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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-It* Fax Note 7671 (0% o/, S5 loeges® /
Artesia, New Mexico 88210 YO P pieley FAK 1O — FrOM onloe. D tcehVorm—
Co./Dapl. [/ pilen (2o Co. Z{ & (217400 s
RE: BO_Yd X State Com #9 Phane # Phana #@/f) 493 7200
Section 16-195-25E — T
Eddy County, New Mexico (s05) 7¢8- 4570 (78) 490~ 7711

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 16-198-25E.
This well will be the first well drilled in the SE/4 of Section 16-19S-25E.

It 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 attorney’s transmittal letter to the NMOCD
advising them of our agreement and change in location.

Respectiully yours,

B

Leslie J. Naughton
Senior Landman

LIN/Ls

ACCEPTED AND AGREED TO THIS 17th DAY OF August 1995

YATES PETROLEUM CORP.

. BEFORE EXAMINER CATANACH
CAWORD\83LINO3 ) NMOCD CASE NO. 11310/11311

DATE: 10/05/95

EXHIBIT NO. l‘_‘[

1000 Kensington Tower [+ 7130 South Lewis (74136) + P.O. Bux 702500 « Tutsa, Oklahoma 74170-2500 « (918) 493-7700 « FAX (918) 493-7711



MARTIN YATES, Ill
912 - 1985

FRANK W. YATES
193€ - * 986

TES

 PETROLEUM
CORPORATION

S. P. YATES
CHAIRMAN OF THE BOARD
JOHN A. YATES
PRESIDENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSCN
SECRETARY

DENNIS G. KINSEY
TREASURER

105 SOUTH FOURTH STREET

ARTESIA, NEWMEXIC0O88210

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
8,400' 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
,;?,‘abpg( })‘l,c“K»' “/w’/ ~

Janet Richardson
Landman

JR/dep

Enc.
YATES PETROLEUM CORP.
BEFORE EXAMINER CATANACH
NMOCD CASE No. 11310/11311
DATE: 10/05/955

EXHIBIT NO. __ |9
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250 Cape Highway [J Registered O Insured o m-8.2s m 8 g e ~
- .p: — A M . o ¢|=2 \ '
Route 44 . [G-Cortified O coo & nm k= m =8k | Pz REHIS %/ ,,
o - . f N w~ C 2 ” 3 $215 % .
East Taunton, MA 02718 <. O Express Mail [ Return Receipt for 3 R g [ |2a(gg] . |
' RS Merchandise - ool 3 N & - b |
- (=} ~N xOzaov Lo = e 2} > $ 2:128]e 8 /1 '
7. Umﬂm\o* Om__<wﬂ< .- p0 £l |2 . § Ei 53 mm S 2 [ \
A ] g EE: B LN R A ] I NN
- by T N =S s 1% B Y Y B 3
5. Signajure (Addressee) 8. Addressee’s Address {Only if requested x b 53 nm W M w,, .w m m w mm £ e m 3 m % |
and fee is paid) S Bldatb (£ [ (8 [& |2c(28]es]s
’ ° WmJ C 4= -
o ‘ 2 , - a0 22 0561 LoiEW * i S
6+Sighature tAgent < / %\ \% Qlw. A_O_ nm 3 e661 HSIEWN "008¢E 74 Sd

PS Form 3811, December 1991 TwUS. GPO: 1993—352-714 DOMESTIC RETURN RECEIPT
\



~.
2 SENDER: . .
”m * Complete items 1 and/or 2 for additional services. ! m_.mo S:m:. to receive the
o * Complete items 3, and 4a & b. ¢ s following services (for an extra b -
@« Print your name and address on the reverse of this form so that we can fee): <
QD return this card to you. , nN..
W e Attach this form to the front of the mailpiece, or on the back if space 1. [ Addressee’s Address & o= -
*~ does not permit. - ]
.m * Write ""Return Receipt Requested’’ on the mailpiece cm_os\. the article number. 2. [ Restricted Delivery K=3 ,m =
*2 « The Return Receipl will show to whom the article was delivered and the date W F8r
m delivered. Consult postmaster for fee. @ O £
o 3. Article Addressed to: \\.. ] 4a, MM Number nM n_.m_ 0%
3 . , Z0T-025-287  § £t
g A - -— — A
@ : - =] =5 o e T
2 . 4 - . U > ¢
m. David Gogdnow , 4b. Service Type 2 N =5 3E 5 -
S 236 Riggefield Road [ Registered U Insured - ;n L 283 24 5,
Q . i H
v Wiltgfi, Ct. 06897 ertified Jcop c - w oy w| K = £
. R 7] m Q.= ¢33 & =4 Tles
% ~J] Express Mail [ Return Receipt for 3 == 52 50 & g og o<
' g o o =1 @ [ R
= ) o0 Merchandise 5 e Cnnmet,a. G o |&€ 23813y
Q o * 7. Date of Delivery - OO, .8 8O |z g 1> 1eetes e
g COSMRT  PH/os 2 ~ COSSBEEIS | BRI FRE
> 3 o o 2 A sal2]s 53
M 5. Signature (Addressee) 8. Addressee’s Address (Only if requested x d L] z “ & 0z jic|eelé |z
= and fee is paid) g ww kam g (2 1% |8 |2 |2 c2le=lzg|E
V) e e - = = b = 25 1ag 12
& . £ w BisiE o j3 IS |3 |3 [83]35]E|B
o] 6. Signature >§ \% LR 1B o < ] a | |ef2laoirs .
5 h.m & L yodepy ¢ oo
5 /. ez 4 538 £66 008¢<
w. PS Form 1, December 1991  #U.S. GPO: 1893—352-714 QO_Smm._._O RETURN RECEIPT
~.
¢ SENDER: . . o L
..W * Complete items 1 and/or 2 for additional services. ¢ ~ ! mﬁo <<_w:. to receive the .
o ° Complete items 3, and 4a & b. following services {for an extra 8 ‘
® e Print your name and address on the reverse of this form so that we can fee): M 2 =
@ return this card to you. , b oS
pV. e Attach this form to the front of the mailpiece, or on the back if space 1. U Addressee’s Address b - s
- does not permit. ) ) 2 0 Sc m o
.nnu * Write “‘Return Receipt Requested’’ on the mailpiece cm_os\, the article number. 2. D Restricted Delivery £ oy > .m uw m
+ e The Raturn Receipt will show to whom the article was delivered and the date 3 A 2l
£ delivered Consult postmaster for fee. k: - - O C | B - @
<) 3 I =55 B B
- 3. Article Addressed to: 4a. Article Number \&MN. c o W 2 c m > 5 % - /
] — - = . - = € K
£ . : N\%%w:@mu\ 3 o= Os | g8 |§ £a
B Brown Bros. Harriman Trust Succ 4b. Service Type K m =g est 5 t |z RE
£ Trust of the Wm. B. Oliver Trust [J Registered [ Insured o w Qs 88 SIE g mwmm X oo |53 SR
ifi .= < 158 e~ » [£2]Ew .-
o 4900 Trammell Crow Center (3 Certified CJcop £ L-8¢es Sl B 4 . 12 1EE2y o
@ 2001 Ross Avenue [J express Mail  [J @_wwoﬂmummwg for 3 N M m.w 288| 4 2 mwA d O O CE R ) PR R
o« - . o MRS ER Rl 51 L E- N
a Dallas, Texas 75201-2996 7. Date of Om__<o2>Cm 3 H ﬂwww = Noager | AR S:8F 13 s S lgelss I N
= - 3 R PO O A O T ] b i
, X i “ 2 o g ccic I
> oy = m = < e} = R R R B
7 : wi =0 X o = & 2> 125 o
m 5. Signature (Addressee) 8. >Q%mmmmnm s &n“namm (Only if requested x 15 wm m S ,mm mya 518 18 |zelEales]e )
and fee is pai g
= Aoy 2 £661 uoiey ‘QOBE Wit nid
. Signature ia p @ ) § L

PS Form 3811, December 1991  =US.GPO: 1993352714  DOMESTIC RETURN RECEIPT

Is your



isyour RETURN ADDRESS completed on the reverse side?

SENDER:

* Complete items 1 and/or 2 for additional services.
¢ Complete items 3, and 4a & b.

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

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

does not permit.

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

delivered.

: * | also wish to receive the

following services (for an extra
fee}):

1. O Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

Brown Brothers Harriman Trust, Succ.
Trustee of the Agnes Cluthe Oliver Trust
4900 Trammell Crow Center

2001 Ross Avenue

Dallas, Texas 75201-2996

4a. Artjicle Number
Zp83-H27 -5
4b. Service Type
J Registered

G-Certified

] Express Mail

U insured

3 cop

[T] Return Receipt for
Merchandise

AUG 3 1 1895

7. Date of Delivery

5. Signature (Addressee)

8. Addressee’s Address (Only if requested

. \:5 A
6. m@:%ﬁﬁp\/\

N

Thank you for using Return Receipt Service.

and fee is paid) ~
lo4 e

PS Form 38711, December 1991

#U.5.GPO: 1803352714 HOMESTIC RETURN RECEIPT

Is your RETURN ADDRESS completed on the reverse side?

