SR S. P. YATES -
I E 5 CHAIRMAN OF THE BOARD

MARTIN YATES. l | .
1912 - 1985 // FETRDLEUM JOHPt:"lEASIDYEﬁTTES
A e oo | ¢ CORPORATION Exerote ViCe PrEsmeNT
RANDY G. PATTERSON
105 SOUTH FOURTH STREET DEN;IE;R;T‘KTLSEV
ARTESIA, NEWMEXICO88210 TREASURER

TELEPHONE (505) 748-1471

December 2, 1997

Amerind Qil Company Ltd.
415 West Wall Street CERTIFIED MAIL
Midland, Texas 79701-4467 RETURN RECEIPT REQUESTED

RE: Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760" FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

Also enclosed is one (1) copy of the Operating Agreement with an extra signature
page. Please retum the signature page only.

Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

BEFORE THE
OIL CONSERVATION DIVISION

Santa Fe, New Mexico Robert Bullock

Landman

Case Nos. _ 11934 (consolidated with 11958 and 11959)
ExhibitNo. _ 2

Submitted by:__Yates Petroleum Corporation
Hearing Date:___ May 14, 1998
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US Postal Service

Receipt for Certified Mail

No insurance Coverage Provided.

Do not use for intemnational Mail (See reverse
Sent to

Amerind Qil Company 1 td

278 ANEE Wall Street
RAtexas- /9/01-4467

Postage $

Certified Fee

Spedial Delivery Fee

Restricted Delivery Fee

Retum Receipt Showing 10
Whom & Date Delivered

Retumn Receipt Showing to Whom,
Date, & Addressee's Address

TOTAL Postage & Fees $

Postmark or Date

(Vm#\B 26/%

PS Form 3800, Aprii 1995

SENDEH: )
. %p‘e&e items 1 andl?r‘ng f%r additional services. | also wish to recsive the
] piete items 3, 4a, 4b. following services (fi
»Print your name and address on the reverse of this form so that we can retumn this extra feg)' es (for an

card to you. . .
= Attach this form to the front of the mailpiece, or on the back if space does not 1. O Addressee’s Address

permit.
sWrite *Raturn Receipt Requested” on the mailpiece below the article number. i i
lTh«_a Retum Receipt wiil show to whom the article was delivered and the date 2. [ Restricted Dehvery
delivered. Consult postmaster for fee.

3. Article Addressed to: 4a. Article Number
2 35/ (,92 33/

o 4b. Service T
Amerind Oil Company Ltd. O R:;f:m:p ° & Certfied

415 West Wall Street O Express Mail
. D l
Midland, Texas 79701-4467 0 Retu:n RmztforMemhandse ) c"cs;ged
7. Date qf Delivery
12

5. Received By: (Print Namae) 8. Addressee’s Address (Only if requested
and fee is paid)

ﬁ,

4

6. Signature: (Addresses or Age.

XD ppnn e O #3 f(é/,éf

PS Foty( 3811, December 1994 102s9597-80179  Domestic Return Receipt

Is your RETURN ADDRESS completed on the reverse side?

ank you for using Return Receipt Service.




AFE NO. 97-343-0
_ M AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
/ f CORPORATION NEW DRILLING & RECOMPLETION
AFE Type: Waell Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oil Development Original
ARTESIA. NEWMEXICO88210 Recompletion X |Gas X |Exploratory || Revised
TELEPHONE (S05) 748-1471 Injector || Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-180 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
§20-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000|
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ) 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100{
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS { 591,100/ 807,700}
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000{ -
930-020 Casing 11-3/4" @ 450" 7,600 7,600
8-5/8" @ 4650’ 56,500 56,500
5-1/2" @ 12,600’ 93,000} -.
930-030 Tubing 27/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500/ -
TOTAL COSTS | 657,200] 1,213,200]

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 AL SPRINGER Approval
OWNER SHARE
| |
BY '
L J
BY
I J
BY




MARTIN YATES, il

1912 - 1985

FRANK W. YATES

1936 - 1986

W g “ Y T E 5 o CHAIRSD;APN' OvFﬁ:EE:C)ARD
) PETROLELUM o™

CORPORATION
““““““““ LR EXECUTIVE VICE pRESIDE‘NT
RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXICO 88210 TReasURER

TELEPHONE (505) 748-1471

February 11, 1998

Amerind Oil Company, Ltd.
Suite 500 Wilco Building
415 West Wall Street
Midland, Texas 79701-4467

RE: Farmout Letter Agreement

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4

Lea County, New Mexico

Gentlemen:

Please find enclosed two (2) copies of the Farmout Letter Agreement for the captioned.
If you find everything in order, please execute and return both copies to Yates
Petroleum Corporation for our signature. We will return one (1) signed original to you.

Also enclosed is a copy for you records of our C-101 for the Field “APK" State Com. #3
proposed well.

If you have any questions regarding this matter, please contact me.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION

Robert Bullock

Landman
RB/f calthd Mhry A Broce 2-30-99 1 <hr o
enclosure(s) /
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istrict [

D _ State of New Mexico Form C-101
PO Box 1980, Hobbs, NM 88241-1980 Energy, Mincrals & Natural Resources Department Revised October 18, 1994
District II . Instructions on back
811 SouthFin, Ancsia, NM 88210 OIL CONSERVATION DIVISION Submit to Appropriate District Office
District I _ ) 2040 South Pacheco State Lease - 6 Copies
1000 Rio Brazos Rd., Aziee, NM 87410 Santa Fe, NM 87505 Fee Lease - 5 Copies
District IV =
2040 South Pacheco, Santa Fe, NM 87505 D AMENDED R.EPORT .
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE
! Operator Name and Address. ? OGRID Number
Yates Petroleum Corporation : 025575
105 S. 4th Street .3 API Number
Artesia, New Mexico 88210 30-0
* Property Code . $ Property Name _ * Well No.
Field "APK" state Com. 3
7 Surface Location
ULorlot no. | Section | Township | Range Lot Ida Feet from the North/South line | Feet from the East/Westline | Cousty
Lot 13| 2 16S 35E |- 3300" South . 760" West Lea

* Proposed Bottom Hole Location If Different From Surface

ULorlot no. | Section | Township { Range Lot Ida Feet from the North/South line | Feet from the East/West line Couaty

'Pgopuudl’ooll "Pmposed Pool 2
Wildcat Morrow

" Work Type Code 2 Well Type Code - ¥ Cable/Rotary “ Lease Type Code % Ground Levd Elevation
N G : R S 3995
“ Multiple Y Proposed Depth. “ Formation " Contractor ¥ Spud Date
No 12,600 Morrow Undesignated ‘ASAP
2 Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
14 3/4" 11 3/4" 42.0# 450" 550 sx Circulate
11" 8 5/8" 32,04 4600 1050 sx Circulate
7 7/8" 5 1/2" 17.0# TD 1350 sx Aprox. 1700°'

”Duaﬂ:elhepmpadpmgnn. If thic application s to DEEPEN or PLUG BACK give the data on the present productive zone and proposed new productive
zooe. Describe the blowout prevention program, if any. Use additional sheels if necessary.

Yates Petroleum Corporation proposes to drill and test the Morrow and
intermediate formations. Approximately 450' of surface casing will be
set and cement circulated to surface. Approximately 4100' of

intermediate casing will be set and cement circulated. If commercial,

production casing will -be run and cemented with adequate cover perforated
and- stimulated as needed for production.

MUD PROGRAM: FW Gel, Paper,LCM to 450'; Brine to 4600'; Cut Brine,
: Starch to 9600' SW Gel Drispac, XC Polimur to TD.
i ' d dailvy.

. |  'OIL CONSERVATION DIVISION l
AT 1
| Printod pame: cum&w R. MAY -/ “ Tu= ) “

Ties REGULATORY AGENT . u""""" Date: Expinaton Datc: "

| Dae Phoae: Coaditicns of Approval ; ' ’
ecember 19, 1997 . 505-748-4347 Auxhed O _ :
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DISTRICT I

State of New Mexico

P.0. Box 1880, Hobbs, N 88240

DISTRICT 1i

Energy, Minerals and Natural Resources Department

P.0. Cyawer DD, Artesia, NM 88210

DISTRICT 111

1000 Rio Brazos Rd., Aztec, NM 87410

Form C-102

Revised February 10, 1994

Instruction on back

Submit to Appropriate District Office
State Lease — 4 Copies
Fee Lease - 3 Copies

OILL. CONSERVATION DIVISION
P.0. Box 2088

Santa Fe, New Mexic

o 87504-2088

O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number

Pool Code

Pool Name

(A)u.o 4r /}70/«’-20”

Property Code Property Name Well Number
FIELD "APK" STATE COM. 3
OGRID No. Operator Name Elevation
0285 7S YATES PETROLEUM CORPORATION 3995

Surface Location '

UL or lot No. | Section | Township Range Lot ldn Feet from the | North/South line Feet from the East/West line County

Lot 13 2 16S 35€ 3300 SOUTH 760 WEST LEA

Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

Dedicated Acres

320

Joint or Infill

Consolidation Code Order No.

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

Lot 13

/

T
I
I
Lot 10 [
l
l
I

Lot 15

Lot 9

Lot 16

I hereby certify ¢

best of my knowledge and

(A R

OPERATOR CERTIFICATION

contgined herein is trus and complele to the

he the information

bdalief.

Signaturi
Clifton R

TN,y
_J

May

Printed Name

Title

Date

_Begulatory Agent
December—19, 1997

SURVEYOR CERTIFICATION

I hereby certify that the well location shown
on this plat was plotted from field notes of
actual swrveys made by me or wunder my
supervison, and that the same is trus and
correct to the best of my belief.

12/05/97

Date Surveye/_ﬂ;i; ey
Signatu %ﬁ&uf?}%\z
A< 1. NG

$o




AMERIND OiL CoMPANY, LTD.

SuiTe 500, WiLco BUILDING
RoserT M. LEIBROCK 415 WesT WALL STREET
RoBerT C. LEIBROCK MIDLAND, TEXAS 79701-4467

TeLEPHONE (915) 682-8217
FacsiMILE (915) 686-0747

December 10, 1997

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

Attention: Mr. Robert Bullock, Landman

RE: Field APK State Com No. 3
Township 16 South, Range 35 East, NMPM
Section 2: 3300' FSL and 760' FWL .Sw %.¢1J %
Lea County, New Mexico

Gentlemen:

This is in response to your letter of December 2, 1997.

Amerind, et al would farm out all its interest in the referenced well with Amerind retaining
an overriding royalty interest equal to the difference between existing burdens and 75.0 percent until
payout, convertible to a 33.3 percent working interest at payout. This letter is only to set forth the

basic trade terms; other terms would be addressed in the farmout agreement.

If you are in agreement with the above referenced terms, please forward your farmout
agreement for our review.

If you have any questions, please call Mary Ann Brock in our office.
Very truly yours,
AMERIND OIL COMPANY, LTD.
7 s
Robert C. Leibrock

General Partner

RCL/mab



FARMOUT LETTER AGREEMENT

BETWEEN

AMERIND OIL COMPANY, LTD.
Suite 500 Wilco Building
" 415 West Wall Street
Midland, Texas 79701-4467

AND

YATES PETROLEUM CORPORATION
105 South Fourth Street
Artesia, New Mexico 88210

TOWNSHIP 16 SOUTH, RANGE 35 EAST, NMPM
Section 2: SW/4SW/4
Lea County, New Mexico

Dated




Paragraph
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1

2

10
11
12
13
14
15
16

17

JABLE OF CONTENTS

Title
Initial Test Well
Producer Earns
Risk, Cost and Expense of Operations
Geological Data
Bond and.besignation of Operator
Overriding Royalty Reserved
Rentals
Abandoned Wells
Force Majeure
Notices
Restoration of Premises
Operating Agreement
Substitute Test Well
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Binding Effect
Acceptance
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FARMOUT LETTER AGREEMENT

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

Amerind Qil Company, LTD., Suite 500 Wilco Building, 415 West Wall Street
Midland, Texas 79701-4467

represent(s) that they are the owner of various fee Oil and Gas Lease(s)
covering lands in Lea County, New Mexico :

Townsmi; 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4

-

subject to the royalty reserved in said leases by the Lessors, all burdens on production which have
heretofore been created and are shown of record, and the overriding royalty reserved herein by the
undersigned. Said Oil and Gas Lease covering the above described lands down to .a depth of the
stratigraphic equivalent of 100 feet below the deepest depth drilled in the initial test well hereunder, but in
any event not to exceed _ 12,700  feétbelow the surface, subject to the said burdens on production, is
hereinafter referred to as "lease acreage.” - '

If you comply with all the terms, covenants and conditions of this letter and drill and complete the
test well provided for herein, we will execute and deliver to you, without warranty of title, either express or
implied, an appropriate instrument conveying the lease acreage. The terms and covenants and conditions to
which this farmout letter are subject are as follows:

1. INITIAL TEST WELL

1.1 You shall commence on or before June 1, 1998 , the actual
drilling of a well for oil or gas upon __3,300"' FSL & 760' FWL, Section 2., Township 16 South
Range ast, Lea County, New Mexico and
prosecute the drilling of said well with due diligence and in a good and workmanlike manner to
approximately 12,600 feet to adequately test the Morrow Formation

formation. Should a formation be encountered in which a well can be completed as a producer of oil and/or
gas in paying quantities at a lesser depth, you shall have the right to complete in the shallower formation
zone and earn as provided in paragraph 2. This test well shall be drilled and completed by you in
accordance with the standards of a prudent operator. : ) ‘

1.2 In the wevent you do not commence the test well on or before

June 1, 1998 , or after commencing the same do not complete it within the time and

manner provided in Paragraph 1.1, at our election, all of your right, title and interest in and to the lease
acreage shall ipso facto terminate.

F/1 193



Farmout Letter Agreement
Page 2

2. DRILL AND EARN

21 After such time as you have drilled and completed the initial test well as a well capable of
producing oil and/or gas in paying quantities, we shall, upon your written demand after said completion, deliver to
you and appropriate instrument conveying, without warranty of title, either express or implied, all of the operating
rights in, to and under the lease acreage within the spacing unit, subject to an overriding royalty equal to the
difference between 75% of 8/8ths and existing lease burdens of the market value of all (8/8ths) of oil gas and
other hydrocarbon substances produced, saved and marketed from the lease acreage within the spacing unit
until you shall have recovered all cost and expenses incurred in drilling, completing and operating said initial test
well (payout) delivering to you a 75% net revenue interest lease.

22 During payout, you shall fumish us with current monthly statements summarizing income and
expenses properly chargeable to payout. Upon payout, you shall promptly notify us by certified mail, and upon
receipt of such notification, we shall have thirty (30) days within which to advise you if we elect to continue our
reserved overriding royalty. If we fail to respond within said thirty (30) days, our reserved overriding royalty shall
automatically convert to an undivided thirty three and one third percent (33.3333%) working interest, subject to
proportionate reduction effective at 7:00 a.m. of the first day following that in which payout occurs.

3. RISK, COST AND EXPENSE OF OPERATIONS -

3.1 All of your operations on the lease acreage shall be conducted at your sole cost, risk and

expense, and you shall hold us harmless from any and all claims of whatsoever character or description
resulting from or arising in connection wuthyour operations thereon. You shall comply with all of the terms
and provisions of said oil and gas leases and all applicable rules and regulations pertaining to your
operations hereunder. You shall carry or ¢ause to be carried the following insurance, protecting us against
loss by reason of your operations hereunder, to-wit:

(i) Workmens' Compensation and Employer's Liability Insurance as
required by the laws of the State of New Mexico H

{ii) Liability Insurance in the amount of $200,000.00 per person and
$500,000.00 per accident for personal injury and $25,000.00 for

property damage.

4, GEOLOGICAL DATA

4.1 You will allow us or our representative full access to the derrick floor; and we shall have
access to all cores, cuttings, logs, testing, completion data and all other information pertaining to any wells
drilled hereunder. Further requirements are set forth in Exhibit "A" attached hereto and made a part hereof.

5. BOND AND DESIGNATION OF OPERATOR

5.1 Prior to the time you commence drilling operations upon the lease covered by this farmout
letter agreement, we will use our best efforts to furnish you with a Designation of Operator on such leass in
the form approved by thé Bureau of Land Management. In the event we do not have a lease bond filed on
any such lease, then prior to commencing operations we will furnish the Bureau of Land Management with

an approved bond.

F/1 193



Farmout Letter Agreement
Page 3

6. OVERRIDING ROYALTY RESERVED

6.1 There is reserved from this farmout letter and there shall be reserved from any operating
agreement granted hereunder an overriding royalty equal to see paragraph 2.1 of the net
proceeds from the sale of all (8/8ths) of the oil, gas and other hydrocarbon substances produced, saved and
marketed from the lease acreage under the terms of said oil and gas lease and all extensions and renewals
thereof; said overriding royalty to be reserved by the undersigned, their heirs, successors and assigns in
proportion to their percentage ownership of the lease acreage. This overriding royalty shall be computed
and paid at the same time and in the same manner as royalties payable to the lessor under the terms of said
oil and gas lease are computed and paid, but the undersigned shall be responsible for their proportionate
part of all taxes and assessments levied against or measured by the production of oil or gas from said
premises.

7. RENTALS

7.1 We will use our best efforts to pay the rentals and shut-in royalty, if any, to the lessor, but
shall not be liable in damages for the failure to pay the same, and you shall reimburse us for such rentals
and shut-in royalty SO paid on the lease as follows:

your proportionate part ’

8. ABANDONED WELLS ‘

8.1 You shall notify us of your intention to abandon any well on the lease acreage and we shall
have twenty-four hours (24) after receipt of such notice of intention to abandon a well in which to elect to
take over the well you propose to abandon. In the event we elect to take over the well, we will pay to you
the reasonable market value of the salvage materials in the well, and in such event you shall furnish us with
a release of the lease acreage within the spacing unit dedicated to such well.. In the event we do not notify
you of our election to take over the well within the time herein provided, you shall plug and abandon the
well in accordance with applicable rules and regulations.

9. RCE MAJEURE -

9.1 The performance by you of any of the terms and provisions of this farmout letter shall be
excused in the event such performance is prevented by strikes, fire, flood, tornado, lightning, explosion,
acts of God or the public enemy, State or Federal rules or regulations or any things or happenings either
similar or dissimilar beyond your control; provided, however, that such performance shall be resumed within
reasonable time after such cause has been removed.

