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Boyd 'X' State Com. #9

SE/4 16-T19S-R25E

Eddy County, New Mexico

Interest Owner Interest Joined Not Joined
Yates Petroleum Corporation 37.500000% 37.500000%
Neasbyrg Exploration Company 37.500000% 37.500000%
Unit Pgtroleum Company 24.443924% 24.443924%
'Ermie Bello 0.033034% 0.033034%
Frances B. Bunn 0.033034% 0.033034%
J. W. Gendron 0.049552% 0.049552%

David Goodnow

0.033034%

Joseph R. Hodge
Sanford J. Hodge, Il

0.005506%

0.033034%

0.005506%

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
Yates Employees '87 Ltd

0.082586%

0.082586%

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. Frederice Van Vranken

0.033034%

0.033034%

Totals:

100.000000%

37.709216%

62.290784%

YATES PETROLEUM CORP.

BEFORE EXAMINER STOGNER
NMOCD CASE NOS. 11310/11311
DATE: 08/10/95

EXHIBIT NO. 3
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between YATES PLTROLEUM CORPORATION, a New
Mexico corporation, 105 S5, d4dth Street, Artesia, NM , hereinafter designated and

referred to as "“Cperater’”, and the signatory pariy or parties other than Operatcr, sometimes hereinafter
referred {o individually herein as “Non-Operater”, and collectively as “Non-Operators”,

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 an agreement to explore
and develop these leases and/or oil and gas interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1
DEFINITIONS

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

A. The term “0il 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. T:-e terms “oil and gzs lease”, “lease” and “leasehold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

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

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

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

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

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

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

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

ARTICLE II.
EXHIBITS

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

jay)

HNEHEEO
HME OO

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

A. Oil and Gas Interests:

1f any party owns an unleased oil and gas interest in the Contract Area, that interest shall be
treated for the purpose of this agreement and during the term hereof as if it were a leased interest
under the form of oil and gas lease attached as Exhibit “B"”. As to such interest, the owner shall re-
ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit
“B". Such party shall, however, be subject to all of the provisions of this agreement relating to lessees,
to the extent that it owns the lessee interest,

B. Interest of Parties in Costs and Production:

Exhibit “A” lists all of the parties and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
this agreement shall be borne and paid, and all equipment and material acquired in operations on the
Contract Area shall be owned by the parties as their interests are shown in Exhibit “A”. A1l produc-
tion of oil and gas from the Contract Area, subject to the payment of lessor’s royalties wehiekh—will-be
berme—ioy—tive—deotmt—reeonrt, shall also be owned by the parties in the same manner during the term
hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
ered hereby.

ARTICLE 1V.
TITLES

A. Title Examination:

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

preliminary, supplemental, shut-in gas royalty opinions and divisich-erder—tflIT opinions) shall be a

part of the administrative quas e-xsTOVIded 1n Exhibit “C,” and shall not be a direct charge, whether
———ct YIS 1o o 4. u 4 Lo . bk
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[X Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys
for title examination (including preliminary, supplemental, shut-in gas royalty opinions and division
order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
Dri;ling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.
Operator shall make no charge for services rendered by its staif atlorneys or other personnel in the
performance of the above functions.

Each party shall be responsible for securing-curative matter and pooling amendments or agreements
required in connection with leases or oil and gas interests contributed by such party. The Operator shall be
responsible for the preparation and recording of Pooling Designations or Declarat:ons as well as the
corcuct of hearings before Governmental Agencies for the securing of spacing or pooling ordef‘S" This

shal! not prevent any party from appearing on its own behalf at any such hearing. w

7 \

rir/
No well shall be drilled on the Contract Area until after (1) the title to the drilisite or drlllmg,umt
has heen examined as above provided, and (2) the title has been approved by the examining atto*tney or

title has been accepted by all of the parties who are to participate in the drilling of the well. —/ ?

‘/
B. l.oss of Title: ”““’J /l
/»/
Hw
Faijure of Title: Should any oil and gas interest or lcase, or interest therein, be Josty Lythrough
failure of title, which loss results in a reduction of interest from that shown on Exhxbxt“A” tfns ag,ree-
ment, nevertheless, shall continue in force as to all remaining oil and gas leases and.m t dh.
pism ot irs weanfpaly a iy oy p

(a) The party whose oil and gas lease or interest is affected by the title failure.shall,hear, alone
the entire loss and it shall not be entitled to recover from Operator or the other particsany:development

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

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

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

(d) Shoulid any perscn net a party to this agreement, who is determined to be the owner of any in-
terest in the title which has failed, pay in any manner any part of the cost of operation, development,
or equipment, such amount shall be paid to the party or parties who bore the costs which are so refund-
ed; and

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

{f) No charge shall be made {o the joint account for legal expenses, fees or salaries, in connection
with the defense of the interest claimed by any party hereto, it being the intention of the parties
hereto that each shall defend title to its interest and bear all expenses in connection therewith.

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

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

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

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

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

ARTICLE V, E)
OPERATOR r’a;
KW
fy
A, DESIGNATION AND RESPONSIBILITIES OF OPERATOR: ng}
g
Yat_s Petraoleum Corpovatrion, 105 S. 4th Street, Arxtesia, NM 88210 shal e the
hY

Operator of the Contract Area, and shall conduct and direct and have full control of all oper
the Contract Area as permitted and required by, and within the limits of, this ang(ment//erw
duct all such operations in a good and workmanlike manner, but it shall have no liabj 1t Parator
to the other parties for losses sustained or liabilities incurred, except such as may r&Zs Ié? V-

negl:gence or willful misconduct. ﬂ' 4 51

. K Mo,

. al llux mrnu(nnq MU oy
oxeepl when sutharized w werlay *, 2
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B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice
thereof to Non-Opecrators. If Operator terminates its legal existence, no longer owns an interest in the
Contract Area, or is no longer capable of serving as Operator, it shall cease to be Operator without any
action by Non-Operator, except the selection of a successor. QOperator may b2 removed if it fails or
refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignztion 2r removal shall not hecome effective wntil 7:00 o’clock A.M.
on the first day of the calendar month following the expiration of ninety (90) days after the giving of
notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor
Operator has been selected and assumes the duties of Operator at an earlier date. Cperator, after effect-
ive date of resiznation or removal, shall be bound by the terms hereof as a Nor-Gperator, A change of
a corporate name or structure of Operator or transfer of Operator’s interest to any single subsidiary,
parent or successor corporation shall not be the basis for removal of Operator.

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

. Employees:

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

I). Drilling Contracts:

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

iler nature.

ARTICLE VL
DRILLING AND DEVELOPJIENT

A, Initial Well:

On or before the 1g+ day of __July , 1995, Operator shall commence the drill-
ing of a well for cil and gas at the following location:
Township 19 South, Range 295 East, NMPM
Section 16: SE/
Eddy County, New Mexico
1,980"' FSL and 1,980' FEL
and shall thereafter continue the drilling o{ the well with due diligence to a depth of 8,300

to test the Canyon formation

i
unless granite or other practically impenetrable substance or condition in the hrole, which fendels
further drilling impractical, is encountered at a lesser depth, or unless all parties agree to compl‘ete or

abardon the well at a lesser depth. ﬁ;.'.-
ez
4 e wnicn

Operator shall make reasonable tests of all formations encountered during drilling which | e In-

dication of containing oil and gas in quantities sufficient to test, unless this agreement shall bé hmlted
in its application to =2 specific formation or formations, in which event Operator shall bei® re\thred to
test only the formation or formations to which this agreement may apply. /qy/g £1 i.\'l_{\

LR SRR

If, in Operator's judgment, the well will not produce oil or gas in paying quant ities
TN
to poug and abandon the well as a dry hole, it shall first secure the consent of ali r _D:jrff«&hnll

: H NN . Vi u-x 4
Pl and abanden same as provided in Articl VIEF.1. hereof. et

‘ R when authurged arw
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B. Subsequent Operations:

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

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

If less than all parties approve any proposed operation, the proposing party, immediately after the
expiration of the applicable notice period, shall advise the Consenting Parties of (a) the total interest
of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-
ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
hours (exclusive of Saturday, Sunday or legal holidays) after receirt of such notice, shall advise the
proposing party of its desire to (a) limit participation to such party's interest as shown on Exhibit “A”,
or (b) carry its proportionate part of Non-Consenting Parties’ interest. The proposing party, at its
election, may withdraw such proposal if there is insufficient participation, and shall promptly notify
all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in
the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting
Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such
an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions
of this Article results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall
complete and equip the well to produce at their sole cost and risk, and the well shall then be turned
over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties.
Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such
well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party
shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Party’s
interest in the well and share of production therefrom until the proceeds of the sale of such share;
calculated at the well, or market value thereof if such share is_not sold (after deducting production
taxes, crude oil excise taxes, royalty, overriding royalty and other interests existing on the effective date hereof,’
payable out of or measured by the production from such well accruing with respect to such interest until it’ reverts)
shall equal the total of the following: y‘y

(a) 200 % of each such Non-Consenting Party’s share of the cost of any newly acqmred Furface
equipment beyond the wellhead connections (including, but not limited to, stock tanks, sepfrators,
treaters, pumping equipment and piping), plus 100% of each such Non-Consenting Party’s sha ért)f the
cost of operation of the well commencing with first production and continuing until each suéh Non-
Consenting Party’s relinquished interest shall revert to it under other provisions of this Ar dle, :t"m o

......

agreed ti.c each Non-Consenting Party’ =@ ire of such co< s and equipiont will be thne m&qus‘ "\ mien

would have been chargeable to each Non-Consenting Party had it participated in the well gmn; the be-

ginning of the operation; and \(% "@‘:}é
_AIM”“‘” T

wlEnilyany lmk LT

(b) _500% of that portion of the costs and expenses of drilling reworking, deepEmng." or. plugging
back, testing and completing, after deducting any cash contributions received under Artlcle»VIIhG.s_and-‘-x