SENDER:

* Complete items 1 and/ar 2 for additional services. 1
¢ Complete items 3, and 4a & b.

* 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.

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

delivered.

o
also wish to receive the

following services (for an extra
fee):
1. [ Addressee’s Address

2. [ Restricted Delivery
Consuit postmaster for fee.

3. Article Addressed to:

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

RN e

4b. Service Type
! (J Registered

gzoa
Oe Mail [ Return Receipt for
xpress _ Z_m-ozm:&mm

7. O% D.m__kmﬂgu

O Insured
(1 cop

——ar P

5. Signature (Addressee)

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

1

Thank you for using Return Receipt Service.

Do #

PS Form 381T, December 1991

#US.GPO: 1893—352714  DOMESTIC RETURN RECEIPT

f

Z L83 523 284

Receipt for

Z E&3 523 28b

Receipt for

Certified Mail

Certified Mail

It

No Insurance Coverage Provided
Do not use for International Mail

(See Reverse)

|

No Insurance Coverage Provided
Do not use for International Mail

(See Reverse)

™

UMITED STATES

UMITED STATES

POSTAL SERVICE

POSTAL SERVICE
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?

2 SENDER: . ) .
W * Complete items 1 and/orz2 for additional services. ! m_.mo wish t0 receive the i
o * Complete items 3, and 42 & b. ) following services (for an extra w
@ e Print your name and address on the reverse of this form so that we can fee): 5
® return this card to you. : , 5 o=
w « Attach this form to the front of the mailpiece, or on the back if space 1. [ Addressee’s Address » 2 Wa
N does not permit. = 2
2 . write “Return mm.nm_u”. Requested’’ on the mailpiece cm_oi the article number | 2. [ Restricted Delivery, 2 M o M
“ o The Return Receipt will show to whom the article was delivered and the date | b a g
5 defivered. - Consult postmaster for fee. o H %
o 3. Article Addressed to: j o - S c
8 £ m R » »
3 =
2 , . % u g5, ) :
£ Adolph P. Schuman mv Service Type - & e el = 5,
H Q I L~ d £ a
S 2701 16th Street Registered 0 Insured > nBosesl [S e
. - c L= 0355 ’ A
» Francisco, Ca. SR [d-esriified coo . ‘B QD EZLR2 m < |3 . |28]23
@ - [J Express Mail [ Return Receipt for 3 o e ierx 5409 . 1¥ 153(5%
o« Merchandise 5 LR T R s d . e & 15 l22)ee @
O , « 7. Date of Delivery - NEOZo28 3 85 > (2 2228 ]. R
a — - CRZ =S 2 |z |28(281g (.
< e — ) =95 3 TR I R e
> ’ i [ o = 2 |£efjL£B]< &
M 5. Signature {Addressee) 8. Addressee's Address (Only if requested oS R TS O - O - ) Y
and fee is paid) c e i o 12 [ |2 {3 l3=|3&l28)z2
oo [} wm UA,,/O 1 ) T a » T |xafo o]
[ o 52 m -8 a 9 v o S loair-eala
W - o ~
el 6. Signature {Agent) - N ©» €661 Uosew -oowm Wwiod Sd |
5 1279 AV |
> PS Form 3811, December 1991  #U.S. GPO: 1983352714 U@gmmq_o RETURN RECEIPT !
% CENDELS ’ T
5 wE i I . ) .
‘% * Compiete items 1 and/or 2 for additional services. I also wish to receive the
@ * Complete items 3, and 42 & b. following services (for an extra @
& Print your name and address on the reverse of this form so that we can fee): £ o=
W return this card to you. : 2 .m“v W
& * Attach this form to the front of the mailpiece, or on the back if space 1. O Addressee’s Address & = -
nrv does not permit. - =8 o ]
* Write ‘'Return Receipt Requested’’ on the mailpiece below the article number | ; i Q g8} a s
£ ; R °
*4 = The Return Receipl will show ta wham the article was delivered and the date 2. [ Restricted Delivery 1 %a s
m delivered. Consult postmaster for fee. $ m — ©C
3 3. Article Addressed to: 4a. Artigie Number o« R ® e 73 o
g _(57-023-Y & §25% | 5 :
2 Joseph R. Hodge TP z m * 5323 Flm 5
3 - Service Type . 2 - C, 2 Olo 5
] Nooo. Northwood Road ] Registered [ Insured M-m m...mun g 33 Ml e . 2le3 ,
o Austin, Texas 78703 O coo g QL s g™ |§ s |22)es N
. . . ‘» e C oo Stw |© £ l3s|z-
] - U] Express Mail [ Return Receipt for ] N oo oo %Lm 3 AN ES 2% |82 m o .
= . : Merchandise 5 RCNDS....M 3 |e > |8 [28122]. |8 S
w 7. Date of Delivery - wo ¥ OE s s |2 18 (851888 |5 o
T 3 R O R S T R P 51 F R S
. — > Y O O O O O I ES S P
m 5. Signature {Addressee) 8. Addressee’s Address (Only if requested ¢ wm mm% 2 lo m : 18 |5 |23|:2¢% 23 2 )
= 7 \ \ and fee is paid) £ ) ol OO O S R O S D B '
o . o
“n._ 6. $ re {Agent) / ..m €661 WeN fooee W o-
W Ml..._l \ \ - \%
M. PS Fgfm 381 ,_%ic«mq 1991  #us.apo:1993—352714  DIOMESTIC RETURN RECEIPT



?

SENDER: - *

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

e Complete items 3, and 4a & b.

e 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 un the back if space
does not permit.

« Write “‘Return Receipt Requested’’ on the mailpiece below the article number.
« The Return Receipt will show to whom the article was delivered and the date
€ delivered.

the reverse side

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

1. [ Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

o

w 3. Article Addressed to:

A" 577~

27

Isaac A. Kawasaki
734 Kalanipuu
Honolulu, Hawaii 96825

3

7. Date of Delivery

4b. Service Type
M\M\Vm_mﬁmaa
ertified

{1 express Mail

(J insured

O cop

{7 Return Receipt for
— Merchandise

Vs
m.\%m:mv&‘ (Addressee I
]

6. Signature {Agent)

8. Addressee’s Address (Only if requested
d fee is pai

780

Thank you for using Return Receipt Service.

PS Form 3811, December 19971  #U.S. GPO: 1983—352-714

Is your RETURN ADDRESS complete

ot

OMESTIC RETURN RECEIPT

SENDERX -

e« Somplete items 1 and/or 2 fpr additioral services.

e Complete items 3, and 4a & b.

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

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

« Write “’Return Receipt Requested’’ on the mailpiece below the article number,|
« The Return Receipt will show ta whom the article was delivered and the date
detivered.

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

1. [ Addressee's Address

2. (O Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

4a. Article Number

L~ I=-52T -8

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

4b. Service Type
O Imm.mﬁmaa.,\

@\nm\azma

(] Express Mail

O Insured

{1 cop

[] Return Receipt for
Merchandise

7. Date

of Delivery

9-)-1+

5. Signgture {Addresses)

~i:TURN ADDRESS completed on the reverse side?

6. Signature (Agent)

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

274,

7o

Thank you for using Return Receipt Service.

g v

PS Form 38171, December 1991  #U.S. GPO: 1993—352-714

DOMESTIC RETURN RECEIPT

Z k83 523 291

Receipt for

Z L&3 523 2482

Certified Mail

Receipt for
- Certified Mail

No Insurance Coverage Provided

™

™

No Insurance Coverage Provided
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UNIT PETROLEUM COMPANY

A Subsidiary of Unit Corporation

September 25, 1995 i

Janet Richardson

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

RE: Boyd X State Com #10
SE/4 Section 16-1958-25E
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 4V

Leslie J. Naughton
Senior Landman

LIN/1s

Enclosures

YATES PETROLEUM CORP.
_ BEFORE EXAMINER CATANACH
CA\WORD\94LJNO2 NMOCD CASE NO. 11310/11311
DATE: 10/05/95
EXHIBIT NO. }

1000 Kensigton Tower 1« 7130 South Levas (74136) « P.O. Box 702500 « Tulsa, Oklahoma 74170-2500 « (918) 493-7700 » FAX (918) 493-7711