10. NOTICES

10.1 Time is of the essence in this agreement, and all notices provided for in this farmout letter
shall be deemed to have been sufficiently given if sent by telegram or certified mail, addressed as follows:

SEE ATTACHED GEOLOGICAL REQUIREMENTS

All information required to be delivered to the undersigned shall be delivered at the addresses above set
forth. For the purpose of this paragraph, either party may change his address by giving written notice to the

other party thereof.

11. RESTORATION OF PREMISES

11.1  You agree to fill in all pits which may be dug in connection with any operations hereunder
and to restore the surface of the lands on which such operations are conducted, in accordance with any
applicable surface owner agreements, and to plug and abandon any of the wells provided for herein, all at
your sole cost, risk and expense and in accordance with any regulation promulgated by any governmental
regulatory body having jurisdiction thereof.

F/1 193



Farmout Letter Agreement
Page 4

12. OPERATING AGREEMENT

12.1  Upon conveyance of the rights earned by the performance of the obligations set forth
herein, all subsequent operations on the lease acreage will be conducted in accordance with the terms of a
mutually acceptable Operating Agreement. Said Operating Agreement shall be on A.A.P.L. Form 610 and
include a 300% non-consent provision, a provision stating that consent to drill is not consent to-case, the-
deletion of the Preferential Right to Purchase paragraph, a mutually acceptable gas balancing agreement,
and such other provisions that shall be mutually agreed upon.

13. SUBSTITUTE TEST WELL

13.1 If, in the drilling of the option well, Operator loses the hole or encounters mechanical
difficulties rendering it impracticable, in the opinion of the Operator, to drill the well to the objective depth,
or plug and abandons the initial test well as a dry hole,then and in any such event, on or before thirty (30)
days after completion of the initial test well, Operator shall have the option to commence the actual drilling
of another well ("substitute test well") at a lawful location of Operator's selection on the lease acreage. The
substitute test well shall be drilled in the same manner as provided for in the initial test well. For all
purposes of this agreement, the drilling of the substitute test well shall be considered as the drilling of the

initial test well.

14. PRODUCTION IN KIND

14.1 Woe shall have the continuing option, at any time and from time to time, to purchase at the
market price prevailing in the area on the date of purchase, or designate a purchaser, of any oil, gas,
casinghead gas or other hydrocarbon substances that may be produced from the lands assigned pursuant to
this agreement, whether overriding royalty or working interest, whether by reason of such Interest or
portion thereof being included in any pool or in any pooling agreement or unit, planned or otherwise.

14.2 Before you enter into any contract for the sale, purchase or processing of gaseous
hydrocarbons from the interest involved herein, you shall submit to us in writing the contract into which
you propose to enter. We shall have the right and option, at our election, to {l) take in kind or otherwise
dispose of our share of the gas upon such terms and conditions as we deem advisable, or (2) allow you to
dispose of all of the gas and account to us, all in accordance with the terms of the proposal submitted;
provided, howaver, that if you are in any way affiliated with the purchaser of such gas, then you shall
account to us on the basis of the highest price offered or paid in the area by any purchaser or prospective
purchaser. If we fail to notify you of our election hereunder within sixty (60) days after receipt of such
notice from you, then it shall be considered that we mads election {2) above. For the purpose of election (2)
above, the interest of ours shall be considered to be only the overriding royalty interest reserved under this
farmout agreement and shall not include our working interest gas. In the event that we exercise our
reserved option to convert our overriding royalty to a working interest upon payout of any well herein
provided for, or at any time during which we may have a working interest in any well, we shall at all times
have the express right to take our proportionate share of the working interest gas in kind or to
independently market or dispose of the same and nothing herein contained shall be construed as giving or
granting to you the right to market or otherwise dispose of the proportionate share of the working interest
gas of ours without express authorization from time to time to do so.

16. NON-ASSIGNABILITY

15.1 This farmout letter is personal to you and neither this farmout letter nor any interest herein
shall be assigned by you (other than to any other Yates "in house” entities) without our express consent in
writing, the breach of which shall, at our election, automatically terminate this farmout letter.

16. BINDING EFFECT

16.1 This farmout letter shall be covenant running with the ownership of the lease acreage and,
as such, shall be binding upon and inure to the benefit of the parties hereto, their heirs, personal
representatives, successors, and when assigned as herein provided, upon the assigns of the parties hereto.

F/ 183



Farmout Letter Agreement
Page b

17. EPTANCE

17.1 This letter is not binding upon us until such time as it has been accepted by you and one {l)
fully executed copy returned to us within ten {10) days from the date hereof.

AMERIND OIL COMPANY, LTD.

By:

Title:

Date:

The foregoing farmout letter agreement and all of its terms, covenants and conditions are hereby
accepted and agreed to this day of , 1988.

YATES PETROLEUM CORPORATION

By:

Attomey-in-Fact



Lea County, New Mexico

EXHIBIT “A”
GEOLOGICAL REQUIREMENTS

Mr. Mike Hayes
Yates Petroleum Corporation ALTERNATE:
Mr. Ray Beck

105 South Fourth Strect

Artesia, New Mexico 88210 (505) 748-2565
(505) 748-1471 (Office)
(505) 748-8767 (Home)
(505) 365-7106 (Cellular)
(505) 748-4570 (Fax)

1. Notification;

A You shall immediately notify the above company representative (or altemate)
by telephone, at your expense, sufficiently in advance of the following events
in order that a representative of the company may be present to witness same;

1. Spudding of any test well hereunder,

2. All drill stem or other tests of said well,
3. Logging or other downhole surveys,

4, Any coring operations,

5. Any plugging operations,

B. You shall, at your expense, furnish us current progress reports (daily dnllmg,
completion, or workover and daily mud log) on said well with full
information thereon each day by fax. This requirement may be waived
and well progress reports may be mailed daily when practicable.

II. Other Requirements:
A, Unless waived by us, you shall run:

1. A GR-Dual Laterolog, Dual Induction or equivalent saturation log.
2. A GR-Compensated -Neutron-Formation Density or equivalent

porosity log.
3. A mudlog commencxng 100’ above 1st potential pay contmuous to TD.

B. You shall fumnish us the following data and mformatxon:

1. Two copies of field prints and two copies of final prints of all
electric logs or other downhole surveys run in said well; this -
includes dipmeter logs and any derivative logs such as
“Coriband”, “Saraband”, “Elan”, or equivalent survey analysis.

2. One copy of digital data on 3-1/2” diskette - LAS Format,

3. Two copies of all drill stem test reports,

4. Two copies of all core analysis reports,

5. One copy of all fluid analysis reports,

6. Two copies of the preliminary mudlog sheets and two copies of the final
mud log, '

7. One copy of any paleontological report,

8. One copy of any geological report,

9. One copy of the sample description

10. One copy of the drilling time,

11. One copy of all government reports,

- 12, One copy of daily production reports for sixty (60) days aﬁcr completion

of the well.

C. One set of representative samples to be filed with Midland Sample Cut.’



S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

MARTIN YATES, Ui
1912 - 1985

FRANK W. YATES
1936 - 1986

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

TELEPHONE (505) 748-1471

February 26, 1998

Fuel Products, Inc. CERTIFIED MAIL

P.O. Box 3098 RETURN RECEIPT REQUESTED
Midland, Texas 79702-3098

RE: Fields APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with you check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest, accepting a

75% Net Revenue Interest lease before payout and at payout you would have the

option to convert your override to a 25% working interest proportionately reduced.

We will forward our Operating Agreement in the very near future.

Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

£eten b

Raobert Bullock
Landman

RB/jf
enclosure(s)



Z 443 810 437

US Postal Service

Receipt for Certified Mail

No Insurance Coverage Provided.

Do not use for Intemational Mail (See reverse)
Sent to

Auel Products, Inc.
. BO“B§R3098
) SH@XTS C -3098

Postage $

Certified Fee

Specdial Delivery Fee

Restricted Delivery Fee

w
9 | Retum Receipt Showing to
T | Whom & Date Delivered
5 | Retum Receipt Showing ta Whom,
<< | Date, & Addressee’s Address
§ TOTAL Postage & Fees $
"E’ Pastmark or Date
S| Tl g SALE
2 #
2 (m#3 "R/
K T
b. » .
3 %Eo’ilgeiaﬂem 1 and/or 2 for additional services. { also wish to receive the
‘™ wComplete items 3, 4a, and 4b. following services (for an
$ wpint your name and address on the reverse of this form so that we can retum this § ayirg foe): G
~ card t
% -Anacr? 1his form to the front of the mailpiece, of on the back if space does not 1. [J Addressee’s Address .g
; lsvente'ﬁemm Receipt Requasted” on the mailpiece below the article number. 2. [J Restricted Delivery ‘%
£ wThe Retum Receipt will show to whom the article was delivered and the date -
c  delivered. Consult postmaster for fee. &
-;3 3. Articie Addressed 1o: Za, Aricle Number H
£ 2 443 810437 &
5 4b. Service Type 2
8 Fuel Products, Inc. [ Registered ® Certified
P.O. Box 3098 [ Express Mail [J Tnsured €
Midiand, Texas 79702-3098 [ Retum Receipt for Merchandiss [J COD 3
- S
7.Date of Delygrg 2 7 O -é
>
5. Received By: (Print Name) 8. Addressee’s Address (Only if requested ¥
‘ij«(y €4 | ( and foe is paid) 8
oy
% 6. Stgna 2 Addressee orAgent) Vf‘% AR TS
o
> (e I 2 2L Cn®3 3B [t

PS Form 3811, Dacember 1994 N oesesg7-80179  Domestic Return Receipt




RC

- AFE NO. 97-343-0
2T AUTHORITY FOR EXPENDITURE AFE DATE 1126197
; FETRDLEUH NEW DRILLING & RECOMPLETION
CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Drilling X (ol Development Original
ARTESIA, NEW MEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final : :
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760’ FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
DIVISION CODE 100 DIVISION NAME Oil & Gas Division
DISTRICT CODE DISTRICT NAME
BRANCH CODE BRANCH NAME
PROGNOSIS: |
INTANGIBLE DRILLING COSTS: DRYHOLE  COMP'DWELL
920-100 Staking, Permit & Legal Fees 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage . -
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000§ 15,000
920-150 Drilling Mud & Additives 32,000f . 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 "~ 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion . ’ 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100{ "
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100 807,700|
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,0007 -
930-020 Casing 11-3/4" @ 450°' 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600’ ' 93,000 .
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
840-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS ! 66,100 405,500] -
TOTAL COSTS | 657,200] 1,213,200]
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 AL SPRINGER Approval
OWNER SHARE
L
BY
| ]
BY
L ]
BY
- ‘ T )




MARTIN YATES, HI

1912 - 1985

FRANK W. YATES

1936 - 1986

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

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEW MEXIC0O88210 TREASURER

TELEPHONE (505) 748-1471

February 26, 1998

Ameristate Qil & Gas, Inc. CERTIFIED MAIL

Ameristate Exploration L.L.C. RETURN RECEIPT REQUESTED
1211 W. Texas

Midland, Texas 79701

RE: Fields APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760" FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with you check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest, accepting a

75% Net Revenue Interest lease before payout and at payout you would have the

option to convert your override to a 25% working interest proportionately reduced.

We will forward our Operating Agreement in the very near future.

Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

et b

Robert Bullock
Landman

RB/jf
enclosure(s)



e A

Z 443 810 43k

US Postal Service

Receipt for Certified Mail

No Insurance Coverage Provided.
Do not use for Intemational Mail (See reverse)

Sent to
istate Qil & Gas, Inc. )
AlRRA&MEExploration L.L.C.

Postage $
Certified Fee
Spedial Delivery Fee
Restricted Delivery Fee
§ Retum Receipt Showing 10
T~ { Whom & Dale Delivered
'K { Retum Receipt Showing to Whom,
<C | Date, & Addressee’s Address
§ TOTAL Postage & Fees | $
"g Postmark or Date
5 el T S A
2| Gtz RB/Y
SN et andorz o
= o or 2 for additional services. | also wish to receive the
O ettt o saiesforn
wﬂtomum 80 that we can retum this extra fee):
a Attach 1o the front of
ot "“:n“':’:“ or an the back i space doss not 1. O Addressee’s Address
-mmmmmmmmum%mmw& 2. [ Restricted Delivery
dolivered. . Consult postmaster for fee.
3. Article Addressed to: ] . 4a. Article Number
o Z 443 10430
Ameristate Oil & Gas, Inc. 4b. Service Type
Ameristate Exploration L.L.C. O Registered & Cortif
1211 W. Texas O Express Mall O Insured
Midland, Texas 79701 L1 Retum Recoipt for Merchandiss 1 COD
T . 7. Date gﬁlvery
5.R By: (Drint ) 8. Addressee’s Address if requested
M Loy S
6. Sig n \,fw ////r (o V-
Cels AB/Y

Is your RETURN ADDRESS c_omplmd on the reverse sjde?

PS Form 3811, December 1994 bl 1025959780179 Domestic Retumn Receipt

Thank you for uslpg Return Receipt Service.
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97-343-0

AFE NO.
AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
NEW DRILLING & RECOMPLETION
: AFE Type: Well Objective: Waell Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oit Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final PP

LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600

COUNTY Lea - STATE New Mexico

LEGAL DESC. 3,300' FSL &'760° FWL LOCATION Section 2-16S-35E

FIELD HORIZON Morrow

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 & Legai Fees 1,200 1,200|
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage ‘

920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 . 365,000
920-140 Drilling Water, Fasline Rental 15,000] - 15,000
920-150 Drilling Mud & Additives 32,000 - 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 "~ 11,600]
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
820-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion - 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion : 0
820-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100{
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100} 807,700
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450 7,600 7,600
8-5/8" @ 4650° 56,500 56,500
5-1/2" @ 12,600 93,000} ..
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] - 405,500] .
TOTAL COSTS | 657 200] 1 213.2@

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 AL SPRINGER Approval
OWNER SHARE
L |
BY ‘
L |
BY
| ]
BY. =
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MARTIN YATES, il

1912 - 1985

FRANK W. YATES

1936 - 1986

John F. Harbig, Jr.

Suite 280, One Marienfeld Place

Midland, Texas 79701

- Gentlemen:

J PETROLELM
Y CORPORATION

105 SOUTH FOURTH STREET

ARTESIA, NEW MEXICO88210
TELEPHONE (505) 748-1471

February 26, 1998

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RE: Fields APK State Com. #3

S. P. YATES
CHAIRMAN OF THE BOARD
JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

Township 16 South, Range 35 East, NMPM

Section 2: 3300’ FSL and 760’ FWL

Lea County, New Mexico

Please find enclosed our AFE proposing the drilling of the captioned well to test the

Morrow formation.

If you wish to participate, please execute and return the AFE along with you check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest, accepting a
75% Net Revenue Interest lease before payout and at payout you would have the
option to convert your override to a 25% working interest proportionately reduced. '

We will forward our Operating Agreement in the very near future.

Please cail me at 505-748-4351 if you have any questions regarding this proposal.

RB/jf
enclosure(s)

Very truly yours,

YATES PETROLEUM CORPORATION

L li A

Ropert Bullock
Landman



Z 443 810 438

US Pastal Service
Receipt for Certified Mail

No Insurance Coverage Provided.
Do not use for International Mail (See reverse)

Sent to
John F_Harhig_Jr
* St X887 One Marienfeld Place
VidiandsFexas- 79701
Postage $
Certified Fee

Special Delivery Fee

Restricted Delivery Fes

§ Retum Receipt Showing 1o
*~ | Whom & Date Delivered
.| Retum Receipt Showing to Whom,
<C| Date, & Addressee’s Address
§ TOTAL Postage & Fees $
‘Z Postmark or Date
SNkl A S |
w ¢ :
9 COm#3 RBly &
SENDER: ] )
ICompietshum1deor24f%raddﬂondm | also wish to receive the
=Complets items 3, 4a, and 4b. i
-mémmmmmhmmommmwmawecmmmm: feoixlt:aw;re\g):servlces(foran ' DB
= Attach this form 1o the front of the malipiecs, or on the back H space doss not 1. O Addressee’s Address 4
wWrite“Retum Receipt Requested” on the mailpiece below the article number. ; sr
-mJMmmmmmﬁmuJQWummmuMMMudhum 2. L] Restricted Delivery b
delivered. Consult postmaster for fee. §-{
3. Article Addressed to: 4a. Article Number § |
Z 4 LT/ 3 810 438
John F. Harbig, Jr. - Service Type » s
Suite 280, One Marienfeld Place  |CJ Registered CX{ cortiiedy f
O Express Mail O nsured

Midland, Texas 79701 O] Retum Receipt for Me o O COD

7. Date of Delive.
ST

5. Received By: (Print Name) 8. Addressee's Address (Only if requested

and fee is pait
ol E HEREZ L K. O P e S

6. Signatyre: (A ea or Agent) - . d
X A G Comd3 R /e

PS Form-3811, December 1994N._J 10259597.8.0173  Domestic ReturrReceipt {

Thank you for using Retum R

is your RETURN ADDRESS completed on the reverse side?




AFE NC. 97-3430
AUTHORITY FOR EXPENDITURE AFE CATE 11/26/97
NEW DRILLING & RECOMPLETION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Drilling X [oil Development [Z] o113 3
ARTESIA. NEWMEXICO88210 Recompletion X [Gas X |Exploratory ‘_‘l Revised
TELEPHONE (505) 748-1471 Injector __1 Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600
COUNTY Lea - STATE New *exico
LEGAL DESC. 3,300° FSL & 760°' FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Compietion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion
TOTAL INTANGIBLE DRILLING COSTS { 591,100] 807,700|
TANGIBLE EQUIPMENT COSTS:
830-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600 93,000
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | i 66,100| 405,500
TOTAL COSTS i 657,200( 1,213,200|

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TC CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS
FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE.

Prepared Operations
By AL SPRINGER Approval
OWNER SHARE
_ L il
BY “DATE
L |
BY DATE
L l
BY DATE
: | L ]




MARTIN YATES, lll
1912 - 1985

FRANK W. YATES
1936 - 19686

Joan Garrison
5221 Ira
Ft. Worth, TX 76117

Dear Ms. Garrison:

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

RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY

DENNIS G, KINSEY

ARTESIA, NEW MEXICO 88210 TREASURER
TELEPHONE (505) 748-1471

February 27, 1998

RE:

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Field APK State Com #3

Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL

Lea County, New Mexico

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retum the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Qil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and retum one (1)

original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.