- 5.
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1 500% of that portion of the cost of newly acquired equipment in the well (to and including the well-~
2 head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
3 pated therein.
4 .
5 Gas production attributable to any Non - Consenting Party’s rclinquished interest upon such Party's
6 election, shall e sold to its purchaser, if available, under the terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from
8 such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party’s relinquished interest. If such Non - Consenting Party has not
10 contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
11 tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party’s share of gas as hereinabove provided during the recoupment period.
13
14 During the period of time Consenting Parties are entitlc 1 to receive Non-Consenting Party’s share
15 of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of
16 all production, crude oil excise taxes, severance, gathering and other taxes, and all royalty, overriding royalty
17 and other burdens - applicable to Non-Cansenting Party's share of production.
18 ,
19 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
20 be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
21  all such equipment shall remain unchanged; and upon abandonment of a well after such reworking,
22 plugging back or deeper drilling, the Consenting Parties shall account for all such equipment to the
23 owners thereof, with each party receiving its proportionate part in kind or in value, less cost of
24 salvage. :
25
26 Within sixty (60) days after the completion of any operation under this Article, the party con-
27 ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
28 ventory of the equipment in and connected to the well, and an itemized statement of the cost of drilling,
29 deepening, plugging back, testing, completing, and equipping the well for production; or, at its option,
30 the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed
31 statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
32 reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
33 . ish the Non-Consenting Parties with an itemized statement of all costs and- liabilities incurred in the
34 operation of the well, together with a statement of the quantity of oil and gas produced from it and the
35 amount of proceeds realized from the sale of the well's working interest production during the preceding
36 month. In determining the quantity of oil and gas produced during any month, Consenting Parties
37 shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
38 amount realized from the sale or other disposition of equipment newly acquired in connection with any
39 such operation which would have been owned by a Non-Consenting Party had it participated therein
40 shall be credited against the total unreturned costs of the work done and of the equipment purchased,
41 in determining when the interest of such Non-Consenting Party shall revert to it as above provided;
42 and if there is a credit balance, it shall be paid to such Non-Consenting party.
43
44 If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46 matically revert to it, and, from and after such reversion, such Non-Consenting Party shall own the same
47 interest in such well, the material and equipment in or pertaining thereto, and the production there-
48 from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
49 reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be
50 charged with and shall pay its proportionate part of the further costs of the operation of said well in
51 accordance with the terms of this agreement and the Accounting Procedure, attached hereto.
52
53 Notwithstanding the provisions of this Article VI.B.2,, it is agreed that without the mutual consent
54 of all parties, no wells shall be completed in or:produced from a source of supply from which a well' °
55 located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing
56 well spacing pattern for such source of supply.
57
58 The provisions of this Article shall have no application whatsoever to the drilling of thnit1a1
59  well described in Article VI.A. except (a) when Option 2, Article VILD.1,, has been selected,f6r (b)
60 to the reworking, deepening and plugging back of such initial well, if such well is or thereaf ﬁ‘ rizshall
61 prove to be a dry hole or non-commercial well, after having been drilled to the depth specified i rticle
62 VIA.
63
64 C. Right to Take Production in Kind:
65 Each party -lecting to take in kind or separately dispose ot its proportionate share ot the production from the Contract Area
66 shall keep accurate recou:ds of the volurpa, selllng price, royalty and taxes relative to Its shara of production. Non-Operators
shall, upon request, furnish Operator with true and complete coples of the records required to be kopt hereunder whenover, under
67 the terms of this agreement or any agreemont exscuted in connsction herewith, it Is necessary for Operator to obtaln sald Information.
68 Any information furnished to Operator hersunder shall be used by Operator only to the extent necessary to carry out its duties
as Operator and shall otherwise be kept confidentlal.
gg Each party shall have the right to take In kind or soparately dlsposa of Its proportionate share of all off and gnas rggg:odsalt water

from the Contract Ares, sxcluslvs of production which may be used In development and producing operations and In preparing and

-6 -
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56

66
67
68
69
70

treating cil for marketing purposes and production unavoidably tost. Any extra expenditure incurred in the taking in kind or separate
disposition by any party of its proportionate share of the production shall be borne by such party, Any party taking its share of
production in kind shall be required to pay for only its proportion:tae <hare of such part of Operator's surface faciiitivs wnch it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its
interest in production from the Contract Area, and, except as provided in Article VIL.B., shall be entitled
to receive payment direct from the purchaser thereof for its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator shall have
the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
oil and gas or sell it to others at any time and from time to time, for the account of the non-taking
party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
erator shall be subject always to the right of the owner of the production to exercise at any time its
right to take in kind, or separately dispose of, its share of all oil and gas nct previously delivered to a
purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for
such reasonable periods of time as are consistent with the minimum needs of the industry under the
particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the
foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party’s
share of gas production without first giving such other party thirty (30) days notice of such intended
sale.

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

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

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect
or observe operations, and shall have access at reasonable times to information pertaining to the de-
velopment or operation thereof, including Operator’s books and records relating thereto. Operator, upon
request, shall furnish each of the other parties with copies of all forms or reports filed with govern-
mental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports
of stock on hand at the first of each month, and shall make available samples of any cores or cuttings
taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to
Non-Operator, other than that specified above, shall be charged to the Non-Operator that requests the
information.

E. Abandonment of Wells:

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

_further operations in search of oil and/or gas subject to the provisions of Article VI.B,

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VI.B.2, hereof for which the Consenting Parties have not been fully reim-
bursed as therein provided, any well which has been completed as a producer shall not be plugged and
abandoned without the consent of all parties. If all parties consent to such abandonment, the w
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and X
of all the parties hereto. If, within thirty (30) days after receipt of notice of the proposed aban
of such well, all parties do not agree to the abandonment of any well, those wishing to continu
eration shall tender to each of the other parties its proportionate share of the value of the well’s
material and equipment, determined in accordance with the provisions of Exhibit “C”, less the e
cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning part:

assign to the non-abandoning parties. without warranty, express or implicd, as t+ ‘itle or.a§t8 cliattice, -

quality, or fitness :ur use of the equipraent and material, ail of its interest in the well nn'ﬁ"}r :Jrggg ‘}/’\‘ uip-
ment, together with its interest in the leaschold estate as to, but only as to, the interval o Jﬁi ruggo the
formation or formations then open to production. If the interest of the abandoning partf’-?‘c’ft"‘-i Eudm
an oil ané  as ints - such puarty shall cxectte and deliver T e ot ol paro. ;::A;.r.'ii.‘;;_-}?.‘

g M |

oil and pas lease, hnited to the interval or intervals of the formation or formations tlmik:n,'m‘)‘(;)l]‘,"},o,gr,qduc;

tion, for a term of one year and so long thercafter as oil and/or gas is produced from thé:intervaliorcinter~ .|
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1 wvals of the formation or formations covercd thereby, such case to be on the form attached as Exhibit
2 “B"”. The assignments or leases so limited shall encompass the “drilling unit” upon which the well is
3 located. The payments by, and the assignments or leases to. the assignecs shall be in a ratio based upon
4 the relationship of their respective percentages of participation in the Contract Area to the aggregate of
5 the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
6 of interest in the remaining portion of the Contract Area.
7
8 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-
9 eration of or production from the well in the interval or intervals then open other than the royalties
10 retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
11  operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
12 templated by this agreement, plus any additional cost and charges which may arise as the result of
13 the separate ownership of the assigned well.
14
15 ARTICLE VII.
16 EXPENDITURES AND LIABILITY OF PARTIES
17
18 A. Liability of Parties:
19 '
20 The liability of the parties shall be several, not joint or collective. Each party shall be responsible
21 only for its obligations, and shall be liable only for its proportionate share of the costs of developing
22 and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILB. are
23 given to secure only the debts of each severally. It is not the intention of the parties to create, nor shall
24 this agreement be construed as creating, a mining or other partnership or association. or to render the
25 parties iiable as partners. It is not the iIntention of the parties that this contract is
26 made or intended for the benefit of any third person.
27 B. Liens and Payment Defaults:
28
29 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
30 security interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure
31 payment of its share of expense, together with interest thereon at the rate provided in the Accounting
32 Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
33 Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
34 of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
35 for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
36 rights or security interest as security for the payment thereof. In addition, upon default by any Non-
37 Operator in the payment of its shar_g of expense, Operator shall have the right, without prejudice to
38 other, rights or remedies, to collect from.the purchaser the proceeds from the sale qf such Non-Operator’s
e R e e I, 8L SRR S TR o B e, ey,
40 purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-
41 fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
42 erator's proportionate share of expense.
43
44 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of
45 a statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon request by
46 Operator, pay the unpaid amount in the proportion that the interest of each such party bears to the in-
47  terest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain reimburse-
48 ment thereof, be subrogated to the security rights described in the foregoing paragraph.
49
50 C. Payments and Accounting:
51
52 Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
53 incurred in the development and operation of the Contract Area pursuant to this agreement and shall
54 charge each of the parties hereto with their respective proportionate shares upon the expense basis pro-
55 vided in the Accounting Procedure attached hereto as Exhibit “C”. Operator shall keep an accurate
56 record of the joint account hereunder, showing expenses incurred and charges and credits made and
57 received.
58
59 Operator, at its election, shall have the right from time to time to demand and receive fr¥m the
60 other part:2s payment in advance of their respective shares of tiie estimated amount cf the exjéii"‘se to
61 be incurred in operations hereunder during the next succeeding month, which right may be exerciéé‘a only
62 by submission to each such party of an itemized statement of such estimated expense, toget with
63 an invoice for its share thereof. Each such statement and invoice for the payment in advanceftff esti-
64 mated expense shall be submitted on or before the 20th day of the next preceding mont '
65 shall pay to Operator its proportionate share of such estimate within fifteen (15) day$
66 timate and invoice is received. If any party fails to pay its share of said estimate withkg
67 amount due shall bear interest as provided in Exhibit “C” .ntil paid. Proper adju
68 made mo:: hly between advances and actual expense to the end that each party shall_b»‘*:u:l"”
69 proportionate share of actual expenses incurred, and no more, j o e
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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-

understood that the consent to the drilling or deepening shall include:

1
2
3
4 cept any well drilled or deepcned pursuant to the provisions of Article VI.B.2, of this Agreement, it being
5
6

10 [K] Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
11 such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
12 mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
13 receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
14  days) in which o elect to participate in the setting of casing and the completion attempt. Such elec:ion,
15 when made, shall include consent to all necessary expenditures for the completing and equipping of such
16 well, including necessary tankage and/or surface facilities. Failure of any party receiving such notice
17 to reply within the period above fixed shall constitute an election by that party not to participate in
18 the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
19  to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
20 plugging back” as contained in Article VIB.2. shall be deemed to include *“completing”) shall apply to
21 the operations thereafter conducted by less than all parties.

