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UNIT PETROLEUM COMPANY

A Subsidiary of Unit Corporation

August 16, 1995

Randy Patterson
Yates Petroleum Corporation

105 South Fourth Street Post-t® Fax Note 7671 |02 o) fops F’ag‘a& "/
Artesia, New Mexico 88210 TO pulley F UKL~ RO ol M teefiiore
Ol e, Bt |y it A Lo
RE: Boyd X State Com #9 Phane # % "“"":“é’{; F) 493- 7700
Section 16-195-25E 74 — T
Eddy County, New Mexico (s505) 248-¢#572 (76) ¢85~ 771/

Dagger Draw Prospect .
Dear Mr. Patterson:

In respouse to Yates Petroleum Corporation and Nearburg Exploration Company’s competing
pooling application in Cases 11310 and 11311, which have been taken under advisement by the
NMOCD, Unit Petroleum Company would be agreeable to supporting Yates as Operator
provided they drill our preferred location being the center of the SW SE of Section 16-19S-25E.
This well will be the first well drilled m the SE/4 of Section 16-19S-25E.

If you are willing to drill our proposed location, please sign below and return one copy of this
letter to my attention.

You should also provide us with a copy of your attomey’s transmittal letter to the NMOCD
advising them of our agreement and change in location.

Respectfully yours,

Leslie J. Naughton
Senior Landman

LIN/s

ACCEPTED AND AGREED TO THIS 17th DAY OF August 1995

YATES PETROLEUM CORPOR,&UW”—__*\\

J
£ / 'z Z
Z =

Tme/}%ttorney in-Fact

/

/

- YATES PETROLEUM CORP.

By:

7

. BEFORE EXAMINER CATANACH
CA\WORD\83LJNO3 NMOCD CASE NO. 11310711311
: DATE: 10/05/95
EXHIBIT No. |4

100C Kensington Tower 1+ 7130 South Lewis (74136) » P.O. Box 702500 « Tulsa, Oklahoma 74170-2500 = (918) 433-7700 « FAX (318) 493-7711



" S S. P. YATES
| EI 5 CHAIRMAN OF THE BOARD
\ FET- JOHN A. YATES
ROLEUM
CORPORATION et s oo
h EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

MARTIN YATES, HI
1812 - 4985

FRANK W YATES
1936 - 1986

105 SOUTH FOURTH STREET
DENNIS G. KINSEY

ARTESIA, NEWMEXICO88210 TREASURER

August 29, 1995 TELEPHONE (505) 748-1471

TO: WORKING INTEREST OWNERS
ADDRESSEE LIST ATTACHED

RE: BOYD X STATE COM #10
Township 19 South, Range 25 East
Section 16: SE/4
Eddy County, New Mexico

Gentlemen:

Yates Petroleum Corporation proposes drilling its Boyd X State Com #10 well to
3,400' to test the Canyon formation at a location 660' FSL and 1,980"' FEL of Section
16, Township 19 South, Range 25 East, Eddy County, New Mexico.

Enclosed herewith please find an Authority for Expenditure setting forth the
anticipated well costs being $287,700 dry hole and $655,700 completed. Also
enclosed is our Operating Agreement for your consideration. We invite you to join
with us in the drilling of this well.

If satisfactory, please execute and return one copy of the AFE along with the extra
signature page to the Operating Agreement.

If you desire not to participate we will accept a farmout of your interest or would
entertain the purchase of your interest.

Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

LN /

Jaﬁet Richardson
Landman

JR/dep
Enc.
YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11310711311
DATE: 10/05/95

EXHIBIT NO. (S



WORKING INTEREST OWNERS
ADDRESSEE LIST
Boyd X State Com #10

Nearburg Exploration Company
One Petroleum Center, Bldg. 8

Brown Brothers Harriman Trust, Succ.
Trustee of the Agnes Cluthe Oliver Trust

Unit Petroleum Company
P.O. Box 702500

Suite 100
3300 North “A” Street
Midland, Texas 79705

Brown Bros. Harriman Trust Succ
Trust of the Wm. B. Oliver Trust
4900 Trammell Crow Center
2001 Ross Avenue

Dallas, Texas 75201-2996

Frances B. Bunn
2493 Makiki Height Drive
Honolulu, Hawaii 96822

J. F. Van Vranken, Jr.
P.O. Box 264
Jericho, New York 11753

Joseph R. Hodge
2900 Northwood Road
Austin, Texas 78703

E. G. Holden Testamentary Trust
2524 Union Street
San Francisco, Ca. 94123

4900 Trammell Crow Center
2001 Ross Avenue
Dallas, Texas 75201-2996

Ermie Bello
3325 Ala Akulikuli
Honolulu, Hawaii

Space Building Corp.

250 Cape Highway

Route 44

East Taunton, MA 02718

David Goodnow
236 Ridgefield Road
Wilton, Ct. 06897

Charles Cline Moore
605 Market Street, 9th Floor
San Francisco, Ca. 94105

Isaac A. Kawasaki
734 Kalanipuu
Honolulu, Hawaii 96825

Tulsa, Ok. 74170

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

J.W. Gendron
1280 Encino Drive
San Marino, Ca. 91108

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

Sanford J. Hodge, III
4324 Hanover Ave.
Dallas, Texas 75225-6748
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* Write ‘‘Return Recsaipt Requested’” on the mailpiece below the article number. 2 D Restricted Delivery
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3. Article Addressed to:

Ermie Bello
3325 Ala Akulikuli
Honolulu, Hawaii

N

AW»&W Number
“PE-525 2877
4b. Service Type
M\M@?ﬁma O Insured
ertified [J cop
OE Mait [ Return Receipt for
xpress Val Merchandise

7. Date Wc &
\\\~ A

.
” -
(]
omm
[S RSN
-
23S
B E
g m
QU
[+ -
BB
.
-}
H 2
i
] 3]
S5 2
R4
o » O
= . B2
— € a
3 st o9
=0 fo]
R vle3 EW
2 Sl R EER D A
5k e o 1€ 35|z
1= @ > 2o 1o d @
I.J.-w.no mZ w g Sal5 2 = ~NJ
> 2 3
v B2 8 § 12 [s8lsgls |2 ~
B Qe 2 2 o sxlaqE m,/uwivl.
Hrlﬁﬂ& o X © ] 8]l k/A/
> © ° @ a & | cja =
ol SR <) @ 3 ] c 2 st a2
C 221 B K- P A - N N R =
§n% o) i 5 ] @ EER ER P b
o J,.DP a S %) & EEE ER e
N

L yosey ‘00ge wiod

ca’

-

-

Z L&3

No Insurance Coverage Provided
Do not use for international Mail

(See Reverse)

Receipt for
Certified Mail

T
Al

, Hawaii

igpature] (Addresses)

7 -

> 8. Addressee’s Address {Oniy If requested

—Signature YAgent)

“ and fee is vm% .
/)

1s your RETURN ADDRESS compieted on the reverse side?

~ pS Form 3811, December 1991  #U.S. GPO: 1993—352-714 @O_Smmﬂ_n RETURN '

>tate and ZiP Code

Ballo
Al

Returr Aeceipt Showing

7 rx&\u
treet end NO HIRTH

olulu

POSTAL SERVICE

"hank you for using Return Receipt Service.
UMNITED STATES

3

PO,

Postage

Cerubed Fee

Speciai Delivery Fee
Restricted Dehvery Fee

R4
m. .
£ 92 . '
~
T R O
olo 3 AN
o1=3 ~NyN
o] t
2|c e ~
T |3 e
cl2g @ =
2153 @ A
8lazfe |2 N
23]8 =
o |8a]g e © >
O K
elZels 18 R
cleclz8]E =
P BN PR B -~
OeaOFO
elxolFa|a

A

33
>

Emie
Hobh

il

1 yoey f008E W04 S |

'

w

I

EXHIBIT NO.



SENDER: . ) .
¢ Complete items 1 and/or 2 for additional services. 4 N ! also wish 1o receive the .
* Complete items 3, and 4a & b. following services (for an extra @
* Print your name and address on the reverse of this form so that we can fee): \ 2
return this card to you. . . 2
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SENDER: . . )
« Complete items 1 and/or 2 for additional services. . [ m_.mo <<_m_-_. to receive the ) o
s Complete items 3, and 4a & b. a : following services (for an extra @
* Print your name and address on the reverse of this form so that we can fee): g _
return this card to you. . 5 N = ;
o Attach this form to the front of the mailpiece, or on the back if space 1. [l Addressee’s Address N oS
does not permit. - W = |
« Write "“Return Receipt Requested’’ on the mailpiece below the article number. 2 [ Restricted Delivery m. (=] & m "
« The Return Receipt will show to whom the article was delivered and the date b =0 P _
delivered. Consult postmaster for fee. pnn, ru oD ,,
i : 4a. Argicle Number . =50 X
3. Article Addressed to . p m = g » o :
o - 7RI 02T~ 3 usS3s _
. . . : - - - = ¢ \
Space Building Corp. 4b. Service Type 2 w87 o 2a !
250 Cape Highway {] Registered ] Insured o mB8®cE m w & HEs . L
— = 2o R N '
Route 44 ‘ | [BCarified O cop £ o DE 35k s . lef|sd Jw/ P
- = i Return Receipt for A0 0w cf > S 15355 R .
East Taunton, MA 02718 * . [3 Express Mail  [] Jetuin Recept 2 OO & = & 3o (25058 2 "
: . a 5 NEOSSer 2 & > |8 (ugloE), I3 «
7. Date of Delivery v £l T2 ¢ 1z lzz(z8ls
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e 14 1B F S8 e o j2elgele | A3
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SENDER:

* Complete items 1 and/or 2 for additional services.  _
e Complete items 3, and 4a & b. ¢
return this card to you.

does not permit.

delivered.

0

e Attach this form to the front of the mailpiece, or an the back if space

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

s Write ‘’Return Receipt Requested’’ on the mailpiece below the article number.
* The Return Receipt will show toc whom the article was deiivered and the date

also wish to

(JJ Addressee’

receive the

following services {(for an extra
fee):

1.

s Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

236 Ri
Wilt

David Gogdnow
defield Road

06897

, Ct.
(. Aoont
COSMRT  PH/os

| \,\15 -

2087575259

bv Service Type
(O Registered

[ Insured

ertified

Express Mail

O cop

[[] Return Receipt for

Merchandise

Date of Delivery

5. Signature (Addressee)

6. Signature >m§

>aa8mmmm s Address (Only if requested

@& 7

PS Form

Is your RETURN ADDRESS completed on the reverse side?

1, December 1991

%U.S. GPO: 1993—352-714

POMESTIC RETURN RECEIPT

does not permit.

delivered.

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

SENDER:

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

* Complete items 3, and 4a & b.