Thank you.

RB/jf
enclosures

Very truly yours,

YATES PETROLEUM CORPORATION

Rabert Bullock

Landman ‘



Z 443 810 3589

Us Post._al Service
Receipt for Certified Mail

No Insurance Coverage Provided.

Do not use for Intemational Mail (See reverse)

Sent to
0an Garrison
| 3B frpmber
HRBRaR S FALT
nes, Siale] d
' |Postage $
Certified Fae
Spedial Delivery Fee
Restricted Delivery Fee
w
& [ Retum Receipt Showing to
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‘E Postmark or Date
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,
oS - AFE NO. 97-3430
A AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
f FBETROLELIM NEW DRILLING & RECOMPLETION
;' CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X_|New Drilling X loil Development Original
ARTESIA. NEWMEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760' FWL LOCATION Section 2-168355 o
FIELD HORIZON Morrow S
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
8920-100 Staking, Permit & Legal Fees 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
820-120 Drilling, Footage
820-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
820-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
820-170 Cementing - Surface Casing 24,0004 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 -+ 25,400
920-200 Tools & Equip. Rntl.,, Trkg. & Welding 24,500 24,500
920-210 Supetrvigion & Overhead 17,400| - 17,400
920-220 Contingency -
920-230 Coring, Tools & Service R
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
§20-350 Cementing - Production Casing 36,500
920410 Compietion Unit - Swabbing 10,000] °
920-420 Water for Completion - 8,000
820-430 Mud & Additives for Completion - 1,000
920-440 Cementing - Completion ) 0
820-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion '3,100] "
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
820-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS [ 591,100] - 807,700{
TANGIBLE EQUIPMENT COSTS: .
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600 93,0001 ..
830-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100/ 405,500} -
TOTAL COSTS I 657,200 1,213,200
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 L Operations
By AL SPRINGER Approval
OWNER SHARE
L ' e
BY '
L J
BY
L |
BY
\ ] C ]
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OIL AND GAS LEASE ‘ : Hall-Poorbaugh Press, Inc.
Roswell, New Mexico
THIS AGREEMENT made this 27th day o _February 1928 permen

Joan Garrison, dealing in her sole and separate property; LESSOR! and YATES PETROLEUM
CORPORATION - 70%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%, MYCO

INDUSTRIES;- INC. - 107, all New Mexico corporations, LESSEE, ;

1. Lessot in considerstonof ___T€D0_and no/100 : — == _Dollars
¢ 10.00 __yin hand pald, of the royalties berein provided and of the agreements of Lesses bereln coritained, hereby grints, leases and lets exclusively usto Lesses forthe -
purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power statioas, | lines and other structures
thereon'and on, over and across lands owned oc claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transpoct, and own said and houging its employees,
the following described land in, __Lea County, New Mexico — \ to-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4 : .

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at agy time of
production of oil or gas and without further payments than the royalties herein provided, and potwithstanding anything else herein contained to the contrary, this leass shall be fora termof "], years
from this date (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which sald land is pooled hereunder, - '

3. ThemyaldumbepddbyLeueem:(l)onoll.__l_!_ll___ofmatpmducedandmedfxomn!dlmd.themtobedelivmdutbowcﬂsatotbeemdizoﬂmlnwﬂnplpaumm
which the wells may be connected; Lessee may from time to time purchase any royalty ofl in its possession, paying the market price therefor prevailing foe the field where produced oa the dats of
mmhm;&)mmwgﬂtﬁ_guorodugnseousmbsmae.produwdﬁomsaldhnd._mdsold.owsedoﬂ‘thepmuﬂse:orfor. extraction of gascline or other product therefrom,
the market value at the wellof ___ of the gas 50 sold or used, provided that on gas sold at the wells the royalty shallbe 1 /4 of the amount realized from such sale; while
there is a gas well on this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or beforé ninety (90) days after the dats on which said well
Is shut in and thereafter at annual intervals the sum of $1.00 per acre, and if such payment is made oc tendered, this lease shall not terminate and it will be coasidered that gas is being produced from
this lease in paying quantitics, Pxyment or tender of said shut-in gas royalty may be made by check or draft of Lesses mailed or delivered to the parties entitled thereto on or before the date sald
paymentis due. Lesseo shall have free use of oil, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty oa oil and gas shall be computed

after deducting any soused. -

4. Lessee, atits option, Is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof a3 to oil and gas, or either of them, with other land, lease
ot leases in the immedinte vicinity thereof to the exteat, bereinafter stipulated, when in Lessee’s judgement it is necessary or adviiable to do so in order properly to explors, oc to develop and operats
sald leased pretmises in compliance with the specing rules of the New Mexico Oil Conservation Commission, or other lawful suthority or when to do so would, in the judgment of Lesses, promots
the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and taits pooled for
gas hereunder shall not substantiaily exceed in area 640 actes each plus a tolerancs of 10% thereof, provided that should governmental authority o ot the creation
of units larger than those units thereafter created may conform substantially in size with those prescribed by governmental regulations, Lesses undet the provisions may pool o
combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strate. The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the Jease is pooled or combined as to any other stratum oc strata, and ol unlts need not conform as to ares with
gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee bereunder to pool this lease o portions thereof into other units. Lesscs shall file for record {n the
appropriats records of thé county In which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit, Lesseo may st lts election exerclse its
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to inchude, land o¢ leases upca which
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for ol or gas have theretofore beea commenced.
Operations for driiling on or production of oil oc gas from any part of the pooled unit which includes all or a portion of the land covered by this leass regardless of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling
on or production of of] anid gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the eatire acreags constituting such unit or units,
as to oil and gas, or elther of them, as herein provided, shall be treated for al purposes, except the payment of royalties on production from the pooled unit, as if the same werg Included in this lease.
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oll and gas, oe either of them, from the
pooled unit, there shall b allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this leass and included in the pooled unit that
pro rata portion of the oil and gas, o¢ elther of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total sumber
of surface acres included In the pooled unit, Royalties hereunder shall be computed on the portion of such production, whether it be ofl and gas, or either of them, 50 allocated to the Iand covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease of oll pooled unit from which

itis producing and ot as production from & gas pooled unit; and production from a gas well will be considered as production from the leass o unit from which It is producing and not
from an oil pooled unit, In addition to the foregoing, Lesses at its option is bereby given the right and power from time to time to commit said land or any part or formation or mineral substance
covered hereby to any cooperative oc unit agreement or plan of development and operation, and to any modifications thereof, which have been 2 the New Mexico Oil Conservation
Commission or other lawful govemnmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the of the oil or gas allocated to such land under

the terms of any such agreement oc plan of operation, which basis shall be the same by which the royalty due the United States otdemochdeeohmwm ‘This leass shall
not explre during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the Oil Conservation
"Commission, of other lawful authority, and Lessce shall record in the county in whichi the leased premises are situated, an Instrument describing such agreement or plan of operation and reflecting

the commitment theteto, and the same may be recorded cither before or after the completion of wells.

5. If at the expiration of the pdmary term oll o¢ hnotbdngpxbducedonsddhnd.orfmmhndpoolcdthemwith.wtmh then engaged in drilling or reworking operations thereon,
leedadryhomhmonwlthhwﬁyspdutotheendonhepdmrytams.dxcmlhnuumhhfomwm“uopeudomonuldnnuﬁw&mm‘cm‘o{ny

or shall have comp!
additional well are prosecisted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter a3 oll or gas is from sald Jand, oc from
land pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, o from land pooled therewith, the thereof should cease from

any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such peoduction, but shall remain in force and effect 0 long
asxuchopcnﬂommmbdwithnoeuuﬂonofmotethnn60consecudveday;.mdlfﬂwymultlnlheproducdonofoﬂmdxu.wbngﬁuuﬁundlumh;bdn&dhmlﬂdhnd.
or from land pooled therewith, Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lesses by instrument filed for record in the appropriats recocds of
LhccountylnwhlchdnMpmﬁmdmmdnmydmmmwmpbdonohdrybohormeeemdonofproducdononwdmh. In the event a well or wells oilor gasin
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith, Lessee agrees to drll such well or wells as a
reasonably prudent operstor would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor o place of record a releass or releases covesing any portion
‘or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreags surrendered. .

6. Lcssee:huilbmtbeﬁihtumydmdudnza:ﬁumeapimdénofmkIcaseto'mmovelllpmpenyandﬁxtumplaoedbyuueoonsﬁdhnd.lncludln;lhodghtlodnwmdumova
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land

without Lessor’s conseat.

7. The righty of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownershi
of the land ot royalties, however accomplished, shall operate to ealarge the obligations or diminish the rights of Lessee; and no change or divisioa in such ownership shall be binding on Lessce
thirty (30) days after Lesseo shall have been furnished by registered U.S. mail at Lessec's principal place of business with a certified copy of recorded instrument or instruments evidencing same.
In the event of assignment bereof in whole or in past liability for breach of any obligation hereunder shall rest exclusively upon the owner of this leasé o¢ of a portion thereof who commits such
breach. If six or more parties become entitled to royalty hereunder, Lessce may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation ariting hereunder shall not work a forfeiture or termination of this lcase nor cause a termination o revision of the estats creatod bereby noc be
grounds for cancellation bereof in whols or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lesses in
writing of the facts relied upon as constituting a breach hereof, and Lessec, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on sald premises, Lessee shall develop the acreage retained hereunder as a reasonably prudest
but In discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and cipable of producing oll in paylng and -
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hercunder and capable of producing gas in paying quantities. "

9. Lcssothmbymmandnpmmdafenddudﬂewsddhndmdngrmdmumuluoédonmydlschargemym.mwu.oméunmddhﬁduhwbhahm .

and in eventLesseedouso.!uhnllbembmuwdbmhlienwith_theﬁghtmenforcemndnpplymyddesmtﬁngbacundetwnmgm inipairment of Lesses's right
under the warranty in event of failure of tle, it Is agreed that if Lessoc owns an interest in the oil or gas on, in or under said land less than the ﬁedwkmmmwbupdd
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertbeless be binding upon the pasty o executing the .

same.

10, Should Lesses be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from oll or gas
therefrom by reason of scarcity of oc inability to obtain of to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or of governmental
* guthority, then while 50 prevented, Lessee’s obligation to comply with such covenant shall be sushended, and Lessee shall not be liable fn damages for faflure to comply therewith; and this lease
shall be extended while and 3o long as Lessee s prevented by any such causs from conducting drilling or reworking operations on or from producing ofl or gas from the leased premises; and the

time while Lesses is so prevented shall not be counted lgaln_st Lessee, anything in this lease to the contrary notwithstanding.
IN WITNESS WHEREOF, this instrument is executed on the date first above written.

Joan Garrison

Ss#

Lessor ' Latsor
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MARTIN YATES, il

1912 - 1985

FRANK W. YATES

1936 - 1986

\ e S.P. YATES -~
N, T E 5 CHAIRMAN OF THE BOARD
) PETROLELM oy

i

()

............ CORPORATION O YATES
_ RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471
December 9, 1997
Lavena Howard, Joan Garrison
and Reijta Schnaubert
1204 Broadway CERTIFIED MAIL
Lubbock, Texas 79401 RETURN RECE!PT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300' FSL and 760’ FWL
Lea County, New Mexico

Dear Ladies:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600". Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retumn the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Gil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351,

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robért Builock
Landman
RB/Ijf

enclosures



Z 351 693 347

US Postal Service
Receipt for Certified Mail

No Insurance Coverage Provided.
Do not use for International Mail (See reverse)
Sentto

. kavena Howard, Joan Garrison,
mRﬂa@chnaubert
y A k!liode
Lubbock, Texas 79401
Postage $
Certified Fee
Special Delivery Fee
Restricted Delivery Fee

Retum Receipt Showing to
Whom & Date Delivered

Retum Receipt Showing to Whom,
Date, & Addressee’s Address

TOTAL Postage & Fees $
Postmark or Date
ML A T ReL

C"-*»v’¢ 3 e /5/

PS Form 3800, April 1995

e e et . —— —— s

S SENDEI‘-:_
% -mgem;ﬂﬁgmm . | also wish to receive the
lCompl e ollowil
g -mmmmmmmmmmanmemm femfeng):services(foran
g = Attach this form to the front of the mailplece, or on the back if space does not 1. O Addressea's Address
mWrite“Retum R Requested” on the malipiece below the article number. estricted

g lTheeFletum Re:e‘i:'tp:all Mtouo;.smmamdewasd:rmmdandmedate 20R Delivery

£ delivered. Consult postmaster for fee.

g/ 3. Article Addressed to: 4a. Article Number

. 4b. Service Th

& ' Lavena Howard, Joan Garrison, viee Type
. 6 h O Registered I Certified
- &' 1204 Broadway O Retum Recsipt for Merchandise [J COD
- a  Lubbock, Texas 79401 7. Date of Delivery
: 5. Received By: (Print Name) 8. Addressee’s Address (Only if requested

and fee is paid) P

5 6. Signature: (Addressee or Agent) v Lol A //( el

e x Con # 3 -?5 g

2

m Receipt

PS Form 3811, December 1994 1025959780179 Domestic Retu

R i T

Thank you for using Return Recelpt Service.
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7 AFENO. 97-343-0
AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
§¥PUN NEW DRILLING & RECOMPLETION
AFE Type: Well Objective:  Waell Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Drilling X {oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X [Gas X [Exploratory Revised
TELEPHONE (505) 746-14T1 injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea 1’ STATE New Mexico
LEGAL DESC. 3,300' FSL & 760° FWL LOCATION Section 2-16S-35E
FIELD ; HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
820-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service . :
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000|
920420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
820-440 Cementing - Completion ) 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
820-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100] 807,700}
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000} -
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650’ 56,500 56,500
5-1/2" @ 12,600° 93,0001 .
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500] -.
TOTAL COSTS I 657,200]  1,213,200§
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 AL SPRINGER Approval
OWNER SHARE
[ _J
[ 1
| I
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"Producers 88 Rev, . Year Lease) 59 (One YEAR PAID UP LEASE) Form 345
. L ' - OIL AND GAS LEASE , Hall-Poorbaugh Press, Inc.

‘ Roswell, New Mexico

THIS AGREEMENT made this 9th dayof. December 4 19.97 berween

Tom Schnaubert, Life Estate with Remaindermen being-Tommy G. Schnaubert, Bobby J. Schnaubert,
Mary A, Irwinsky, and Ruth M. Dake, each dealing in their sole and separate property, LESSOR;
YATES PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION -
107, MYCO INDUSTRIES, INC. - 107, all New Mexico Corporations, LESSEE, Lesses, WITNESSETH:

L. Lessor In considerationof L0 and 10/100 ' , "~ Dollars

¢__10.00 )in band paif, bf the royalties herein provided and of the agreements of Lessee berein coritained, hereby grants, Jeases and lets exclusively unto Lessos foe the *
purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures
thereon and on, over and across lands owned or clajmed by Lessor adjacent and contiguous thereto, to produce, save, take care of, mnmpmnndm:ddmwhw;lngluemploym

the following described land in, . Lea County, New Mexico + to-wit

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, developmeat or cessation at any time of
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything elsc herein contained to the contrary, this lease shall be foc a term of - 1 years
from this date (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. .

3. The royalties to be paid by Lessee are: (a) on oil, . =L /& - of that produced and saved from said land, the same t0 be delivered at the wells ot to the credit of Lessor into the pipe line to
which the wells may be connected; Lessce may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the dats of
purchase; (b) on gas, including casip gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom,
the market value atthewellof, * 1 /¢ . ,of the gas 30 sold or used, provided that on gas sold at the wells the royalty shall be ]&/{4‘.» of the amount realized from such sale; while
there is a gas well on this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the dats on which said well
is shut in and thereafter at annual intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from
this lease in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the dats said
paymentis due. Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty oa oil and gas shall be computed

after deducting any so used.

" 4, Lesses, atits option, is bereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other 1and, lease
of leases in the immediate vicinity thereof to the extent, heseinafter stipulated, when in Lessec's judgement it is necessary or advisable to do soin order properly to explore, or to develop and operate
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote
the conservation of of} and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres cach in area, and units pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the creation
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions hereof may pool or
combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with
gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the
appropriate records of thé county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its eloction exercise jts
pooling option after commencing operations for or completing an ofl or gas well on the leased premises, and the pooled unit may include, but itis not required to include, land o¢ Jeases upon which
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for ol oc gas have theretafors been commenced.
Operations for dilling on or production of il or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling
on or production of oil and gas from land covered by this lease whéther or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units,
25 to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease,
For the purpose of computing the royalties to which owners of royalties and payments out.of production and each of them, shall be entitled on production of oil and gas, or either of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis~that is to say, there shall be allocated to the acreage covered by this leass and included in the pooled unit that
pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be cil and gas, or either of them, 50 allocstad to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considesed production from the Jease or oil pooled unit from which
itis producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not
from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation o mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have beea approved by the New Mexico Oil Conservation
Comsmission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and ‘This leass ghall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New 0il Conservation
‘Commission, of other lawful authority, and Lessee thall record in the county in which the leased premises are situated, an instrument describing such agreement oc plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expiration of the primary term ofl or gas is not being produced on said land, or from land pocled therewith, but Lessee is then engaged in drilling or rewocking operations thereon,
or shall have completed a dry bole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any
additional well are prosecitted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas 30 long thereafter as oil or gas is produced from sald land, or from
1and pooled therewith, If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from
any cause, this lease shall not terminate if Lessce commences operations for drilling or reworking within 60 days afier the cessation of such production, but shall remain in force and effect s0 long
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafier as oil or gas is produced from said Jand,
or from Jand pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells producing ol or gas in
paying quantities should be brought in on adjacent land and within 660 fect of and draining the lease premises, or land pooled therewith, Lessee agrees to drill such offset well or wells as 2
reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion
“or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. :

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam niow oo said land

without Lessor’s consent,

7. The rights of either party bereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lesses until
thirty (30) days after Lessce shall have been furnished by registered U.S. mail at Lessee’s principal place of business with a certified copy of recorded instrument or instruments evidencing same.
In the event of assignment bereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a poction thereof who commits such
breach, If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executsd by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estats created hereby nor be
grounds for cancellation bereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in
writing of the facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hercunder as & operator
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing ofl in paying quantities and
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities,

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other liea upon said land elther in whole oc ia part, -
and in event Lessee does 30, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without inipairment of Lessee’s right
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simpls estate, then the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party oc parties executing the .

same.