//;77‘““'"'"- S AFE NO. 95-181-0
/ATES AUTHORITY FOR EXPENDITURE AFEDATE | 5misj|
/ EEESE%E¥PDN NEW DRILLING & RECOMPLETION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X iNew Drilling X {0il X {Development Original
ARTESIA NEWMEXICO88210 [ Recompletion Gas Exploratory - Revised
TrLFPHONE (505) 748-1471 Injector - Final —
Boyd X State Com. #10 PROJ'D DEPTH 8400'
Eddy STATE New Mexico
660" FSL & 1980' FEL LOCATION Sec. 16-19S-25E
ful N. Dagger Draw HORIZON Canyon
SN CODE 100 DIVISION NAME Oil & Gas Division
SISTRICT CODE DISTRICT NAME i
CRANITHE TODE BRANCH NAME
s |
HTANGIELE DRILLING COSTS: DRY HOLE COMP'D WELL
%520-120 Staking, Permit & Legai Fees 500 500
o e Location, RIghtofWay 15860 75300
e 1ot Crifing, Footage 8405"'@"53;”1"6'/‘& ............................................................................................. 132500 12,506
e Drilling. Daywork . days@$4500/day ................................................................................. 55606 53500
o at Drilling Water, S R 15.000 15600
020-750 Drilling Mud & Additives o 12,000 12,000
520-450 Mud Logging Unit, Sample Bags 5,500 5,500
420-770 Cementing - Surface Casing 18,000 18,000
520-180 Drill Stem Testing, OHT 10,000 10,000
920-140 Electric Logs & Tape Copies 13,400 13,400
520-200 Tools & Equip. Rntl., Trkg. & Welding 6,300 6,300
o Supervision & Overhead T =550 7560
MO0 Comingengy e
G20.000 Coring, Tools & Service
oo Bits, Tool & Supplies e 550 355
s Comenting - Production Casimg 357060
01 Completion Unit - Swabbing e 7830
a0 Water for Completion T 1700
420-440 Mud & Additives for Completion 600
120-440 Cementing - Completon
526-450 Elec. Logs, Testing, Etc - Comp'i‘e“iiar'{ T 4,000
o0 Tools & Equip. Rental, £ic - Completion 5060
V04T Stimulation for Completion e 30,000
o Supervision & OfH - Gompletion """ 540
et Adtiional LOC Charges - Complafion """ 3360
I Bits. Tools & Supplics - Complation N 3350
£20-570 Contingency for COMPIENON oo 4,500
TOTAL INTANGIBLE DRILLING COSTS [ zeszo] 3e5.700]
MNGIBLE EGUIPMENT COSTS:
520-010 Christmas Tree & Wellhead 2,200 15,700
033-020 Casing 16,800 16,800
80,000
320-030 Tubing 21,500
130-040 Packer & Special EQUPMENt 1 e 15,000
2a0-010 Pumping Equipment 75,000
Ceon Storage Faciities |~ 1£.000
o Separation Equip. L 36,000
Trucking & Construction Costs 75,000
TOTAL TANGIBLE EQUIPMENT COSTS { 19,000] 290,000]

287,700  685700]

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

FROM L?E OPERQTOR‘S WAREHOUSE STOCK AT THE RATES STATED ABOVE.

= Operations
Approval
SHARE
[37.500000% |
DATE
[ 24.443924% ]
DATE  242/65
| [ __.033034% ]
. DAE N
N B - [ 37.500000% - ]

tore ALE S e b



BOYD X STATE COM #10
SEC. 16-198-25E
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, 11

By:

E.G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

BROWN 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%

0.033034%

0.005506%

0.005506%

0.016517%

0.033034%

0.016517%

0.082586%

0.033034%

0.033034%

0.033034%

0.082586%

0.033034%
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ﬁé%é UNIT PETROLEUM COMPANY UDE00004 . DO
5‘3 b { i ! A Subsidiary of Unit Corperation
% o B WELL INFORMATION REQUIREMENTS
/7 /
£§§§§§ééy TO: Yates Petroleum Company Re: Boyd X State Com #10
“ 105 South Fourth Street SE/4 Section 16-19S-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. O. 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
Daily mud logs
Final mud logs
Electrical and/or radiation log field prints
Electrical and/or radiation log final prints
Drillers logs
Geological reports, sample logs .

Well completion reports

[y — p— — (§S) ) [N —_— Y— — ey —

Plugging reports
In addition Unit requests the following:

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

24 hour prior notice to dallstem 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 PETROLEUM COMPANY
%" Title VIOE - P&ES\DQ&}

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-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-T19S-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 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, lll 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 0.033034% 0.033034%
Space Building Corp. 0.082586% 0.082586%
J. Frederick Van Vranken 0.033034% 0.033034%

Totals: 100.000000% 62.158646% 37.841354%

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

EXHIBIT NO. l




OPERATOR

BOYD X STATE COM #10

OPERATING AGREEMENT

DATED
_sugust 25, 19 95 ,

VATES PETROLEUM CORPORATICN

CONTRACT AREA ___

Township 19 South, Range 25 Fast, MNMEM

section 16: SE/4

Containing 160.00 acres, more or less

COUNTY OR PARISH OFpacy 00

New Mexico

STATE OF

— ALL RIGHTS RESERVED
C'ATION OF PETROLEUM LANDMEN

S ED FORM AAPL NO. 610 - 1977 REVISED
A B CREDIRED DIRECTLY FROM THE PUBLISHER
LEATTEILT PRODULTS, BOX 800, TULSA 74100

YATES PETROLEUM CORP.
BEFOFE EXAMINER CATANACH
NMOCI} CASE NO. 11310/11311
DATE: 10/05/95
EXHIEIT NO.
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OPERATING AGREEMENT

THIS AGREEMEXNT, entered into by and between YATES PETRCLEUM i“ORPORATION;‘ a_New
Mexico corporation, 105 S, dth St,, Artesia,. NM 88210 , hereinafter designated and
referred to as "“Operator”, and the signatory party or parties other than Operstor, sometimes hereinafter
referred to individually herein as “Non-Operator”, and collectively as “Non-Cperators”,

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas in-
terests in the land identified in 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 argi gas to the extent and
as hereinafter provided:

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

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

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

B. The terms ‘“oil and gasz lease”, “lease” and “leasehold” shall mean the o0il and gas leases cov-
2ring tracts of land lying within the Contract Area which are owned by the parties to this agreement.

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

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

E. The term “drilling unit” shall mean the area fixed for the drilling of on2 well by order or rule
of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order,
a drilling unit shall be the drilling unit as established by the pattern of drilling in the Contract Area
s oas fixed by express agreement of the Drilling Parties.

F. The term “‘drillsi*e” shall mean the oil and gas lease or interest on which a proposed well is to
me located. '

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

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

no* to participate in a proposed operation.

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

ARTICLE .
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a
part hereof:
% A. Exhibit “A”, shall include the following information:
(1) Identification of lands subject to agreement,
(2) Restrictions, if any, as to depths or formations,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreemert,
(5) Addresses of parties for notice purposes.
T B. Exhibit “B”, Form of Lease,
Exhibit “C”, Accounting Procedure.
. Exhibit “D", Insurance.
Exhibit “E"”, Gas Balancing Agrecment,
Exhibit “F”, Non-Dicerimination and Certification of Non-Segregated Iacilitics.

A 3
SRS NI e

If any provision of any cxbibil, except Exhibit “E”, is inconsistent with any provision contained
r. the hody of this agreemen’, the provisicns in the body of this agreement shall nrewail
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ARTICLE IIL
INTERESTS OF PARTIES

A. O0il and Gas Interests:

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

-

B. Interest of Parties in Costs and Production: %

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

ARTICLE IV.
TITLES

A, Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling operations or, if *he Drilling Parties so request, title examination shall e made on the leases
and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
Tre opinion will include the ownership of the working interest, minerals, royally, overriding royalty
and production payments under the applicable leases. At the time a well is proposed, each party con-
sributing leases and/cr oil and gas interests to the drillsite, or to be included in such drilling unit, shall
fornish to Ogerator all abstracts (inciuding Federal Lease Status Regports), title opinions, title papers
ar.d curative material in its posscssion free of charge. All such information not in the possession of or
~uade available to Opera*or by the parties, but necessary for the examination of title, shall be obtained
o Operator. Operator shall couse title to be examined by attorneys on its staff or by outside attorneys.
Cepies of all title opinions shail be furnished to each party hereto. The cost incirred by Operator in
this title program shall be borne as follows:

—_— ~ . - . o~ : N . 1 ¢ . ok A eabadl a 41 L
Lt ron—srs— atadoerned By Dp\,‘LLtrrA R RO C T T S A S I A e L A A Y O b A e A R B SR O Y \""‘1"

preliminary, bupplenﬂewtal shut-in gas royalty opinions and divisiope-ssder—tITIE Opinions) shall be a
: n EXhlblt “C,” and shall not be a direct charge, whether

part of the administratjyv

o IS e, + <
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77 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys
for title examination (including preliminary, supplemental, shut-in gas royalty cpinions and division
order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.
Opcrator shall make no charge for services rendered by its staff attorneys or other personnel in the

serformance of the above functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements
required in connection with leases or oil and gas interests contributed by such party. The Operator shall be
responsible for the preparation and recording of Pooling Designations or Declarations as well as the
cenduct of hearings before Govw @-m'nrmul Agencies for the securing of spacing or pooling ordeﬁg* This

bk

o appearing on its own behalf at any such hearing. e
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~No well shali be drilizd

a6 heen examined as aLove prov

Ctle han been aceepled Lvoali o0 the partics who are to participate in the drilling of the well,
i1, Loss of Title: /@ *
/-\"/i
P T
Fanlure of Title: Shonkd any oil and gas interest or lease, or interest therein,: be flost],',through
vodure of title, which lozs results inoa rwdm o of interest from that shown on Exhihit ‘iA" tfits agrec-
cnt neverthielesss cshall conceane G Toree as to all remaining o1l and gas leases and. mt a?}%cfn
“ i friveat tg |Irm|/ m LISTENTI O
() The party whose ol el pas Jease or interest is affected by the title failure, shallu(bcarualone

cutive Joes and 1t chatl net Leoentitled to recover from Operator or the other part1e> any:develbpment
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or operating costs wrich it may have theretofore paid, but there shall be no monetary liability on iis
part to the otner 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 -evenues received from the
operation of the interest which has been lost, but the interests of the parties shall be revised on an acre-
age basis, as of the time it is determined finally that title failure has occurred, so that the interest of
the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost; and