* Print your name and address on the reverse of this form so that we can fee):
return this card to you.

e Attach this form to the front of the mailpiece, or on the back if space 1.

| also wish to

UJ Addressee’s

receive the
“following services (for an extra

Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

Brown Bros. Harriman Trust Succ
Trust of the Wm. B. Oliver Trust
4900 Trammell Crow Center

2001 Ross Avenue
Dallas, Texas 75201-2996

810525

hc. Service Type

[ Registered [ Insured
ertified (1 cop
[J Express Mail

[0 Return Receipt for
Merchandise

7.

Date of Om:<mq<>cm w H _—wwm

TURN ADDRESS completed on the reverse side?

5. Signature (Addressee)

. N oA
B e

8.

Foup

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

*

Isyour '

PS Form 38711, December 1991
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~.
2 SENDER: 5 - . )
..W * Complete items 1 and/or 2 for additional services. | also wish to receive the . — —— e
o * Complete items 3, and 4a & b. following services (for an extra ®
@ '« Print your name and address on the reverse of this form so that we can fee): N = o=
© return this card to you. ' " - o8
nvv * Attach this form to the front of the mailpiece, or on the back if space 1. [0 Addressee’s Address & M 2 2
* does not permit. | - D 3% . m
.m * Write “’Return mm,omaa. Requested” on the Bum_.ummom cm_oi the article number, 2. O Restricted Delivery a % qQ .m 8 K
e The Return Receipt will show to whom the article was delivered and the date % o= =™
m delivered. Consult postmaster for fee. & 22 v
5 3. Article Addressed to: 4a, Artjcle Number o« H T | & 5 » o
5 wn sriman \N\N%W»MNW\N& £ i 5237 | & 4 E
2  Brown Brothers Harri Trust, Succ. N ot TN 3 T o=9s 28 S
[ . i Q - O = o £y
£ Trustee of the Agnes Cluthe Oliver Trust @.mmmﬁwﬁ_mwwém 1 Insured (3 m e B el m ER - 33
— S cla®
o 4900 Trammell Crow Center GCantifi = L =552 w NS Y
(%] ertified O cob £ L OTS a8a m $ 323 B g (€3]
ol 2001 Ross Avenue ) . 7] O c2 | JI28 3% N o | {EI3lie
w [ Express Mail  [] Return Receipt for 3 NOO O D o8 miedes in 2 |z |E2i2¢ ©
ec| Dallas, Texas 75201-2996 Merchandise 5 rO282| w€ 155 = |2 22|28, (B
W 7. Date of Delivery - ; ..m E .m MM g e |2 3 (55032]8 Is
H B o W : o °
< AUG 31 1895 3 SRR P R E R T E
a% |2 , 2 = 2 cote "2 5)E
M 5. Signature_{(Addressee) 8. Addressee’s Address (Only if requested £ mB 2 m@nm T T |8 |g (23122 mm z
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- . A A p c Z 8 = P ”
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W » Complete items 1 and/or 2 for additional services. I also <<.m3. to receive the
o * Complete items 3, and 4a & b. following services (for an extra &
& e Print your name and address on the reverse of this form so that we.can fee): 'S
@ return this card to you. , W _
Wv * Attach this form to the front of the mailpiece, or on the back if space 1. [0 Addressee’s Address n o®
* does not permit. - - oS
.M ¢ Write ‘'Return Receipt Requested'’ on the Smm_.u.mnm cm_o<<. the article number. 2. [ Restricted Delivery o o w =
** e The Return Receipt will show to whom the article was delivered and the date w u a m
m delivered. Consult postmaster for fee. @ oL
< 3. Article Addressed to: 4a_, Artjcle Number ...M m - %m
- LBF-52T 294§ 0 5t o @
-~ . - s
2 J.W. Gend 2t o g noes 3E :
m. W, Gendron x 4b. Service Type m o Os5_ 5
s 1280 Encino Drive ! [ Registered (J insured o .m H.. o 8% 3 » £3 -
o . . ” i 2 ~L
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> SENDER: .

* Complete items 1 and/org for maa:_ozm_ services.

« Complete items 3, and 4a & b.

s Print your name and address on the reverse of this form so that we can
return this card to you. ’

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

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

e Write ‘‘Return Receipt Requested’’ on the mailpiece below the article number.

| also wish to receive the
following services {for an extra
fee): ,

1. O Addressee's Address

2. [0 Restricted Delivery.
Consult postmaster for fee.

3. Article Addressed to: 4a, Artj

Adolph P Schuman 4b. Service Tvpe
2701 _9: mqo@a {7 Registered D Insured
: [C eertified L1 cop
an Francisco, Ca. ‘SR

(] Express Mail [] Return Receipt for

umber

Merchandise

. 7. Date of Delivery
mw ) =S

m./mmm:m:.:m {Addressee) 8. Addressee’s >&9mmm {Only if requested
and fee is paid)

6. Signature (Agent) @&Q\ \%

Thank you for using Return Receipt Service.

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

Is your RETURN ADDRESS completed on the reverse side?

z_mm._._o RETURN RECEIPT

*

2 GENDEN:

w ¢ Comprete items 1 and/or 2 for additional services.

& * Complete items 3, and 4a & b.

o & Print your name and address on the reverse of this form so that we can
W retumn this card to you,

@ * Attach this 3:.: to the front of the mailpiece, or on the back if space

delivered.

* Write '‘Return Receipt Requested’’ on the mailpiece below the article number |
s The Roturn Receipt will show to whom the srticle was deiivered and the date
{ Consult postmaster for fee.

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

[ Addressee’s Address

2. [ Restricted Delivery

Austin, Texas 78703

3. Article Addressed to: 4a. >N umber mN
- \O%%
Joseph R. Hodge Ac S = qu
ervice Type .
2900 Northwood Road O Registered O Insured
ftified (J cop
< [J Express Mail  [] Return Receipt for

Merchandise

7. Date of Delivery

iew/h
A 2

5. m.a:m:.:m A>aa_,mmmmmv\\ . 8. Addressee’s Address (Only if requested
and fee is paid)

Thank you for using Return Receipt Service.

7.

PS mw\:ﬂwm\._ ,_%%naﬂumﬁ 1991 wus.GPO: 1093352714  DOMESTIC RETURN RECEIPT
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~
@ SENDER: - : . .
‘@ ° Complete items 1 and/or 2 for additional services. | also wish to receive the
o °* nn.uau_ms items 3, and 4a & b. following services (for an extra 2
@ e Print your name and address on the reverse of this form so that we can | (ag)- £ k=
g retumn this card to you. eel: 2 B ..m
® m >:mn~: this .“23 to the front of the mailpiece, or on the back if space 1. [0 Addressee’s Address %w - .
oes not permit, o m©
[ - ; ve P, . = o F C
© * Write “Return Receipt Requested’” on the mailpiece below the article number | i i i) o 2
o H:m Return Receipt will show to whom the article was delivered and the date 2. U Restricted Delivery Q@ n W ®
§ delivered. Consult postmaster for fee. s m — FC
- 3. Article Addressed to: 43, Art) mber « i @ 3 m hd <y
2 N = [Pt S~ £
y - [ [:}]
m. Isaac A. N.»iwmnuc 4b. Service Tvpe 2 m .N 2 - @ 4@ £3 Ny
g 734 Kalanipuu M\MWmmmaaa (J insured = @ B =082 mw . = |23 h
i o =53 @ AR
o Honolulu, Hawaii 96825 ertified 1 cop c a m ©2%¢C B s fziiel
[77] . ‘@ = c e iy 2313
w [ Express Mail [0 Return Receipt for 35 N mu Pn.uv ! o..w ] N 3ol f2d)¢ m ®
M Merchandise - Zog |y 3 ° = |8 |Joglas), (=
e ~| 7. Date of Delivery 2 o2 252 |F < |3 [z |ES|E3]8 |;
g : 3 ‘EE 15 (3 Tolx ods (57|85 )E |¢
= f 2 2 BACE G C R ER L -t S
- n . w e ] . ] -~ 5 ot c . :
£ 5. Bignatyrg (Addressee 8. Addressee’s Address (Only if requested mﬂ 3 3: o [ |5 |8 |5 [22]3¢]|58]z
_nlu . d fee is pai < L& I S <R IO - D B - (ST
4 P
Wl 6. signature (Agent) h i \ - & Qo €661 UolBW ‘008E W04 S
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5 2,
3 .
> - 1
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e e o = -
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® SENDER% N _ - . B
=« Lomplete items 1 andfor 2 {pr additioral services. | also wish to receive the - e
o °* Complete items 3, and 4a & b. following services (for an extra &
® v Print your npme and address on the reverse of this form so that we can | fae): = —
@ return this card to you. ' 2 T®
[}
nvv e Attach this form to the front of the mailpiece, or on the back if space 1. [J Addressee’s Address %.. ru .m =
> does not permit. 2%
© o . " - . - ] o
« Write ‘’Return Receipt Requested’’ on the mailpiece balow the article number. O . : Q. a €
£ 2. =
e The Return Receipt wilt show to whom the article was delivered and the date Restricted Delivery m u [ m
€ delivered. Consult postmaster for fee. bd . o @
o B m = OF
o 3. Article Addressed to: 4a. Article Number e ru '© 2 © w PP
g Z-p81-b23-282 5§ o 5335 |zl ,,
3 m .oOI © S = = AoM £ / //,
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. . . . H . ' > ~
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Receipt for
Certified Mail

« No Insurance Coverage Provided
wreoswes Do not use for International Mail
(See Reverse)

P.0., State and ZIP Code

Postage $

Certified Fee

Speciat Delivery Fee

Restricted Delivery Fea

Return Receipt Shawing
to Whom & Date Delivered

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

TOTAL Postage
& Fees $

Postmark or Date

PS Form 3800, March 19383
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Receipt for
Certified Mail

™ go Insuranc: C?verage_ Provi,sleq
;n'gsms o not use for International Mail
(See Reverse)

y Ste

Pe"c‘)” Box 264
JenchoMNew York 11753

P O, State and 2!P Code

Postage
$

Certified Fee

Speciai Delivery Fee

Restricted Delvery Fee

Return Receipt Showing
10 Wnom & Date Delivered

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

TOTAL Postage
& Fees $

Postmark or Date
Tt 7

PS Form 3800, March 1993
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‘UNIT PETROLEUM COMPANY

} o 1 A Subssidiary of Unit Corporation

September 25, 1995

Janet Richardson

Yates Petroleum Company
195 South Fourth Street
Artesia, New Mexico 88210

RE: Boyd X State Com #10
SE/4 Section 16-19S-25E
Eddy County, New Mexico
Dagger Draw Prospect

Dear Ms. Richardson:

Unit Petroleum Company hereby elects to participate in the drilling of the captioned well to be
located 660" FSL and 1980' FEL of Section 16. The Boyd X State Com #10 will be drilled
pursuant to our Letter Agreement dated August 16, 1995, whereby Unit agreed to support Yates
as operator of the unit if Yates would drill our preferred location being the SW SE. This will be
the first well drilled in the SE/4 of Section 16-19S-25E.