10, Should Lesses be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon of from cing oil or gas
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law oc any order, rule or on of governmental
- authority, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this Jease
shall be extended while and so long as Lessee is preveated by any such cause from conducting drilling or reworking operations on or from producing ofl or gas from the leased premises; and the
time while Lessee s so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. .

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

Tommy G. Schnaubert Lessor Bobby J. Schnaubert Lessor

v A Tyvrinelvw [P Rurh M DAl | P
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INDIVIDUAL ACKNOWLEDGEMENT

STATE OF }
S8
COUNTY OF }

This instrument was acknowledged before me tlpls

t p
by Tommy G. Schnaulb'ert, dealing ilgn his sole and separate property

b
}
i

My Commission Expires:

Notary Public

INDIVJDUAL ACKNOWLEDGEMENT

STATE OF 3
.SS

COUNTY OF }

This instrument was acknowledged before me tli?is

by Bobby J. Schnaubert, dealing Ein his sole and separate property

r

My Commission Expires:

I
14

Notary Public

INDIVJDUAL ACKNOWLEDGEMENT

STATE OF }
.SS
COUNTY OF }

This instrument was acknowledged before me ¢15

by Mary A. Irwinsky, dealing il her sole and separate property

My Commission Expires:

Notary Public

INDIVIDUAL ACKNOWLEDGEMENT

STATE OF }
.SS
COUNTY OF }

This instrument was acknowledged before me t&is

by Ruth M. Dake, dealing in heﬁ sole and separate property

k
My Commission Expires: |

o
i

Notary Public

.19
County, N.M.
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By.
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MARTIN YATES, Il

1912 - 1985

FRANK W. YATES

1936 - 1986

X S S.P. YATES ~
N T E 5 CHAIRMAN OF THE BOARD
) FETROLEUM BT

CORPORATION Execomve vice Presioens

RANDY G. PATTERSON
SECRETARY

105 SOUTH FOURTH STREET
DENNIS G. KINSEY
ARTESIA, NEWMEXIC0O88210 TREASURER
TELEPHONE (505) 748-1471

December 9, 1997

Mr. Clifford Cone
P.O. Box 1629 CERTIFIED MAIL
Lovington, New Mexico 88260 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300 FSL and 760’ FWL
Lea County, New Mexico

Dear Mr. Cone:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retum the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robert Bullock
Landman
RBAjf

enclosures



Z 351 693 340

US Postal Service

Receipt for Certified Mail
Na Insurance Caverage Provided.
Do not use for Intemational Mait {See reverse)

ﬁl’?ford Cone

SPOMBEX 162

Restricted Delivery Fee

Retum Recaipt Showing to
Whom & Date Delivered

Retum Receipt Showing to Whom,
Dats, & Addresses’s Address

TOTAL Postage & Fees $

Postmark or Date

CM#S

1_Ps Form 3800, April 1995

T elal AN St
25/1{

SENDER:

*© sCompiste items 1 and/or 2 for &dditional services.

sComplete items 3, 4a, and 4b.

=Print your name and address on the reverse of this form so that we can retum this | gxira fee):
card to you.
s Attach this form to the front of the malipiace, or on the back if space does not 1. O Addressee’s Address

permit.
»Write "Retum Recsipt Requested” on the mailpiece below the article number. 2. O Restricted Dslivery
sThe Retum Receipt wilt show to whom the article was delivered and the date
delivered.

| also wish to receive the
following services (for an

Consult postmaster for fee.

3. Article Addressed to:

Clifford Cone
P.0O. Box 1629

Lovington, New Mexico 88260

4a. Article Number

Z 357 ©93 340

4b. Service Type
O Registered & Certified
O Express Mail O Insured

[ Return Receipt for Merchandiss [J COD
7. Date of Delivery

5. Received By: (Print Name)

8. Addressee’s Address (Only if requested
and fes Is pald)

T bl AN AT

Thank you for using Return Receipt Service.

PS Form 3811, Decembe

|
|

i3

Is your RETURN ADDRESS compieted on the reverse side?
A

G *3 ‘B8l

994

1025959780175 Domestic Return Receipt
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- AFE NO. 97-343-0
ATES AUTHORITY FOR EXPENDITURE AFE DATE 1126107
PETRDLEUM NEW DRILLING & RECOMPLETION
’ CORPORATION -
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X_[New Drilling X foi Development Original
ARTESIA. NEWMEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600
COUNTY Lea STATE New Mexico !
LEGAL DESC. 3,300' FSL &'760' FWL LOCATION Section 2-168-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000] 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 - 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000| 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service :
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920430 Mud & Additives for Completion - 1,000
920-440 Cementing - Completion ) 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100|
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS [ §91,100| - 807,700|
TANGIBLE EQUIPMENT COSTS: .
930-010 Christmas Tree & Wellhead 2,000 26,000( -
930-020° Casing  11-3/4" @ 450 7,600 7,600
8-5/8" @ 4650’ §6,500] 56,500
5-1/2" @ 12,600 ' 93,000] ..
930-030 Tubing 27/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500/ -
TOTAL COSTS { 657.200! 1,213.200|

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 AL SPRINGER Approval
OWNER SHARE
| - J
BY '
L l
BY
L |
BY

r
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. . - OIL AND GAS LEASE , . Hall-Poorbaugh Press, Inc.
Roswell, New Mexico
THIS AGREEMENT made this 9th day of Decembef - 19.97 petween

Clifford Cone, LESSOR; and YATES PETROLEUM CORPbRATION - 70%,. YATES DRILLING COMPANY -

-10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. - 107, .all New Mexico

Corporations, LESSEE, - ‘ ’ T i ‘
Lesses, WITNESSETH:

1. Lessoein considenationof _ L€0_and no/100 ' . - == Pollars
¢ 10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee berein coritained, hereby grants, leases and lets exclusively unto Lessce for the *

purpose of investigating, explocing, prospecting, drilling and mining for and producing cil and gas, laying pipe lines, building roads, tanks, power stations, telephons lines and other structures
theteon'andon.mmmmmacmmwm«adjmntmdmﬁgummw,topmduoe,uve,tabmof.mt.mnspm.mdmsddpmdnw.ndhwdn;lumphyus.

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

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4 -

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any ime of
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be fora term of - 1 years
from this date (called “primary term”™) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. s

3 Tbemydﬂu(obepddbyl.esseeue:(a)onoil.‘\-u]./f&- of that produced and saved from said land, the same o be delivered at the wells or to the credit of Lessor into the pipe line to
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field whers produced oa the date of
purchase; (b) on gas, including casinghepd gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom,
the market value atthewellof .  * 1 /¢ .. .of the gas 50 s0ld or used, provided that on gas s0ld at the wells the royalty shall be ]s!{l, .+ of the amount realized from such sale; while
there Is a gas well on this leass or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the dats on which said well
is shut in and thereafter at annual intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from
this lease In paying quantties. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the dats sald
payment is due. Lessee shall have free use of ofl, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty on oil and gas shall be computed

after deducting any so used.

4. Lessee, atits option, is bereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
or leases in the immediats vicinity thereof to the extent, hereinafter stipulated, when in Lessee’s judgement it is necessary or advisable to do 3o in order properly to explore, of to develop and operats
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do 0 would, in the judgment of Lesseo, promots
the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for
guhereundaﬂnllnotmhmndaﬂyuceedlnmmmuchplmlmluanceofl%d:mf.pmvidedlha:houldgovemmenmm&oﬂtyhﬂnghﬂsd!edupuﬂihamhmdon
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lesses under the provisions may pool o
combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or moce strata. The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with
gas units, The pooling in one or more instances shall not exhaust the rights of the Lessee hercunder to pool this lease or portions thereof into other units, Lessce shall fils for record in the

ate records of thé county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessce may at its eloction exercise its
pooling option after commencing operations for or completing an off or gas well on the leased premises, and the pooled unit may include, but it {s not required to include, land o leases upon which
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for ol or gas have theretofore been commenced.
Operations for drilling on or production of cil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operstions for drilling
on or production of il and gas from Iand covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entirs acreage constituting such unit or units,
as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease.
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or elther of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis~that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the ofl and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, 30 allocated 1o the land covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the leass or oll pooled unit from which
itis producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not
from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation oc mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico Oil Conservation
Commission or other lawful governmental authority. In such eveat, the royalty payable to Lessor hereunder shall be computed and paid on the beisis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and ‘This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shail be filed with the New 0il Conservation
‘Commission, or other lawful suthority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement oc plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any
additional well are prosecited with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, o from
land pooled therewith, If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from
any cause, this lease shall not terminats if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect 30 long
23 such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter as il or gas is produced from said land,

- or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of
thecountylnwhlchtheleuedpmnmmdmmdxnnytimuﬂ:nhecompledonohdryboleonheeesudonofproducﬁononmdunit. In the event a well or wells producing oll oc gas in
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drll such offset well or wells as a
reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion
“or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. .

6. Lessee;hlﬁIuvcthed;btumydmeduﬂngonﬁertbeexpinﬂonofthislmetonemovenllpmpenynndﬁxmmsplacedbylzsseeonxddhnd,inchdingthed;htmdnwudnmove
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land

without Lessor’s consent.

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change oc division in ownership
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until
thirty (30) days after Lessee shall have beea furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments same,
In the event of assignment hereof in whole or in part Lability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such
breach. If six or more parties become entltled to royalty hereunder, Lessee may withhold payment thereof unless and unti furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estats created hereby nor be
grounds for cancellation hereof in whols or in part. In the event Lessor considers that operations are not st any time being conducted in compliance with this lease, Lessor shall notify Lessee in
writing of the facts relied upon as constituting & breach hereof, and Lesses, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessce shall develop the acreage retained hereunder as a reasonably prudent operator
but In discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing ofl in paying quantities and -
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities.

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon sald land either in whols or in part,
and in event Lessee does 10, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without imipairment of Lessee's right
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire foe simplo estats, thea the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party of parties executing the .

same.

10. Should Lesses be prevented from complying with any express or implied covenant of this lease, from conducting drilling of reworking operations thereon or I‘f:il‘l&vdudn‘ oll or gas
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any ordez, rule or n of governmeatal
- authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease
shall be extended while and so long as Lesses is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the
time while Lessee Is 30 prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. - .

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

Clifford Cone

Lessor ‘ Lessor




STATE OF NEW MEXICO,

INDIVIDUAL ACKNOWLEDGEMENT

County of

This instrument was acknowledged before me this ,_

by Clifford Cone x“
My commission expires
: Notary Public
CORJORATION ACKNOWLEDGEMENT
STATE OF NEW MEXICO, ‘
County of . } ss,
This instrument was acknowledged before me thisi
by ' ,L as
of . ' ‘r corporation
on behalf of said corporation.
My commission expires g
5 Notary Public
INDIVIDUAL ACKNOWLEDGEMENT
County of } ps.
‘This instrument was acknowlédgcd before me t.tfs
by
My commission expires .
' Notary Public
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MARTIN YATES. Ul
191 - 1985

FRANK W YATIZS
1436 - 1986

SN S. P. YATES
T E 5 CHAIRMAN OF THE BOARD
) FETROLELM e
_CORPORATION N AT

RANDY G. PATTERSON
SECRETARY

105 SOUTH FOURTH STREET
DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER,
TELEPHONE (505) 748-1471

December 9, 1997

Mr. Clifford Cone
P.O. Box 1629 CERTIFIED MAIL
Lovington, New Mexico 88260 _ RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Mr. Cone:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION

Robert Bullock
Landman
RB/lf
enclosures
01/21/98 ET5-60-36-025-3A-M

Dear Mr. Bullock: Certified Mail: P 371 217 560

In a follow-up to our telephone conversation, I am interested in pqrticipating
in the drilling of the subject well. However, I would like to review the
proposed Joint Operating Agreement before making a final decision.

With regard to my interest in the subject Tands, it is my position that the
Townsend Unit has no affect on the lands in Section 2. I believe that I have

a 0.5 acre mineral interest in the SW/4SW/4.

I have not signed the AFE which you enclosed, because it is unclear to me as to

the total acreage in the proration unit and, therefore, I am upcertain of my-
decimal interest and the amounts which I am agreeing to executing the AFE.

Sincerely, , E

Clifford Cone



MARTIN YATES, lil

1912 - 1985

FRANK W. YATES

1936 - 1986

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

~ PEYTON YATES
EXECUTIVE VICE PRESIDENlT

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXIC0O88210 TREASURER
TELEPHONE (505) 748-1471

December 9, 1997

Mr. Kenneth G. Cone
P.O. Box 11310 CERTIFIED MAIL
Midland, Texas 79702 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Mr. Cone:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and retum one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robiert Bullock
Landman
RB/jf

enclosures
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US Postal Service
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RB

AFE NO. 97-343-0
. AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
FETRDLEU" NEW DRILLING & RECOMPLETION
EDRPURHT |ON
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Drilling X |oil Developrent Original
ARTESIA, NEWMEXICO88210 Racompletion X |Gas X |Exploratory || Revised
TELEPHONE (505) 748-1471 Injector || Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico '
LEGAL DESC. 3,300' FSL & 760°' FWL LOCATION Section 2- 168-35E
FIELD HORIZON Morrow
DIVISION CODE 100 DIVISION NAME Qil & 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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
820-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000} - 15,000
820-150 Drilling Mud & Additives 32,000 . 32,000
920-160 Mud Logging Unit, Sampie Bags 11,600 ~ 11,600
920-170 Cementing - Surface Casing . 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400} > 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
820-440 Cementing - Completion . ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
820-460 Tools & Equip. Rental, Etc. - Completion 20,000
820-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
820-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS | 591,100{ 807,700|
TANGIBLE EQUIPMENT COSTS: ‘
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600 93,000] .
930-030 Tubing 27/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
840-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500/ -
TOTAL COSTS | 657 200! 1, 213 200|

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 AL SPRINGER Approval
OWNER SHARE
L _
BY
L J
BY
L |
BY

-
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"Produccrs88 Kev. . Year Lease) 5-96 (One YRARPAIDUPLEASE) Foem 345

. . - OILAND GAS LEASE v , . Hall-Poocbaugh Press, Inc,
Roswell, New Mexico
THIS AGREEMENT made this Jth day of, December 1997 petween

Kenneth G. Cone, LESSOR; and YATES PETROLEUM CdRPORATION - 70%, YATESFDRILLING_COMPANY -
-10%, ABO PETROLEUM CORPORATION - 107, MYCO INDUSTRIES, INC. = I0%Z, all New Mexico
Corporations, LESSEE, ' o :

. Lessee, WITNESSETH:

1. Lestorin comsiderntonof___ L1 _2nd 10/100 - e == Bollars
¢_10.00 _)in hand paid, of the royalties herein provided and of the agreements of Lessee herein coritained, hereby grants, leases and lets exclusively uito Lesses for the -

purpose of investigating, exploring, prospecting, ddlling and mining for and producing oil and gas, Iaying pipe lines, building roads, tanks, power stations, telephons lines and other structures
thereon'and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treal, transport, and own said products, and housing its employees,
the following described land in Lea County, New Mexico ; : , to-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any tims of
production of cil or gas and without further payments than the royalties berein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be foratermof: 1 years
from this dats (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. .

3.1‘hemy|1ﬂumbepddbylmeeu=:(l)onoﬂ.,ul/4»ofthnpmducedlndmedfmmsddlmd.t.bemnewbedeﬁvaednthewem«mhueditofwmoduplpellmto
which the wells may be conpected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field whers produced on the date of
purchase; (b) on gas, including casip g3 or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasolin or other product therefrom,
the market valve atthowellof. 1 /¢ ... .of the gas 5o sold or used, provided that on gas sold at the wells the royalty shallbe 1. /4 .~  of the amount realized from such sale; while
there i3 a gas well on this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well
is shut in and thereafter at anmual intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from
this lease in paying quantities, Payment or tender of sald shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the perties entitled thereto on or before the date said
payment is due. Lesseo shall have free use of i, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on ofl and gas shall be computed

after deducting any so used.

4. Lessee, atits option, is bereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee’s judgement it is necessary or advisable to do 50 in order properly to explore, or to develop and operate
sald leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or othet lawful authority or when to do so would, in the of Lesses, promote
the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in ares, and units pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority Baving jurisdiction prescribe o t the creation
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the peovisions may pool or
combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any
stratum of strats need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with
gas units, The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to poo! this leass or portions thereof into other units. Lesses shall file for record in the
appropriate records of thé county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its eloction exerclse its
pooling option after commencing operations foe or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to Include, land o¢ Jeases upon which
a well capable of producing ofl or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for ofl or gas have theretofore been commenced.
Operations for drilling on or production of ol o gas from any part of the pooled unit which includes all o a portion of the land covered by this lease regardiess of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrumeat designating the pooled unit, shall be considered as operations foe drilling
on or production of oll and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit o units,
as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the sxme werg included in this lease.
For the purposs of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, or either of them, from the
pooled unit, there shall be allocated to the 1and covered by this lease and included in said unit a pro rata portion of the oll and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units, Such aliocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included fn the unit that
pro rata portion of the cil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and inchuded in the poolod unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil pooled unit from which
it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is peoducing and not
from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance
covered hereby to any cooperative of unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico Oil Conservation
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor heceunder shall be computed and paid on the baisis of the ofl or gas aflocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and ‘This Jease shall
not expire during the life of such agreement o plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New 0il Conservation
‘Commission, oc other Iawful suthority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so Jong as operations on said well oc for drilling of reworking of any
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas 50 long thereafter as ofl o gas is produced from said land, or from
land pooled therewith, If, after the expiration of the primary teem of this lease and after oil or gas is produced from said land, o from land pooled therewith, the production thereof should cease from
any causa, this lease shall not terminate if Lesses commences operations for drilling o reworking within 60 days after the cessation of such production, but shall remain in force and effect so lon
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafter a3 il or gas is produced from said
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appeopelate records of
!hecountylnw,hlchdxcluxedpmﬁmdmmdnmydmemmecompleﬁonofadryholeormeeemdonofptoduaiononuidunh. In the event a well or wells g oll or gas in
paying quantities should be brought in on adjacent land and withiin 660 feet of and draining the fease premises, or land pooled therewith. Lessce agrees to drill such well or wellsas a
teasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record & release or releases covering any portion
‘or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all cbligations as to the acreage surreadered. .