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

28
29 3. Other Operations: Operator shall not undertake any single project reasonably estxmated to require
30 an expenditure in excess of TWENTY FIVE THOUSAND-—-———==——---- “Dollars ($ 25,000.00 )

31 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
32 ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
33  ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
34 nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
35 the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
36 gency to the other parties. If Operator prepares “Authority for Expenditures” for its own use,
37 Operator, upon request, shall furnish copies of its “Authority for Expenditures” for an6 sm%le project

38 costing in excess of _FLFTEEN THOUSAND~==——=—==—mm === Dollars ($ ).
39

40 E. Royalties, Overriding Royalties and Other Payments:

41

42 Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of
43 1/8 of 8/8ths due on its share of production and shall hold the other parties ifree

44 from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
45 ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
46 the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account

47 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 raceived by such party, to any other party's lessor
or royalty owner; and If any such other party's lessor or royalty owner should demand and receive settlements on a higher price basis,
49  the party contributing such lease shall bear the royalty burden insofar as such higher price is concemed,

It is recognized by the parties hereto that In addition to each party’s share of working interest production as shown in Exhibit "A~,
such party shall have the right, subject to existing contracts, to market the royaity gas attributable to each lease which it
51 contributes to the Contract Area and to recelve payments dus for such royaity gas produced from or sllocated to such lease or leases.
52 1t 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 under its lease or

53 leases the proceeds attributable to their respectiva royalty interest and to hold all other parties hereto harmless for its failure to do so.

54 F. Rentals, Shut-in Well Payments and Minimum Royalties: . <
55 )

56 Rentals, shut-in well payments and minimum royalties which may be required under the terms of
57  any lease shall be paid by the party or parties who subjected such lease to this agreement at its & their
58 expense. In the event two or more parties own and have contributed interests in the same leas 1o this
59 agreement, such parties may designate one of such parties to make said payments for and on beh ‘of all

60 such parties. Any party may request, and shall be entitled to receive, proper evidence of all sul ,1' o]y -
61 ments. In the event of failure to make proper payment of any rental, shut-in well payment or n&" Mr;'mm
62 royalty through mistake or oversight where such payment is required to continue the lease i
63 any loss which results from such non-payment shall be borne in accordance with the provisions ;

64 IV.B.2,

66 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas wgll for. :e? ut-
67 ting in or return to production of a producing gas well, at least five (5) days (excluding e

68 day and holidays), or at the earliest opportunity permitted by circumstances, prior to i on.._
69  but assumes no liability for failure to do so. In the event of failure by Operator ["”"'6:,:“{1‘8 ;t """I\ior 1
70  Operator, ihe loss of any lease contributed hereto by Non-Operator for failure to mak__«_r_f._xgr_l_e_l)__'p_qyme_n_,t_s_:-,g,
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of any shut-in w2ll payment shall be borne jointly by the parties hercto under the provisions of Article
IV.B.3.

G. Taxes:

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

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

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

H. Insurance:

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

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

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties do not agree or consent thereto, the party desiring to surrender shall assign, without express
or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and
equipment which may be located thereon and any rights in production thereafter secured, to thefparties
not desiring to surrender it. If the interest of the assigning party includes an oil and gas interestezﬁe as-
signing party shall execute and deliver to the party or parties not desiring to surrender an oil Bid gas
lease covering such oil and gas :nterest for a term of one year and so long thereafter as oil an%r gas
is produced from the land covered thereby, such lease to be on the form attached hereto as Exhi¥it “B”.
Upon such assignment, the assirning party shall be relieved from all cbligations tiereafter ac uing,
but not theretofore accrued, with respect to the acreage assigned and the operation of any well h reon,
and the assigning party shall have no further interest in the lease assigned and its equi Tpents ' pro-
duction other than the royalties retained in any lease made under the terms of this Arti¢ z{ X p' rties
assignee shall pay to the party assignor the reasonable salvage value of the latter’s mte‘(r stx’m n "vells
and equirment on the assigned ncreage. Tre value of all material shall be determme:\ ,xgn:co ance
with the provisions of Exhibit “C"”, less the estimated cost of salvaging and the eshma_tgaﬁ{s” 'fu" -
ging and abandoning. If the assignment is in favor of more than one party, the aes{gned‘ interost s hall
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be shared by the parties assignee in the proportions that the interest of each hears to the interest of all
parties assignee.

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

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lease subject to this Agreement, all other parties
shall be notified promptly, and shall have the right for a period of thirty (30) days following receipt
of such notice in which to elect to participate in the ownership of the renewal lease, insofar as such
lease affects lands within the Contract Area, by paying to the party who acquired it their several proper
proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
which shall be in proportion to the interests held at that time by the parties in the Contract Ares.

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

without warranty
Each party who participates in the purchase of a renewal lease shall be given an assignment/of its
proportionate interest therein by the acquiring party.

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

The provisions in this Article shall apply also and in like manner to extensions of oil and gas
leases. The provisions of this Article VIII-B shall only apply to leases, or portions
of leases, located within the Unit Area.

C. Acreage or Cash Contributions:

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

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

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

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

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

—ﬁ 4

1. If non-consent operations are conducted pursuant to any provision of this agreement "fmd the
party conducting such operations becomes entitled to receive the production attributable; to the ip‘\terest
out of which the subsequently created interest is derived, such party shall receive samé fréd,and ‘clear
of such subsequently created intercst. The party creating same shall bear and pay all shch subscducnth
created interests and shall indemnify and hold the other parties hereto free and harmless from anv and

all liability resulting therefrom. — ‘_: : r_..\
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2. U the owner of the interest from which the subsequently created interest is derived (1) fails to
pay, when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
visions of Article VLE. hereof, or (3) 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
hereurder in the same manner as i such inturest were a working interest. For purpo-es of collecting
such chargeable expenses, the party or parties who receive assignments as a resuit of (2) or (3) above
shall have the right to enforce all provisions of Article VIL.B. hereof against such subsequently created
interest. '

E. Maintenance of Uniform Interest:

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

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

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

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

F. Waiver of Right to Partition:

If permitted by the laws of the state or states in which the property covered hereby s 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,
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interests in the Contract Area, it shall promptly give written notice to the other parties, withe#efT infor-

mation concerning its proposed sale, which shall include the name and address g & 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 priopagIi, for a period of ten (10) days after
receipt of the notice, to purchase on the same terms_aad“Tonditions the interest which the other party
proposes to sell; and, if this optional right.is~€xercised, the purchasing parties shall share the pur-
chased interest in the proportion at the interest of each bears to the total interest of all purchasing
parties. However, there shell"be no preferential right to purchase in those cases where any party wishes
to mortgage its-interests, 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
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+ ARTICLE IX. ' N
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship o"f part-
nership or an association for profit between or among the parties hereto. Notwithstanding any pro-
visions herein that the rights and liabilities hereunder are several and not joint or collective, or that this
agreement and operations hereunder shall not constitute a partnership, if, for Federal income tax pur-
poses, this agreement and the operations hereunder are regarded as a partnership, each party"‘hereby
affected clects to be excluded from the application of all of the provisions of Subchapter “K", (,hapter
1, Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Sectior 61 of
the Code and the regulations promulgated thereunder. Operator is authorized and directed. ‘Ef; eﬁ{ecu‘te on
behalf of each party hereby affected such evidence of this election as may be required 9 t r\etary
of the Treasury of the United States or the Federal Internal Revenue Service, including speéxﬁs% but
not by way of limitation, all of the returns, statements, and the data required by ederaI‘R‘ g_ula—
tions 1.761. Should there be any requirement that each v)arty hereby affected sive fdrthéy;,..; 3
this elect:on, each e party shall execute such docur. ots and furnii: such other evideneg as.uay be
required by the Federal Intcrna] Revenue Service or as may be nccessary to evidence-thid-election.: No
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55
56

such party shall give any notices or take any other action :nconsistent with the election made hereby.
If any present or future income tax laws of the state or states in which the Contract Area is located or
any future income tax laws of the United States contain provisions similar to those in Subchapter “K",
Chapter 1, Sut.title “A”, of the Inicrnal Revenue Code of 1954, under which an election similar to that
provided by Scction 761 of the Code is permitted, each party hereby aficcted shall make such election as
may be permitted or required by such laws. In making the foregoing election, each such party states that
the income derived by such party from Operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
penditure does ~ot exceed FIFTEEN THOUSAND==-————--—mc-mmmmmm o m o oo oo o Dollars
($15,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount
required for settlement exceeds the above amount, the parties hereto shall assume and take over the
further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
of the parties. If a claim is made against any party or if any party is sued on account of any matter
arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

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

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

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

ARTICLE XII.
NOTICES

All notices authorized or required between the parties, and required by any of the provisions of
this agreement. unless otherwise specifically provided, shall be given in writing bv United States mail
or Western Urior telegram, postage or :harges prepaid, or Tr teletype, and addre:sed to the party 0
whom the notice is given at the addresses listed on Exhibit “A’”. The originating notice given under any
provision hereof shall be deemed given only when received by the party to whom such notice is directed,
and the time for such party to give any notice in response thereto shall run from the date the originat-
ing notice is received. The second or any responsive notice shall be deemed given when deposited in
the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
or when sent by teletype. Each party shall have the right to change its address at any time, and from

time to time, by giving written notice herecof to all other parties. . Lfé;
ARTICLE XIIL o
TERM OF AGREEMENT *(::;.