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

and %

{d) Should any person rot 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 o0il 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, throuzh mistake or oversight,
any rental, shut-in well payment, minimum royalty or royalty payment, is not paid or is erroneously
naid, 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 mak> the required payment
ecures a new lease covering the same interest within ninety (90) days from the discovery of the fail-
are to make proper paymert, which acguisition will not be subject to Article VIIL.B., the interests of
the parties shall be revised cn 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 crecited 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 male the required payment shall not have been fully reimbursed, at the time of
the Joss, from the proceeds of the sale of oil and gas attributable to the lost interest, calculated on an
acreage basis, for the development and coperating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but nat for its share of the
cest of any dry hole previousiy drillea or wells previously abandoned) from so much of the following

zs is necessary to effect reimbursement:

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

(b) Proceeds, less ope g expenses, thereafter accrued attributable to th2 lost interest on an
acreage basis, of that portion ci cil and gas thereafter produced and marketed i‘excluding production
from anv wells thereafer drifled) which, in the absence of such lease termination, would be attributable
1o the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
vortion of the oil and gzs o be contribu‘ed by the other parties in proportion t3 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
rest lost, for the privilege of participating in the Contract Area or be-

hecomes, the owner of
coming a party to this agreement.

3. Other Losses: 1, other than those set forth in Articles IV.B.1. and IV.B.2.
scve, shall not be consideres itle but shall be joint losses and shall be borne by all parties
i oproportion to their interestn. There 3A1a11 b2 no readjustment of interests in the remaining portion of

A

‘e Contract Area

ARTICLE V.,
OPERATOR

A, DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

. BRI e
s rourth Street, Artesia, NM 83210

sperator of the Contract Arca, ond conduct and direct and have full control of all oper
“he Contract Area as permitted o :‘equired by, and within the limits of, this agreener;%]’ﬂ@'

octoall such onerations inoa gc b and workme mm ¢ manner, but it shall have no liabi J.tq ,
“y the other partios for losses sustained or labilities incurred, except such as may rés& 1? 'K
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B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation c¢r Removal of Operator: Operator may resign at any time by giving written notice
thereof to Non-Opcrators. 17 Operator terminates its legal existence, no longer owns an interest in the
Contract Area, or 1s ng ! °r capable of serving as Operator, it shall cease to be Operator without any
action by Non-Ogperator, axcept the selection of a successor. Operator may o2e removed if it fails or
refuses to carry out its autics pereunder, or becomes insoivent, barkrupt or is placed in receivership,
t»0 (2) or more Non-Operators owning a majority interest based on owner-

by the affirmative vole

ship as shown ecn Exhibit “A” and not on the number of parties remaining zfter excluding the voting
interest of Operator. Such resignstio* or removal shall not become effective until 7:00 o’clock A.M.
on the first day of the calendar month f{ollowing the expiration of ninety (90} days after the giving of

notice of resignation b Operater or action by the Non-Operators to remove Ope_ra{or, unless a successor
Operator has been selected and assumes the duties of Operator at an earlier dase™ Operator, after effect-
ive date of resignation or removal, shall be bound by the terms hereof as a Ncn-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 ¢f Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Cperator, a successor Op-
erator shall he 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 removerd.

C. Employees:

The number of employces 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,
«anid all such employees shall ke the emplovees of Operator. :

D. Drilling Contracts:

All wells drilled on *he Contract Area chall be drilled on a competitive cortract basis at the usual
rates prevalling in the area. If it so desires, Operator may employ its own tools and equipment in the
therefor shall not exceed the prevailing rates in the area and the rate
ced upon by ‘he parties in writing before drilling operations are com-
e performed by Operator under the same terms and conditions as are
rea in contracts of independent contractors who are doing work of a sim-

o]
crilling of wells, but its char
Dol

charges shall be a;
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ced, and such
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LiT rature.

ARTICLE VI
DRILLING AND DEVELOPMENT

A Initial Well:
January 26

eyoof o7, 19, Operator sha.l commence the drill-
19 scuth, Raage 25 East, NMPM

the following lecationipaynship
Section 16: SE/4

Eddy County, New Mexico
660! Fsl and 1,980" FEL

e driding of the well with due diligerce to a deoth of 8,400"

A
:a«;
12 substance or condition in the hole, which I‘enae

1 lesser depth, or unless all parties agree to compiéte or
stk r N
boLal. »l.

A "*\’

chall maxe coiousebie terts of all formations encountered during drilling which | e -
o quantitles sufficient to test, uniess this agreement shall bt ited
©aoits application cormavion or formations, in which event Cperator shall berrér r;ed to
ERN
et andy the v taowincho this apreement may apply. Ve ;
R
o Operstors quddcooont, cheoweld wnl o net produce oil or gas in paving quantiti sg}@c_iu \ zsheq
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B. Subsequent Operations:

PN

Stould any party hereto desire to drill any well on the Contract Area

cther h:,m the well i for in Arucie VLA, or to rework, deepen or plug back a dry hole drilled
at the joint expense of il paries or a well jointly owned by 21l the parties and not then producing
In paying guantities, the desiring to drill, rework, deepen or plug back sich a well shall give the
other parties writter notice of the proposed operation, specifying the work to be performed, the loca-

ticn, proposed depth, objeciive formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall bave thirty (30) days afler 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 telephore and the response period shall be limited to forty-eight (48) hours, exclusive of Saturday,
Sunday or legal holidays. Failure of a party receiving such notice to reply withinithe period above fixed
shall constitute an election by tnat party not to participate in the cost of the proioosed operation. Any
notice or response givern by telephone shall be promptly confirmed ir. writing.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article
VI1.B.1. or VI.LE.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-
crator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
the work reguired 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. Coasenting Parties, when
conducting operations on the Contract Area pursuant to this Article VI.B.2,, shali 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
0? 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 ‘o (a) limit participation to such party’s interest as shown on Exhibit “A”,
or (b) carry its proporiionate part of Non-Consenting Parties’ interest. The proposing party, at its
~lrction, may withdraw such proposal if there is insufficient participation, and shall promptly notify
I

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 clecied to bear same under the terms of the preceding paragraph. Consenting
Pirties shall keep the leasehold estates involved In such operations free and clear of all liens and
ericumbrances of every kind created by or arising from the operations of the Consenting Parties. If such
ar. operation results in a ole, the Consenting Parties shall plug and abandon the well at their sole
cost, risx and expense. f 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 eguip the well ‘o produce at their sole cost and risk, and the well shall then be turned
cver to Operator and shall be cperated 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 relinguished to Consenting Parties, and the Consenting Parties shall own and
te entitled to receive, in proportion to their respective interests, all of such Noa-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
caxes, crude oil excise taxes, royalty, overriding royalty and other interests existing on the effective date hereof
myabie out of or measured by the production from such “well accruing with respect to such interest until it’ reverts)

)’4,»

shell egual the totar of the following: ‘};,

(4} opyn ©0 of cach such un-Consenting Party’s share of the cost of any newly acquiredf Slrface
. . N . . . y ~
ctions (including, but not limited to, stock tanks, se

fouipment beyond the weill Tators

5
7

e DLImnD quiprnens ool opiping), plus 100% of each such Non-Consenting Party's shaz:r ’hftv\
Ghooperation of o ool cimenens withe fhat production and continuing until each mtj Non-
Corcentings Provyn celoipuioe anterast shall revert to it under other provisions of this A‘(H’L@) bemrr
el that cocks Ior-Coneoe e Party's share of such costs and equipment will be tha( r’tere&\ hich
condd have Leons choopenie ey Tion Onncenting Darty had it participated in the \xeﬂ ro h\} be-
coaang of the operation: and ;
&

e AN o
S JU . ) c1qs X . el 1 elennlying gonk ¢ :
(hy SO0 of it portion o the costs and expenses of drilling reworking, acmm“ng\, %’g’”i)idg,fmrv
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st tentng and comnplelns atter dedacting any cash contributions received under Artxcle VI and
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S00% of that portien of the cost of newly acquired equipment in the well (to and including the well-
head conrections). which wonild have been chargeable to such Non-Consentirg Party if it had partici-

patea t

Gas production uitribuladble to any Non - Consenting Party’s relinquishec interest upon such Party’s
election, shall be sold to its purchaser, if available, under the ‘erms 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-
Consernting Party’s share of gas as hereinabove provided during the recoupment "period.