Enclosed is an executed copy of your AFE, an originally executed signature page to the Joint
Operating Agreement and a copy of our Well Requirements Sheet.

Please let us know the amount of non-consent interest available.
Should you need anything further, please let us know.
Respectfully yours,

A

Leslie J. Naughton
Senior Landman

LIN/s

Enclosures

. YATES PETROLEUM CORP.
 WORDISALINGS EFORE EXAMINER CATANACH
NMOCD CASE NO. 11310/11311
DATE: 10/05/95
EXHIBIT NO. n

1100 ensington Tower Fe 7130 Sowth Lewns (74136) « P.O. Box 702500 « Tulsa, Oklahoma 74170-2500 « (918) 493-7700 « FAX (918) 493-7711



55.1810]

e AFENO. |
DATES AUTHORITY FOR EXPENDITURE AFEDATE [ smis)
/X, ',f’ EEESHEE%FHN NEW DRILLING & RECOMPLETION -
o o AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X {New Drilling Xion X |Development Original
ARTESIA, NEWMEXICO88210 Recompletion Gas Exploratory - Revised
TELEPHONE (505) 748-1471 injector - Final
LEASE NAME Boyd X State Com. #10 PROJD DEPTH 8400'
COUNTY Eddy STATE New Mexico
LEGAL DESC 660’ FSL & 1980 FEL LOCATION Sec. 16-19S-25E
FIELD N. Dagger Draw HORIZON Canyon
DIVISION CODE 100 DIVISION NAME Oil & Gas Division
DISTRICT CODE DISTRICT NAME
BRANCH CODE BRANCH NAME
PROGNOSIS |
1
INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL
920-1C0 Staking, Permit & Legal Fees 500 500
920-110 Location, Right-of-Way 10,800 10,800
§20-120 Drilling, Footage 8400 @ $ie/f 142,500 142,500
920-130 Drilling, Daywork Sdays @ $4500/day 23,900 23,900
620-140 Drifing Water, Fnling i 78.000 15.000
920-150 Drilling Mud & Additives T 12,000 12,000
920-160 Mud Logging Unit, Sample Bags 5,500 5,500
920-170 Cementing - Surface Casing 18,000 18,000
920-180 Orill Stem Testing, OHT ~ Nodsts 10,000 10,000
920-190 Electric Logs & Tape Copies 13,400 13,400
920-200 Tools & Equip. Rntl,, Trkg. & Welding 6,300 6,300
920-210 Supervision & Overhead ) 7,500 7,500
920-220 Contingency ..
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 300 300
920-350 Cementing - Production Casing 30,000
920-410 Completion Unit - Swabbing 7,800
920-420 Water for Completion 1,100
020.430 Mud & Additives for CompletiEH ......................................................... =00
920-440 Cementing - Completion
920-450 Elec. Logs, Testing, Etc. - Completion 4,000
920-460 Tools & Equip. Rental, Etc. - Completion 8,000
920-470 Stimulation for Completion 30,000
920-480 Supervision & O/H - Completion 5,400
920-490 Additional LOC Charges - Completion 3,300
920-510 Bits, Tools & Supplies - Completion 2,300
920-500 Contingency for Completion ' o 4,500
TOTAL INTANGIBLE DRILLING COsTS [ 268,700] 365,70(ﬂ
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,200 15,700
930-020 Casing 9-5/8"@12000 16,800 16,800
TU@adoy T 0,000
G030 Tubing U EFI@ a0 7750
930-040 Packer & Special Equipment 15,000
. 940-010 Pumping EQuipment 75,000
940-020 Storage Facilities 15,000
440-030 Separation Equip., Flowlines, Misc 36,000
940-040 Trucking & Construction Costs .... 15,000
TOTAL TANGIBLE EQUIPMENT COSTS L 19,000 290,000
TOTAL COSTS { 287,700] _“_655100]

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS

FROM 'y OPERI\TOR‘S WAREHOUSE STOCK AT THE RATES STATED ABOVE.

DATE

{repared > Operations

By Approval

V4 Anner SHARE

/ATES. PLTROLEUM CORPORATION - [37.500000% ]
i DATE
JUHTT_PETROLEUM CORPORATTON (24.443924% ]
el Pl Y
!Ij;{”,f\;i;l'-j-.% LMPLOYEES '87, Lyd. [ .033034% ]
|7 DATE

B — , R
%:u:mmmu: XD LORATION COMPANY o [37.500000% } ]



BOYD X STATE COM #10
SEC. 16-19S-25E
Ecdy County, New Mexico

EFNIE BELLO

By:

FRANCES B. BUNN

By:

J.W. GENDRON

By:

DAVID GOODNOW

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, il

By:

E.G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

BRCWN BROTHERS HARRIMAN TRUST SUCC.

TRUSTEE OF THE AGNES CLUTHE

BY

BROWN BROTHERS HARRIMAN TRUST SUCC.
TRUSTEE OF THE WILLIAM B. OLIVER TRUST

By:

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORP.

By:

J. FREDERICK VAN VRANKEN

By:

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

AFE #95-181-0
DATE: 5/8/95
Page 2

SHARE
0.033034%

0.033034%

0.049552%

0.023034%

0.005506%

0.005506%

0.016517%

0.033034%

0.0186517%

0.082586%

0.033034%

0.033034%

0.033034%

0.082586%

0.033034%
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[ A Subsidiary of Unx Corporation
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WELL INFORMATION REQUIREMENTS

TO: Yates Petroleum Company Re: Boyd X State Com #10
105 South Fourth Street SE/4 Section 16-195-25E
Artesia, New Mexico 88210 Eddy County, New Mexico

Dagger Draw Prospect

Unit Petroleum Company requests the following information and notices to be
forwarded to:

Unit Petroleum Company

7130 S. Lewis, Suite 1000

P. 0. Box 702500

Tulsa, Oklahoma 74170

(918) 493-7700 Fax (918) 493-7711
All Federal, State or Railroad Commission Forms
Drill stem test pressure charts
Initial core analysis

Final core analysis

S S Y

Daily mud logs

Final mud logs 2
Electrical and/or radiation log field prints 3
Electrical and/or radiation log final prints 3
Drillers logs 1
Geological reports, sample logs . I
Well completion reports 1
Plugging reports 1

In addition Unit requests the following:

A daily call or faxed report and a mailed report on drilling
progress to Jo Ella Pamnell.

24 hour prior notice to drillstem testing, coring, logging and and plugging
operations.

Unit personnel available for call:

Brad Guidry (Geologist) Home Ph# (918) 254-5073
Ed Heald (Geologist) Home Ph# (918) 496-3079
John Feamster (Geologist) Home Ph# (918) 342-2142
Dan Willingham (Geologist) Home Ph# (918) 250-0832
Jack Bendler (Engineer) Home Ph# (918) 496-2946
Mike Earnest (Engineer) Home Ph# (918) 369-2111
Bruce Randall (Engineer) Home Ph# (918) 492-1352

ALL NOTICES OR PROPOSALS REQUIRED BY CONTRACT OR OTHERWISE
SHOULD BE

FORWARDED TO THE ABOVE ADDRESS TO THE ATTENTION OF MIKE
FANKHOUSER.



NON-OPERATORS

UNIT PETRCLEUM COMPANY
7
. By :
W Title VICE -“Pecsivent

NEARBURG EXPLORATION COMPANY

By:
Title:

ERNIE BELLO

State of )
'Ss
County of )
The foregoing instrument was acknowledged before me this day of
, 1995 by . for UNIT PETROLEUM

COMPANY, a corporation, on behalf of said corporation.

My commission expires:

Notary Public
State of )
:88
County of )
The foregoing instrument was acknwledged before me this day of
, 1995 by , for NEARBURG

EXPLORATION COMPANY, a sole proprietorship, on behalf of said proprietorship.

My commission expires:

Notary Public

State of )
:Ss

County of )
The foregoing instrument was acknowledged before this  day of , 1995
by ERNIE BELLO, Individually.
My commission expires:

Notary Public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T19S-R25E between YATES PETROLEUM

CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as “Non-
Operators.”



Boyd 'X' State Com. #10

SE/4 16-T198-R25E

Eddy County, New Mexico

Interest Owner

Interest

Joined

Not Joined

Yates Petroleum Corporation

37.500000%

37.500000%

Nearburg Exploration Company

37.500000%

37.500000%

Unit Petroleum Company

1

24.443924%

24.443924%

Ernie Bello

0.033034%

0.033034%

Frances B. Bunn

0.033034%

0.033034%

J. W. Gendron

0.049552%

0.049552%

David Goodnow

0.033034%

0.033034%

Joseph R. Hodge

0.005506%

0.005506%

Sanford J. Hodge, ||

0.005506%

0.005506%

E. G. Holden Testamentary Trust

0.016517%

0.016517%

Isaac A. Kawasaki

0.033034%

0.033034%

Betsy H. Keller

0.016517%

0.016517%

Charles Cline Moore

0.082586%

0.082586%

Yates Employees '87 Ltd

0.033034%

0.033034%

Agnes Cluthe Oliver Trust

0.033034%

0.033034%

William B. Oliver Trust

0.033034%

0.033034%

Adolph P. Schuman

Space Building Corp.

J. Frederick Van Vranken

0.033034%

0.033034%

0.082586%

0.082586%

0.033034%

0.033034%

Totals:

100.000000%

62.158646%

37.841354%

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11310/11311
DATE: 10/05/95

EXHIBIT NO. J g
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PERATING AGREEMENT

BOYD X STATE COM #10
OPERATING AGREEMENT
DATED
OPERATOR YATES PETRCLEUM CORPORATICN
CONTRACT ARFA fownship 19 South, Range 25 East, NM2M

section 16: SE/4

Containing 160.00 acres, Rore or

less

COUNTY OR PARISH OFrdcy STATE OF

TOTYRGHT 1577 -— ALL RIGHTS RESERVED
ANTE AN ASSODIAT CN OF PETRCOLEUM LANDMEN
AAPL NO 610 - 1977 REVISED
DIRECTLY FROM THE PUELISHER
S ECX 800, TULSA 74108

New Mexico

YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11310/11311

DATE: 10/05/95
EXHIBIT NO. [j
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OPERATING AGREEMENT

THIS AGREEMENT, entered intoe by and between YATES PETROLEUM CORPORATION. a Now
Mexlzo corporation, 105 S, 4tk St _Artecia, 3M 88210 , kereinafter designated@ and

referred to as "“Operator’, and the signatory party or parties other than Operator, sometimes hereinafier
‘n as “No

on-Operater”, and collectively as “Non-Opnerators”,

[

referred to individuallx noroin
WITNESSETH:

WHEREAS, the parties to this agreement are owners of cil and gas leases and/or oil and gas in-
terests in the land identified n Exhibit "A”, and the parties hereto have reached arr agreement to explore
and develop these leases and. or oil and gas interests for the production of oil afd gas to the extent and
as hereinafter provided: )

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

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

A. The term ‘o1l and gas” shall mean o}, gas, casinghead gas, gas condensate, and all other liquid
or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to
limit the inclusiveness of this term is specifically stated.