I

i
This agreement shall remain in full force and effect as to the oil and gas leases and/or oil a"d;i%-as in-
terests subjected hereto for the period of time selected below; provided, however, no party hergtd shall
ever be construed as having any right, title or interest in or to any lease, or oil and gaginter 2 ‘ con-

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

her-by Prodlclion, extension, ro;

1
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[§ Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled
under any provision of this agreement, results in production of oil and/or gas in paying quantities, this
agreement shall continue in force so long as any such well or wells praduce, or are capable of produc-
tion, and for an additional period of 180 days from cessation of all production; provided, however,
if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in
drilling or reworking a well or wells hereunder, this agreement shall continue in force until such op-
erations have been completed and if production results therefrom, this agreement shall continue in
force as provided herein. In the event the well described in Article VI.A.,, or any subsequent well
drilled hereunder, results in a dry hole, and no other well is producing, or capable of producing oil
a d/or gas from the Contract Area, this agreement shall terminate unless drilling or reworking opera-
tions are commenced within __129__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 rom
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, ineluding, but not lim-
ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and in-
terpretation or constructi.n, shall be governed and determined by the law of the state in which the
Contract Area is located. If the Contract Area isin two or more states, the law of the state where most
of the land in the Contract Area is located shall govern.

ARTICLE XV.

| NN:tt miﬁ Z\DE M@t ;’ROVISIOZS ,WM hgﬂgg
Not included: }GO\NW 'es ‘ ~ |

. Notwithstanding any other provisions herein, if during the term of this agreement, a well is required
to be drilled, deepened, reworked, plugged back, sidetracked, or recampleted, ar other operaticn 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) earn or preserve an interest in and to o0il and/cr
gas and other minerals which may be owned by a third party or which, failing in such operation, ray revert
to a third party, or, (4) ocaply with an order issued by a regulatory body having jurisdiction in the
premises, failing in which certain richts would temminate, the following shall Y. Should less thanp all
ofﬂnpardesheretoelectmfarqcipateardpaytheirpmpordmatepartof costs to be incurred in
such operation, those parties desiring to‘_f;rrimpate shall have the right to do so at their sole cost,
risk, and expense. Pramptly fo ) conclusion of such operation, each of those parties not
participating agree to execute amd ver an_ appropriate assigrnment to the total interest of each
non-participating party in and to the lease, leases, or rights which would have temminated or which
otherwise may have been preserved by virtue of such cperation, and in-and to the lease, leases or rights

however, wells

o 0 o o»

within the of the drilling unit upon which the well was drilled, excepting, ,
theretofare campleted and capable of producing in paying quantities. Such assigrment be delivered to
the participating parties in the proportion that they bore the expense attributable to the
non-participating parties' interest. ' ' L.

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 priar written consent. ALl
production sold from the lease acreage, or lands pooled therewith, will be an am's length trade with a
t}érsmudefarty purchaser. It is expressly agreed if prior written consent is given to a party selling to

nselves, 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 bette.p price. In the event any party hereto, makes
an am's length trade with a thixd party purchaser, the remaining parties will have the opticn to also sell
at the same or higher price.

i
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ARTICLE XYVL
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.
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IN WITNESS WHEREOF, this agreement shall be effective as of _ 2:5C _ day of MBXCH
19.95
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OPERATOR
YATES PETROLEUM , CORPORATION
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By: 4 ?‘t‘,\
v "/ Attorney—-}.n/-Fact
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NON-OPERATORS
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STATE OF NEW MEXICO )
:SS
COUNTY OF EDDY )

BB B
W= o

The foregoing instrument was acknowledged before me this 21st day of
_March_ , 1995 py John A, Yates , Attorney-in-Fact
for YATES PETROLEUM CORPORATION, a New Mexico corporation, on behalf of said
corporatien.
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My commission expires:
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August 9, 1997
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Signature page attached to and made a part of that Operating Agreement
dated March 16, 1995 covering SE/4 Section 16-T19S-R25E between YATES
PETROLE i CORFORATICN as "Dpova2tor” and UNIT PEIRCL Y OOMPANY, et al
as "Non-DOperators", ' '
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NON-OPERATORS

UNIT PETROLEUM COMPANY

By:
Title
Stateof )
SS
Countyof )
The foregoing instrument was acknowledged before me this ____ day of
, 1995 by for UNI'I' PETROLEUM

COMPANY a corporation, on behalf of said corporation.

My commission expires:

Notary Public

NEARBURG EXPLORATION COMPANY

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

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

My commission expires:

Notary Public

EP@;_BSELLO
K et

</\\

State of Hawaii )
.SS

County of Honoluld

The foregoing instrument was aclmowledged before this Eis&ay of March 4995

by ERNIE BELLO, Individually.

My commission expires: ﬂ)@”‘y %/Mh/mu%

N{atary PUblic

11/25/98

Signature page attached to and made a part of that Operating Agreement dated
March 16, 1995 covering SE/4 Section 16-T19S5-R25E between YATES PETROLEUM
CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as “"Non-

Operators.”




NON-OPERATORS

FRANCES B. BUNN
M
State of HAWA U

City s iss

County of AONOLVLY )

The foregoing instrument was acknowledged before me thisZ 7#‘day of Moncin

, 1995 by FRANCES B. BUNN, individually.

- .
My commission expires: F AL LG 7 Spits o
/e 7 (3 Notary Public, 3%/ ¢ F </ F a7

J.W. GENDRON

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

JOSEPH R. HODGE

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

SANFORD J. HODGE, III

County of )

Ss

State of )

The foregoing instrument was acknowledged before me this day of
, 1995 by SANFORD J. HODGE, III, individually.

My comnmission expires:

Notary public

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

Opcrators.”




NON-OPERATORS

FRANCES B. BUNN

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

J.W. GENDRON

State cf )
'ss

County of )

The foregoing instrument was acknowledged before me this day of
, 1995 by JW. GENDRON, individually.

My commission expires:

Notary Public

JOSEPH R. HODGE

/

County of )

1)

State of )

[
The foregoing instrument was acknowledged before me this< 7 day of fPR(c
, 1995 by JOSEPH R. HODGE, individually.

My commission expires: M / e PAAAAAAAAAAAAAAAAAAAAAAAA

 blic ) 'J.\vp LLOYD D. HECKMANN
50495 : ,Z% NOTARY PUBLIC ¢
- 4 ) State of Texas ¢
4 s*» W;‘e’- Comm. }:\qx. 05-10-97 ]
SANFORD J. HODGE, I " mmmmsrsnnss mosmnar o)
Countyof )
: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
March 16, 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

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

J.W. GENDRON

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

JOSEPH R. HODGE

County of ___ )

.58

State of 545 )

The foregoing instrument was acknowledged before me this E’gay o%_
, 1995 by JOSEPH R. HODGE, individually.

My commission expires:

Notary Public

SANFORD J. HODGE, III

'*~__,_»-~-_ )& M,L -

County of CIO U /'-) )
-~ 'SS
State of 7/ gMS )

The foregoing instrument was acknowledged before me this May of 2/ (L

, 1995 by SANFORD J. HODGEAII, individually.
My c IO I RO TR r”

m BARBARA LOWRY /7 “Notary plﬁé

Notary Public, State of Texas

\/ﬁi My Commussion Expires 1-14-97

March 16 1995 covering SE/4 Sectxon 16-T19S-R25E between YATES PETROLEUM
CORPORATION as "Operator™ and UNIT PETROLEUM COMPANY, et al as “Non-
Operators.”




NON-OPERATORS

E.G. HOLDEN TESTAMENTARY TRUST

By:
Title:
State of )
:ss
County of )
The foregoing instrument was acknowledged before me this day of
, 1995, by , as for the E.G.

HOLLTN TESTANIZNTARY TRUST, on behaif of gaid trur-.

My commission expires:

Notary Public

ISAAC A. KAWASAKI

State of )
County of )

88

The foregoing instrument was acknowledged before me this day of
1995 by ISAAC A. KAWASAKI, individually.

My commission expires:

Notary Public

BETSY H. KELLER

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
March 16, 1995 covering SE/4 Section 16-T19S5-R25E between YATES PETROLEUM
CORPORATION as “Operator” and UNIT PETROLEUM COMPANY, et al as “Non-

Operators.”




NON-OPERATORS

CHARLES CLINE MOORE

State of 1€ VG5 )
'Ss

County of _|Uivilis )

The foregoing instrument was acknowledged before me this gzﬂ *day of vf Y l GACA—
, 1995 by CHARLES CLINE MOORE, individually.

My corumiscion expires:

Notary Public

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

TRSEST

A r
By: ~ C/'/? ////(
Title: ,,

20 Vice /?wq,
State of } ) )

County of e lg ))

The foregoing mstrument was acknowledged before me thls Lj%éay of [ ( \GA o

,1995by Yovovr & NeRaeir, , Sxecuhue ol %ﬁﬁlde{();‘ the BROWN
BROTHERS HARRIMAN TRUST, SUCCESSOR TRUSTEE OF THE AGNES CLUTHE
OLIVER TRUST, on behalf of said trust.

SSs

-~
Ve

My commission expires: \ [y, /1 JI/‘Z C/nu
No afypubhc

f; X lI! q L_)

TEXAS COMMERCE BANK, NAT.
ASSOCIATION, SUCC. IN INTEREST TO

s s KRoNE NEW FIRST CITY, TEXAS, SUCCESSOR
) G i TRUSTEE OF THE WILLIAM B. OLIVER
Uk 87 y 2
, TRUST
By:
Title:
State of )
S8
County of )
The foregoing instrument was acknowledged before me this ____ day of
, 1995 by . for the WILLIAM B,

OLIVER TRU::T on behalf of said trust

My commission expires:

Notary Public

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

Operators.”




NON-OPERATORS

CHARLES CLINE MOORE

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

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

TRUST
B?:
Title:
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

TEXAS COMMERCE BANK, NAT.
ASSOCIATION, SUCC. IN INTEREST TO
NEW FIRST CITY, TEXAS, SUCCESSOR
WILLIAM B. OLIVER

eV
VICE PRESIbéNT
S — & TRUSY OFFICER
State of \¢yNn< )
) ~ iSS
County of_Y\i¢1<) |
Wy \
The foregoing mstrument was acknowle;lg’gd; ,}?eliv.’oge me thlS(?\ ] day of vV
,1995by — °° - o acae s wfufor the WILEIAM B.