-4

During the period of time Consenting Parties are entitled to receive Non-Zonsenting 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
be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
all such equipment shall remain unchanged; and upon abandonmert of a well after such reworking,
plugging back or deeper drilling, the Consenting Parties shall account for all such equipment to the
owners thereof, with each party receiving its proportionate part in kind or in value, less cost of
salvage.

Within sixty (60) days after the completion of any operation under this Article, the party con-
ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well, and an itemizad statement of the cost of drilling,
deepening, plugging back, testing, completing, and equipping the well for production; or, at its option,
the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed
statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the
cperation of the well, together with a statement of the quantity of oil and gas produced from it and the
zmount of proceeds realized from the sale of the well’s working interest production during the preceding
month. In determining the quantity of oil and gas produced during any month, Consenting Parties
shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
amount realized from the sale or other disposition of equipment newly acquired in connection with any
siich operation which would have been owned by a Non-Consenting Party had it participated therein
shall be credited against *he total unreturned costs of the work done and of the equipment purchased,
in. determining when the interest of such Non-Consenting Party shall revert to it as above provided;
>, it shall be paid to such Non-Consenting party.

and if there 15 2 credit balanc

If and when the Conscenting Parties recover from a Non-Consenting Party’s relinquished interest
ihe amounts provided for above, the relinquished interests of such Norn-Consenting Party shall auto-
matically revert to it, and, from and after such reversion, such Non-Consenting Parly shall own the same
irterest in such well, the material and equipment in or pertaining thereto, and the production there-
srom 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, suck. Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in
acrordance 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
cf all parties, no wells shall be completed in or produced from a source of supply from which a well
located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing
well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the d-illing of th%
well deseribed in Article VILA. except (a) when Option 2, Article VII.D.1., has been selected,
to the reworking, deepening and plugging back of such initial well, if such well is or thereaff
prove to be a dry hole or nnn-commercial well, after having been drilled to the depta specified ir}
VIA.

C. Right to Take Production in Kind:

Each party electing to take in kind or <eparately dispose of its proportionate share of the production from the Contract Arsa
shall keep accurate records of tha volire, seilng price, royalty and taxes relative to Its share of production. Non-Operators

halloupon request furnish Oporator ot toas and copata copios of tha racords requirad to ba kapt horound s whenever, under

tha tarie of thit apraoment s aiy agrenent meosblad in connnetion horawith, it §s nocassary for Opeorator to obtaln sald Information.
Any lnfermation furniched to Operator hosoandare shall be tsed by Opsrator only to the axtent nacessary to cany out Its duties

an Oparator and whali atharwisa ba kopt « nfidanitiad,

and salt wate:
frchparty shiall hiavn the nght to Tt e nknd o roparataly d aposa of ita proportionats sbaca of all oil and Qrs'produced
¢ e b vy Eavand I dovalopmant nnd praducing oparations and In praparing and
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treating oil for marketing purposes and production unavoidably lost, Any extra expenditure incurred in the taking in kind or separato
disposition by any party of its proportionate share of the production shall ba borne by such party. Any aarty taking its share of
production in kind shall be requirad 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 necoassary for the sale of its
interest in production from the Contract Area, and, except as provided in Article VILB., shall be entitled
to recelve 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 talie in kind or separately
dispose of its proportionaie share of the ol and gas produced from the Contract Area, Operator shall have
the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
oil and gas or sell it to others at any time and from time to time, for the account of the non-taking
party at the best price obtainable in the area for such production. Any such pqrchase or sale by Op-
erator shall be subject always to the right of the owner of the production fo exercise at any time iis
right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a
purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for
such reasonable periods of time as are consistent with the minimum needs of the industry under the
particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the
foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party’s
share of gas production without first giving such other party thirty (30) days aotice of such intended

<ale.

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 t5 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 atwributable to the interest of such party, then in any such event the “erms and conditions of the Gas
Balancing Agreement attached nereto as Exhibit "E" and incorporated herein shall automatically become
e‘fective

ID). Access to Contract Area and Information:

Each par:y 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-
vi-lopment or operation thereof. including Operator’s books and records relating trereto. Operator, upon
request, shall furnish each of the other parties with copies of all forms or reports filed with govern-
mental agencies, daily driliingc reporis. well logs, tank tables, daily gauge and run tickets and reports
n? stock on hand a* the first ¢f cach month, and shall make available samples of any cores or cuttings
taken frorm any well drilled on the Contract Area. The cost of gathering and furnishing information to
Nrn-Operater. other than that specified above, shall be charged to the Non-Operator that requests the

information.
. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VIL.B.2,, any well
~viich has been drilled under the terms of this agreement and is proposed to be ccmpleted as a dry hole
shil not be plugged and abandoned without the consent of all parties. Should Operator, after diligent
+ifort, 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
zbandon 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,
: and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
iocts 1o the plugging and abandening such well shall have the right to take over the well and conduct
further operations in search of o1l and/or gas subject to the provisions of Article VI.B.

2. Abandonment of Weils ‘hat have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VIE.2. hercof for which the Consenting Parties have nat been fully reim-
Lbursed as therein provided, any well which has been completed as a producer shall not be plugged and
abandoned without the consent of 21l parties. If all parties consent to such abandonment, the wéil shall

ne plugged and abandoned in accordance with applicable regulations and at the cost, risk and ense
»f 11 the parties hereto. If, within thirty (30) days after receipt of notice of the proposed abandn nnent
5f cuch well, all parties do rnot agree to the abandonment of any well, those wishing to continu Eé} op-

~ration shall tender to each of the other parties its proportionate share of the value of the well’s .’f Lvable

cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning par
siym to the non-abandoning yarties. without warranty, express or implied, as to title or g8
. . . . PR e &
for uce of the cquipment and material, all of its interest in the well an@
ot the leasehold estate as to, but only as to, the interval o(n’

n open to procduction. If the interest of the abandoning partye

Seeont togethor cith in

rnoation or furmations

vl and gas interest snolc oty shail execute and deliver to the non-abandoning party
. N . ’ 7 . ) o . foon ot thicnleotyyeng matk rgp - o0 '
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vals of the formatier. or fcrmations covered thereby, such lease tc be on the form attached as Exhibit
“B". The assignmenrts or loases so limited shall encompass the “drilling unit” upon which the well is
located. Thre payments by und the assignments or leases to. the assignees shall be in a ratio based upaon
the rejationship of their respective percentages of participation in the Contract Area to the aggregate of
5 the percentages of pariicipaticn in the Contract Area of all assignees. There shall be no readjustment

" of interest 1n the remz:

Thereafter, abardoning parties shali have no further responsibility, liability, or interest in the op-

-+ eration of or production Irom the well in the interval or intervals then open other than the rovalties
retained in any lease mace under the terms of this Article. Upon request, Operator shall continue to

R operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
12 templaled by this agreemen:, plus any additional cost and charges which may. arise as the result of

S

the separate ownership of *he assigned well. “,
o ARTICLE VIIL
e EXPENDITURES AND LIABILITY OF PARTIES

A, Liability of Parties:

The lability of the shall be several, not joint or collective. Each party shall be responsible
only for its obligations, ard shall be liable only for its proportionate share of the costs of developing
ard operating the Coniract Area. Accordingly, the liens granted among the parties in Article VILEB. are
given to secure only the debls 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 lizble as partrers. It 1s not the Iintention of the parties that this contract is

I's.

Re made or intended for the benefit of any third person.

B. Liens and Payment Defaults:

K Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
% cecurity interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure

4. payment of its share of expense, together with interest thereon at the rate provided in the Accounting

72 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 tke rights and remedies
(1 a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
inr the secured indebtedness shall not be deemed an election of remeadies or otherwise affect the lien

g vights or security interest as security for the payment thereof. In addition, upon default by any Non-
C.perator in the payment of its share of expense, Operator shall have the right, without prejudice to
ow:‘%e rights o remedieslto cgllect from_the purchfaﬁer the roce%ds frgprtn tthe sale qf such Non-Operator’s
s?arce %i lo%gar}:g,?osi“ogfsnusnét‘:eog%qe *Linéeo%v'sedlgy su%h 1 oen— poera%%}}pluéoin%e%ei'te}(x:gs & pal }rﬁauc%ncy,
prarchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-
fuult. Operator grants a like lien and security interest to the Non-Orperators to secure payment of Op-

crator’s proportionate sh

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

N C. Pavments and Accounting:

52 Except as herein otherwisn specifically provided, Operator shall promptly pay and discharge expenses
52 incurred in the development and operation of the Contract Area pursuant to this agreement and shall
7t charge each of the parties herelo with their respective proportionate shares upon the expense basis pro-
"I wvided in the Accounting Procidure attached hereto as Exhibit “C". Operator shall keep an accurate
' record of the joint accourt hereunder, showing expenses incurred and charges and credits made and

received.