B. The terms ‘"oil and gas lease”, "“lease” and ‘leasehold” shall mean the oil and gas leases cov-
cring tracts of land lying within the Contract Area which are owned by the parties to this agreement.

C. The term “o0il and gas interests” shall mean unleased fee and mineral interests in tracts of
‘and 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 anc operated for oil and gas purposes under this agreement.
Such lands, oil and gas leasehold interests and cil and gas interests are described in Exhibit “A”.

E. The term “drilling unit” shall mean the area fixed for the drilling of or.e well by order or rule
o? 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
cr as fixed by express agreement of the Drilling Parties.

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

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

H. The terms “Non-Driliing Party” and “Non-Consenting Party” shall mean a party who elects

nst to participate in a proposed operation.

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

P
w.ard

ARTICLE IL
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a
2ast hereof:
% A. Exhibit “A”, shall include the follcwing information:
(1) Identification of lIands 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.
T B. Exhibit “B”, Form of Lecase,
7 C. Exhibit “C”, Accounting Procedure.
0. Exhibit “D”, Insurance.
¥ 3. Exhibit “E”, Gas Balancing Agreemen:,

. Exhibit “F”, Non-Discrirnination

If ary provisien of ang cxhibit except Exhibit “E”, Is inconsistent with any provision contained
sionz in the body of this agreement shall prevail.

‘e baody of this aoreem




A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

1 ARTICLE III.
2 INTERESTS OF PARTIES
3
4 A. Oil and Gas Interests:
5
6 If any party owns an unleased oil and gas interest in the Contract Area, that interest shall be
7 treated for the purpose of this agreement and during the term hereof as if it were a leased interest
8 under the form of oil and gas lease attached as Exhibit “B”. As to such interest, the owner shall re-
9 ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit
10 “B". Such party shall, however, be subject to all of the provisions of this agreement relating to lessees,
11 to the extent that it owns the lessee interest. ,
12
13 B. Interest of Parties in Costs and Production: %
14
15 Exhibit "“A” lists all of the parties and their respective percentage or fractional interests under this
16 agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
17  this agreement shall be borne and paid, and all equipment and material acquired in operations on the
18 Contract Area shall be owned by the parties as their interests are shown in Exhibit “A”. All produc-
19 tion of oil and gas from the Contract Area, subject to the payment of lessor’s royalties whieh—will-be
20 borme—by—the—doimt—rfrecount, shall also be owned by the parties in the same manner during the term
21  hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
22 ered hereby.
23
24 ARTICLE 1V.
25 TITLES
26
27 A. Title Examination:
28
29 Title examination shall be made on the drillsite of any proposed well prior to commencement of
30 drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases
31 and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
32 The opinion will include the ownership of the working interest, minerals, royalty, overriding royalty
33 and production payments under the applicable leases. At the time a well is proposed, each party con-
34 tributing leases and/or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
35 furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
36 and curative material in its possession free of charge. All such information not in the possession of or
37 made available to Operator by the parties, but necessary for the examination of title, shall be obtained
38 by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneys.
39 Copies of all title opinions shall be furnished to each party hereto. The cost incurred by Operator in
40 this title program shall be borne as follows:
4]

43  preliminary, supplemental shut-in gas royalty opinions and dizrision—e g opinions) shall be a
44  part of the administrative overheed-ss-provided in Exhibit “C,” and shall not be a direct charge, whether
AT o rmed—by—-Operatoria-statf-sitorneys-or—by——outside-attorneys.

46

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

53

54 Each party shall be responsible for securing curative matter and pooling amendments or agreements
55 required in connection with leases or oil and gas interests contributed by such party. The Operator shall be
56 responsible for the preparation and recording of Pooling Designations or Declarations as well as the
57 conduct of hearings before Governmental Agencies for the securing of spacing or pooling ordex? This
53 shall not prevent any party from appearing on its own behalf at any such hearing. )

G0 No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drill n@umt
61  has been examined as above provided, and (2) the title has been approved by the examining att&'{}ey or
62 title has been accepted by all of the parties who arce to participate in the drilling of the well. ,,3

64 B. Loss of Title: m@‘j’.

66 1. Failure of Title: Should any oil and gas intcrest or lease, or interest therem be 'los "thrLugh
67  failure of title, which loss results in a reduction of interest from that shown on Exhibit “A u éa ee-
8  ment, nevertheless, shall continuc in force as to all remaining oil and gas leases and-in nt 'M“ be. .
oe nt Hy TRy W p

19 (a) The party whose oil and gas lease or interest is affected by the title falluie. shall.heaxnalone'
‘0 the entire loss and it shall not be cntitled to recover from Operator or the other nartidesmnsiedaslior.
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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 ) )

(¢) 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 biirdens attributable
thereto) until it has been reimbursed for unrecovered costs paid by it in coqne@tion 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 proportlon 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. : %ﬂ
OPERATOR )

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

: ;1 88210
vates Petroleum Corporation, 105 5. Fourth Street, Artesia, NM

negligence or willful misconduct.

ol ho
Uize of Hhis wtenulying mak i i Pt b
areept when yythorized in wrilim by te 1
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B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice
thereof to Non-Operators. If Operator terminates jts 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. Initial Well:
1st January 96
On or before the =2 day of , 19__, Operator shall commence the drill-
ing of a well for oil and gas at the following 1Ocation:Township 19 South, Range 25 East, NMPM
Section 16: SE/4 .
Eddy County, New Mexico
660' FSL and 1,980' FEL

and shall thereafter continue the drilling of the well with due diligence to a depth of 8,400
to test the Canyon formation.

unless granite or other practically impenetrable substance or condition in the hole, which '§nders
further drilling impractical, is encountered at a lesser depth, or unless all parties agree to compis
abandon the well at a lesser depth. \%&n

Operator shall make reasonable tests of all formations encountered during drilling which gige in-

dication of containing oil and pas in quantities sufficient to test, unless this agreement shall be lnited

in its application to a specific formation or formations, in which event Operator shall b /](lj?d to
X

test only the formation or formations to which this agreement may apply. / 5\'&

If, in Operator’s judgment, the well will not produce oil or gas in paying quantiti :
to plug and ahandon the well a5 a dry hole, it shall first secure the consent of all pg{
plug and abandon same as provided in Article VLE.1 hereof. ll'qnlumm\ulmlnd-s(

]. ACLEY When SMIOERE g
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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 formanon 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, gx'elusive of Saturday,
Sunday or legal holidays. Failure of a party receiving such notice to reply within‘é}he 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 VLE.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 réspect to such interest until lt reverts]
shall equal the total of the following:

(a) 290 % of each such Non-Consenting Party’s share of the cost of any newly acqulredlz,
equipment beyond the wellhead connections (including, but not limited to, stock tanks, se'ators
treaters, pumping equipment and piping), plus 100% of each such Non-Consenting Party’s sharé
cost of operation of the well commencing with first production and continuing until each supf

would have been chargeable to cach Non-Consenting Party had it participated in the y

agreed that cach Non-Consenting Party's share of such costs and equipment will be thlf
ginning of the operation; and

(h}.5Q00% of that partion of the costs and expenses of drilling reworking, dcepk&f}\‘&‘,:‘%{:’r'“

plug mgﬁf"‘

hack, testing and completing, after deducting any cash contributions recelved under ArtiglesVRI@y-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 connectiors), 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.

A4
e

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, crude 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
oe 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-
cucting 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
s—atement 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 itermized 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
skall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
araount 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 {o it as above provided;
and if there i1s 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-
frcm 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
weil spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of th-=l'nitial
well described in Article VI.A. except (a) when Option 2, Article VILD.l.,, has been selected,r (b)
to the reworking, deepening and plugging back of such initial well, if such well is or thereaf‘ :shall

VIA.

C. Right to Take Production in Kind:
Each party electing to take in kind or separately dispose of its propartionate share of the production from the Contract Area

shall kaep accurate rocords of tha voluma, salling price, royalty and taxes relative to its share of production. Non-Operators

shall, upon tequest, furnish Oporatar with trus and complote coples of the records required to be kopt hereunder whenever, under

the terms of this agreement or any agreement exncuted In connection herowith, it Is necessary for Operator to obtain sald information.

Any Information furnishoed to Operator hernundsr shall bs usod by Operator only to tha axtent necessary to carry out ite dutles

a4 Oporator and shall otherwiss bo kapt canfidential.

and salt water

ach party shalt hinve tha rdght to take In bind or anparately dispeas of lta proportlonata share of all oll and gas’produced

from the Contenet Araa, oxcluelve of prodion tlon vahlch n ay ha unod In dovelopmant and producing operations nnd In preparing and
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treating oil for marketing purposes and production unavoidably lost, Any extra expenditure incurred in tha 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
:nterest in production from the Contract Area, and, except as provided in Article VII.B., shall be entitied
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 obiigation, 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 pl;rci'lase 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
snare 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
Necn-Operator, other than that specified above, shall be charged to the Non-Operator that requests the

‘nformation.
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 holidays) after receipt of notice of the proposal to plug and
abandon such well, such party shall be deemed to have consented to the proposed abandonment. All
such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,
risk and expense of the parties who participated in the cost of drilling 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 scarch of oil and/or gas subject to the provisions of Article VI.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 wéi¥ shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and éﬁ{
of «ll the parties hereto. If, within thirty (30) days after receipt of notice of the proposed aban!ment
of such well, all parties do not agree to the abandonment of any well, those wishing to continu rg op-

cration shall tender to each of the other parties its proportionate share of the value of the well’s % able

3

8 "

quisity, or fitness for use of the equipment and material, all of its interest in the well a
ment, together with its interest i the leasehold estate as to, but only as to, the interval or]

wnecil and gas interest, such porty shall execute and deliver to the non-abandoning party. ‘
. . . . s . . Gve ab thicutengyiying matk g poont o !
ool and pas lease s limited to e aeterval or intervals of the formation or formations th‘3QJ,QI?.W}HLQ..QRQ..“P;‘F:~/

Con for aternn of one year and oo therenfter as ol and/or gas is produced from théT;inzt,;Q_r_Ya'l}z.opv'_intcp
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vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
“B”. The assignments or lrases so limited shall encompass the “drilling unit” upon which the well is
located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon
the reiationship of their respective percentages of participation in the Contract Area to the aggregate of
the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
of interest in the remaining portion of the Contract Area.