My commission expires:
SESESRERS ‘Notary Public
'JLLN\N R. LERVERA

OLIVER TRUST, on behalf of said trust. g ) \
,g‘;};;\!{:,a o /( é
/ / /(,( LA P ‘?‘A

My Connmiesion aomzs 4-2093 &

SEBEEEHH ’"R’!f

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




NON-OPERATORS

ADOLPH P. SCHUMAN

Stateof _ )

:SS
County of )

The foregoing instrument was acknowledged before me this day of
, 1995 by ADOLPH P. SCHUMAVN, individually.

My commission expires:

Notary public
SPACE BUILDING CORP.
By:
Title:
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

J. FREDERICK VAN

State of >°¥ ferz)
Pram . S
County of © °% "2~}

S

D
The foregoing instrument was acknowledged before me this K, day of
APR /L , 1995 by J. FREDERICK VA/I\ZVRANKEN, Jr., individually.

/71/’!/{/\/%/'7/

%tary public(

My commission expires:

BRENDA GLOVER
Notary Public, State of New York
No. 41-4989369
Quatified in Queens County
Commission Expires December 2, 19,7_5

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




NON-OPERATORS

YATES EMPLOYEES ‘87, LTD.

Y

4 Att{}y’( 4n¥ract

State of New Mexico )
'Ss
County of Eddy )

The foregoing instrument was acknowledged before me this 2315+ day of _ March
, 1995 by PEYTON YATES , Attomey-in-Fact for Yates Petroleum
Corporation, General Partner, a New Mexico partnership, on behalf of said

partnership. ,
4

o J824

My commission expires:

AUGUST 9, 1997

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

Operators.”




EXHIBIT “A"

ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED MARCH 16, 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, NNM.P.M.
Section 16;: SE/4

Containing 160.00 acres, more or less

Eddy County, New Mexico

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.

II. 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
First City, Texas, Succ. Trustee of .033034%
the William B. Oliver Trust
Adolph P. Schuman .033034%
Space Building Corp. .082586%
J. Frederick Van Vranken .033034%

TOTAL 100.00000%




III.

V.

EXHIBIT “A"

ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED MARCH 16, 1995 BETWEEN YATES PETROLEUM CORPORATION
AS "OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS "NON-

OPERATORS"

Leasehold Interest of Each Party:

1. Lessor:

Present Lessee:

Serial No. of Lease
Expiration Date:

Description:

2. Lessor:
Present Lessee:
Serial No. of Lease:
Expiration Date:

Description:

Addresses:

Nearburg Exploration Company
One Petroleum Center, Bldg. 8
Suite 100

3300 North "A" Street

Midland, Texas 79705

Unit Petroleum Company
P.O. Box 702500
Tulsa, Ok. 74170

Emie Bello
3325 Ala Akulikuli
Honolulu, Hawaii 96818

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

JW. Gendron
1280 Encino Drive
San Marino, Ca. 91108

David Goodnow
236 Ridgefield Road
Wilton, Ct. 06897

State of New Mexico

Yates Petroleum Corporation
Unit Petroleum Company

E-10167

HBP

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

State of New Mexico

Unit Petroleum Company, et al
LG-364

HBP

Township 19 South, Range 25 East, N.M.P.M
Section 16: NESE

Containing 40.00 acres, more or less
Eddy County, New Mexico

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

2001 Ross Avenue

Dallas, Texas 75201-2996

First City, Tx., Succ. Trustee of the
William B. Oliver Trust

P.O. Box 2558

Houston, Texas 77252

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

Space Building Corp.

250 Cape Highway
Route 44

East Taunton, MA 02718

J. F. Van Vranken

S.C. Bumnstein & Co.

727 5th Avenue

New York, New York 10153

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




EXHIBIT "A"
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED MARCH 16, 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 138 Harvard Avenue
Austin, Tx. 78703 Mill Valley, Ca. 94941
Sanford J. Hodge, III E. G. Holden Testamentary Trust
4324 Hanover Ave. 2524 Union Street
Dallas, Texas 75225-6748 San Francisco, Ca. 94123
Isaac A. Kawasaki Yates Petroleum Corporation
734 Kalanipuu Yates Employees ‘87, Ltd.
Honolulu, Hawaii 96825 105 South Fourth Street

Artesia, New Mexico 88210




Recemmended by the
Counail cf  Petroleum

h’@iblﬂ 5014 TuLsa 74101 Accountants Socicties of
North Americo

EXHIBIT “¢C*"

YALIS PETROLEUM. CORPORATION as "Uierarux! and UNIT PETROLEUM
COMPANY, et al as "Non-Operator."

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

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

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

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

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

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

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

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

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

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

3. Advances and Payments by Non-Operators

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

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

4. 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.

5. Audits e N
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 arc two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultancous audits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator.

G. Approval by Non-Operators

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

tors.
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II. DIRECT CIIARGES

Operator shall charge the Joint Account with the following items:
1. Rentals and Royalties
Lease rentals and royaliies paid by Operator ici the Juint Operations.
2. Labor

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

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

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

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a ‘“when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is uscd. the rate shall be bas2d on the Operater’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed bty governmental authority which are
applicable 0 Operator’s costs chargeable (0 the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II.

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

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

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

plus stocks shall be avoided.

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

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

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

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

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

the Parties.

7. Equipment and Facilities Furnished by Operator

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

B.. In iicu of charges in Paragraph 7A above, Opemtor may elect to use average commercial rates prevaiii: g 1n
the immediate arca of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

8. Damages and Losses to Joint Property
All costs or expenscs necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm, theft, accident, or other’cause, except those resulting from Operator’s
gross negligence or wiliful 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.

9. Legal Expense
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or rccover the Joint Property, except that no charge for services of Operator's legal staff
or fees or expense aof outside attorneys shall he made unless previously agreed to by the Purties. All other legal
expense is considered to be covered by the overhead provisions of Section II1 unless otherwise agreed to by the
Parties, except as provided . Section I, Parazraph 3.
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12.
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All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties.

Taxes

Insurance

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

Other Expenditures

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

1. OVERHEAD

Overhead - Drilling and Producing Operations

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

( ) 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.

il. 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 Cverhead - 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 provxdmg each completion is considered a separate
well by the governing regulatory:authority. :

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

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

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

(3) The well rates shall be adjusted as of the first day of April cach year following the cifective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by muiti-
plying the rate currently in use by the percentage increase or decrcase in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of averape weekly carnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The ad:usted rates sha'i be
the rates currently in use, plus or minus the computed adjustment.

~
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B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
(a) Development

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

(b) Operating

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

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

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

2. Overhead - Major Construction

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

of $.25,000.00

A. _5 9 of total costs if such costs are more than $25,000,00  but less than $_100,000,00 : plus

B. _3 o of total costs in excess of $_100,000.00 but less than $1,000,000; plus

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

Total cost shzll mean the gross ccst of any one project. For the purpose of this paragraph, the component narts

of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.
3. Amendment of Rates

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

1IV. 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 llaterial. 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. P il : <« s

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

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally 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 other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.
D. Obsolete XMlaterial
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 result in the Joint Actount 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 involvirng erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material.

3. Premium Prices

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

4. Warranty of Material Furnished by Operator

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

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

1. Periodic Inventories, Notice and Representation

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

2. Reconciliation and Adjustment of Inventories

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

3. Special Inventories

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

1

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




EXHIBIT “D"
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED MARCH 16, 1995 BETWEEN YATES PETROLEUM CORPORATION AS
“OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-OPERATORS"

U

ADDITIONAL INSURANCE PROVISICHNS

-

Cperator, during the term of this agreement,; shall carry insurance for the

benefit and at the expense of the parties hereto, as follows:

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

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

(B) Public Liability Insurance:

Bodily Injury - $500,000.00 each occurrence.

(C) BAutomobile 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 %o

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

acconnt




EXHIBIT "E"
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED MARCH 16, 1995 BETWEEN YATES PETROLEUM CORPORATION AS
"OPERATOR" AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-OPERATORS”

GAS BALANCING AGREEMENT

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

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

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

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

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. 1In addition to such share, each party, including
the Operator, until it has recovered its gas in place and balanced the gas ac-
count as to its interest, shall be entitled to take or deliver to its purchaser
a share of gas determined by multiplying 50% of the interest in the current gas
production of the party or parties without gas in place by a fraction, the numer-
ator of which is the interest in the proration unit of such party with gas in




place and the denominator of which is the total percentage interest in such pro-

ration unit of all parties with gas in place currently taking or delivering to a
purchaser.

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

6. If a proration unit ceases to produce gas and/or liquid hydrocar-
bons in paying cuantities before the gas account iz halsnced, settlement will ke
made retween th: underproduced and cverproduced parties. 1In 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 96, 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 year.

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

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




EXHIBIT “F"
ATTACHED TO AND MADE A PART OF THAT OPERATING AGREEMENT
DATED MARCH 16, 1995 BETWEEN YATES PETROLEUM CORPORATION AS ]
“"OPERATOR” AND UNIT PETROLEUM CORPORATION, ET AL AS “NON-OPERATORS

EQUAL EMPLOYMEMT OPPORTUNITY PROVISION

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

(1) The Operator will not discriminate against any employee or applicant
for employment because of race, color, religion, national origin or
sex. The Operator will take affirmative action to ensure that appli-
cants are employed, and that employees are treated during employment,
without regard to their race, color, religion, national origin or sex.
Such action shall include, but not be limited to the following: 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, naticnal origin or sex. :

(3) The Overator 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 Oéerator will comply with all provisions of-Executive Order 11246
of September 24, 1965, and of the rules, regqulations, and relevent orders
of the Secretary of Labor. N

(5) The Operator will furnish all information and reports required by Executive
Order 11246 of September 24, 1965, and by the rules, regulations, and orders
of the Secretary of Labor, or pursuant thereto, and will permit access to
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 oxrders.

