on the madplece v
% : \?Ihr;t;e:‘:;u';:s;:team show to whom the article was delivered and the date Consult postmaster for fee.
€ delivered. r ~icle Number
s 3. Article Addressed to: O 2 / al
W Q“{ x / 5""3 4b. Service Type
[ Registered O insured
v O/ @‘74 70 o A Certified 0 cob _
’ 0 .ie [ Reten Receipt for

ndise

5. Signa Addresge; '
0%l

6. Signature {Agent)

; ress (Only if requested

B

your RETURN ADDRESS completed

—®11_ December 1991

#0s.oro w2714 DOMESTIC RETURN 'RECElP'!'

Return Receipt Service.

Thank you for using

|
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2/28/95

Rose Cannon AOR Com 1

Section 17-10S-25E

Chaves County, New Mexico

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH

NMOCD CASE NO. 11210

DATE:

EXHIBIT NO. q

03/02/95

Date Choke Size Tubing Psi Mcf of Gas
30-Jan 17/64 620 802
31-Jan 17/64 600 866

1-Feb 17/64 595 860
2-Feb 17/64 590 848
3-Feb 17/64 580 841
4-Feb 17/64 575 835
5-Feb 17/64 575 835
6-Feb 17/64 575 911
7-Feb 12/64 750 185
8-Feb 14/64 660 612
9-Feb 13/64 650 586
10-Feb 13/64 680 557
11-Feb 13/64 670 567
12-Feb 13/64 670 567
13-Feb 13/64 670 566
14-Feb 13/64 665 567
15-Feb 13/64 660 557
16-Feb 12/64 780 234
17-Feb 12/64 750 346
18-Feb Shutin
19-Feb
20-Feb
21-Feb
22-Feb
23-Feb
24-Feb
25-Feb
26-Feb
27-Feb
28-Feb
12142

dave\excel\rosecann.xls
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YATES PETROLEUM CORP.

BEFORE EXAMINER

CATANACH

[ —
N

NMOCD CASE NO. 11210
@ DATE: 03/02/95
‘ EXHIBIT NO. !
211 : 7y BITTER| LAKES
126 {:} g
L 8 Seo | q 10 1
195
_tg_ WILDLIFE
_‘{} 841
81
434
ST il
ﬁ-ﬁo

;

J

88 ;
19 26 r 4| __j 22 23

-{:}-51 y _K::%
; T
0 29 : - L_ 28 21 rX
EY 32 33 34 38
0 -25 E Numbergq = Ultimate Reserves in MMcf




Comparison of Bitter Lake PX #1 and Rose Cannon AOR #1

Initial Potential
Zone 1 Log

Zone 2 Log

Zone 3 Log
Approximate ¢h
Highest Monthly Prod

Estimated Ultimate Reserves

Bitter Lake PX #1

1800 Mcf/D

20 feet of 13%

No Pay

4 feet of 13%

3.12

11,626 Mcf (Dec 90)

130 MM(cf

Rose Cannon AOR #1

2000 Mcf/D

19 feet of 13%
9 feet of 9%

6 feet of 10%
3.88

10,474 (Feb 95)

621 MMcf

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11210

DATE: 03/02/95

EXHIBIT NO, I 7

—
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DATE: 03/02/95
EXHIBIT NO.

F1l
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CATANACH

i L
2
13
1 BEFORE EXAMINER
|l NMOCD CASE No. 11210

YATES PETROLEUM CORP.

1 P2

CASE: 04200

M

BITTER LAKE PX STATE #1

F=

~001

673 PECOS SLOPE
P= 10 ABO

16-10S-25E CHAVES NM

YPC OPERATED

YP

C

100000

PRSI SN

S foan Y

10000

BAS (MCF)

1000

N D o~ @D

=

jE ey

S

D —

e e —

.

il

©Or

7 (4998 |

120

2002

5005 12006 (2007 20

812009

CUMULATIVE OIL (BBL)=

DPC & A

YEARS

SL2033

CUMULATIVE BAS (MCF) =

100

85963.
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