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

ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

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

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
security interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure
payment of its share of expense, together with interest thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without prejudice to
“fhen it ob dematinn &0 Solet o e PRchRer e Rioceiis o he s e Ner TR S
share of oil"and/or gas until tne amount owed by such Non-Operator/plus infersst has been pa
rurchaser shall be entitled to rely upon Operator's written statement concerning the amount of any de-
fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
orator’s proportionate share of expense.

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

(. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
incurred in the development arnd operation of the Contract Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis pro-
v.ded in the Accounting Procedure attached hereto as Exhibit “C”. Operator shall keep an accurate
record of the join* account hereunder, showing expenses incurred and charges and credits made and

received. 4 ;

Operator, at its election, shall have the right from time to time to demand and receive f W the
other parties payment in advance of their respective shares of the estimated amount of the ex“"‘e to
b incurred in operations hereunder during the next succeeding month, which right may be exerci only
by submission to each such party of an itemized statement of such estimated expense, toget
ar invoice for its share thereof. FKach such statement and invoice for the payment in advance '.

amount due shall hear fnterest as provided in Exhibit “C" until paid. Proper adju
reade monthly between advanees and actunl expense to the end that each party shal

pooportionste share of getaad cxpentes ncurred, and no more, }

ey
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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 VI.B.2. of this Agreement, it being
understood that the consent to the drilling or deepening shall include:

®] 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 completxon 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
0 attempt a completion, the provisions of Articie VI.B.2. hereof (the phrase “reworking, deepening or
olugging back” as contained in Article VI.B.2. shall be deemed to include ‘“‘completing”) shall apply to
~he 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
caid well, including necessary tankage and/or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
TWENTY FIVE THOUSAND-=—=~————m————— "Donars ($ 25 OOO. 0 )

cn expenditure in excess of
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
cing back of which has been previously authorized by or pursuant to this agreement; provided, how-
aver, 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
‘e 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,

Cperator, upon request, shall furnish copies of its “Authority for Expenditures” for an% sm%le project
FIFTEEN THOUSAND—-——=—=—=———m————————es——= Dollars ($ ).

costing in excess of

E. Royalties, Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause to be pdid 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 royally, production payment, or other charge over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account

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

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

It Is recognized by the parties herato that In addition to each party's share of working Interest production as shown in Exhbit "A",
such party shall have the right, subject to existing contracts, to market the royalty gas attrlbutable to each lease which it
contributes to the Contract Area and to recsive payments due for such royalty gas produced from or allocated to such lease of 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
Jeases the proceeds attributable to their respective royaity interest and to hold all other parties hereto harmless for its fallure 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 ¥ their
expense. In the event two or more parties own and have contributed interests in the same leasélito this
agreement, such parties may designate one of such parties to make said payments for and on behatfiof all
such parties, Any party may request, and shall be entitled to receive, proper evidence of all su ipay-
ments. In the event of failure to make proper payment of any rental, shut-in well payment or v?"?imum

royalty through mistake or oversight where such payment is required to continue the lease iifforce,
any loss which results from such non-payment shall be borne in accordance with the provisions offk rticle
IV.B.2 .

Operator shall notify Non-Operator of the articipated completion of a shut-in gas
ting in or return to production of a producing gas well, at least five (5§) days (excluding

dav and holidays), or at the carliest opportunity permitted by circumstances, prior to talsif,
aeal tive wdeanf m

Mo

Lo e . ittty Tor e . . . . " , ATk
Lot assumes no linbility for olore to dosoo Ino the event of failure by Operator u@uv%annJQ.lz HNQR;
Opetator, the Jocs ol any beaess contiibuted hereto by Non-Operator for failure to makgetimelypayments
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of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B.3.

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad
valorem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
dition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not he
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 rgdﬁced 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 o%mners 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 within
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 VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
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 thefparties

Upon such assignment, the assigning party shall be relieved from all obligations thereafter 3 '.
but not theretofore accruecd, with respect to the acreage assigned and the operation of any well {ht

ard equipment on the assipned acreage. The value of all material shall be determine
with the provisions of Exhibit ©C7) leas the estimated cost of sidvapgring and the es tnl

e aty

puys and abandomng. 1 the acimannent ioon favor of more than one party, the ass an
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1 be shared by the parties assignee in the proportions that the interest of each bears to the interest of all
2  parties assignee,
3
4 Any assignment or surrender made under this provision shall not reduce or change the assignor’s or
5 surrendering parties’ interest, as it was immediately before the assignment, in the balance of the Contract
6 Area; and the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter
7  be subject to the terms and provisions of this agreement.
8
9 B. Renewal or Extension of Leases:
10
11 If any party secures a renewal of any oil and gas lease subject to this Agreement, all .other parties
12 shall be notified promptly, and shall have the right for a period of thirty (30).days following receipt
13 of such notice in which to elect to participate in the ownership of the renewsl lease, insofar as such
14 lease affects lands within the Contract Area, by paying to the party who acquiréd it their several proper
15  proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
16  which shall be in proportion to the interests held at that time by the parties in the Contract Area.
17
18 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it
19 shall be owned by the parties who elect to participate therein, in a ratio based upon the relationship of
20 their respective percentage of participation in the Contract Area to the aggregate of the percentages
21 of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
22 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.
23 without warranty
24 Each party who participates in the purchase of a renewal lease shall be given an assignment/of its
25 proportionate interest therein by the acquiring party.
26 .
27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest
28  covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
29  taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
30 the expiration of the existing lease shall be.subject to this provision; but any lease taken or contracted
31 for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
32 lease and shall not be subject to the provisions of this agreement.
33
34 The provisions in this Article shall apply also and in like manner to extensions of oil and gas
35 leases. The provisions of this Article VIII-B shall only apply to leases, or portions
35 O0f leases, located within the Unit Area.
37 C. Acreage or Cash Contributions:
38
3 While this agreement is in force, if any party contracts for a contribution of cash toward the drilling
40 of a well or any other operation on the Contract Area, such contribution shall be paid to the party who
41  conducted the drilling or other operation and shall be applied by it against the cost of such drilling or
42  cther operation. If the contribution be in the form of acreage, the party to whom the contribution is
43  made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling
44  Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
45 are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and
46 be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and

47  accept such tender, such acreage shall not become a part of the Contract Area. Each party shall prompt-
48  ly notify all other parties of all acreage or money contributions it may obtain in support of any well or
49  any other operation on the Contract Area.

50
51 If any party contracts for any consideration relating to disposition of such party’s share of substances

52 produced hereunder, such consideration shall not be deemed a contribution as contemplated in this
53  Article VUI.C. This paragraph shall not be applicable to the contribution of acreage

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

56

7 Notwithstanding the provisions of Article VIILE. and VIII.G., if any party hereto shall, sub?r?fquent
58 to execution of this agreement, create an overriding royalty, production payment, or net procequiinter-
59 est, which such interests arc hereinafter referred to as ‘‘subsequently created interest”, such subs 1%1\1“gently
60 created interest shall be spccifically made subject to all of the terms and provisions of this agreemjént, as
61  follows: (5

62 1. If non-consent operations arc conducted pursuant to any provision of this agreement E
G4 parly conducling such opcrations hecomes entitled to receive the production attribulablezgt’tﬁieffé‘{é 4
65  out of which the subscquently created interest is derived, such party shall receive samér‘{rszd} nd-‘clear

66 of such subsequently created interest. The party creating same shall bear and pay all SLI. hggﬁbéé;:{igl;‘ntly
6% created interests and shall indemnifly and hold the other parties hereto free and harmles“ss‘\";f’f:,r;qﬁ\’;"’fm;’, and
i n‘iy‘-hn n;x‘.m!ymn LTI

Svsph when authatong 1w o s

64 all hability resulting therefrom. !——4" i
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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 urder pro-
visions of Article VLE. hereof, or (3) elects to surrender a lease under provisions of Article VIILA.
hereof, the subsequently created interest shall be chargeable with the pro rata portion of all expenses
hereunder in the same manner as if such interest were a working interest. For purposes of collecting
such chargeable expenses, 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 VII.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 dpntrary, no party shall
sell, encumber, transfer or make other disposition of its interest in the leases exﬁbraced 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.

a¥al & - - ..- o a | o 5 - - --- 2V ¥y -_:- aValaaValas e ol s Ba¥y

Gkt alis o i > ® e
interests in the Contract Area, it shall promptly give written notice to the other parties, with-#effl infor-

mation concerning its proposed sale, which shall include the name and address gf.#+® prospective 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 prioresglit, for a period of ten (10) days after
receipt of the notice, to purchase on the same terms _amd~Tonditions the interest which the other party
proposes to sell; and, if this optional right-#s~€xercised, 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 shell be no preferential right to purchase in those cases where any party wishes
to mortgage itsirrt€rests, or to dispose of its interests by merger, reorganization, consolidation, or sale
of aller~Substantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent
ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship 0‘3 *part-
nership or an association for profit between or among the parties hereto. Notwithstanding anl pro-
visions hercin that the rights and liabilities hereunder are several and not joint or collective, or tfﬁ%t this
agreement and operations hereunder shall not constitute a partnership, if, for Federal income ti xf'_pur-

poses, this agreement and the operations hereunder are regarded as a partnership, each partyy..‘ereby
affected eclects to be excluded from the application of all of the provisions of Subchapter “K”, Yi‘-apter
. Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Sectio ;:.;1 of
the Code and the regulations promulgated thereunder. Operator is authorized and dlrected/to é 3! the on
behalf of each party hereby affected such evidence of this election as may be required %tary
of the Treasury of the United States or the Federal Internal Revenue Service, mcludmg s eé ggxt)x but
not by way of limitation, all of the returns, statements, and the data required by e&g(rai‘ Ré Iula—
tions 1.761. Should there be any requirement that each party hereby affected give f}lr,t,.}.ll% e sSof
this clection, cach such party shall execute such documents and furnish such other chdc'gic'cl‘,::‘é\Ism':fﬁ'&f be.
required by the Federal Internal Revenue Serviee or as may be necessary to cvidencethig-elections No

9.
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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 Scction 761 of the Code is permitted, each party hereby affected shall make such eiection 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 _ ) g

Operator may settle any single damage claim or suit arising from operatiofis hereunder if the ex-
penditure does not exceed ELFTEEN THOUSAND-—————-————c—=—m——m—ommm e o m o e o oo e 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 Opérator. 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 between the parties, and requirbed 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

tributed by any other party beyond the term of this agreement.