(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 Governmen: contracts
in accordance with procedures authorized in Executive Order 11246 of
September 24, 1965, and such other sanctions may be imposed and remedies
invoked as provided in Executive Order 11246 of September 24, 1965, or by
rule, regulation, or order of the Secretary of Labor, or as otherwise pro-
vided by law.

Exhibit "r"
Page 1




(7) The Operator will include the provisions of Paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules,
regulations, or orders of the Secretary of Labor issued pursuant to
Section 204 of Executive Order 11246 of 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 sancticas for non-compliance:
Proviced, however, that in the event the Cicrator beconmes involved
in, or is threatened with, litigation with a subcontractor or vendoxr
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 Progress with Joint Pe-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thixrty (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. '

Operz:or further zchncwledses that 2 may e reg:iszd o dovelop 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

Cperator assures Mon-Orerators that it does not and will not
maintain or provide for its employees any segregated facilities at any
of its establishments, and that it does not and will not permit its
employees to perform their services at any location, under its control,
where segregated facilities are maintained. For this purpose, it is
understood that the phrase “segregated facilities” includes facilities
which are in fact segregated on a basis of race, color, religion, or
national origin, because of habit; local custom or otherwise. It is
further understood and agreed that maintaining or providing segregated
facilities for its employees or permitting its employvees to verform their
services at any location under its control where segregated facilities
are maintained is a violation of the equal opportunity clause required
by Executive Orcder 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 6C cf the Secretary cf Lonor dzted (fay 21, 1968, and
the provisions of the equal opportunity clause enumerated in contracts
between the United States of America and Non-Operators.

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

Exhibit "F"
Page 2




AFENO. [ 9512840}
AUTHORITY FOR EXPENDITURE AFE DATE 3/15/95
NEW DRILLING & RECOMPLETION ) i
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X {New Drilling X |oi X |Development Original
ARTESIA. NEWMEXICO88210 Recompletion Gas Exploratory Revised
TELEPHONE (505) 748-1471 Iniector Final
\a%0 \HH) :
LEASE NAME Boyd X [State Com. #9 PROJ'D DEPTH 8300°
COUNTY STATE New Mexico
LEGAL DESC. < 1980 1980’ BEL LOCATION Section 16-19S-25E
FIELD 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
920-110 Location, Right-of-Way 10,800 10,800
920-120 Drilling, Footage 8300' @ $16/it 140,700 140,700
920-130 Drilling, Daywork 3 days @ $4500/day 13,500 13,500
920-140 Drilling Water, Fasline Rental 18,000 18,000
920-150 Drilling Mud & Additives 10,000 10,000
920-160 Mud Logging Unit, Sample Bags 3,600 3,600
920-170 Cementing - Surface Casing 12,500 12,500
920-180 Drill Stem Testing, OHT No dst's
920-190 Electric Logs & Tape Copies 11,000 11,000
920-200 Tools & Equip. Rntl., Trkg. & Welding 6,300 6,300
920-210 Supervision & Overhead 7,500 7,500
920-220 Contingency
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 300 300
920-350 Cementing - Production Casing 30,000
920-410 Completion Unit - Swabbing 7,800
920-420 Water for Completion 1,100
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
920-480 Supervision & O/H - Completion 5,400
920-490 Additional LOC Charges - Completion 3,300
920-510 Bits, Tools & Supplies - Completion 2,300
920-500 Contingency for Completion 4,500
TOTAL INTANGIBLE DRILLING COSTS | 234,700 331,700]
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,200 15,700
930-020 Casing 9-5/8" @ 1200’ 16,800 16,800
7" @ 8300 80,000
930-030 Tubing 2-7/8" @ 7900" 21,500
930-040 Packer & Special Equipment YATES PETROLEUM CORP. 15,000
. . BEFORE EXAMINER STOGNER
940-010 Pumping Equipment NMOCD CASE NOS. 11310/11311 75,000
940-020 Storage Facilities DATE: 08/10/95
940-030 Separation Equip., Flowlines, Misc. EXHIBIT NO. g 30,000
940-040 Trucking & Construction Costs 10,000
TOTAL TANGIBLE EQUIPMENT COSTS { 19,000] 264,000
TOTAL COSTS | 253,700] 595,700
APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS
FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE.
Prepared > Operations
By Approval
%WNER SHARE
YATES /PETROLEUM CORPORATEON — [ 37.500000%
BY [ e DATE 3/21/95
YATES' EMPLOYEES '87 - #PR-— = [__.033034% |
BY S L DATE 3/21/95 ]
NEARRLIRG. EXPLORATION COMRANY { 37.500000%
By DATE
UL PETROLIEUM COMPANY [ 24,443924% |
By DATE form AFEND  (rev 4193




BOYD X STATE COM #9
Sec. 16-19¢-25E
Eddy County, New Mexico

/'”‘AM‘“’.‘\_\
ERNIE BELLO™ - —
o — N\ \, e
¢ By: e~ A \ F s
TR

FRANCES :". BUNX

By:

J.W. GENDRON

By:

DAVID GO DNOV.

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, il

By:

E. G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

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

BY

FIRST CITY, TEXAS, SUCCESSOR TRUSTEE
OF THE WILLIAM B. OLIVER TRUST

By:

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORPORATION

By:

AFE #95-128-0
Date:3/15/95
Page 2

SHARE
0.033034%

DATE S 27/ e

$.723034%

DATE
0.049552%

DATE
0.N35034%

DATE
0.005506%

DATE
0.005506%

DATE
0.016517%

DATE
0.033034%

DATE
0.016517%

DATE
0.082586%

DATE
0.033034%

DATE
0.033034%

DATE
0.033034%

DATE
0.082586%

DATE




BOYD X STATE COM #9
Sec. 16-19S-25E
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES B. BUNN

By:/-ta@”cgp B . B.HAJL

J.W. GENDRON

By:

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,
SUCCESSOR TRUSTEE OF THE AGNES
CLUTHE OLIVER TRUST

BY

FIRST CITY, TEXAS, SUCCESSOR TRUSTEE
OF THE WILLIAM B. OLIVER TRUST

By:

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORPORATION

By:

AFE #95-128-0
Date:3/15/95
Page 2

SHARE
0.033034%

DATE

0.033034%
DATE 34151015

0.049552%
DATE

0.033034%
DATE

0.005506%
DATE

0.005506%
DATE

0.016517%
DATE

0.033034%
DATE

0.016517%
DATE

0.082586%
DATE

0.033034%
DATE

0.033034%
DATE

0.033034%
DATE

0.082586%
DATE




BOYD X STATE COM #9
Sec. 16-19S-25E
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES B. BUNN

By:

J.W. GENDRON

By:

DAVID GOODNOW

By:

JOSEPH R. HODGE

By: /M/%

SANFORD J. HODGE, 1ll

By:

E. G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

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

BY

FIRST CITY, TEXAS, SUCCESSOR TRUSTEE
OF THE WILLIAM B. OUIVER TRUST

By:

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORPORATION

By:

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

AFE #95-128-0
Date:3/15/95
Page 2

¢ 12/

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%




BOYD X Si..TE COM #9
Sec. 16-19S-25E
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES B. BUNN

By:

J.W. GENDRON

By:

DAVID GOODNOW

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, il

W e
By: e

.

P g

!
\

E. G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAK]

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

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

BY

FIRST CITY, TEXAS, SUCCESSOR TRUSTEE
OF THE WILLIAM B. OLIVER TRUST

By:

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORPORATION

By:

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

W\

:;,f,:‘( {q‘

AFE »45-128-0
Date:3/15/95
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%
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BOYD X STATE COM #9
Sec. 16-195-25E
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES [:. BUNN

By:

J.W. GENDRON

By:

DAVID GCODNTW

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, il

By:

E. G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

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

" AT T

Clree Loy

FIRST CITY, TEXAS, SUCCESSOR TRUSTEE
OF THE WILLIAM B. OLIVER TRUST

By:

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORPORATION

By:

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

AFE #95-128-0
Date:3/15/95
Page 2

SHARE
0.033034%

0.023034%

0.049552%

0.£33034%

0.005506%

0.005506%

0.016517%

0.033034%

0.016517%

0.082586%

0.033034%

DATE F3-R &~ 75

DATE

DATE

DATE

0.033034%

0.033034%
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BOYD X STATE COM #9
Sec. 16-19S-25E
Eddy County, New Mexico

ERNIE BELLO

By:

FRANCES .. BUNN

By:

J.W. GENDRON

By:

DAVID GOODNOW

By:

JOSEPH R. HODGE

By:

SANFORD J. HODGE, 1l

By:

E. G. HOLDEN TESTAMENTARY TRUST

By:

ISAAC A. KAWASAKI

By:

BETSY H. KELLER

By:

CHARLES CLINE MOORE

By:

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

BY

" ’!: s.< L/f%i\l( l“
FIRST CITY TEXAS, SUCCESSOR TRUSTEE

OF THE WILLIA . OLIVER TRUST

Lo

¢

Aoy YT TL TN VICE PRESIDENT
: : & TR G L

ADOLPH P. SCHUMAN

By:

SPACE BUILDING CORPORATION

By:

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

DATE

AFE #95-128-0
Date:3/15/05
Page 2

SHARE
0.033034%

C.033034%
0.049552%
0.033034%
0.005506%
0.005506%
0.016517%
0.033034%
0.016517%
0.082586%

0.033034%

0.033034%

219§

0.033034%

0.082586%




BOYD X STATEC K =3 AFE #95-128-0
Sec. 16-19S-25E Date:3/15/95
Eddy County, New Mexico Page 3

~J, FREDERICK VAN VRAM 0.033034%
BY Ulw DATE ?ZJHS(




— STATE 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

CERTIFICATE OF MAILING
AND

COMPLIANCE WITH RULE 1207

In accordance with Division Rule 1207, I hereby certify that
on May 17, 1995, correspondence transmitting copies of the applica-

tion filéﬁ in and providing notice of the hearing of the above-
referenced case, were mailed to the individuals and entities listed

on Exhibit "A" attached hereto.
A copy of representative correspondence and all return receipt
cards and unclaimed envelopes are attached hereto as Exhibit "B".
Respectfully submitted,

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

/uf:/z g—(o‘é/
Ernest L. Carroll

P. 0. Box 1720
Artesia, New Mexico 88211-1720

(505)746~3505

Attorneys for Yates Petroleum Corp.