Operator, ot ita ele padl bove the right from time to time te demand and receive fi m the
51!

ool their resp

RN Hobhor o partics pavment inooeivin,

Ing the

pooincurred in operatlons e

Byosubmission to each such oty of oan dten
pnoinvoree for e oshare oo Iach such s
v maeed exponse shall be submitved on or before the 20th day of the next preceding mont

Q)
N . N - . . . . “},
chadl pay to Operator its propaviionate share of such estimate within fifteen (15) day&

oo tmnate and dnvoiree 3s recetviedd T oany party {ails to pay its share of said estimate vrith f]&
S0 nmount due shall bear provided in Exhibit “C” until paid. Proper :cdju

g )y
deomonthly Between Ldvarees and actunl expense to the end that each party sh.alLbQ:”{ oo
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D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-

cept any well drilled or deepened pursuant to the provisions of Article VL.B.2. of this Agreement, it being
understood that the consent to the drilling or deepening shall include:

R] 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 shgll give im-
mediate notice ta the Non-Operators who have the right to participate in the completion costs. The parties
receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made, shall include consent to all necessary expenditures for the completing and equipping of such
well, including necessary tankage and/or surface facilities. Failure of any party receiving such notice
to reply within the period above fixed shall constitute an election by that party not to participate in
the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
plugging back” as contained in Article VIB.2. shall be deemed to include “completing”) shall apply to
the operations thereafter conducted by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
ment, it being understood that the consent to the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessary tankage and/or surface facilities.

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

Operator, upon request, shall furnish copies of its “Authority for Expenditures” for an% sm%le project
costing in excess of FIFTEEN THOUSAND----------—-""-"="""""" Dollars ($ ).

E. Royalties, Overriding Royalties and Other Payments:

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

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

No party shall ever be responsible, on any price basis higher than the price recelved by such party, to any othar party’s Iessor
or royalty owner; and if any such other party’s lessor or royalty owner should demand and receive settlements on a higher price basis,
the party contributing such lease shall bear the royalty burden insofar as such higher price is concerned.

It Is recognized by the partles hereto that in addition to each party's share of working Interest production as shown in Exhibit "A",
such party shall have the right, subject to existing contracts, to market the royalty gas attributable to each lease which it
contributes to the Contract Area and to receive payments due for such royaity gas produced from or allocated to such leass or leases.
It is agreed that, regardless of whether each party markets or contracts for its share of gas, Including the royaity 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 undar its leasa or
leases the proceads attributable to their respective royalty interest and to hold all other partles 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 Gy their

such parties. Any party may request, and shall be entitled to receive, proper evidence of all s ﬁ jpay-
ments. In the event of failure to make proper payment of any rental, shut-in well payment or ni
royalty through mistake or oversight where such payment is required to continue the lease !
any loss which results from such non-payment shall be borne in accordance with the provisions o
I1V.B.2.

Operator shall notify Non-Opcrator of the anticipated completion of a shut-in gas ar
‘ing in or return to production of a producing gas well, at least five (5) days (excluding\8 u{-:
day and holidays), or at the carliest opportunity permitted by circumstances, prior to tali 2o
but assumes no liability for failure to do so. In the event of failure by Operator ﬁ;:&éim&'m m"ﬁ%:::ﬂ
Operator, the loss of any lease contributed hereto by Non-Operator for failure to makenimelyipayments

-0 .
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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.S.

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 be
limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests con-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is red’ﬁced 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‘vmers 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 reguire,

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 VIIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
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 productions thereafter secured, to th
not desiring to surrender it. If the interest of the assigning party includes an oil and gas interest,
signing party shall execute and deliver to the party or parties not desiring to surrender an oil
lease covering such oil and gas interest for a term of one year and so long thereafter as oil an
is produced from the land covered thereby, such lease to be on the form attached hereto as Eth'w'

and equipment on the assifned acreage. The value of all material shall be determinef&Sn”
with the provisions of Exhibit “C” less the estimated cost of salvaging and the estimate

pinge and abandoning. 10 the acsipnment s in favor of more than one party, the ass E}féa‘;{'ﬁ%é“ﬁ;k LH‘I
i
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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
1 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 renewgl lease, insofar as such
14 lease affects lands within the Contract Area, by paying to the party who acqmred 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 o0il and gas
35 leases. The provisions of this Article VIII-B shall only apply to leases, or portions
35 ©f leases, located within the Unit Area.
37 C. Acreage or Cash Contributions:
38
39 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  other 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. '

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 VIII.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

57 Notwithstanding the provisions of Article VIILE. and VIIL.G,, if any party hereto shall, sub?i‘fquent

56  to execution of this agreement, create an overriding royalty, production payment, or net proceedé“mter-

59 est, which such interests are hercinafter referred to as “subsequently created interest”, such subs 1EL’uently

G0 created interest shall be specifically made subject to all of the terms and provisions of this agree}h‘ent as
. 61 follows: AN

(o L. If non-consent aperatians are conducted pursuant to any provision of this agreemep_t
61 party conducting such operations becomes entitled to receive the production attributable; w—’fhé@ texcst
65 out of which the subsequently created interest is derived, such party shall receive swm( xfzq};nd clear
bt of such subsequently created anterest. The party creating same shall bear and pay all ch(h Eubsedu}znt

6 ereated mterests aned shall wdemnify and hold the other parties hereto free and harmlcsq frodm\ é(ny, zmd

b all hability resulting therefrom, k"“"‘

At Al ol Patpte
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2. If the owner of the interest from which the subsequently created interest is derived (17 fails to
pay, when due, its share of expenses chargeable hereunder, or (2) blects to abandon a well urder pro-
visions of Article VILE. 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 VILB. 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 épntrary, no party shall
sell, encumber, transfer or make other disposition of its interest in the leases en;braced 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 o0il 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.

QoL 2 o =¥ e—to-50 S R a0 He I OE-LSH6-H 180 15-08500RHeR Q &5 237y
interests in the Contract Area, it shall promptly give writien notice to the other parties, with-# 1r-
mation concerning its proposed sale, which shall include the name and address gf 4 prospective pur-
chaser (who must be ready, willing and able to purchase), the purchase.rfCe, and all other terms of
the offer. The other parties shall then have an optional prior»#gfit, for a period of ten (10) days after
receipt of the notice, to purchase on the same terms asd conditions the interest which the other party
proposes to sell; and, if this optional righi-#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 shetl"be no preferential right to purchase in those cases where any party wishes
to mortgage itsmtErests, or to dispose of its interests by merger, reorganization, consolidation, or sale
of allerSubstantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent

QNP O c n S aalal H ol ot SRO-P d o o RO d o ho—ntoe

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship o'}?’«parh
nership or an association for profit between or among the parties hereto. Notwithstanding arﬁl pro-
visions hercin that the rights and liabilities hereunder are several and not joint or collective, or th at this
agreement and operations hereunder shall not constitute a partnership, if, for Federal income t} -H"',;pur—

poses, this agreement and the operations hereunder are regarded as a partnership, each party‘j.,‘”'ereby

affected elects to be excluded from the application of all of the provisions of Subchapter “K", i ﬁ’apter
TEA

1, Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Sectio ! 5’2%51 of

the Code and the regulations promulgated thereunder. Operator is authorized and directeq@“é;ggie on
behalf of each party hereby affected such evidence of this election as may be required Yy t§ei%'s’e ”n%tary
of the Treasury of the United States or the Federal Internal Revenue Service, including g egmg\}};y, but
not by way of limitation, all of the returns, statements, and the data required by c& :

: /2'[1;3}‘1’}\";35&‘}1‘13—
tions 1761, Should there be oy requirement that each party hereby affected give f}lr.thé' st

ey
3N
) et of
toe at thee v atbatyg asvd oy

this election, cach such party shadl execute such documents and furnish such other cvidence,as.may. be
remured by the Federal Internal Revenue Serviee or as may be necessary to evidencr«thi¢-elections No

™
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such party shall give any notices or take any other action inconsistent with the election made hereby.
If any present or future income tax laws of the state or states in which the Contract Area is located or
any future income tax laws of the United States contain provisions similar to those in Subchapter “XK”,
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
8 computation of partnership taxable income.

=) D O s WD

9

10 ARTICLE X.

11 CLAIMS AND LAWSUITS

12 7

13 Operator may settle any single damage claim or suit arising from operatiofs hereunder if the ex-
14  penditure does not exceed FIFTEEN THOUSAND————————————==—r— e m e e Dollars
15 ($15,000.00 )} and if the payment is in complete settlement of such claim or suit. If the amount

16 required for settlement exceeds the above amount, the parties hereto shall assume and iake over the
17  further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
18 pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
i9  of the parties. If a claim is made against any party or if any party is sued on account of any matter

2 arising from operations hereunder over which such individual has no control because of the rights given
2 Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall
2 be treated as any other claim or suit involving operations hereunder.

23

24 ARTICLE XI.

25 FORCE MAJEURE

26

27 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations

28  under this agreement, other than the obligation to make money payments, that party shall give to all
29  other parties prompt written notice of the force majeure with reasonably full particulars concerning it;
30 thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeure,
31  shall be suspended during, but no longer than, the continuance of the force majeure. The affected party
32 shall use all reasonable diligence to remove the force majeure situation as quickly as practicable.