AN S o
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¥ Option No. 2: In the event the well described in Article VIA., 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 VI.A., or any subsequent well
drilled hereunder, results in a dry hole, and no other well is producing, or capable of producing oil
and/or gas from the Contract Area, this agreement shall terminate unless drilling er reworking opera-
tions are commenced within 120 days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from
any liability 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, including, but not lim-
ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and in-
terpretation or constructi.n, shall be governed and determined by the law of the state in which the
Contract Area is located. If the Contract Area isin 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.

D. Notwithstanding any other provisions herein, if during the term of this agreewent, a well is required
to be drilled, deepened, 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) eam or preserve an interest in ard to oil and/or
gas and other minerals which may be cwned by a third party or which, failing in such cperation; may revert
to a third party, or, (4) cawmly with an order issued by a regulatory body having jurisdicticn in the
premises, falling in which certain rights would temminate, the following shall ly. Should less than all
of the parties hereto elect to icipate and pay their proporticnate part of costs to be incurred in
such operation, those parties desiring to icipate shall have the right to do so at their sole cost,
risk, and expense. Pramwtly following oconclusion of such operation, each of those parties not
participating agree to execute and deliver an appropriate assignment to the total interest of each
rnon-participating party in and to the lease, leases, or rights which would have terminated or which
othexrwise may have been preserved by virtue of such operation, and in-and to the lease, leases or rights
within the balance of the drilling unit upon which the well was drilled, excepting, however, walls
theretofore campleted and capable of producing in paying quantities. Such assigment be delivered to
the participating parties in the proportion that they bore the expense attributable to the
non-participating parties' interest. ' )

E. No production, whether oil or gas, may be sold from the lease acreage, or lands pooled therewith, to
any party's subsidiaries, affiliates, or associates, without each party's prior written consent. Aall
production sold from the lease acreage, or lands pooled therewith, will be an am's length trade with a
third purchaser. It is expressly agreed if prior written consent is given to a party selling to
themselves, its subsidiaries, affiliates, or associates, the other parties to this agreement will have the
option to also sell to said purchaser, at the same or better price. In the event any party hereto, makes
an am's length trade with a thind party purchaser, the remaining parties will have the option to also sell
at the same or higher price.
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AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977 :

1 ARTICLE XVI.

2 MISCELLANEOQUS

3

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

6

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

9

10 IN WITNESS WHEREOF, this agreement shall be effective as of _30th _ day of__Augqust ,
11 19_95 . ) -

12 ‘

13 OPERATOR %

14

15 YATES PETROLEUM CORPORATION

17 'y i
i 8 By: ?{%¢7 Z/ é% ZQ'\
20 / € (?w'e{—\lé)%c

24 NON-OPERATORS

STATE OF NEW MEXICO )
:SS
COUNTY OF EDDY

42 The foregoing instrument was acknowledged before me this 30th day of
43 August , 1995 by Peyton Yates , Attorney-in-Fact

corporation.

My commission expires: L E o A /é/

48 Notary Pabll
49 August 9, 1997

57 Signature page attached to and made a part of that Operating Agreement
58 dated August 25, 1995 covering SE/4 Section 16-T195-R25E between YATES
59 PRTROLEUM CORPORATION as "Opcrator" and UNIT PETROLEUM COMPANY, et al

60 as "Non-Operators".
61

5 ,
64
65
66
67
63 _
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NON-OPERATORS

UNIT PETROLEUM COMPANY

By:
Title

NEARBURG EXPLORATION COMPANY

By: .
Title: .
ERNIE BELLO

State of )

'Ss
County of )
The foregoing instrument was acknowledged before me this day of
, 1995 by . for UNIT PETROLEUM

COMPANY, a corporation, on behalf of said corporation.

My commission expires:

Notary Public
State of )
:ss
County of )
The foregoing instrument was acknwledged before me this day of
, 1995 by for NEARBURG

EXPLORATION COMPANY, a sole proprietorship, on behalf of said proprietorship.

My commission expires:

Notary Public

State of )
:SS

County of )
The foregoing instrument was acknowledged before this ___ day of , 1995
by ERNIE BELLO, Individually.
My commission expires:

Notary Public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T195-R25E between YATES PETROLEUM
CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as “Non-
Operators.”



NON-OPERATORS

FRANCES B. BUNN

J.W. GENDRON

JOSEPH R. HODGE

SANFORD J. HODGE, III

State of HAWA Il )

G4y ¢ s
Com\llr{ty of HONOLULY )

The foregoing instrument was acknowledged before me this (th day of

SEPTEMBER, 1995 by FRANCES B. BUNN, individually.

/‘
My commission expires: FMé/ﬂ JW é/Wm /%
q ~(? 76" Notary Public
State of )
'Ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by J.W. GENDRON, individually.

My commission expires:

Notary Public
County of )
.S8S
State of )
The foregoing instrument was acknowledged before me this day of

, 1995 by JOSEPH R. HODGE, individually.

My commission expires:

Notary Public
County of )
'Ss
State of )
The foregoing instrument was acknowledged before me this day of

, 1995 by SANFORD J. HODGE, III, individually.

My commission expires:

Notary public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T19S-R25E between YATES PETROLEUM
CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as “Non-

Operators.”



NON-OPERATORS

FRANCES B. BUNN

J.W. GENDRON

JOSEPH R. HODGE

SANFORD J. HODGE, III %

State of )
:SS
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by FRANCES B. BUNN, individually.

My commission expires:

Notary Public
State of )
. 'ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by J.W. GENDROWN, individually.

My commission expires:

Notary Public
County of )
'Ss
State of )
The foregoing instrument was acknowledged before me this day of

, 1995 by JOSEPH R. HODGE, individually.

My commission expires:

Notary Public
County of )
:Ss
State of )
The foregoing instrument was acknowledged before me this day of

, 1995 by SANFORD J. HODGE, III, individually.

My commission expires:

Notary public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T19S-R25E between YATES PETROLEUM
CORPORATION as "“Opecrator” and UNIT PETROLEUM COMPANY, et al as “Non-

Operators."



NON-OPERATORS

E.G. HOLDEN TESTAMENTARY TRUST

By:
Title:

ISAAC A. KAWASAKI

BETSY H. KELLER %
State of )
'ss
County of )
The foregoing instrument was acknowledged before me this day of
, 1995, by , as for the E.G.

HOLDEN TESTAMENTARY TRUST, on behalf of said trust.

My commission expires:

Notary Public
State of )
'SS
County of )
The foregoing instrument was acknowledged before me this day of

1995 by ISAAC A. KAWASAK]I, individually.

My commission expires:

Notary Public
State of )
:Ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by BETSY H. KELLER, individually.

My commission expires:

Notary Public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T195-R25E between YATES PETROLEUM
CORPORATION as "Operator” and UNIT PETROLEUM COMPANY, et al as “Non-

Opcerators.™



NON-OPERATORS

ADOLPH P. SCHUMAN

SPACE BUILDING CORP.

By:
Title:

eI

J. FREDERICK VAN VRANKEN, JR.

State of )
:Ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by ADOLPH P. SCHUMAN, individually.

My commission expires:

Notary public

State of )
.SS
County of )
The foregoing instrument was acknowledged before me this ___ day of
, 1995 by , Attomey-in-Fact for SPACE BUILDING
CORP., a corporation, on behalf of said corporation.

My commission expires:

Public notary

State of )
'Ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by J. FREDERICK VAN VRANKEN, Jr., individually.

My commission expires:

Notary public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T19S-R25E between YATES PETROLEUM
CORPORATION as "Operator” and UNIT PETROLEUM COMPANY, et al as “Non-

Operators.”



NON-OPERATORS

YATES EMPLOYEES '87, LTD.

/ ’A‘{éem\g}:—}ﬁ-Fact

DAVID GOODNOW

By:

State of New Mexico )
88
County of Eddy )

The foregoing instrument was acknowledged before me this 30th day of angust
, 1995 by ___peyron vates , Attomey-in-Fact for Yates Petroleum
Corporation, General Partner, a New Mexico partnership, on behalf of said

partnership. ) /
& / /
My commission expires: L 24 ///ﬂ . = % '

Notary Public
Dugust 9, 1997
State of New Mexico )
'Ss
County of Eddy )
The foregoing instrument was acknowledged before me this day of

, 1995 by DAVID GOODNOW, individually.

My commission expires:

Notary public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering Sls/4 Section 16-T19S-R25E between YATES PETROLEUM
CORPORATION as "Operator” and UNIT PETROLEUM COMPANY, et al as “"Non-
Operators.”



NON-OPERATORS

CHARLES CLINE MOORE

BROWN BROTHERS HARRIMAN
TRUST, SUCCESSOR TRUSTEE OF
THE AGNES CLUTHE OLIVER
TRUST

By:
Title:

BROWN BROTHERS HARRIMAN
TRUST, SUCCESSOR TRUSTEE OF
THE WILLIAM B. OLIVER TRUST

By:
Title:
State of )
'ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by CHARLES CLINE MOORE, individually.

My commission expires:

Notary Public
State of )
:ss
County of )
The foregoing instrument was acknowledged before me this day of
, 1995 by , for the BROWN

BROTHERS HARRIMAN TRUST, SUCCESSOR TRUSTEE OF THE AGNES CLUTHE
OLIVER TRUST, on behalf of said trust.

My commission expires:

Notary public
State of )
88
County of )
The foregoing instrument was acknowledged before me this day of
, 1995 by . for the BROWN

BROTHERS HARRIMAN TRUST, SUCCESSOR TRUSTEE OF THE WILLIAM B.
OLIVER TRUST, on behalf of said trust.

My commission expires:

Notary Public

Signature page attached to and made a part of that Operating Agreement dated
August 25, 1995 covering SE/4 Section 16-T19S-R25E between YATES PETROLEUM
CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as “"Non-
Operators.”



EXHIBIT A" .
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED AUGUST 25, 1995 BETWEEN YATES PETROLEUM CORPORATION
AS “OPERATOR"” AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-
OPERATORS"

L. 1. Lands Subject to Agreement:

Township 19 South, Range 25 East, N.M.P.M.
Section 16: SE/4

Containing 160.00 acres, more or less

Eddy County, New Mexico

LI

2. Depth Restriction:

From below the base of the San Andres formation to 100’ below total
depth drilled.

3. Drlling Unit for the First Well:

Proration Unit as established by the New Mexico Oil Conservation

Division.
1I. Percentage interests of Parties Under Agreement:
Working Interest Owners Percent of Unit

Yates Petroleum Corporation 37.500000%
Unit Petroleum Company 24.443924%
Nearburg Exploration Company 37.500000%
Emie Bello .033034%
Frances B. Bunn .033034%
J. W. Gendron .049552%
David Goodnow .033034%
Joseph R. Hodge .005506%
Sanford J. Hodge, 1II .005506%
E. G. Holden Testamentary Trust .016517%
Isaac A. Kawasaki .033034%
Betsy H. Keller .016517%
Charles Cline Moore .082586%
Yates Employees ‘87, Ltd. .033034%
Brown Brothers Hamriman Trust, .033034%

Succ. Trustee of the Agnes Cluthe

Oliver Trust

Brown Brothers Harriman Trust .033034%
Succ. Trustee of the William B.