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove
u!l casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bara now on said land

without Lessor's consent.

7. The rights of either party bereundet may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownershi
of the land oc royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lesses
thirty (30) days after Lesses shall have been furnished by registered U.S. mail at Lessee’s principal place of business with a certified copy of recorded instrument or instruments same,
In the event of assignment bereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such
breach. If six or more parties become eatitled to royalty hereunder, Lessee may withhold payment thereof unless and unti! furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estats created hereby noe be
grounds for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lesses in
writing of the facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days aftee receipt of such notice in which to commence the compliance with the obligations
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the ares retained hereunder and capable of producing ofl in paying quantitiesand
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the arca retained hereunder and capable of producing gas in paying quantides.

9. Lzuorb«ebywnmmdwtodefendthedﬂewwdlandandagreesthatusseeniuoptionmaydischargennymx.mortgageot_othulluponsddhnddthuhwholepﬂnpm.
and in event Lessee does 5o, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same, Without inipairment of Lestee's right
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fee simplo estats, thea the royalties to be paid
Lessor shall be reducéd proportionately, Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties exccuting the .
same.

10. Should Lesses be preveated from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from cing oll oc gas
therefrom by reason of scarcity of or inability to obtain o to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or of

- quthority, then while so prevented, Lessee's obligation to comply with such covenant shall be sushended, and Lessee shall not be liable in damages for faflure to comply therewith; and this lease

shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the

time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. - .

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

Kenneth G. Cone

Lessor ' Lessor



INDIVIDUAL ACKNOWLEDGEMENT

STATE OF NEW MEXICO, ‘
County of : } s,

This instrument was acknowledged before me this

by ;
My commission expires -
| Notary Public
CORPORATION ACKNOWLEDGEMENT
STATE OF NEW MEXICO, :
County of - ' }ss
This instrument was acknowledged before me ﬂm}
of . % corporation
on behalf of said corporation.
My commission expires ?"
‘ | Notary Public
INDIVIDUAL ACKNOWLEDGEMENT
STATEOF. .TEXAS. AU
County of }155'
This instrument was acknowledged before me dr,ls
by Kenneth G. Cone |
My commission expires _- ' ; k : ;
| Notary Public
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MARTIN YATES, il
1912 -1985

FRANK W. YATES
1936 - 1986

Mary Irwinsky
4404 Odessa Avenue
Ft. Worth, TX 76133

Dear Ms. Irwinsky:

/“ oo S. P. YATES
T E 5 CHAIRMAN OF THE BOARD
/) FETROLEUN
) "“‘T-’f{:.’:\?““{ . E U R F DR H T I D N ExE?STYVE?/‘Ti;/:?TszzENT

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY

ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471

105 SOUTH FOURTH STREET

February 12, 1998

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600°. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retum the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)

original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.

Thank you.

RB/jf
enclosures

Very truly yours,
YATES PETROLEUM CORPORATION

et d

Robert Bullock
Landman
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RE

~AFENO. 97-343-0
'. AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
a" FETRDLEUH NEW DRILLING & RECOMPLETION
/ CORPORATION
AFE Type: Wall Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Driliing X [oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final
LEASE NAME Fieid APK State Com. #3 PROJ'D DEPTH 12,600'
COUNTY Lea STATE New Mexico :
LEGAL DESC. 3,300' FSL & 760' FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
§20-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,4001 - 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
820-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion - ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS P 591,100] 807,700}
TANGIBLE EQUIPMENT COSTS: '
930-010 Christmas Tree & Wellhead 2,000 26,000} -
930-020 Casing 11-3/4" @ 450" 7,600 7,600
8-5/8" @ 4650° 56,500 - 56,500
5-1/2" @ 12,600’ - 93,000] ..
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructnon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS [ 66,100] 405,500] :
TOTAL COSTS I 657 ZOOL 1,213,200|
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 AL SPRINGER Approval
OWNER SHARE
L l
BY '
L ]
BY
L N
BY
L 3




", Producc.s 88 Rev, 1 Year Lease) 5-96 ' (One . YEARPAID UP LEASE) Form 345

OIL AND GAS LEASE ' . Hall-Poorbaugh Press, Inc, -
‘ Roswell, New Mexico
THIS AGREEMENT made thls 12th day of __February . . 15 98,

Maty Irwinsky, dealing in her sole and separate .property, ﬁESSOR; and“YATElS 'PETRCLEUM:l'
CORPORATION - 10Z, YATES DRILLING COMPANY - 10Z, ABO PETROL-EU'M~"CORP.:ORATION~~ l_OZ, MYCO

INDUSTRIES,. INC. =.10%, all New Mexico corporations, LESSEE, , 2

L uucrineonddaﬂonof ~ Ten and no/100 , . == Doll
¢ 10.00- )inkand pald, of the royaldes bereln provided and of the agreements of Lessce hereln coriained, heroby griats, leases and lets exchobivaly uato Lesses for the -
purpose of investigating, explocing, prospecting, drilling and mining for and producing ol and gas, laying pips Lines, bullding roads, taaks, powee stations, » lines and other siructures
dmcreonmdon.mudmhndsmdorddmedbyuuoudjm contiguous threto, to produce, save, take care of; treat, transport, and own sald and housing its smployees,
the following described land in ___Lea County, _ __New Mexico . - - - L towit

Township 16 South, Range 35 East, NMPM.'
Section 2: SW/4SW/4 ..
2. Mthoutnfmncatdthéeommt.pmucudonotcessaﬁonltanydmeofdﬂlﬂngorothefdevelopmenzopenﬂonsand/ortotbcdhéovuy on at any time of

. , development oe cessation at any
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else berein contained to the this leass shall L years
frommlsdam(uﬂed‘pdmm')!ndnlonztbauﬁauoilorgui:pmduccdfmm'mdhndothndwilhwilchmdlandhpooledherm T boforatzamal. 1

3, The royalties to be paid by Lesses are: (2) on ofl, _1/ é_oflhnpmduwdmduvedfmmnldhnd.tba’umwbedeuvmdmbeweﬂlortothomdnofwhbthpi Live to
which the wells may be connected; Iummyﬁomdmetddmepurchawnymyﬂtyoﬂlniuwpmgmmmm&WaMufahMMWw;ma
purchase; (b) on gas, including casip, _woro(hermeoumbmme.pmduwdﬁom:ﬁdhnd._udsold.or,mdoﬂ‘ﬂwpuuﬂm"&f ?Mamemmm
the market valus at the well of : of the gas 30 s0ld or used, that on gas sold at the wells the royalty shall be - 7 " of the amount realized from such sale; whils
there is & gas well on this lease oc on acreage pooled therewith but gas i3 not being sold or used, may pay o tender as royalty, on or befocé ninety (90) days after the date oa which said well
is shutin and thereafter at annual intecvals the sum of $1.00 per acre, and if such payment is made or tendered, this Jease shall not terminata and it will be cpasidered that gas is being produced from
this lease in paying quantities, Payment oc tesider of said shut-in gas royalty may be made by check or draft of Lesses mailed or delivered to the parties entitled thaseto oa or before the dats sald
g;ym::;lﬁ:e. uw&nmﬁuﬁqeofdl.meodandwwfmmmdhpd.excepcwat_erfmmMswelhhﬂoﬂommmhw“ﬂﬁmmumu

er deducting any so . ‘ . Ch LT e e

4. Lesses, atits , 13 bereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oll and gas, ot either of them, with other land, lease
or leases in the vicinity thereof to the extent, hereinafier stipulated, whea in Lessee's judgement it is necessary or advisabls to do so in order property to exploes, or to develop and opezats
sald lwedpuﬁluhmpﬂmlm&ommuofumwm:ﬂeooﬂ&w“Comhdon.wohhwﬁdmtbodtyqt’vbnbdqw_vodd.‘h.ﬁgwa ), promote
the conservation of oll and gas in and under and that may be produced from said premises, Units pooled for ofl hereunder shall not substantially éxceed 40 acres each in area, and tinits poclad for
gas hereunder shall not substantially exceed in srea 640 acres each plus a tolerance of 10% thereof, provided that should governmental anthority Ravia . '
of units larger than those units thereafter created may conform substantially in size with those prescribed by governmental regulations, Lesses undet the povisions may pool or
combine acreage covered by this leass, or any portion thereof as above as to oll in any one or more strata and as to gas in any one o more strata, The tnits formed by pooling as to an
stratum of strata need not conform in size or area with the unit or units mwbichxheleuenpooledoreomb!nedumm.ommammwmmd'mummwz
gas units, mmom;hmummmanmtahmtthedxhuofmewwwwndapﬁlmum«pmdouwmmm'lm:hnﬂkﬁntueud n the
eppropriate records of the county in which the Jeased premises are situated an instrument describing and designating the pocled acreage as a usit. Lessos may at its election its
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may inclisde, but it is not required to include, land oc leases upoa which
a well capable of g ofl or gas ia paying quantities has theretofore beea completed or upon which operations fot the drilling of a well for oil or gas have theretofors been commenced.
Operations for on oc production of cil or gas from any part of the pooled unit which includes all o a portion of the land covered by this leass regardiess of whetber such operstions for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designatipg the pooled unit, shall be considered as operstions foe drilling

eatire acreags

on or production of il and gas from land covered by this lease whéther or not the well or wells be located on the premises covered by this lesss, and the constituting such unit oc units,
except the payment of royalties on production from the pooled unit, as if the same werg focluded in this leasa,

23 to oil and gas, or efther of them, as herein peovided, shall be treated for all purposes,
For the purpose of computing the royalties to which owners of royalties and paymeats out of production and each of them, shall be entitled on production of olf and gas, de of them, from the
pooled unit, thers shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unlt after

deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the unit that
pro rata portion of the ofl and gas, o elther of them, ced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unft bears to the total pumber
of surface acres included In the pooled unit, bereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, 30 allocatad to the land covered
by this lease and included in the unit just as though such production were from such land, The production from an cil well will be considered productioa from the lease or ol pooled uait from which
it1s producing and ot as production from a gas pooled unit; and production from & gas well will be considered as production from the lease oe unit from which it is producing and not
from an ofl pooled unit. In addition to the foregoing, Lessee at jts option is hereby givea the right and power from time to tims to commit saidJand or any part oc formation &¢ mineral substance
covered hereby to any cooperative or unit agreement or plan of developmeat and operation, and to any modifications thereof, which have beea app E&MMG&MM
Commission o other Jawful governmental athority. In such event, the royalty payable to Lessor hereunder shall be computed and paid an the basis of the ofl or gas allocated to such land under
thetcnnscfmymcbwuphnofopmdon.whlchbukshdlbetheumcbywhlchtbemyl'l.t{duetheUnltedSmeaatbeSmdeMdcokeummd ‘This Jease shall
not expire during the life of such agreemeat or plan and shall be subject to the terms thereof and sald agreement or plan of operation shall be filed with the Ol Conservation
*Commission, or other lawful authority, and Lesses shall record in the county in which the leased premises are situated, an instrument desceibing such agreement or plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells, T SR

5. 1f at the expiration of the primary term oll or gas is ot being produced oa said Land, or from land pooled therewith, but Lesses is thea engaged in drllling of rewocking operatioas thereon,
cuhnllhxvceomplmdadyhok,m'dﬁnwdmpdat_otheendoubepdmmMmmmmfmwbuumgddnnuh'MQMdm
additional well are stod with po eessation of more than 60 ‘consecutive days, and if they result in the production of oil o gas so long -w«mmmmcm

after the expiration of the primary term of this lease and after oil or gas is produced from sald land, or from land pooled therewith, the thereof should ceass from

1and pooled th, If,
aang'c‘;?xose,!hhleu'uhllnotmnlml!uuecmopmdomfordxmln;otmkin;whhlnmdaysmmewud' onofmchﬁudm., mmmnmum»m
1s such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oll and gas, so thereafteras oil or gas is from sald
unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessce by instrument filed for record in the appropeiate records of
]

or from land pooled therewith.
nhecountyumchmc‘huedm_dw-xmydme-!m:heeompledonohdryholeord:e’eemﬂonofpmducdononmdnn{t. Ip&omnnnammndn ofl or gas (o
paying quantties should be brought in on adjacent land and witliin 660 feet of and draining the leass premises, or land pooled therewith, Lesses agrees to drll such well oc wells asa
reasonably prudent operator would deill under the same oc similar circumstances, Lessee may at any time executs and deliver to Lessor or place of record a releass or releases covering any portion
‘or portions of the above described premises and thereby surrender this leass as to such portion or portions and be relieved ér all obligations as to the acreags surreadersd. .

6. Lessee shall have the right at any time durin or after the expiration of this lease to remove all property and fixtures placed by Lessee od sald land, including the right to draw and remove
all ca.sing.quen required by gsor.mliuee will bfuy all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land

without Lessor’s consent,
7. The rights of either hercunder may be assi, inwholaorin art, and the provisions hereof shall extend to their heirs, successors and assigns but oo or division in ownershi
Pt e y o 4 ? ownesshi, mm::mwﬂ

f the land altles, however accomplished, shall operate to ealarge the obligations or diminish the rights of Lessce; and no changs or division in such p

Sﬁn;(gg)zy?ymﬁmmmmwwmwmdU.S.mnnuunee'lpdndpalpheeqfwsinmwuhaeuﬂﬁedwpydmdodhmmuhmu%m
In the eventofudgnmeazhaeofhwbple*orhpanuabmtyforbmd:ofnyobupﬂonbawndashanmtm!uslwlyufontbeowmo{thhlemerohpodoawm ts such
breach. If six or more parties become entitled o royalty hereunder, Lessee may withhold payment thereof unless and untl] furnished with a recordible instrument executed by all such parties

designating an agent to receive gnymentfoull. .

8. The breach by Lessce of any obligation arising bereunder shall not work a fofelturs
gmundsforuncellzonhmoﬂmobuhm l:ummuuuwmmmwmmmummm;wmmmmm'mmmmmmmu
wﬂﬁngormmmuwummaww,mmuinmwmmwmmmrmhmmmmnmm with the obligations
lmposedbyvimooﬂhhlnmAnmbodimvuyofoﬂorpslnpﬁngmdduonddmwmmnmuammkmkulmwm porfl

butin discharging this obligation it shall in no event by required than one well ;
one:ellsperm’wqplun’u;uawkqncomwmI%dmm_dmmmmmmdcapwb_ofptodudgswh in )
9, uuubéebjwmmhdwb,defadmcduem:ﬁdhndandamdml.umnluopdmmydhchmennymnmu.mhmﬂdhndthwbkuhm
Léssee with the right to eaforce and apply royalties accruin, leﬂl:;m Without inipairment of Lesses's tight

and in event does 50, it shall be subrogated to such Hen with the righ! same and apply royal e g A aipalm bblpg.i

der the warranty in avent of failure of title, it is agreed that if Lessor owns an interest in the oil oc gas on, in or under sald land less than the
&:rthbemdueédpmpaﬂmﬂy.wmm«mofmepnﬂunawuwmfmwwmmmummummmmq cties executing

same, .

10. Should Lesses be from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon of from ol or gas

mmﬁ-ombymnormmtmmbnwzpobufnottouscequipmcntotmmrial.orbyopmdonotfomemajcure.mykdaﬂamhwanyadu.mhum!ﬁ?{dupmul

: numority,lhenwhiluopumted.m'lobﬂpdontommplywhhsuchthwmdelnuu&bhhw&mwMMMﬂ;m
shall be extended whils and 0 long as Lesses is provented by any such cause from conducting drilling of reworking operations on or from producing oll.of gas from the leased premises; and the
time while Lessee is 5o prevented shall not be counted against Lessce, anything in this lease to the contrary notwithstanding. - - :

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

Mary Irwinsky
SS#




'INDIVIJUAL ACKNOWLEDGEMENT

M . OF A« L . co. .'A . ‘
County of ' } §s

This instrument was acknowledged before me this ' ' —

by : - .,“ l _‘T'-

- *__

: Myeemmissione;cpires ' - j —
' L Notary Public

CORPORATION ACKNOWLEDGEMENT .

S'r.msoxrﬁﬁWmht':o. o
Countyof - : }Ss

This insmnnent was acknowledged before me this __,_ _ 4
'°£:. ." . o~ B : .
on behalf of said corporation. -
My commlssién expires

corporation

B et SN

RPN

e . NotaryPublic
INDJVIDUAL ACKNOWLEDGEMENT

' .. . OF.", 'EU *“ .1: " | . o L |
Countyef - }SSJ'

This Instrumeut was acknowledged before me thxsl

by Mary Irwinsky, dealing in her éole and separate property

N

F
£
'
TA

| - Notaty Public

LN

S LI
M., and duly
, Deputy

—Page L
_ reconds of this office. -

,19
County, NM.

County Cleck

R

Producers 83 Revw, (3 Year Lease) 596
- Oiland Gas L
'FROM T
IO
This instrument was filed for record on the

o'clock ___.

moordedinBook; :‘f;. -
of the o

thd fecordcd return to .

day of _

Dated
No. Acres
Term

By



MARTIN YATES. Il
1912 - 1985

FRANK W. YATES
1936 - 1986

y PETROLELIM
CORPORATION

105 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO 88210
TELEPHONE (505) 748-1471

February 12, 1998

Constance Cobb Keen

4915-D 94th Street CERTIFIED MAIL
Lubbock, TX 79424 : RETURN RECEIPT REQUESTED

RE: Field APK State Com #3

S. P. YATES
CHAIRMAN OF THE BOARD
JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

Township 16 South, Range 35 East, NMPM

Section 2: 3300’ FSL and 760' FWL

Lea County, New Mexico

Dear Ms. Keen:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retumn the AFE to our office, and | will forward our Operating

Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)

original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

YATES PETROLEUM CORPORATION

K 0l A

4351.

Thank you.
Very truly yours,
Robert Bullock
Landman

RB/jf

enclosures
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SENDER: . .
uComplete ftems 1 and/or 2 for additional services. | also wish to receive the

uComplete items 3, 4a, and 4b. following services (for an
®Print your name and address on the reverse of this form so that we can retum this | gxira fes):
card fo you.

# Attach this form to the front of the mailpiece, or on the back if space does nat 1. [J Addresses’s Address
pernit.
aWrite “Return Receipt Requested” on the mailpiece beiow the article number.