STATE OF NEW MEXICO )
ss.

COUNTY OF EDDY )

SUBSCRIBED AND SWORN% this August 8, 1995.

: Notary\g}lblr
My commission expires:

/[~ 1 7-F7

.‘ YATES PETROLEUM CORP.

BEFORE EXAMINER STOGNER
NMOCD CASE NOS. 11310/11311

DATE: 08/10/95
EXHIBIT NO. ____Qz_____



Unit Petroleum Company
P. 0. Box 702500
Tulsa, OK 74170

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

Joseph R. Hodge
2900 Northwood Road
Austin, TX 78703

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

Charles Cline Moore
605 Market Steet
9th Floor
San Francisco, CA 94105

Adolph P. Schuman
2701 16th St.
San Francisco, CA 94104

Nearburg Producing Co.
3300 North "A" st.
Bldg. 2, Suite 120
Midland, TX 79705

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

Sanford J. Hodge
4324 Hanover Avenue
Dallas, TX 75225

Isaac A. Kawasaki
734 Kalanipuu
Honolulu, Hawaii 96825

Brown Brothers Harriman Trust, Succ.
of the Agnes Cluthe Oliver Trust
2001 Ross Ave., Suite 1150
Dallas, TX 75120

Space Building
250 Cape Highway

Route 44
East Taunton, MA 02718

EXHIBIT

A




Ernie Bello
3325 Ala Akulikuli
Honolulu, Hawaii 96818

David Goodnow
236 Ridgefield Road
Wilton, CT 06897

Betsy H. Keller
2524 Union Street
san Francisco, CA 94123

Texas Commerce Bank, N.A. for
William B. Oliver Trust
P. 0. Box 2558
Houston, TX 77252
Attn: Dave Parker

J. Frederick VanVranken, Jr.
c/o S.C. Bernstein & Co., Inc.
767 5th Avenue, 20th Floor
New York, New York 10153




LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL. P. A.
MARY LYNN BOGLE 300 YATES PETROLEUM BUILDING TELEPMONE
ERANEST L. CARROLL P ©. BOX 1720 (808) 748- 3808
JOEL M. CARSON
DEAN 8. CROSS ARTESIA, NEW MEXICO 882ii-1720 ;or';‘.c:: .
JAMES E. HAAS (sos) 3
A.J. LOSEE

~ May 17, 1995

BARRY O. GEWEKE

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Unit Petroleum Company
P. 0. Box 702500
Tulsa, OK 74170

Application of Yates Petroleum Corporation
for Compulsory Pooling, Eddy County, New
Mexico/Boyd X State Com #9 Well

Re:

Gentlemen:

This office represents Yates Petroleum Corporation. On May 17,
1995, the above-referenced Application was sent for filing by
Yates Petroleum Corporation for an order pooling all of the
mineral interests underlying the SE/4 of Section 16, Township 19
South, Range 25 East, N.M.P.M., Eddy County, New Mexico. A copy
of that application is enclosed for your information.

This matter will be set at the next available hearing date. Be
advised that any party wishing to appear must file a prehearing
statement by the Friday prior to the date of hearing, and any
party wishing to receive other parties’ prehearing statements or
pleadings must file an entry of appearance. If you do not intend
to protest said Application, enclosed you will find a waiver
whereby you can make that decision known.

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

Very truly yours,

I,OSEE, CARSON, HAAS & CARROLL, P.A.
Ernest L. Carroll

ELC:kth
Enclosure

EXHIBIT

B




o Complete items 3, and 42 & b.

© Print your name and address on the rsverse of this form 30 that we can
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ShoSis2is2] 2| 3] :| & = ] not permit.
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§ © Attach thes form 10 the front of the meipiece. or on the back if pece 1. O Addressee’s Address
$oes not permit.
¢ Write “Retum Receipt Requested’ on the meilpigce below the articie aumber trict i
* The Retum Receipt will show to whom the article was deliversd and the date 2. DM ed Delivery

S delivered. - Consult p for fee.
2 Bt Pt P dtim Company 4. Amdo Number qg, ]
§ P. 0. Box 702500 Z T 2 A4 34—(4
§ Tulsa, OK 74170 Dﬂeﬂlﬂm O insured
SCentified = [J COD
0O express [J Return Recaipt for
Merchandise

7. Date of Delivery

S5—/F-Fs5—
8. Addressee’s Address (Only if rmuestr-
and fee is paid)

DD

&| 5 Signature (Add%

6. Signatugd (Agark ’
|

PS » December 1991  sus.0r0: 1900—327¢  DOMESTIC RETURN RECEIP

{is your

ENDER: . .
« Complete items 1 andjor 2 for additional services. | also wish to receive t
* Compiete items 3, snd 42 & b. following services (for an extr
* Print your name and sddress on the reverse of this form so that we cen fee):
retum this card 1o you. :

e Attach this form to the fromt of the mailpiece, or on the back if space 1. O Addressee’s Address
does not permit. )

! * Writs “Retum Receipt & 4’ on the maiipisce below the articie number | 2. [ Restricted Delivery

' . mnammmwamwmwmmm-mmmmm
delivered. Consult p: for fee.

e ;M

4b. Service Type

-g 3. Article Addressed to:
% Joseph R. Hodge
o

2900.Northwoogl Road Registered  {J Insured .
Austin, TX 78703 ertified O cop '
Express Muit Rnum Roceupt +

7. Date of

8. AddresSde’l Atdrésd (Only if r

&l 5. Signature (Addressee} -
and fee is paid)

|
T

. Signature (Agent)

|
L
"
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N

e

is your R

Is your RETURN ADDRESS compieted on the reverss side? :

SENDER:

o Complete itams 1 and/or 2 for sdditionsl services. | also wish to receive the
s Complete items 3. and 42 & b. following services {for an extra
* Print your name and sddress on the reverse of this form 30 that we can | feq):

ratum this card 10 You.

« Artach tis form to the front of the mailpiece. or on the back if space 1. [ Addressee’s Address

& doss not permit. .
* Write *'Return Receipt R ”* on the maiipidce below the article number. 2. [ Restricted Delivery

averse side?

* The Retum Receipt will show mmm.mchwudolmmwmdn!
deliversd. C it for fee.
Article Addressed to: 4a. Article Number

=2 )53 49¢€ 353

4b. Service Type
[0 Registered O insured

B Cenified -~ (1 cCOD
i Return Receipt for
[0 express Mait [ R e

7. Date of Delivery

3.
J. W. Géndron

1280 Encino Drive
San Marino, CA 91108

completed on the

-
8. Addressee’s Address {Only if requeste
and fee is paid}
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1=

o
0
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2
e
3
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T

ENDER: ; .
* Complete items 1 and/or 2 for additional services. t also wish to receive [the
» Complete items 3. and 48 & b. following services (for an extra
e Print your name and sddress on tha reverss of this form so that we can foe):
return this card to you. -

o Attach this form to the front of the mailpiece, or on the back it space 1. O Addressee’s Address
does not permit.

= Write “’Return Receipt Re * on the mailpiece below the article number. 4 i

 Tha Raturm Raceips el show 1 v o wtcre was ouvered st e aosa| _ 2- 1 Restricted Defivery
deliversd, Consult postmaster Tor fee.

4a. Amclo Number

= /S3 4‘17352

4b. Service Type
[ Registered O insured

APCertified O coo
i Return Receipt for

0 Express Mail (] et
7. Date ;boiworv
515 TS5 _

8. Addrasaee’s Address (Only if "T“u

Article Addressed t0:

3
Nearburg Producing Co.
3300 North "A" St.
Bldg. 2, Suite 120
Midland, TX 79705

5. Signature ! ressee)

LA
ture (Agent)

and fee is paid)
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s Complete items 3, and 48 & b.

* Print your name and sddrass on the reverse of this form 30 that we can

return this card 10 you.

© Artach this form to the front of the madpiece, or on the back if spece
below the article number

does nNat permit.

a" on the

* Write ""Return R

* The Astumn Receipt will show to whom the srticle was deliverad snd the dete

delivered.

followi w(u:u 2 {for an eftra
1.0 Addr&u_o’s Addfess

2. (] Restricted Delivery
Consuit postmaster for fee.

3. Anticls Addressed to:

Cluthe Oliver Trust
2001 Ross Ave.,
1150

Dallas, TX 75120

Brown Brothers Harriman
Trust, Succ. of the Agnes

Suite _

43a. Article Number

=5 3 45¢35¢

4b. Service Type
(] Registered 0 tnsured

Keniied . [ cOD
[ express Mait (3 Return Receipt for
Merchandise |

&{ 7. Date of Delivery

6. Signature (Addressee)

8 AddrdL Address {Only if requestaE

) .&m-m paid)
» "\

PS F¥m

B11, December 1991  aus.a0: 1M7|4ﬁssnc RETURN RECEIPT

Complete itema 3, and 42 & b.

return this card 1o you.

s Attach this form to the front of the maiipiece, of on the back if space

does not permit.

Complete items 1 and/or 2 for additionsl services.
Print your neme snd addrass on the reverse of this form so that we can

. wm"mnmaw':mmmmmw

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

1. O Addressee’'s Address

2. [0 Restricted Delivery

* The Retum Receipt will show 10 whom the srticie was daliversd and the date
5 delivered. Consult p for fee.
3 3. Article Addressed to: 4s. Anrticle Nu%
§ J. Frederick VanVranken, |Z- IS3 498 302
Jr. bb SO_rviooTvP!V‘j' o
§ c/o S.C. Bernstein & Co., 82""‘"’"’ = é‘;‘g
767 Sth Avenue, 20th O Exw"““"’m“ 0 Retur Recsipt fof
¥ Floor o Merchandise |
New York, New York 10153 7.