Oliver Trust

Adolph P. Schuman .033034%
Space Building Corp. .082586%
J. Frederick Van Vranken .033034%

TOTAL 100.00000%



EXHIBIT “A"

ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED AUGUST 25, 1995 BETWEEN YATES PETROLEUM CORPORATION
AS “OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS "NON-
OPERATORS"

III. Leasehold Interest of Each Party:
1. Lessor: State of New Mexico

Present Lessee: Yates Petroleum Corporation
Unit Petroleum Company

Serial No. of Lease E-10167
Expiration Date: HBP .
Description: Township 19 South, Range 25 East, N.M.P.M,

Section 16: NWSE, S/2SE
Containing 120 acres, more or less
Eddy County, New Mexico

2. Lessor: State of New Mexico
Present Lessee: Unit Petroleum Company, et al
Serial No. of Lease: LG-864
Expiration Date: HBP
Description: Township 19 South, Range 25 East, NM.P.M

Section 16: NESE
Containing 40.00 acres, more or less
Eddy County, New Mexico

Iv. Addresses:

Nearburg Exploration Company Brown Brothers Harriman Trust, Succ.
' One Petroleum Center, Bldg. 8 Trustee of the Agnes Cluthe Oliver Tr.
Suite 100 4900 Trammell Crow Center
3300 North “A™" Street 2001 Ross Avenue
Midland, Texas 79705 Dallas, Texas 75201-2996
Unit Petroleum Company Brown Bros. Hamriman Trust Succ. Trustee
P.O. Box 702500 of the William B. Oliver Trust
Tulsa, Ok. 74170 4900 Trammell Crow Center

2001 Ross Avenue
Dallas, Texas 75201-2996

Emie Bello Adolph P. Schuman
3325 Ala Akulikuli 2701 16th Street
Honoluluy, Hawaii 96818 San Francisco, Ca. 94104
Frances B. Bunn Space Building Corp.
2493 Makiki Height Dr. 250 Cape Highway
Honolulu, Hawaii 96822 Route 44

East Taunton, MA 02718
JW. Gendron J. F. Van Vranken
1280 Encino Drive P.O. Box 264
San Marino, Ca. 91108 Jericho, New York 11753
David Goodnow Betsy H. Keller
236 Ridgefield Road 2524 Union Street

Wilton, Ct. 06897 San Francisco, Ca. 94123



EXHIBIT “A”
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED AUGUST 25, 1995 BETWEEN YATES PETROLEUM CORPORATION
AS "OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-

OPERATORS"
Joseph R. Hodge Charles Cline Moore
2900 Northwood Road 605 Market Street, 9th Floor
Austin, Tx. 78703 San Francisco, Ca. 941056
Sanford J. Hodge, III E. G. Holden Testamentary Tmst 7
4324 Hanover Ave. 2524 Union Street . :
Dallas, Texas 75225-6748 San Francisco, Ca. 9412§
Isaac A. Kawasaki Yates Petroleum Corporation
734 Kalanipuu Yates Employees ‘87, Ltd.
Honolulu, Hawaii 96825 105 South Fourth Street

Artesia, New Mexico 88210
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EXHIBIT “ Lo

Attached to and made a part of that _Operating Agreement dated
Augusk..25,.1995 covering SE/4 of Section 16-T195-R25E between

YATES. PETROLEUM CORPORATION as "Operator" and UNIT PETROLEUM

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-
itv 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-
urately 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
t; 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 (12%) 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 guestion 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 Péragraph 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 .approvul oI other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Acco_untmg Procedurc and if the agreement to which this Accounting Procedure is attached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and
the agreement or approval of a majorily in interest of the Non-Operators shall be controlling on all Non—O;;c1~a_

Ty




II. DIRECT CHARGES

Opcrator shall charge the Joint Account with the following items:

1.

-1

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

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 salarie.s 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 urider Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expgnditures 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.

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 Sectxon IT shall be Operator's actual

cost not to exceed twenty per cent (20%).

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.

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.

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.

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.

1. In 1icu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediale arca of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of 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-Operator written notice of damages or losses
incurred as soon as practicable after o report thereof has been received by Operator.

Legal Expense
Fxpense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments

and amounts paid for scettlement of claims incurred inor resulting from operations under the agreement or
nevessary tooprotect or recover the Jomt Properly, except thal no charge for services of Operator’s legal staff -
or Tees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other ) legal
expense is considered Lo be covered by the overhead provisions of Section III unless otherwise agreed to by the
Paities, except as provided in Section I, Paragraph 3.
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11,

12.

1.

iy

All taxes of every kind and 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.

Taxes

Insurance

Net premiums paid fpr insuragce required to be carried for the Joint Operations for the protection of the Par-
ties. In the event_Jomt Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compgnsatxon gnd/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.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section I11,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

%
III. OVERHEAD

Overhead - Drilling and Producing Operations
1. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( ) 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 { ) 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 $__4,500Q
Producing Well Rate $.450

(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 completicn 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.

{41 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, ete.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by 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 ycar compared to the calendar yecar
preceding as shown by the wides of averape weekly earnings of Crude Petroleum and Gas Fields Produe-
fion Workers fe published by the United States Department of Labor, Burcau of Labor Statistics, or the
cquivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates evrrently 1o nse, ploe 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 Development of the Joint Property exclusive of costs
provided 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 Section III, 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 Majof Construetion as de:.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. _9 9 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 9 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.

1V. 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 1d1e 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 Material 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 reuse without reconditioning:
(1) Material moved to the Joint Property
(a) Al seventy-five percent (75%) of current new price, as determined by Paragraph 24 of this Section IV,
(2) Material moved from the Joint Property ’
(1) At seventy-five pereent (75%) of current new price, as determined by Paragraph 2A of this Section IV, |
il Material was orynmally charped o the Joint Account as new Material, or
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(b) at sixty-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 (509%) 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 purfJose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operé@_or 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.

3. Premium Prices

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

4. Warranty of Material Furnished by Operator

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

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

1. Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any 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.

. 3. 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.

" 1. Expense of Conducting Periodic Inventories

The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the

FPPartioc




EXHIBIT "D"

ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT DATED

AUGUST 25, 1995, BETWEEN YATES PETROLEUM CORPORATION AS
*OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-
OPERATOR"

ATTACHED TO AND MADE A PART OF

OPERATING AGREEMENT

ENN

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) 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.

(B) Public Liability Insurance:

Bodily Injury - $500,000.00 each occurrence.

(C} Automcbile 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

henefit and at the expense of the parties hereto) shall be charged +A +he < iy



EXHIBIT “E"
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT DATED
AUGUST 25, 1995, BETWEEN YATES PETROLEUM CORPORATIOE\T AS
“OPERATOR” AND UNIT PETROLEUM CORPORATION, ET AL AS "NON-
OPERATOR"

GAS BALANCING AGREEMENT

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 fhe Contract Area
and market the same. In the event any of the parties hereto épllectively 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 d)
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 quantity of gas produced, the amount used in lease opera-
tions, vented or lost, the total quantity 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 1is accountable. The term "royalty owner"
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 the 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. In addition to such share, each party, including
the Operator, until it has recovered its gas in placc 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/pr liquid hydrocar-
bons in paying quantities before the gas account is balanced,4sett1ement 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 regu-
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 wulti-
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 underprcduced 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 96. 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.



EXHIBIT "F"
[¥TT¥\C&{E[)TTDzRPJE>DAJXEHZ1%.P1XRH?(3F'TPLAT'CH?EFLATTIJC}ijHREHEBEEPTT]D!YTE[)
AUGUST 25, 1995, BETWEEN YATES PETROLEUM CORPORATION AS
“OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-
OPERATORS"

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

(1) The Operator will not discriminate against any employee or applicant
for employment because of race, color, religion, national origin or
sex. The Operator will take affirmative action to ensure that appli-
cants are employed, and that cmployees are treated during employment,
without regard to their race, color, religion, national oriqin,df sex.
Such action shall include, but not be limited to the following:  Employ-
ment, upgrading, demotion, or transfer, recruitment or recruitment ad-
vertising; layoff or termination; rates of pay or other forms of com-
pensation; 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 contract-
ing officer setting forth the provisions of this non-discrimination
clause.

{2) The Operator will, in all solicitations or advertisements for employees
placed by or on behalf of the Operator, state that all qualified appli-
cants will receive consideration for employment without regard to race,
color, religion, national origin or sex. .

{3) 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 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

(4) The Operator will comply with all provisions of-Executive Order 11246
of September 24, 1965, and of the rules, reqgulations, and relevent orders
of the Secretary of Labor. K

{5) The Operator will furnish all information and reports required by Executive
Order 11246 of Septembexr 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, requlations, and orders.

{(6) 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 cancelled, terminated or suspended in whole or in part
and the Operator may be declared ineligible for further Government contracts
in accordance with procedures authorized in Executive Order 11246 of
September 24, 1965, and such other sanctions may be imposed and remedies
invoked as provided in Executive Order 11246 of September 24, 1965, or by
rule, regulation, or order of the Secretary of Labor, or as otherwise pro-
vided by law.



(7) The Operator will include the provisions of Paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules,
requlations, or orders of the Secretary of Labor issued pursuant to
Section 204 of Executive Order 11246 of September 24, 1965, so that
such provisions will be binding upon each subcontractor or vendor.
The Operator will take such action with respect to any subcontract
or purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for 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 pro-
tect the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100
(EEO-1) promulgated jointly by the Office of Federal Contract Compliance, the
Equal Employment Opportunity Commission and Plans for Progfess with Joint Pe-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thirty (30)
days of the date of contract award if such report has not heen 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 Re-
gulations 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 secregated 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 searegated
facilities for its employees ox permitting its employees to verform their
services at any leocation under its control where segregated facilities
are maintained is a violation of the equal opportunity clause required
by Executive Order 11246 of September 24, 1965.