[ Retum Regsipt for Merchandise [J COD

773

5. Received By: (Print Name} 8. Addressee’s Address (Only if requested
and fee is paid)

6. Signature: (Addr orAgent} /" v,ué(— AN T A
X | e L Lo Cm#3 Aoy

Is your RETURN ADDRESS completed on the reverse side?

PS Form 3811, December 1994 102s95.97-80179  Domestic Return Receipt

[

ceipt | P i 2. [ Restricted Delivery
»The Retum Receipt will show to whom the article was delivered and the date {
delivered. Consult postmaster for fee.

3. Article Addressed 1: Za. Arficle Number —
Constance Cobb Keen 2 IJ‘/ cY1le BQ5
4915-D 94th Street 4b. Service Type ]
Lubbock, TX 79424 01 Registered

0O Express Mail (3 insured

L anan

Thank you for using Return Receipt Service.



RB

AFE NO. 97-343-0
. AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
¥ FETRDLE”" NEW DRILLING & RECOMPLETION
’ CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X {oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory ' Revised
TELEPHONE (505) 748-1471 Injector [ | Final — .
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300’ FSL & 760’ FWL LOCATION Section 2-168«35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 - 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental ‘15,000 15,000
920-150 Drilling Mud & Additives 32,000 - 32,000
920-160 Mud Logging Unit, Sampie Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Too! & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ’ 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100}
920490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
$20-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS { 591,100] - 807,700}
TANGIBLE EQUIPMENT COSTS: -
930-010 Christmas Tree & Wellhead 2,000 26,000| -
930-020 Casing 11-3/4" @ 450' 7,600 ' 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600’ 93,0001 ..
§30-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500 -
TOTAL COSTS | 657,200 1 213.200
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 AL SPRINGER Approval
OWNER SHARE
[ |
BY '
L ]
BY
L l
BY :
: ] L 1
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. -+ OILAND GAS LEASE , . Hall-Poorbaugh Press, Inc, -
. , : Rogwell, New Mexico
THIS AGREEMENT mads this 12th day of__ February . . 19.-98,

Constance Cobb Keen, dealing in her sole and separate property,.LESSOR; and YA'I‘ES
PETROLEUM C_QRPORATIQN. ~-70%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM C.ORPORATION-
10Z, MYCO-INDUSTRIES, INC. - 10Z, all New Mexico corporations, LESSEE, o

1, Lessoen onslderaionof__T€0_and 10/100 et == Dol
¢ 13-00& _ unhndl’d"-d&ﬁwwmmmdeuonwmWMMMMW@W?&M :
purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pips lines, building roads, tanks, power stations, » lines stroctures
thereon and on, over and across lands owned Mﬁby%ﬁjmmmmmwpﬂg&mmogmmmiﬂmm m“:mhm

e ea ' County, New Mexico . - -

the following descsibed land in o toawits

Township 16 South, Range 35 East, NMPM.'
Section 2: SW/4SW/4

2. Without refecence to the commencemeant, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development o cessation at any time of
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a termof "1 years
from this dats (called *“primary term") a0d as long thereafter as oit or gas Is produced from'sald land or land with which said land is pooled hereunder. - ’ ’

3. The royaldles to bo paid by Lesses are: (a) on ofl, __L/ & _of that produced and saved from sald Land, the sames to be delivered at the wells o to the czedit of Lassor Into the pips Line to
which the wells may be ; Lesseo may from time to time purchase any royalty ol in its posscssion, paying the market prit8 therefor prevailing for the fleld whers peoduced oa the date of
purchnse;@)mmmm;mﬁm«om«pmmmummmmm,mdwuw,mdoﬂhwwkd'@f??wmdménuummm
the market value at the well of, ; of the gas 30 s0ld or used, that on'gas sold at the wells the royalty shall be - " ‘of theamount realized from such sale; while
there [s a gas well on this leass or ca acreage pooled therewith but gas 15 not being sold o used, Lessee may pay or teader as royalty, on or beford ninety (90) days after the dats on which said well
13 shut {n and thereafter at snnual Intecvals the sum of $1.00 per acre, andif such payment is made or tendered, this lease shall not terminata and it will be coasidered that gas i being produced from
this leass in paying quantities, Payment or tesider of said shut-in gas royalty may be made by check or draft of Lesses mailed oe delivered to the parties entitlod thareto on of befors the dats sald
iaymentlseg:a. m&nmﬁumomlmeodndmfmdehnd.exceptwmﬁomwsor'nweus,mmwoummumbudlﬁpdnﬂhw

er deducting any so . ’ ) . ) MR e e e 3 N

4, Lessee, atits is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof 23 to oll and gas, or either of them, with other land, lease
or leases in the vicinity theseof to the exteat, hereinafter stipulated, when in Lessce’s judgement it is necessary or advisable to do so 1 arder properly to explors, or to develop and operate
sald Jeased premises 1o compliance with the spacing rules of the New Mexico Ol Conservation Commisslan, or other Iawful authorlty o whea to da so woald, I ihe judgment of Lesses,
the conservation of oll and gas in and under and that may be produced from sald premiscs. Units pooled for oll hereunder shall not substantialty éxceed 40 acres each in aree, a0d units pooled for
gas hereunder shall not substantially exceed in grea 640 acres each plus a tolerance of 10% therecf, provided that should govemnmental authodty peesceibe or pi
of units larger than thoss units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lesses undet the povisions may pool of
combine acreage covered. dﬂsluu.umypuﬁoumaeofnaboyarmﬂdedutodllnmyono_orn_wmtmmduto;ulpmymotm'mmﬂdﬂ@"bypooliuubmy
stratum or strata need not conform in size or area with the unit or units into which the lease Is pooled or combined as to any other stratum or strata, and ofl units need ot conform as to area with
gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee bereunder to pool this leass o portions thereof Into other units, Lessee shall fils foe recaed ia the

appropriats records of thé county In which the Jeased premises are situated an instrument describing and dexignating the pooled acreags as a unit. Leases may at its election its
pooling option after commencing operations foc or leting an oil or gas well on the leased premises, and the pooled unit may {nclisde, but it is not required to include, land oc leases tpon which
1 well capables of dlorpllnptyln;qmzﬂuhuthmwfonbeeneomglmdowponwhlchbpmdomfonheddmngohwntadlamhmmmw

Operations for g on o production of oll or gas from any part of the pooled uait which includes all or a portion of the land covered by this Jeass regardless of whethor such operations for
drilling were commenced o¢ such production was secured before or after the execution of this instrument o the instrument designating the pooled unit, shall be considered as oparstions for drilling
on or production of cil and gas from land covered by this leass whether or not the well or wells be located on the premises covered by this Jeass, and the entire acreage coastituting such ualt o¢ units,
23 to oi! and gas, or either of them, as herein provided, ahall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same werg included in this leasa,
Forthepmpouo{eompudnubcmyddumwbkhawmofmyxldesm‘iraymenuoutofpmducdonmducbom:em.Mbeendﬂeﬁmpodncﬂmdcﬂmdmd’ of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oit and gas, or either of them, produced from the pooled unit after

that used for operations on the pooled units, Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included inthe unltthat
pro rata portion of the ofl and gas, or elther of them, from the pooled unit which the number of surface acres covered by this leass and included in the pooled unit bears 1o the total pumber
of surfacs acres included in the pooled unit. bereunder shall be computed on the portion of such production, whether it be oil and gas, or elther of them, s0 allocated to the land covered
byuusmsemmummmm-m#wﬁasdmmmxmgm@sgmwmu;mmmmm&mawwmmém .
itls producing and not as froma t agas €0l as production oc which it §s producing and not

producing a3 production gas pooled production mm:hd e o

from an ofl pooled unit. In addition to the foregoing, Lessce at its option is given the right and power from time to time to commit any

wvmdhazl;.;wmywbpmdwuudz'wupmaav%dbymmopqmomudmmymdiﬁuﬂoumuwﬂwhlcbmw the New Mexico Oil Conservation
Commission of other Jawful governmenta] authaity. In such event, the royalty payable to Lessor hereunder shall be computed and pald oa the bisis of the ofl or gas allocated to such land under
lbczcmuofmymchmuphndopmﬂon.wuchbaﬂuhdlbemembywhichmemyl:{mmeUdudSuuudnSnbo{MMdeoh mmmm
not explre during the lifs of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of cperation shall be filed with the Oll Conservation
'Conmmon.ammmmmmmmmmmemmmmmwmmﬁmmmmmmwwwﬂnqmqm

the commitment thereto, and the same may be recorded either before or after the completion of wells. :

5. 1f at the explration of the pmary term oil or gas Is not being produced on sald land, or from land pooled therewith, but Lesses is then engaged in drilling or reworking operations theseon,
or.h.nmmw:aym‘mmwdmmp:heendomepdmmm.mmmmmfmwbuummmm«faﬂmuqrmm;dny
addluonalWﬁl&nmammwmﬁvedayx.mdmbeymunlnl!nmducdonofouorguwbng asollorgasis from said land, or from
land pooled th, If, after the expiration of the primary term of this leass and after oil or gas is produced from sald land, or from land pooled therewith, the thereof should ceass from
anycause.thhleu'uhlllmmﬂmi!lummmwomﬂomfwd:ﬂﬂuamﬂngwitﬂnGOdayuﬁmhecemﬂonofmchmndm but shall remain ia forcs and effect s0 loo,
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so Muﬁuucﬂcmhgoduldmm
of from land pooled therewith, Agy unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by Instrument filed for record 1 the appropeiats recoeds of
thecountthhlchdu’hladpmmﬁ.dmwdnmymnhenbecompledon of & dry hole or the cessation of production on sald unit. hhmavﬂcwmcmnduenwmh
paying quantitles should b brought in o adjacent land and withiin 660 feet of and draining the Jease premises, or land pooled therewith, Lessee agrees to ddll such well or wells as a
reasonably prudent operator would drill under the same oc similar circumstances. Lessee may at any time executs and deliver to Lessor or place of record a release or releases covering any portion
‘or portions of the above described premises and thereby surrender this lease as to such portion or. pordons and be relieved é¢ all obligations a3 to the acreags surendesed. )

6. Lesses shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lesses on said land, including the right to draw and remove
2l casing, wamanedby(‘zm%winbfuympipeHnubelowordinxyplowdepth.mdnoweu;haubeddﬂedwidxlntwohmdmdﬁetdnymcqumsddhud
without Lessor’s conseat. ' ’ v
or division in ownershi

7, Therights of elther hereunder may be assi; lnwholcorinpaﬂ.lndtheprovklombutdhhlluwndmmekbein.lumlndudmwmcmp
otmelmdorgnl.}iu.bowmm mlhnopencmwenhrgetheobﬂpﬂmudlmlnkhtheﬂghuofm;mdnocbmpdrdlvlﬂonhmmwp Mh&duuhm.uﬁ
o

thirty (30) days after Lesseo shall have furnished by registered U.S. mail at Lesses's principal place of business with a certificd copy of recorded : same.
In;’;(cve)nto);‘udpmhmofhwbobchpmuz{wt‘ykfauwhefmyowudonhawndaduﬂmtuclwwlyufonMomdmkmadawﬂuWWMtﬂm
breach. If six or mors parties becoms entitled to royalty hereunder, Lessee may withhold paymeat thereof unless and unti] furnished with a recoedible instrument executed by all such parties

designating an ageat to recalva payment focall. . .

. The breach by Lessea of any obligation arising bereunder shall not work a focfeiture or termination of this leass nor cause a termination or sevislon of the estats creatad heseby nor be

mui&?;mnzmwﬁmﬁnm 1n the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lossor shall notify Lesses in

wﬂungormmmumuwm-mm.mmmnmmmnnyaysmmdp:omchwdumwwwmummuebw

1mposedbyvlmeonhhmAmudmydonormhpm;qmdwonmmwmmmmﬂupwmq;mw ]
buundlschuz!ngmhowmmknhmmbynqdmdwdrﬂlm&n,mwdlpu!aw(&)mof&emmuludhqmdamdmbkdpwdudlhm and
oncweupaaompmuwwmmnm1Mofmm.dmmmmwmmg_dmmmhmm c " '
. i s . . - DAY ] L . .

9. Lessor hereby 'mhdwb‘deﬁndmedtktomdhndnndwthnlamuiuopdonmydhchugemym. upthxhupm:ddhnddﬁshwbhu!nm
and in event Léssee does 30, it shiall be subeogated to such len with the right to enforce same and apply royalties accruing hereunder uﬂ:;mm ment of Lesseo's right
under the warranty in avent of faikure of title, it is agreed that if Lessoc owns an Interest in the oil of gas on, In or uader 2ald land less than the foo simple estats, then the : tobepald.
Lessor shall be reducéd proportionately. S{nddlnyomormoftbepardanmpdumsmfmwmmmhlmllmnnemkuqummqu. : c_eani,uchs .

same,

10. Should Lesses be prevented from complylng with any express or implied covenant of this lease, from conducting drilling or reworking opezations thereon o w oll or gas
therefrom by reason of scarcity of or Inability to obtain of to uss equipment of material, o by operation of force majeure, any Federal of state law or any ordes, rulo of of governinental
* authority, then while so prevented, Lesses's obligation to comply with such covenant shall be sushended, and Lessee shall not be lable in damages foe fallure to comply therewith; and this leass
shnllbeemndedwh!!emdaolongul.eushpuvemedbymy:uchc;uwfxomeonducdngdﬂﬂlngamkingopc:aﬁomonorﬁomMgoﬂamﬁmhwmwm
time while Lessee is 5o prevented shall not be counted against Lessce, anything in this lease to the contrary notwithstanding. - o

IN WITNESS WHEREOF, this instrument is executed on the date first above written, :

Constance Cobb Keen

SS#




INDIVIPUAL ACKNOWLEDGEMENT

STATE OFNEW MEXICO, |
County of ___. . . } §S.

This instrument was acknowledged before me this___ ' - L

S— N

My commission expires ____ SR

Notary Public

CORI,’OPATION ACKNOWLEDGEMENT |

STATE OFNEW MEXICO,
County of . : : }“

This instrumenit was acknowledged before me this —+

byv- — —t
of L ST i : , SN corporation

‘onvbehalfoif'siidcbrpoijat'ion. - SR
Mycommiss'ibnexplf_o;’c IR — . ——
o . : - Notary Public

IND|VIDUAL ACKNOWLEDGEMENT

STATBOR: ., = ' - P ,
County of o }ss;

i

‘This instrument was achbwlédged before me thssnf

by - Cons__tgnce Cobb', kgen, dealing iiiin her sole and separate propert

s Se— e

Mycommissionexﬁircs L e
‘ Nota'fyPublié

~

-

VY

A9,
M., and duly
, Deputy

, Page s
_ records of this office. .

,19
County, N.M.
Couniy Clerk .

o'clock ____._

When recorded return to
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FROM
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day of

This instrument was filed for record on the

Dated

No. Acres

Term

at

recorded inBook ... -
of the ' '
By.




MARTIN YATES, Il
1912-1985

FRANK W. YATES
1936 - 1986

Charles M. Fuchtman
P.O. Box 10109
Huntsville, AL 35801

Dear Mr. Fuchtman:

ATES
! PETROLELIM v
CORPORATION

EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXIC0O88210 TREASURER

TELEPHONE (505) 748-1471

February 12, 1998

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760" FWL
Lea County, New Mexico

Yates Petroleum Corporation proposes the drilling of the captioned weli to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retumn the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)

original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.

Thank you.

RB/jf
enclosures

Very truly yours,
YATES PETROLEUM CORPORATION

Robert Bullock
Landman



Z 443 810 334

US Postal Service

, Receipt for Certified Mail
No Insurance Coverage Provided.
Do not use for Intemnational Mail (See reverse,

\@f8Hes M. Fuchtman

SR 109
juntsville, AL 35801

H
Post Office, State, & ZIP Code
Postage $
Certified Fee
Special Delivery Fee
Restricted Delivery Fee
wn
R | Retum Receipt Showing to
T | Whom & Date Delivered
"5 [ Retum Receipt Showing to Whom,
< | Dale, & Addressee’s Address
o
8 TOTAL Postage & Fees $
"g Postmark or Date
| Gttt ST
o1 o £33 773 /g
—
+
% SENDER: .
B, =Compiele items 1 and/or 2 for additional services. | also wish to receive the =
@ mComplete itoms 3, 4a, and 4b. following services (for an
} @ ®Print your name and address on the reverse of this form so that we can retum this .
2 cardtoyou. exira fee): aQ
% ® Attach this form to the front of the mailplece, or on the back if space does not 1. [J Addressee’s Address .53.’
} © *Write "Retum Receipt Requested” on the mailpiece below the article number. i i 04
' g lThg Retum Receipt will show to whom the article was delivered and :‘ha datra 2.0 Restricted Dellvery ?.,’
£ detivared. Consult postmaster for fee. %
B 3. Article Addressed to: 4a. Article Number @
® - T
3 Charles M. Fuchtnzan Z Y43 10 397/ EL_»
£ P.O. Box 10109 4b. Service Type 2
8 Huntsville, AL 35801 O Registered @ coriiod g
O Express Mail . ) Insured ."E.
O Retum Receipt for Merchandise [J COD 3
7. Date of Delivery 2
3
2/ /78 3
5. Received By: (Print Name) 8. Addressee’s Address (Only if requested &
and fee is paid) -
3 - FZ
5 6. Signature: (Addressee or Agent) d—do( 4 AL
o 4
S Xpf f on E e | Oom¥3 Rl |

PS Form 3811, December 1994 1025959780173 Domestic Return Receipt

|




97-343-0

o AFENO.
AT AUTHORITY FOR EXPENDITURE AFE DATE 11126097
f PETROLELIM NEW DRILLING & RECOMPLETION
' CORPORATION :
AFE Type: Well Objective:  Welf Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Expioratory Revised
TELEPHONE (505) 748-14T1 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD ~ HORIZON Morrow
DIVISION CODE 100 DIVISION NAME Oil & Gas Division
DISTRICT CODE DISTRICT NAME
BRANCH CODE BRANCH NAME
PROGNOSIS: |
INTANGIBLE DRILLING COSTS: DRYHOLE  COMPD WELL
920-100 Staking, Permit & Legal Fees 1,200 1,200]
920-110 Location, Right-of-Way 15,000 - 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
820-150 Drilling Mud & Additives 32,000 32,000
820-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000] - 24,000
920-180 Drill Stem Testing, OHT 2 DST's 10,000 - 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
§20-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing ~ 10,000
920-420 Water for Compietion - 8,000
920-430 Mud & Additives for Completion - 1,000
920-440 Cementing - Completion T 0
820-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100(
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS | 591,100] 807,700}
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000| -
930-020 Casing 11-3/4" @ 450’ 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600' ’ 93,000] .
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
8940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500) -
TOTAL COSTS | 657,200/ 1,213,200
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 AL SPRINGER Approval
OWNER SHARE
L |
BY '
L J
BY
( il
BY
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-~ * + OILAND GAS LEASE , . HallPoorbaugh Press, Inc. -
- g ‘ Roswell, New Mexico
THIS AGREEMENT made this 12th day ot __February . . 1998,