Jlt60f10)0|¥y

« —

E 5. Sigiatude (Addresses) 8. Addressee’'s Addre: nly if requeste
A and fee is paid)

&l 67 Signature (Agent)

5

% PS Form 3811, December 1991  #us. ako: 18es-274  DOMESTIC RETURN RECEIP

o

SENDER:
* Complete items 3, and 42 & b.
return this card to you. -

does not permit.
d’* onthe

o

* Complate items 1 and/or 2 for additional services.
* Print your name and address on the reverse of this form so that we can
. Amhmsymtomma"ﬂ,-omm,ﬂmmbnkilm

below the article number

* Write “‘Return R

e R,
D

%4 o The Retumn Receipt will show to whom the articie was defivered and the date

| also wish to receive th

fee):
1. [0 Addressee’s Address

2. [J Restricted Delivery
Consult postmaster for fee.

following services (for an extrp

: g delivered.

b 3. Article Addressad to: 4. Anicl_o Numl

¥ David Goodnow % s{b 37 ?8(‘53

E 236 Ridgefield Road D Registored . 0 Insured

8 wilton, CT 06897 " ,

@ ’ BT Certified Ocoo

g [J Express Mait ] a‘%’;‘a’::fsz"m fof

7. Date of Delivery t

2 Sl

= 8. Addressee’s Address (Only if requesfed
a and fee is paid}

E 6. Signature (Agent)

2 PSForm 3817, December 1991 #vs.0p0, 102714 DOMESTIC RETURN RECEI

SENDER:

* Complete items 3, and 48 & b.

return this card to you.

d’* on the

* Complete items ) andior 2 for additional services.
* Print your nsme and sddress on tha reverse of this form so that we can

* Attach this form to the front of the mailpiece, or on the back if space
Delow the article number

the reverse side?

® The Return Receipt will show to whom the article was delivered and the date
€ delivered.

| slso wish to receive

fee):
1. [0 Addressee's Addres

2. [ Restricted Delivery
Consult p ter for fee.

the
following services (for an extra

3. Article Addressed to:

l.‘i Ernie Bello
3325 Ala Akulikuli
Honolulu, Hawaii 96818

§

=753 day 5%

4b. Service Type

(3 Registered 3 tnsured
“B3 Centified O coo
[ Express Mait [0 Return Receipt
Merchendise

7. Dm?%.g/ﬂf

for

8. Addredsee’s AMddress (Only if requs
and fee is paid)

pstec
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LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL,P. a.
300 YATES PETROLEUM BUILDING
P. O. BOX 1720
ARTESIA, NEW MEXICO 882i1-1720

LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL,P. A.
300 YATES PETROLEUM BUILDING
©. 80X 1720
ARTESIA, NEW MEXICO 88211-1724

SENDER:
s Complste items 1 and/or 2 for additionsl services.
E * Completeitems 3, and 40 & b.

¢ Print your name snd address on the reverse of this form so thet we can

return this card to you.

* Attach this form to the front of the mailpiecs. or on the back if space

below the srticle number
. Tm:dmﬂnmnmummm-ummmm

does not permit.
* Write “Retum Receipt A

d" on the

£

| slso wish to receive the
following services (for an sxtrs
fee):

1. O Addressee’s Address

2. O Restricted Delivery
Consult postmaster for fee.

? 3. Article Addressed to: 43. Acticle Number,

g Texas Commerce Bank, N.A. s.lwggmg M
for William B. Oliver anmmw T3 insured

S 'll;rugt Box 2558 A5 Certitied O cop

. « BOX [ express Mait (3 Return Receipt tor
Houston, TX 77252 e < Gereay— yeshandlss
Attn: Dave Parker ' hw ?2 1995
5. Signature (Addressees) 8. Addressee’s Address (Only if requested
— t and fee is paid)
. Signature > -
Toa/
> PS Form 3811, December 1991  sus.0r0: 1es-—327¢  DOMESTIC RETURN RECEIPT
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CERTIFIED

Z 153 498 349

4 Union Street

CERTIFIED

Z 253 498 3bD

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

.G. Holden Testamentary Trust
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LAW QFFICES

LOSEE, CARSON, HAAS & CARROLL,P. A. Z 153 498 354

300 YATES PETROLEUM BUILDING
r.o. s0x 1720 MAIL
ARTESIA, NEW MEXICO 88211-1720

e

Sanford J. Hodge Ist Nejy
4324 Hanover Avenue 2nd Notice
Retur

Dallas, TX 75225

% ] LIy

|‘!IE'I'I‘H!'!l‘.ll!l!l!'l‘!‘"‘

7z 153 ug9s 351

Receipt for
1’ Certified Mail
No insurance Coverage Provided

by M Do not use tor International Mail

0 31
e SECE

(See Reverse)
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STATE 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 casg No. /1310

WAIVER

ERNIE BELLO, as an interest owner, hereby acknowledges receipt
of the Application captioned herein and waives objection to the
Application of Yates Petroleum Corporation for an order pooling the
mineral interests underlying the SE/4 of Section 16, Township 19
South, Range 25 East, NMPM, Eddy County, New Mexico.

YATES PETROLEUM CORP.
BEFORE EXAMINER STOGNER
NMOCD CASE NOS. 11310/11311
DATE: 08/10/95
EXEIBIT NO.



STATE 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, D
NEW MEXICO case no. [/ 3/

WAIVER

DAVID GOODNOW, as an interest owner, hereby acknowledges
receipt of the Application captioned herein and waives objection to
the Application of Yates Petroleum Corporation for an order pooling
the mineral interests underlying the SE/4 of Section 16, Township
19 South, Range 25 East, NMPM, Eddy County, New Mexico.

,{/@zz,‘;/%%f’w*

(4
Date: (A’/fr




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, 1120
NEW MEXICO CASE NO. (

¥WAIVER

SPACE BUILDING CORP., as an interest owner, hereby acknowledg-
es receipt of the Application captioned herein and waives objection
to the Application of Yates Petroleum Corporation for an order
pooling the mineral interests underlying the SE/4 of Section 16,
Township 19 South, Range 25 East, NMPM, Eddy County, New Mexico.

N A

Title:_ yresident

Date: 5\' z}—\lqg




STATE 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, , { 3 D
NEW MEXICO CASE NO. (

WAIVER

FRANCES B. BUNN, as an interest owner, hereby acknowledges
receipt of the Application captioned herein and waives objection to
the Application of Yates Petroleum Corporation for an order pooling
the mineral interests underlying the SE/4 of Section 16, Township
19 South, Range 25 East, NMPM, Eddy County, New Mexico.

_ Frnauwmm BBusa

Date: S ! '\J‘;lﬂﬁ




STATE 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. [ ] 21 O

WAIV

BROWN BROTHERS HARRIMAN TRUST, SUCC. OF THE AGNES CLUTHE
OLIVER TRUST, as an interest owner, hereby acknowledges receipt of
the Application captioned herein and waives objection to the
Application of Yates Petroleum Corporation for an order pooling the
mineral interests underlying the SE/4 of Section 16, Township 19
South, Range 25 East, NMPM, Eddy County, New Mexico.

Brown Brothers Harriman Trus
Company of Texas, TAISTE ;(
Title: Txorotive-Vice-Prosidost £ _

Date: S~22X-95




STATE 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, //‘5169
NEW MEXICO CASE NO.

WAIVER

J. FREDERICK VANVRANKEN, JR., as an interest owner, hereby
acknowledges receipt of the Application captioned herein and waives
objection to the Application of Yates Petroleum Corporation for an
order pooling the mineral interests underlying the SE/4 of Section
16, Township 19 South, Range 25 East, NMPM, Eddy County, New
Mexico.

pater_ 0[5/ T
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YATES PETROLEUM CORP.

BEFORE EXAMINER STOGNER
NMOCD CASE NOS. 11310/11311
DATE:

08/10/95
EXHIBIT NO. [©

Yates Petroleum Corporation

STRUCTURE MAP
TOP OF CANYON DOLOMITE
BOYD "X" STATE COM #9

Gen: Brent Moy 8/7/35

Scale 1:24000. ddboydst gpt




YATES PETROLEUM CORP.
BEFORE EXARMINER STOGNER
NMOCD CASE NOS. 11310/11311

DATE: 08/10/95
EXHIBIT NO. /t

rates Patraleym CO([‘:ON]?im

Cens Brent May

KET 1SOPATH
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Compulsory Pooling Application
SE/4 Section 16, T19S - R25E
Eddy County, New Mexico

Drilling Cost Comparison between YPC and NPC

YPC Wells and Actual Expenditures

VOIGHT AJD COM #1 $907,211 March, 1992
ROSS EG FED #10 $688,810 September, 1992
VOIGHT AJD COM #2 $630,553 October, 1992
BOYD X ST COM #2 $644 634 December, 1992
HOOPER AMP #1 $838,138 May, 1993
HOOPER AMP #2 $629,776 July, 1993
BOYD X ST COM #4 $602,153 November, 1993
VOIGHT AJD COM #3 $590,492 November, 1993
BOYD X ST COM #3 $543,038 April, 1994
LORENE ANN #1 $613,539 September, 1994
ASPDEN AOH FED COM #1 $594,793 Cctober, 1994
STATE K #3 $785,154 October, 1994
HINKLE ALD #1 $686,312 November, 1994
TACKITT AOT #1 $672,976 December, 1994
BOYD X ST COM #6 $643,273 April, 1995
HINKLE ALD #2 $616,390 April, 1995
PATRIOT AIZ COM #10 $683,013 May, 1995
TACKITT AOT #3 $596,038 May, 1995
Average for YPC $664.794

NPC Wells and Actual Expenditures

FOSTER FED. 31-L #2 $780,883 October, 1990
FOSTER 31 FEDERAL #3 $698,233 November, 1993
TACKITT AOT #2 $765,343 September, 1994
DAGGER DRAW 31 FED #6 $635,118 QOctober, 1994
Average for NPC $719.895

YATES PETROLEUM C
BEFORE EXAMINER STOG,
NMOCD CASE NOS. 113
DATE: 08/10/95
EXHIBIT NO. e