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 cof ARmerica and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or
fraudulent representation may be liable to criminal prosecution under 18

e m - A oA



5 — AFE NO. 95-181-0
MTE AUTHORITY FOR EXPENDITURE AFE DATE 5/8/¢5
; EEEE%E?DN NEW DRILLING & RECOMPLETION )
' AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X {New Drilling X {oil X {Development Original
ARTESIA, NEWMEXICO88210 Recompletion Gas Exploratory - Revised
TELEPHONE (505) 748-1471 Injector - Final

LEASE NAME Boyd X State Com. #10 PROJD DEPTH 8400’

COUNTY Eddy STATE New Mexico

LEGAL DESC 660' FSL & 1980' FEL LOCATION Sec. 16-19S-25E

FIELD N. Dagger Draw HORIZON Canyon

DIVISION CODE 100 DIVISION NAME Oil & Gas Division

DISTRICT CODE DISTRICT NAME

BRANCH CODE BRANCH NAME

PROGNOSIS: [

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL
920-100 Staking, Permit & Legal Fees 500 500
520110 Location, Right-ofWay e 16800 19800
520.120 Drilling, Footage 8400@$16/ft ......................................................... 142,500 342.500
520.130 Driting. Daywork 5days@$4500/day ....................................................................... 33900 33600
520140 Driling Water, o 16.000 15.:000
620-150 Drilling Mud 8 Addifives 33,000 12.000
920-160 Mud Logging Unit, Sample Bags 5,500 5,500
920-170 Cementing - Surface Casing 18,000 18,000
920-180 Drilt Stem Testing, OHT 10,000 10,000
920-190 Electric Logs & Tape Copies 13,400 13,400
920-200 Tools & Equip. Rntl,, Trkg. & Welding 6,300 6,300
920-210 Supervision & Overhead 7,500 7,500
920-220 Contingeficy
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 300 300
920-350 Cementing - Production Casing 30,000
920-410 Completion Unit - Swabbing 7,800
520420 Water for Gomplation T 1700
020.430 Mud & Additives for Completiaﬁ .............................................................................................................. 506
020.440 Cementing - Completion
520.450 Elec. Logs, Testing, Etc - Combiéﬁéﬁ ..................................................................................................... 2050
920-460 Tools & Equip. Rental, Eto. - Completion " 3000
920.470 Stimulation for Completion 36:000
020.480 Supervision & OFH - Completion ™" 5466
020.490 Additional LOC Charges - Complation """ 3300
920-510 Bits, Tools & Supplies - Completion 7 2,300
520500 Contingency for Complefion, T 3500

TOTAL INTANGIBLE DRILLING COSTS { 268,700] 365,700

TANGIBLE EQUIPMENT COSTS:

930-010 Christmas Tree & Wellhead 2,200 15,700
930-020 Casing  98/8" @1200° e 16,800 16,800
7" @8400° 80,000

930.030 Tubing 27/8‘@8200 ......................... 37560
930-040 Packer & Special Equipment 15,000
940-010 Pumping Equipment 75,000
940.020 Storage Facilities .................................................... 15.666
040.030 Separation Equip. e R 36.000
00040 Trucking & Constrtction Costs 75,000
TOTAL TANGIBLE EQUIPMENT COSTS [ 19,000] 290,000|

TOTAL COSTS oo mesereeeessessemsesesmsesees s eessesesremsrer l 287,700] 655,700]

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS

FROM T/?E OPERQTOR'S WAREHQUSE STOCK AT THE RATES STATED ABOVE.

BY

form AL RD

Prepared =, Operations

By Approval

/ /WNER SHARE
YATES PETR@fEﬁM CORPORATION [37.500000% ]
by e LAl DATE
AT y 2
.MBMORATTON [ 24.443924% ]
BY NATE
Y ATIS. EMPLOSPLS 187, Jtd. YATES PETROLEUM CORP. | |  ,033034% |
7 BEFORE EXAMINER CATANACH

BY A///7/7 ///U{W, NMOCD CASE NO. 11310/11311
- B MPANY DATE: 10/05/95 - g
NEARLORG LX@RMI/JN Co EXHIBIT No. Qo [[37.500000 }

(IR 1)



BOYD X STATE COM #10
SEC. 16-19S8-25E
Eddy County, New Mexico

ERNIE BELLO

By:

DATE

FRANCES B. BUNN

By: '£'§Qll£ﬁ! BB“““ >

DATE

J.W. GENDRON

By:

DATE

DAVID GOODNOW

By:

DATE

JOSEPH R. HODGE

By:

DATE

SANFORD J. HODGE, Il

By:

DATE

£.G. HOLDEN TESTAMENTA Y TRUST

By:

DATE

JISAAC A. KAWASAKI
By L

BETSY H. KELLER

By:

DATE

CHARLES CLINE MOORE

By:

DATE

BROWN BROTHERS HARRIMAN TRUST SUCC.
TRUSTEE OF THE AGNES CLUTHE

BY

DATE

BROWN BROTHERS HARRIMAN TRUST SUCC.
TRUSTEE OF THE WILLIAM B. OLIVER TRUST
By:

DATE

ADOLPH P. SCHUMAN

By:

DATE

SPACE BUILDING CORP.

By:

DATE

J. FREDERICK VAN VRANKEN

By:

DATE

AFE #95-181-0
DATE: 5/8/95
Page 2

45

SHARE
0.033034%

0.033034%

0.049552%

0.033034%

0.005506%

0.005506%

0.016517%

0.033034%

0.016517%

0.082586%

0.033034%

0.033034%

b

W

0.03

34%

0.082586%

0.033034%



BOYD X STATE COM #10
SEC. 16-19S-25E
Eddy County, New Mexico

ERNIE BELLO

By: DATE

FRANCES B. BUNN

By: DATE

J.W. GENDRON

By: DATE

DAVID GOODNOW

By: DATE

JOSEPH R. HODGE

By: , DATE

SANFORD J. HODGE, 1l

By: ' DATE

E.G. HOLDEN TESTAMENTARY TRUST

By: DATE

ISAAC A. KAWASAKI

By: DATE

BETSY H. KELLER

By: DATE

CHARLES CLINE MOORE

By: DATE

BROWN BROTHERS HARRIMAN TRUST SUCC. ) .
TRUSTEE OF THE AGNES CLUTHE &/ ER TRUS T

av A 7////%’/4 DATE

BROWN BROTHERS HARRIMAN TRUST SUCC.
TRUSTEE OF THE WILLIAM B. OLIVER TRUST
By: DATE

ADOLPH P. SCHUMAN

By: DATE

SPACE BUILDING CGRP.

By: DATE

J. FREDERICK VAN VRANKEN

Ply: DATE

AFE #95-181-0
DATE: 5/8/95
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SHARE
0.033034%

0.033034%

0.049552%

0.033034%

0.005506%

0.005506%

0.016517%

0.033034%

0.016517%

0.082586%

0.033034%

5{5/5?5’

0.033034%

0.033034%

0.082586%

0.033034%



BOYD X STATE COM #19 i
SEC. 16-19S-25E ;
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES B. BUNN

By:

J.W. GENDRON

By:

DAVID GOODNOW }
|
|

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, Il

By:

E.G. HOLDEN TESTAMENTARY TRUST

1
!
+
|
|
\
|
|
|
|
|

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

BROWN BROTHERS HARRIMAN TRUST JUCC.

TRUSTEE OF THE AGNES CHHTHE

BROWN BROTHERS HARRIMAN TRUST SUCC.
TRUSTEE OF TH}E,V»%M . OLIVER TRUST
yd

Bv: O DA

o

g

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORP.

By:

J. FREDERICK VAN VRANKEF! i

s

\“ny:

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

AFE #95-181-0
DATE: 5/8/95
Page 2

SHARE
0.033034%

0.033034%

0.049552%

0.033034%

0.005506%

0.005506%

0.016517%

0.033034%

0.016517%

0.082586%

0.033034%

0.033034%

':52‘5"/5 290

0.033034%

0.082586%

0.033034%



BOYD X STATE COM #10
SEC. 16-19S8-25E
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES B. BUNN

By:

J.W. GENDRON

By: !

DAVID GOODNOW |

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, Il

By:

E.G. HOLDEN TESTAMENTARY TRUST |

By: |

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

il

|
BROWN BROTHERS HARRIMAN TRUST $UCC.

TRUSTEE OF THE AGNES CLUTHE |

BY

T
|

BROWN BROTHERS HARRIMAN TRUST SUCC.

TRUSTEE OF THE WILLIAM B. OLIVER TF;kUST
By: ‘

I
|
|
|
!
|
i

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORP. - |

rar R A A A
By: i*‘ﬁlf’"‘/f L e

.. FREDERICK VAN VRAMIEL.

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

AFE #95-181-0
DATE: 5/8/95
Page 2

SHARE
0.033034%

0.033034%

0.049552%

0.033034%

0.005506%

0.005506%

0.016517%

0.033034%

0.016517%

0.082586%

0.033034%

0.033034%

0.033034%

0.082586%

0.033034%



]

STATE OF NEW MEXICO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF YATES PETROLEUM CORPO
COMPULSORY POOLING,
NEW MEXICO

STATE OF NEW MEXICO )

COUNTY OF EDDY )

KANDY T. HALDEMAN,
states that on Thursday,

EDDY%COUNTY,

|
|
|
ss,

TION FOR

CASE NO. 11310

AFFIDAVIT

being first duly sworn upon her oath,
August 17, 1995, the United States Post

Office at Artesia, New Mexico contacted her and advised that it had

been informed by the Uni
California, of the sta
Certified Mail No. Z 153
captioned case. The San
Schuman, a party named on
and Compliance with Rule
Petroleum Corporation, d
having signed for it on
evidently was lost during

Further, Affiant saj

ted States Post Office at San Francisco,
tus” of Losee, Carson, Haas & Carroll
498 351 providing notice in the above-
Francisco Post Office advised that Adolph
Exhibit "A" to the Certificate of Mailing
1207 filed on behalf of Applicant Yates

id receive Certified Mail Z 153 498 351,

May 24, 1995. The return receipt card

y return.

yeth naught.

Kand ldeman

boos
SUBSCRIBED AND SWOR* TO before me this August 22, 1995.

My commission expires:

b-29-99

|
|
|
i
l

uk

BEFORE
NMOCD
DATE:
EXHIBIT

10/05

Notary Public °

TES PETROLEUM CORP.
XAMINER CATANACH
SE NO. 11310/11311
/95

—A

NO.



®-4183 ® 4167

—4116 —4146

® 4158 ®-4192

Yates Petroleum Corporation

YATES PETROLEUM CORP. STRUCTURE MAP
BEFORE EXAMINER CATANACH
NMOCD CASE NO. 11310/11311 TOP OF CANYON DOLOMITE
DATE: 10/05/95 _ BOYD "X" STATE COM #10
EXHIBIT NO. L2

Gea: Brent May 9/18/95

Scale 1:24000. ddboydst.gpf
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Yates Petroleum Corporation
YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH NET ISOPACH
NMOCD CASE NO. 11310/11311 CANYON DOLOMITE
DATE: 10/05/95 ,,3 i
Gea: Brent May 9/18/35
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