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

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

44

45 ARTICLE XII.

46 ' NOTICES

47 .

48 All notices authorized or required between the parties, and required by any of the provisions of

49 this agreement, unless otherwise specifically provided, shall be given in writing by United States mail
50 or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party to
51 whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
52  provision hereof shall be deemed given only when received by the party to whom such notice is directed,
53 and the time for such party to give any notice in response thereto shall run from the date the originat-
54 ing notice is received. The second or any responsive notice shall be deemed given when deposited in
55 the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
56 or when sent by teletype. Each party shall have the right to change its address at any time, and from
57  time to time, by giving written notice hereof to all other parties.

58

59 ARTICLE XIII.

60 TERM OF AGREEMENT

61

62 This agreement shall remain in full force and effect as to the oil and gas leases and/or oil andjj

63 terests subjected hereto for the period of time selected below; provided, however, no party her
64 ever be construed as having any right, title or interest in or to any lease, or oil and ga

;);
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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 0il 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__l&_days from cessation of all production; provided, hawever,
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 or 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 is in two or more states, the law of the state where most
of the land in the Contract Area is located shall govern.

ARTICLE XV.
OTHER PROVISIONS

. Not included.
. Not included.

. Not included.

. Notwithstanding any other provisions herein, if during the term of this agreement, a well is required
to be drilled, deepened, reworked, plugged back, sidetracked, ar recompleted, 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 or any portion thereof in force and effect, or (3) eamn or preserve an interest in and 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) comly with an order issued by a regulatory body having jurisdiction in the
premises, failing in which certain rights would terminate, the following shall Y. Should less than all
of the parties hereto elect to icipate and pay their proportionate part of costs to be incurred in
such cperation, those parties desiring to icipate shall have the right to do so at their sole cost,
risk, and expense. Pramptly following conclusion of such operation, each of those parties not
participating agree to execute ard deliver an appropriate assigmment to the total interest of each
non-participating party in and to the lease, leases, or rights which would have terminated or which
otherwise may have been preserved by virtue of such operation, and in.and to the lease, leases or rights
within the balance of the drilling unit upon which the well was drilled, excepting, however, wells
theretofore campleted and capable of producing in paying quantities. Such assigrment be delivered
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. Al
production sold from the lease acreage, or lands pooled therewith, will be an am's length trade with a
third parchaser. 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 amm's length trade with a third party purchaser, the remaining parties will have the option to also sell
at the same or higher price.
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ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their

respective heirs, devisees, legal representatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be.considered

an original for all purposes.

IN WITNESS WHEREOF, this agreement shall be effective as of _30th  day of__August
1995 . :

s

Akt

OPERATOR

YATES PETROLEUM CORPORATION

-~ ]
By: /o/%?fﬁﬁ Z’%’@

/ ”Atfgn’%(-\ n/—VE ct

NON-OPERATORS

-

STATE OF NEW MEXICO )
1SS
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this 3Qth day of
August 1995 by Peyton Yates + Attorney-in-Fact

14

T’-:;Tfﬁﬁg-‘l;ﬁ-'ﬁmeRPORATION, a New Mexico corporation, on behalf of /,sé’ia
rd

corporation. L ‘ 7 /
/j{ “ i /T /,(7 i
My commission exp.res: L %’/ v 7 e %

Notary Public”
August 9, 1997 ’

Signature page attached to and made a part of that Opeérating 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".
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NON-OPERATORS

UNIT PETROLEUM COMPANY

By:
Title

NEARBURG EXPLORATION COMPANY

By: .
Title: e

JES

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-T19S-R25E between YATES PETROLEUM
CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as "Non-
Operators.”



NON-OPERATORS

FRANCES B. BUNN

T‘ELQWISM

J.W. GENDRON

JOSEPH R. HODGE

SANFORD J. HODGE, III

State of HAWA Il )
Gy ¢ :ss
COZIfty of HONOLULY )

The foregoing instrument was acknowledged before me this th day of
SEPTEMBER, 1995 by FRANCES B. BUNN, individually.

—
My commission expires: FW//’ \/W é/Wm 12
q (3 q;* Notary Public
State of )
'ss
County of )
The foregoing instrument was acknowledged before me this day of

, 1995 by JW. GENDRON, 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 SIE/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, Il %

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 )
. 'S8
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 )
'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-R25L between YATES PETROLEUM
CORPORATION as "Operator” and UNIT PETROLEUM COMPANY, et al as “Non-

Operators.”



NON-OPERATORS

E.G. HOLDEN TESTAMENTARY TRUST

By:
Title:

[SAAC A. KAWASAKI

BETSY H. KELLER

T

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 Sk/4 Section 16-T19S-R25E between YATES PETROLEUM
CORPORATION as "“Operator” and UNIT PETROLEUM COMPANY, et al as "Non-
Operators.”



NON-OPERATORS

ADOLPH P. SCHUMAN

SPACE BUILDING CORP.

By:
Title:

R
4./
i

J. FREDERICK VAN VRANKEN, JR.

State of )
'S8
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 atlached to and made a part of that Operating Agreement dated
August 25, 1995 covering SkE/4 Section 16-T19S-R251 between YATES PETROLEUM
CORPORATION as "Operator" and UNIT PETROLEUM COMPANY, et al as "Non-
Operators.”



NON-OPERATORS

YATES EMPLOYEES ‘87, LTD.

/ A‘?ox@gjﬁ-Fact

DAVID GOODNOW

By:
State of New Mexico )
:ss

County of Eddy )
The foregoing instrument was acknowledged before me this 30th day of angusr

, 1995 by pevton vates , Attorney-in-Fact for Yates Petroleum
Corporation, General Partner, a New Mexico partnership, on behalf of said
partnership. v

My commission expires: A A
Notary Public

Aungnst 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 SE/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 TRUSTKE 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 )
'Ss
County of )
The foregoing instrument was acknowledged before me this day of
., 1995 by . for the BROWN

BROTHERS HARRIMAN TRUST, SUCCESSCR 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-T19S5-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"

I. 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

At

2. Depth Restriction:

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

3. Drilling Unit for the First Well:

Proration Unit as established by the New Mexico Oil Conservation

Division.
IL. 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, III .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 Harriman 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"

IIL 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. Harriman 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

Ermie Bello Adolph P. Schuman

3325 Ala Akulikuli 2701 16th Street
Honolulu, 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

J.W. Gendron J. F. Van Vranken

1280 Encino Drive P.O. Box 264

San Marino, Ca. 91108 Jericho, New York 117563
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. 94105
Sanford J. Hodge, III E. G. Holden Testamentary Trust
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 “ecm

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions 7

“Joint Property” shall mean the real and personal property subject to the agreemenfz*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-QOperators” 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 timne is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America. A

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-
1ty for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in detail.

Advances and Payments by Non-Operators

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

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

Audits

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

"to by the Operator.

Approval by Non-Operators

Where an approval or other apreement of the Parties or Non-Operators is expressly required under other sec-

ttons of this Accoluntmg 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 ayrreement or approval of & majority in intervest of the Non-Operators shall be controlling on all Non-Opcra-
tors,

AR




II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

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

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

pius 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

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 (83%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area

of the Joint Property.

B.. 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.

A

Damages and Losses to Joint Property

All costs or expenscs nccessary 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
grass negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been received by Operator.

Iegal Expense
Fxpense of handling, investigating and setthng litigation or claims, discharging of liens, payment of judgments

and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Juint Property, except that no charge for services of Operator's legal staff-
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
cxpense Is considered to be covered by the overhead provisions of Section IIT unless otherwise agreed to by the
[ res, exeept as pravided i Section T, Pavagoraph 3. )

_
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10.

11.

12.

Taxes

All taxes of every kind aqd nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production thercfrom, and which taxes have been paid by the Operator for the henefit of the
Parties.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation apd/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 Sectien II, or in Section III,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Qperations.

e
III. OVERHEAD

Overhead - Drilling and Producing Operations
.. 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 $_4,500
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 completion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority.

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

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

[51 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 cffective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-

plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of °

Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar ycar

preceding as shown by the index of average weekly ecarnings of Crude Petroleum and Gas Fields Produc-~
tion Worleers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
cquivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment. N
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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 pald 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 equxpment 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 Majoﬁe'Construction as dei.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction

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

of $.25,000.00

A, 5 9% of total costs if such costs are more than $.25,000.00 but less than $_100,000.00 : plus
B. _3 9 of total costs in excess of $__100,000,00 but less than $1,000,000; plus

C. __2_____% of total costs in excess of $1,000,000.

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

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 idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed to by the Parties.

1. Purchases

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

2. Transfers and Dispositions

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

counts:

A. New Material (Condition A)
(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.
(2) Line Pipe
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-
mally available.