Charles M. Fuchtman, .dealing in his sole and separate propért-Y,.LESSORé and YATES = .
PETROLEUM CORPORATION --70%, YATES DRILLING COMPANY - 107, ABO PETROLEUM CORPORATION- 10%

MYCO INDUS'];’BIES‘, INC - 107, all N‘ew Mexico éofp,orati‘ons", LESSEE, =

I.Wth. Ten and no/100 R A o .
¢__10.00 )in hand paid, of the royalies berein provided and of the agreemeats of Lessce herela coritaingd, bereby graats leases and lets exchikively uito Lessed oc the -

purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pips lives, bullding roads, power stations, s Lines stroctures
thereon and on, over and across lands owned or claimed by Lessor adjacent mummmmﬁgﬁmmémﬁmmmmmﬁfm

the following described landin_______~. Lea : County, __New Mexico

Township 16 South, Range 35 East, NMPM.'
Section 2: SW/4SW/4 _

2. Without referencs to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of
production of oll or gas and without further payments than the royalties herein provided, and notwithstanding anything elss berein contained to the contrary, this leass shall be for a term of "1 years
from this date (called “pdmary term”) and as [ong thereafter as oil or gas {5 produced from'said land or land with which sald land is pooled hereunder. - i )

3, ‘The royalties to be pald by Lesses are: (8 on ofl, __L/4 _of that produced and saved from sald land, the same to be delivered at the wells o to the credit of Lessoe Into the pipe lins to
which the wells may be connected; Lammyfmmdmeto‘timepumhmmymydtyouhlummmmgmmm&wm‘hhwmm“%ma
purchase; (b) on gas, including casip m«o«hc:gueoumbsmce.pmduwdﬁomuldhnd.,mdm!d.w_nwdoﬂ‘zboptm!mu'f??mawqmmm
the market valus at the well of 1/ of the gas 30 sold or used, provided that on'gas 30ld at the wells the royalty shall be - of the amount realized from such sale; whils
there {s a gas well on this leass or on acreage pooled therewith but gas 1s not being sold or used, Lesses may pay ot teader 23 royalty, on or beforé rinety (90) days after the dats 00 which sald well
is shut in and thereafter at annual Intervals the sum of $1.00 per acre, and if such payment is made or tendered, this Jease shall not terminata and it will be considered that gas is belng produced from
this leass in paying quantitles, Payment or tesider of said shut-in gas royalty may be mads by check or draft of Lesses mailed or delivered to the pestles entitled thereto on or befors the dats sald
gaym::;kcg:& mﬁmmmdoﬂ.mc«ludwmrfmmsddhgd.exceptmﬁomlgsmﬂwdh.tuaﬂopenﬂouhﬂmdﬂ,nddummd!ndpmum

er deducting any so g : ' . il e R

is hereby given the right and powez to pool or combine the acreage covered by this lease, or any portion waﬁbcﬂaﬁdmdd&udﬁmmhnd.km

"4, Lesses, atits
or leases inthe vicinity thetoof to the extent, bereinafier stipulated, whea in Lessee’s judgement it is necessary or advidable to o 50 in ander properdy to explocs, or to develop and operats
said leased premises in with the spacing rules of the New Mexico Oil Coasesvation Commission, or other lawful authority or when to do 80 would, in the Jud of Lasses, promots

compliance | .
the conservation of ofl and gas In and under and that may be produced from said premiscs. Units pooled for il hereunder shall not substantialty éxceed 40 acres each in area, and tits pooled for
gas hereunder shall not substantially exceed in ares 640 acres each plus a tolerancs of 10% peovided that should govemnmental authority having jurlsdiction prescribs or pesmis the creation
of units larger than those specified, units thereafter created may conform substantially in size with thoss prescribed by governmental regulations. Lasses undet the may pool or
combipe acresge covered by this lease, or any portion thereof as sbove provided as 1o oil in any one or more strata and a5 to gas In any 0o Or more stratz. The tajts formed by poollng as to an
stratum or strata need not confoem in size or area with the unit or units into which the lease is pooled or combined as to any other stratum of strata, and ofl units need not conform as to area wi
gas units. The pooling in one or more lestances shall not exhaust the rights of the Lesses bereunder to pool this leass o portions thereof into other units, Lessos shall fils for record {n the
appropriats records of thé county ia which the Jeased premises are situated an instrument describing and designating the pooled acreags asa unit, Lessos may at its election its
pooling option after commencing operations for of completing an oil or gas well on the leased premises, and the pooled unit may inclide, but it is not required to Include, Iand o leases upon which
2 well capable of producing cfl or gas in paylng ties has theretofore been completed or upon which operations for the drilling of a well for oil oc gas have therstafors beea commenced,
Operations for drilling on or production of ol o gas from any part of the pooled unlt which includes all or a portion of the land covered by this lease regardless of whether such operations for
drilling were commenced o such production was secured before or after the execution of this instrument or the {nstrument designating the poclod unit, shall be considered as opergtions for drilling
on or production of il asd gas from land covesed by this leass whether o not the well or wells be located on the premises covered by this leass, and the entire acreags constitating such unit or units,
a.szooilmdzu.erdtbaaf:ban.nhednpmvwed.ahanbemmdtonllpmpom.mpubepnymenzofmydduonpmducdon&om&e’poobdud&nkhmwuhmm
For the purpose of computing the royalties to which owners of royalties and paymeats out of production and each of them, shall be entitled on production of oll and gas, 6e of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the ofl and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled uaits.- Such allocation shall be on acreage basis—that is to say, there shall be allocated to the acreage covered by this lease and included in the unit that
pro rata pordon of the ofl and gas, oc elther of them, ced from the pooled unit which the number of surface actes covered by this lease and included in the poolod unit bears to the total sumber

hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocated to the land coversd

".to-wig:

f surface acres Included in the pooled unit. X !
gywsmemdhcmdedhusgtjunumughmcbpmduedonmﬁommm ‘The production from an oil well will be considered production from the lease or oll pooled uait from which

itis producing and not as production from a gas pooled unit; and production from a gas well will bs considered as production from the leass o unit from which it {s producing and not
fromp:.;xdoilpgoledunlf. hﬂmwu{xﬂngmummonhbuebydmmedzhtlndpow«ﬁomﬂmmdmn;owmnﬂtm or formation oc mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been app the New Mexico Ofl Conservation
Commission or other lawful governmenta] authority. In such event, the royalty payable to Lessoe hereunder shall be computed and paid on the basls of the oil or gas allocated to such land under
thewnmofmymchmmup!nolopuwon.whkhbaﬂwuubethcmbywhichdnmynll:{dueunUnlwdSumumeSmdNuMdeohemﬁnd This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and sald agreement or plan of operation shall be filed with the 0Ofl Conservation
"Commission, or other Lawful suthority, and Lesses shall record in the county In whichi the leased premises are situated, an instrument describing such agreement or plan of opesation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells, ' e .

5. If at the expiration of the pmary term oll or gas is not being produced on said land, or from land pooled therewith, but Lesses is thea engaged in drilling or reworking operations thereon,
of shall have completed a dry hols thereon within 60 days pelor to the end of the primary terms, the leass shall remain in force so long as ©0a said well or for dedlling ok rewocking of any
addldonalW‘m.mmdmmWmuwﬂwdlys.mdlﬂbeymuk!nxbepmduuionofoﬂumwmg scﬂumm:ﬂdhﬁam
land pooled ; 1, after the expintion of the peimary teem of this leass and after o] or gas Is produced from sald land, o from land pooled therewith, the thereof should cease from
anycause.thlllmblbnnmunﬂm!{mwmmmopmﬁomfcrddlﬁngoruwotk!nzwlthlnwdlysmumdmdmmnmmmwhmﬂwmhn

) Msﬁuudlcgukgodnudmm

23 such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, s0

ot from land pooled therewith. Any pooled unit designated by Lessce in accordancs with the terms hereof, may be dissolved by Lessee by instrument filed for record {a the appropriate records of
the county in which the leased are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells g ofl or gas {n
peying quandties should bé brought in on adjacent land and withiin 660 feet of and draining the leaso premiscs, o land pooled therewith, Lesses agrees to ddll such

reasonably prudent operator would drill under the same or similar clrcumstances. Lessce may at any time executs and deliver to Lessor or placs of record a release of teleases covering any portion
‘or portions of the above described premises and thereby surrender this lease a3 to such portion or portions and be relieved ér all obligations as to the acreags surrendered. o,

during or after the expiration of this lease to remove all property and fixtures placed by Lessee oa sald land, including the right to draw and remove
all iiﬁuwmm:;{mmwm bfn'y all pipe lincx; below crdinary plow depth, and no well shall be drilled withigtwo hundred feet of any residence or bars sow on said land
without Lessor's conseat, ' ’

hereunder may be assi in whole orin and the provisions heceof shall extend to thelr belrs, successors and asaigns but oo changes or divisloa in ownershl;

of mZ‘u?f : ‘@:ug;‘,mmmzﬁm& to ealarge the o%?gxﬂons otpdlnﬂnhh the rights of Lessee; and no change or division in such ownership shall be binding on Lassos
thirty (30)day:mwmmmwwwwU,S.ma.llul.euee'lpdndpdplw_aofh:dneuwhhnwﬂﬂdmdwﬁhﬂmﬂum%m
In the event of assignment hereaf in whole or In part Liahility for beeach of any obligation hercunder shall rest exclusively upon the owner of this leass or of a portion thereof who ts such
bréach, If six of more partles become entitled to royalty bereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument exceuted by all such parties

deslgnating an agent to recelve payment for all. .

. The breach by Lessee of any obligation arlsing hereunder shall not work & forfeiture o termination of this leass nor causs a termination of revislon of the estats created hereby
muia?:rmonhmlh%hﬁnm !n‘d:uvenzl.worcons{deaMowmoummunywungmuudhmm&hmwwwh_

A ifi; shall have days after receipt of such notice in which to commeacs the \ obligations
writng of the facts relied upon as constituting & breach bereof, and Lessee, If in default, sixty days ahgll ol . oy - . -3

After the discovery of oil or gas in paying quantites on sald retalned hereunder aod capablo of producing
imposed by virtue of this instrument. 10 il more than oe wel per forty (40) acres of the area ‘“"m«ﬁwm

butin discharging this obligation it shall in no event by required ;
on:3ellspa640‘nuuvpluuwwmzml%dmm,dmmmmmmgdm#;mh in

) . - - K ) Y o 5
. Lessor hereby warrants and agrees o defead the title to said land and agrees that Lessee at its option may discharge any tax, or other Bea upoa said land either in whols ot 1a part,
e bwhﬂmﬁﬁ,&edghtm:nﬁramaﬁmlymyﬂdumﬂnzmm Without inipairment of Lasses's right

hereby
and in event Lessee does 80, it shall be subcogated w { .
' of ttle, it is that if Lessor owns an interest in the oil or gas on, In or under said land less thaa the simpls estate, then the royalties to be paid.
Ghovhor iy s by posbnb et g 03 mumofth'cpuﬂumd. umwwmwmixmmummmm oc pactl mdu: . lbo .

Lessor shall be reduced propoctionately, Should
same. "

‘ " . . :' .

10, Should Lesses be prevented from c ying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon o mﬂ.u oil ce gas
therefrom b;umson ofswdtyotumuuty?lobufnotmmequlpmm material, or by operation of force majeure, any Federal oe stats law or any arder, rule o of goveramental
- authority, then while so Lessee's obligation to comply with such covenant shall be susbended, and Lesses shall not be able in damages foc failure to comply therowith; and this

shaﬂbccxuendedwhilennd;olongu.Lmulspmvemdbynnyauchcquseﬁomeonducdn;drﬂﬂnganwoqﬂnzopenﬂommammwuwm&swmwm
u'mcwhlleLcueelsioptmpdlhlﬂm'yeeounh;dagnin'slhuee.myxhlnglnthlslcasetotbeconmrynotwhhstandlng . o

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

Charles M. Fuchtmdn
Ss# '




INDIVI)UAL ACKNOWLEDGEMENT

STATEOFNBWMEXICO,
County of ~ } §s

This instrument was acknowledged before me this ' -

, . ' : ' 4
by — '. e - r
My commission expires T‘;
5 Notary Public
CORPORATION ACKNOWLEDGEMENT .

s . . h v . : . { ) ' ' .

STATE OFNEW MEXICO,

County of . - }ss

This insttument was acknowledged bcforc me this T

by . as

of___ ;“r corporation
on beha]fof said corporauon. ]l
My commission expires : I |
' : ' Notary Public

INDJVIDUAL ACKNOWLEDGEMENT

Ssmmor, T T

County of - } 884

Thls instmment was acknowlcdgcd bcfore me this -

Charles M Fuchtman, dealing fn his sole and separate property

I
L
My commission expires _—____ 4 B
AR | Notary Public
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o

S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

MARTIN YATES. Il
1912 - 1985

FRANK W. YATES
1936 - 1986

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

TELEPHONE (505) 748-1471

February 12, 1998

Mary Carolyn Johnston
320 Oakbrook CERTIFIED MAIL
Greenwood, IN 46142 - RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Ms. Johnston:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retum the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Qil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and retum one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.
Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robert Bullock
Landman
RB/jf

enclosures



Z 443 810 393
US Postal Service

Receipt for Certified Mail
No Insurance Coverage Provided.
Do not use for international Mail (See reverse)

ﬁrg}oy Carolyn Johnston
, |32 Oakrook

Post Office, State, & ZIP Code

Postage S

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Retum Receipt Showing to
Whom & Date Delivered
Retun Receipt Showing to Whom,
Date, & Addressee’s Address

TOTAL Postage & Fees $
Postmark or Date

okl A Tl
Comn ¥z R A8 /"5/

PS Form 3800, Aprit 1995

Is your RETURN ADDRESS completed on the reverse side?

‘
v '
§

SEMDER: -
. additional servi | also wish to receive the
:Comg:: :emt :11 4a, ::: g | following services {for an
mPrint your name and address on the reverse of this form so that we can retum this | axtra fee):
card {0 you.

mAttach this form to the front of the mailpiece, or on the back if space does not 1. [0 Addressee’s Address
aWrite “Retum Recesipt Asquested” on the mailpiece below the article number. 2. O Restricted Delivery
i d the dat
sThe Relufn Recelpt will show to whom the article was delivered an C] Consult postmaster for fes.
3. Article Addressed to: 4a. Article Number
Mary Carolyn Johnston T 4DZS- 4 f{ 39 SIoXAX3
320 Oakbrook - Service yp
Greenwood, IN 46142 O Registered &l Coertified
' [ Express Mail 0 Insured
[ Retum Recsipt foy Merchandise [J COD
7. Date of Defi -
YA 7 /. / J g Civp7/§7/7/3
Jy BV Carolyn UANUS [AH) ' e
5. Received By: (Print Nama) 8. Addressee’s Address (Only if requested
and fee is paid) -
6. ¢ s
’
Y Receipt

Thank you for using Return Receipt Service.




R.;

, AFE NO. 97-3430
AT AUTHORITY FOR EXPENDITURE AFE DATE 11726757
f FETRDLEUM NEW DRILLING & RECOMPLETION
¥/ CORPORRT|ON
' AFE Type: Well Objective: Waell Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oil Development Original
ARTESIA, NEWMEXICOB88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (S05) 748-1471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
DIVISION CODE 100 DIiVISION 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 1,200 1,200|
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 "~ 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
820-220 Contingency -
920-230 Coring, Toois & Service
820-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion - 8,000
820-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion - ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100}
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS { 591,100] 807,700]
TANGIBLE EQUIPMENT COSTS: ‘
§30-010 Christmas Tree & Wellhead 2,000 26,000{ -
930-020 Casing 113/4" @ 450' 7,600 7,600
8-5/8" @ 4650’ 56,500 56,500
5-1/2" @ 12,600 . 93,0001 ..
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500/ -
TOTAL COSTS | 657,200] 1,213,200)

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.

Frepared Operations
By AL SPRINGER Approval
OWNER SHARE
L ]
BY . ,
L I
BY
L J
BY




_Producers 88 Rev, 1 Year Lease) 5-96 (One .YEARPAID UPLEASE) Focn 345
-  © OILAND-GAS LEASE , . Hall-Poorbaugh Prosg, Inc. -

. , Roswell, New Mexico

THIS AGREEMENT mads this 12th : dayol_____ February . . 5, 98m”

Mary Carolyn Johnston, dealing in her sole and .separate property, LESSOR" and YA,TES
PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY - 107 ABO . PETROLEUM CORPORATION -
107, MYCO INDUSTRIES, INC. - 107, all New Mexico corporations, LESSEE, '

1 uuahconddutdoao! Ten and no/100 : . : = TSlars
¢__10.00. : \hhndpdd.oﬂbemyﬂduhexdnmvldedmdofmewoflzsxeeherdneomlned,haebymu.hmndhunnhhnbmm :
: for the

purpose of investigating; explocing, prospecting, drilling and mining for dngolllnd;u.llying ipe lines, bullding roads, tanks, power stations, | structures
mcmonandommmdmhndqmududdmedbylmaldjwtm ec’;r:ve.nhmoffmz.mmndmdd mog‘mm
the following described land in . : County, New Mexico e WL

Township 16 South, Range 35. East, NMPM.'
Section 2: SW/4SW/4 .