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

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

(a) At scventy-five percent (754%) of current new price, as determined by Paragraph 2A of this Section IV
if Material was origanally charged to the Joint Account as new Material, or
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(b) at si'xty—five. percent (65%) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75%) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by Para-
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value,

(2) Condition D
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some ofher purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators. b

D. Obsolete Material

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

E. Pricing Conditions

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

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

Premium Prices

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

Warranty of Material Furnished by Operator

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

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

Periodie 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-
tcry is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

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

Special Inventories

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

Expense of Conducting Periodic Inventories

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




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

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:

Bedily Injury =~ $500,000.00 each cccurrence.

(C) Automobile Public Liability Insurance:
Bodily Injury - $250,000.00 each person.

$500,000.00 each occurrence.

Property Damage- $100,000.00 each occurrence.

Except as authorized by this Exhibit "D", Operator shall not make any charge to
the joint account for insurance premiums. Losses not covered by Operator's
insurance (or by insurance required by this agreement to be carried for the

benefit and at the expense of the parties hereto) shall be charged to the joint



EXHIBIT "E"

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"

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 perxcentage').

In accordance with the terms of the Operating Agreement, each party
thereto has the right to take its share of gas produced from the Contract Area
and market the same. 1In 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 oxr lost, the total quantity of liguid hydrocarbons recovered
therefrom, and the monthly and cumulative over and under account of each party.

3. At all times while gas is produced from the Contract Area, each
party hereto will make settlement with the respective royalty owners to whom
they are each accountable, just as if each party were taking or delivering to a
purchaser its share, and its share only. Each party hereto agrees to hold each
other party harmless from any and all claims for royalty payments asserted by
royalty owners to whom each party is accountable. The term "royalty 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 place and balanced the gas ac-
count as to its interest, shall be entitled to take or deliver to its purchaser
a share of gas determined by multiplying 50% of the interest in the current gas
production of the party or parties without gas in place by a fraction, the numer-
ator of which is the interest in the proration unit of such party with gas in



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

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

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

7. Notwithstanding the provisions of €6, it is expressly agreed that
any underproduced party shall have the optional right, with respect to each pro-
ration unit, to receive a cash settlement bringing such underproduced party's
gas account into balance at any time and from time to time prior to the final
settlement, by first giving each overproduced party 90 days' written notice of
demand for cash settlement. If such option is so exercised, settlement shall be
made (as of 7:00 o'clock A.M. on the first day of the calendar month following
the date of such written demands) within 90 days following the actual receipt of
such written demands by the overproduced parties, in the same manner provided
for in 96. The option provided for in this paragraph may be exercised, from
time to time, but only one time in each calendar vear.

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"

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"

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

(1) The Opcrator will not discriminate against any employee or applicant
for employment because of race, color, religion, national origin or
sexX. 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 origin,df sex.
Such action shall include, but not be limited to the followiggﬁ" 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, requlations, and relevent orders
of the Secretary of Labor. N

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

(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, requlation, or order of the Secretary of Labor, or as otherwise pro-
vided by law.

Exhibit "I
Dacie ]



(7) The Operator will include thc provisions of Paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules,
regulations, or orders of the Secretary of Labor issued pursuant to
Section 204 of Executive Order 11246 of Scptember 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 PRe-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thirty (30)
days of the date of contract award if such report has not been filed for the
current year and otherwise comply with or file such other compliance reports
as may be required under Executive Order 11246, as amended and Rules and PRe~
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 segreqgated 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 secgregated on a basis of race, coloxr, religion, or
national origin, because of habit; local custom or otherwise. It is
further understood and agreed that maintaining or providing segregated
facilities for its employees or permitting its employees to verform their
scrvices at any location under its control where segregated facilities
are maintained is a violation of the equal opportunity clause required
by Executive Order 11246 of September 24, 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 of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or
fraudulent representation may be liable to criminal prosecution under 18
U.s.C. 8§ 1001.

Exhibit "F"
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95-181-0

AFE NO.
’r AUTHORITY FOR EXPENDITURE AFE DATE 518195
Y [,' EEEEEIR-E¥€1DN NEW DRILLING & RECOMPLETION
] AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X {New Drilling X |oit X | Development
ARTESIA, NEWMEXICO88210 Recompletion Gas Exploratory
TELEPHONE (505) 748-1471 lnjector
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
020110 ovation, RIGhtof Way | T 70500 15300
920-120 Drilling, Footage 8400 @ $16/4t 142.500 142,500
920-130 Drilling, Daywork 5 days @ $4500/day 23,900 23,900
920-140 Drilling Water, Fasline Rental 18,000 18,000
920-150 Drilling Mud & Additives ) 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 Drill Stem Testing, OHT Nodsts oo 10,000 10,000
920-190 Electric Logs & Tape Copies 13,400 13,400
920-200 Tools & Equip. Rntl,, Trkg. & Weld'ing 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
820-420 Water for Completion L 1,100
920-430 Mud & Additives for Completion 600
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
§20-480 Supervision & O/H - Completion 5,400
920-480 Additional LOC Charges - Completion 3,300
920-510 Bits, Tools & Supplies - Completion 777 2,300
920-500 Contingency for Completion e 4,500
TOTAL INTANGIBLE DRILLING cOSTS | 268,700] 365,700}
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,200 15,700}
930-020 Casing | 9-5/8" @1200' e 16,800 16,800}
T @BA0O e, 80,000
630030 Tubing "B G g 55
930-040 Packer & Special Equipment 15,000
940-010 Pumping Equipment 75,000
940-020 Storage Facilites 15,000
940-030 Separation Equip., Flowiines, Misc. 36,000]
940-040 Trucking & Construction Costs 15,000§
TOTAL TANGIBLE EQUIPMENT COSTS [ 19,000] 290,000} -
TOTALCOSTS { 287,700 655,700]

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

FROM Tyi OPERQTOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE.

Prepared > Operations
By Approval
Ve AVNER SHARE
CORPOBATION [ 37.500000% ]
/‘34#47 DATE
UNIT PETROQI Eﬁz& Egﬁomwwm [ 24,443924% ]
BY NATE
N d
YATES EMPL@YE(ES}';? P‘t%, YATES PETROLEUM CORP. [__.033034% |
BY or/ BEFORE EXAMINER CATANACH
/ ”/7/ /A NMOCD CASE NO. 11310/11311 -
NIEAR ILI\f. I X(TJJ()RZM’]'/)N COMPANY ~ DATE: 10/05/95 [ 37.500000% ]
EXHIBIT NO. __ol®
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BOYD X STATE COM #10
SEC. 16-19S8-25E
Eddy County, New Mexico

ERNIE BELLO

By:

DATE

FRANCES B. BUNN

By: £§a“e61 Bai“u“ >

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
Sy:

BETSY H. KELLER

By

DATE

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 3. 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

SHARE
0.033034%

0.033034%

oate 55/95

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%



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, Il

By: 7 DATE

E.G. HOLDEN TESTAMENT/. 37 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 o« /V/ER THRHUST

o LTI Lo

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

ADOLPH P, SCHUMAN

By: DATE

SPACE BUILDING CORP.

By: DATE

J. FREDERICK VAN VRANIKIM

ly: DAL

AFE #95-181-0
DATE: 5/8/95
Page 2
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BOYD X STATE COM #19
SEC. 16-19S5-25E
Eddy County, New Mexico
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BOYD X STATE COM #10
SEC. 16-19S-25E
Eddy County, New Mexico

ERNIE BELLO
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FRANCES B. BUNN
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J.W. GENDRON
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DAVID GOODNOW

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, I

By:

E.G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

BROWN BROTHERS HARRIMAN TRUST SUCC.

TRUSTEE OF THE AGNES CLUTHE

BY

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

By:

ADQOLPH P. SCHUMAN
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S8TATE OF NEW MEXICO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF YATES PETROLEUM CORPORATION FOR

COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO CASE NO. 11310

AFFIDAVIT

STATE OF NEW MEXICO )
+ SS.
COUNTY OF EDDY )

KANDY T. HALDEMAN, being first duly sworn upon her oath,
states that on Thursday, August 17, 1995, the United States Post
Office at Artesia, New Mexico contacted her and advised that it had
been informed by the United States Post Office at San Francisco,
California, of the status™ of Losee, Carson, Haas & Carroll
Certified Mail No. Z 153 498 351 providing notice in the above-
captioned case. The San Francisco Post Office advised that Adolph
Schuman, a party named on Exhibit "A"™ to the Certificate of Mailing
and Compliance with Rule 1207 filed on behalf of Applicant Yates
Petroleum Corporation, did receive Certified Mail Z 153 498 351,
having signed for it on May 24, 1995. The return receipt card
evidently was lost during return.

Further, Affiant sayeth naught.

Kand . ldeman
SUBSCRIBED AND SWORN TO before me this August 22, 1995.

My commission expires:

L-24-9G @WJW

Notary Public ~

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

EXHIBIT NO. a‘



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

EXHIBIT NO. 22

Yates Petroleum Corporation

STRUCTURE MAP
TOP OF CANYON DOLOMITE
BOYD "X" STATE COM #10

g

Geo: Brent May 9/18/95

Scdle 1:24000. ddboydst.gpf
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