2. Wlthoutufmaeetothceommencemt.procmdonorccssntxonnmydmeofddmng orothcrdcvelopmcntopeudons and/or to the discovery, dcvelopmorcuudonn time
production of cil or gas and without further payments than the royaltics herein p: mvided.nnd,nomdzhmdlngmymingehehudnmninedmbomy m:mmutcnm:fn{l ye:'n‘
frommlxdm(alled'bdmm")mdulon;tb«uﬁetuoﬂormlspmdueedfrom'uldhndahndwithwhlcbn!dlmdhpooled

3 Tbcmyllﬂeswbopddbymmm(l)onom__ﬁ_oﬁhnpmducedmdnvedfmmn!dhnd,tbeumetobedellvaeduthavelh«bhuadhdmm&o lluto
which the wells may be connected; luseemyfromﬁmtodmepuxthmmymydtyoﬂlnlupomsﬁon. paying the pdcc Sthegeloe prevailing fos the field where peoduced on
purchase; (b)onps.indnd!ng psaocberpseousmbsmce.pmduwdfmmsddhnd.mdwld.ormdombe ?Mﬂdﬂucmm

the market value at the well of, of ths gas 30 s0ld or used, provided that on' so!dmhewellnhemya!tyshallbe mmﬂndﬁnmuchule;vhﬂe
therciupxwellonthhhsoronnugepooleddmewlthhuguhmz uoldornsed.ﬂ:mmyptyormdﬂ'umyﬂ ty, on ot beforé ninety (90) dmmmam"mmm
h:hutlnmdthmhtmdhmhthomo!ﬂmpermmdifwchpnymthmdeatzndaemhhm:wlnotumimmdkvmuw gas i3 being produced from

this lease in paylng quantities, Payment or tesider of said shut-in gas royalty may be mads wm«mnormmuaaumwmmmmuummmm
payment is due, Iummm&umofdl.meoalmdwwfmmmumd.ueeptwatcrfmmLmor’;welh,tounopmdoubmndu.ndlhmydtyounndulhlnhmbd

after deducting any soused, -

4. l.:.uee.nlnopdon.hhaebyﬂventheﬂﬂxnndpwatopooloreomhinethemeagecoveudbydﬂxlmgmmypmﬂon&awfuwoﬂlndmud&cdmmmmm
orleaminuwmﬁdﬂqmwhm.haﬁmﬁaldpuhmd.whwhms]udzementiuxmuyorldvmbhwdowhukmu)nplmcbm&w
sald leased premises in compliance with the spacing rules of the New Mexico Qll Consetvation Comumission, or other lawful authority or when to 8o 50 would, In the Judgment of Lesses, promots
mwmmnawmmhmmmmmumwdmmm Udamurawmmm“mmmwwmuhmmmmum

gas hereunder shall not substantially exceed in grea 640 acres each plus a tolerance of 10% thereof, provided that should governmeatal suthoeity Baving jurisdiction pescribe o the creation
ofunjtslargenhnthon mumwdmywdmmbmnyhmmmmw;mmmnm Lesses under the provisions may pool or
combine acreage covered ontbqeofummwnwoﬂhmmumnmmduwmhmymumm ‘Ihombhudbypooﬂngubn
m-ammonmneednoteonfamindaotmﬁthmeunltorunm whlchtbeleuehpooledoreombineduwmm:mummwwwumnwmﬂ
gas units. Mpooua;hmotmlnmncu:hallmtezhwnbedghudmmwmwmlmhkmawﬂmwmowm ‘Lessco shall fils for record

gnating the pooled acreage as a unit, Lesses may at its eloction

appropdon:a mmumqm-mmwmm::ndwxum&@zm;m 4l be. cuid
pooling option after cogmencing operations for or g an oil or gas well on the leased peemises, and the pooled unit may inclide, u@hdbhﬂhdl.lﬂdcm whld:
a well capabls of oil or gas in paying ties has theretofors been completed or upon which operations fot the drilling of a well for oil or gas Mhaez:nmd.

Operations for mcmdudmoidlumﬁvmuypmofﬂwpooledunlmbkhlndudulﬂou onofﬁehndwmedbyﬁhhunwdhsd‘vlﬂhcndmfw
drilling were commenced ar such production was secured before or after the execution of this instrument oc the mzwm;mwmmumnm drlling
on or production of of] and ﬁomhndwvuedbyﬂ:lwewbedmornmhcweﬂawﬂsbebuwdomhepm by this leass, and the entirs acreags constimting such unit or units,
23 to oil and gas, o either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the'pooled unit, as if the same wers included in this leass,
FortheWd%mlﬂubwmowmofmyﬂdesmdpaymuoutofpmduaionmdmhoﬂbem:hnﬂbeenddndonprodncdwofoﬂndm& of them, from the
pooled unit, there shall be to the land covered by this lease and included in said unit & pro rata portion of the o}l and gas, oc either of them, produced from the pooled unit after deducting
that used for operations on the pooled units, Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this ease and included in the unit that
pro rata portion of the ofl and gas, oc either of them, ced from the pooled usit which the number of surface acres covered by this leass and included in the pooled unit bears to the total sumber
of surface acres included in the pooled unit, hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, 80 allocatad to the Iand covered
bywslmemdmchddhmwtjuuumwxhndpmduedmmmwchmmpodudonmmndlmuﬁuuwmwmm&hncdlmummm

itis producing and not as production from & gas pooled unit; and production from a gas well will be considered as production from the lease mmmuumndm '
fromp?oilpgolednnh. Innddldonmtholn?::dnpmnluopdonuw given the right and power from time to time to commit gtﬁ?ﬂuu i substance
Mexico Oil Conservation

covered hereby to any cooperative or unit sgreement or plan of development and operation, and to any modifications thereof, which have beea s
pal of the oll or gas allocated to such land under

Comnﬂsdonorothukwhﬂgovmulmdwdty In such event, the royalty payable to Lessoe hereunder shall be computed and pald on the

thelzmuofanywchworphnofopmﬂon.whlchbam:hallbetbeumebywmcbtbemyﬂtymmeuuwdSmumoSmchvMaiwhemmw'mllunlhlll
notexplmdmlnubeufeo!sudupmorphnmdmubexubjeatotbemmthemofmduldmeemtorphnofopmﬁoamuﬂledwl& Ol Conservation
"Commission, or other lawful authority, and Lessee shall record in the county in whicki the leased premises are i mm&mmwmtmgwwuphdwnmm

the comnﬂuneotthm&o,mdthommybcmdeddth«befomonﬁermeeompledonofwells.

S Ifmhuxplnﬂonoﬂhpdmmdlawhnolbdngpmduudonwdhnd.orfmmlmdpooledthmwhh.musmhthenmwdhmu reworking operations therecn,
o shall have completed a dry hole thereon within 60 days peior to the end of the primary terms, the lease shall remain in forcs 30 long as opeiations on said wﬂchﬁﬂuﬂuwuﬂnnfmy

days
additional well are 'with no mdmmwmmmmummmmmmawamnbagmmuen«p m:ddhnd.ctﬁ'om
land pooled th.I!.lﬁshexphdonoﬂhepdmymommluulndmsoﬂormhpmducedﬁommdhnd.uﬁomhnd
any cause, this lease shall not texminats if Lesses commences operations for drilling or reworking within 60 days after the cessation of such wmmummauu
umchopendonsmpmewedwm:nowaﬂonofmmwwnmdvcdly:.ud!hheymuhhtheptoducdono!dlmdmw udlumh;oduud ;
mdlo

ot from land pooled therewith, Any unit designated by Lessee in accordence with the terms hereof, may be dissolved by Lessee by instrument filed for recard

the county in which the leased mdwxmyﬂmmuewpbdmofldryhohadnecuaﬂonofprodncdononwdmu. In the event a well or wells cllorm!n
paying quantities should bs brought in on adjacent land and witliln 660 feet of and draining the lease premises, or land pooled therewith. Lesses agrees to dill such well oc wells as a
reasonably prudent operator would drill under the same or similar circumstances. Leueemyumydmmanddcﬂmwwmcphudmcuhm«mm“ym“

orporﬂonso!mmwmmwymmmmhmuwwchpmﬂonmpmdommdberellevedoullohﬂgxdomubmem

6. ummumﬁodmnmydmdudngammeexpmdononhhluutommovelupmpenymdﬂxuuu hwdbylmuddhndhchﬂuhdshtbwwmn
2l casing. Whennqukedbywm!.eueewmbm'yunp!pellncsbelowordlwyplowdepth.mdmwenxhdlbeddnedmminwobmwbudwnddmuummumm
without Lessor’s consent,

7. Therights of elther hereunder may be assi inwholeorlnpm.mdthepmvislouhereofmumndwthdrhdu.sucmmdud;nswnochmpcdmdmh
ormelmdorgydﬂu.bowwmmy oxtoenhzged\aobupdomotd&minkhtbeﬂghuofwm andmchmgead!ﬂsimhmdiowmﬂplhﬂbﬂaﬁuuhunmlﬂ
thirty (30) days after Lessee shall have beea furnished by registered U.S, mﬂuhsunpdwwphuofuduummawﬂﬂdmpydmhmwhmu%
Inmemntofudpmhuedhwbohorhpmlhbﬂltyforbmuhohnyoblindonheandeuhnﬂmtmluxivelyuponﬂuomdﬁhhnadlmwm ts such
breach, I!slxotmpudubeeomeudﬁedtomyﬂtybereunder Lessee may withhold payment thereof unless and unti} furnished with lmdabhinuumtamdbylnwehwﬂu
designating an agent to mdve pnymentfct lll.

8. The breach by Lesses of any obli ouﬂx!n bueundenhallnotworkafoddmmormmludono!d\hlusenorcauson:unlmdonornvidonoﬁbemaundhmbymh
grounds foerunanzonhuw{hmzbobﬁnm l:thceventuaotcons(denmnopmﬁoummumydmcbdngconduuedlnwmpﬂmwhbthhhn.huamwwmh
writing of the facts relled upon as constituting a breach bereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to eommence the campllance with the obtigatlons
imposed by virtue of this instrument. Ammsdlwmyofoﬂorminpayingquandduouddpmm!m.wseuhalldcve!opthemmmuamym )
butlnd!sdmﬂng:bhobﬂpﬂonk:hﬂhnombquﬂmdmddummhnmwﬂpa!my(ﬁ)moﬂhsmmﬂudhuwnd«ndmbhdmoduduoﬂhm and
oncwellpamamplmnmwmmwmdlO%of&Omonbeuunuined and capable of produting gas in paylog quantities. .

9. Leuormbywmnundwtodefmdﬂudmmwdhndmdagmuthnl.euecnitsopdonmywemyummumﬂnmddhdﬂ&shm«hm
and In event Lesses does 80, it shall be subeogated to such liea with the right to eaforce same and apply royalties accruing hereunder toward mhb dl.m:h’“

dumewmqhmdwmudddskklaudmnﬂwmwmuhmhlbooﬂormon.hotundasddhndlwdmtb
‘ll.:ssorshﬂlbeudueedpopaﬂmamly nyonoormcrcofmepaxﬂuwumwwmmmnmmthhmc mﬂu

same. . L .
10. Shouldl.meabepmmdhomeomplyluwimanyexpmuotimpﬂedcovenmtonhhlase.fromconduedngdximnxorrewotkin;opaﬁmmum g oll or gas
therefrom b of scarcity of to obtain or to uss ment of malerial, o¢ jon of force majeure, an Fedmlotmluornyuder.mhu of governinental
erefrom by reason ty of oc Inability equip by operati ) y o - ““m

- authority, thea while so prevented, Lessee's cbligation to comply with such covenant shall be sushended, aad Lessce shall not be
shallbemdedwhﬂcandnhn;uhmkpmdbymmhmmmw:w;umﬂngopummmammwuuﬁmhwm

umewmleuwhwmumnutamwwee.mym!nghmIeuetot.beeonuuynotw! .
mwmwmmﬂwmwhmmdondndmﬁm:bowwﬂmn.

Mary Carolyn Johnston
ss# s ' : ; - -




'INDIVIPUAL ACKNOWLEDGEMEN &

STATEOFNEWMEXICO, |
County of }ss

This instrument was acknowledged before me this_, S e

S

byv . .%'.

My commission explres ___ SR
‘ L Notary Public

S

s
]
i
i

conrc?nmon ACKNOWLEDGEMENT .

STATE OF NEW MEXICO,
County of .
This 1nstrument was acknowledgcd beforc me this

$S.

J
7.
corporation

of e .
on behalf of seid corporation. . -

" Notary Public

INJ[VIDUAL ACKNOWLEDGEMENT

County of -}Sﬁ-'

Thxs instrument was acknowledged beforc me tlu?

by Mary Ca::olyn Johnston, dealingf in her sole and separate property |

|
My commission expires ___ LFr o
| . Notary Public

~

,19
County, N.M.
S N
M., and duly -
, Page '
County Clerk
, Deputy

_ fecords of this office. -

Tt g e

o'clock .

recordedinBook . . . -

thﬁ recorded return to

day of __
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This instrument was filed for record on the

Dated
No. Acres
Term

of the

By




!1

'
!
MARTIN YATES, Iii
1912 - 1985

FRANK W. YATES
1936 - 1986

Flo Scott Brown
8610 Miami Avenue
Midland, TX 79423

Dear Ms Brown:

TES
) PETROLELUM
CORPORATION

105 SOUTH FOURTH STREET

ARTESIA, NEWMEXICO88210
TELEPHONE (505) 748-1471

February 12, 1998

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RE: Field APK State Com #3

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

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

Township 16 South, Range 35 East, NMPM

Section 2: 3300’ FSL and 760’ FWL

Lea County, New Mexico

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up QOil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and retum one (1)

original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.

Thank you.

RB/jf
enclosures

Very truly yours,

YATES PETROLEUM CORPORATION

el d.

Robert Bullock
Landman



Z 443 810 390

US Postal Service . .
Receipt for Certified Mail

No Insurance Coverage Provided.
Do not use for International Mail (See reverse)

Sent to
Flo Scott Brown
MrEti Avenue
Lo L]
YOt &
t
Postage $
Certified Fee
Special Delivery Fee

Restricted Delivery Fee

w0
S | Retum Receipt Showing to
T~ | Whom & Date Delivered
"5 | Retum Receipt Showing to Whom,
<C | Date, & Addressee's Address
§ TOTAL Postage & Fees $
‘g Postmark or Date
El\ At A LA
o0
2 (he¥3  Rs/Y
% SENDER:: . .
B “=Gompleta ftems 1 mdl:: for additional sarvices. | also wish to receive the
@  sComplete items 3, 4a, 4b. following servi
8 ] m‘your name and address on the reverse of this form so that we can retum this extra feg)- ces (for an
5 o you. n ) : ]
E -pA;tm.thls form to the front of the mailpiece, or on the back if space does not 1.0 Addressee's Address .g ,
- @ ®Write*Return Receipt Requested” on the mailpiece below the articie number. i i 2
£ *The Retumn Raceipt will show to whom the article was delivered and the date 2. [ Restricted Delivery (_’_’ En
£ delivered. Consuit postmaster for fee. =
] 3. Article Addressed to: 4a. Article Number
- Flo Scott B | Z 1/4/3 8' © 3qo
E . sBiom .own 4b. Service Type
o Midl “g‘a;',’)'( A7venue § -0 Registered l@
idland, 9423 L1 Express Mail O Insured

TN
[£J/Retum Receipt for Merchandise [1 COD
| 7. Data of Delivery
7. Dale

1

X
It
o
t}
i

>,
-
V7

R M

| 8. Addressee’s Address (Only if requested

and faa ie nairf) .

N> B e, oy NS

<

Thank you for using Return Recel

| »
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]
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,
7
-

Aeceipt
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- AFE NO. 97-343-0
ATES AUTHORITY FOR EXPENDITURE AFE DATE 11126097
g EETROLELIM NEW DRILLING & RECOMPLETION
” CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREEY X |New Drilling X [oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600'
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-1SS~355
FIELD ) HORIZON Morrow
DIVISION CODE 100. DIVISION NAME Qil & 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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 . 355,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 - 10,000
920-180 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
820-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
8920420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion . ‘ 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100] 807,700|
TANGIBLE EQUIPMENT COSTS: -
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600 93,0001 .
930-030 Tubing 27/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100 . 405,500 :
TOTAL COSTS | 657 200! 1 213.200|

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 AL SPRINGER Approval
OWNER SHARE
L 7
BY ’
L ]
BY
| J
BY

-



Producers 88 Rev; 1 Year Lease) 5.96 (One .YBARPAID UPLEASE) Form 45

OIL AND GAS LEASE , . Hall-Poorbaugh Press, Inc.
| Roswell, Now Mexico
THIS AGREEMENT mads this 12th ayo_____February . 19498,

Flo Scott Brdwn,.dealiﬁg in her sole and separate property, LESSOR; and YATES PETROLEUM
CORPORATION - 70%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM ‘CORPORATION. - 10%Z, MYCO

INDUSTRIES, INC. - 10%, all -New Mexico corporations, LESSEE -

1. Lessorin contidemdoacf . TeD and no/100 : , :
¢—10.00_ ) in hend paid, of the royaldles besein provided and of the agreements of Lesses bereln cortained, heroby graats, loases and lets exdishively v Lessos for the -
purposs of lavestigating, exploring, prospecting, drilling and mining for and producing oil aod gas, la o lines, bullding roads s s y
mwmmmmmmau@eﬁfymm{m oatiguins thent s o pes o o e bulllog coads, thaks, powse szlos, ines and other atructures

) ’ . ea '

, treat, transport, 2ad own said sodhousing s employees,
County, __New Mexico . -~ . .-

the following described land in o to-wit:

Township 16 South, Range 35 East, NMPM.'
Section 2: SW/4SW/4

2, Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of
pmducdonofoﬂuwmdndwmpmumthemyaldeshadnpmﬁded.md,nonvhhsmd!nguyﬁﬁngehcberdnmmwdmmmy.ﬂgwmnhfulmoﬁ 1
frommlxdm(ulledwmxyum")a_ndumtbauﬁuuoﬂorgubproducedfmm’sddhndothndwhhwhicbwdhndlspooledm . i ’

3, Thomynldubbepddbymum(l)ono!l.__lﬂ_oﬂhumducedmduvcdfmmsddhnd.dwmwbcdel}vmdumcwem«mhmdudmmm livs to
which the wells may be connecsed; Lessco may from time to time purchase any royalty ol in its possession, g the market pricS therefoe prevailing for the field whess produced oa the dats of
purchue;O)mmmgmmamhazmumbsmmwmwdm'ndw or used off the premizes'd ?mamuummmm
the market value at the well of 1/ of the gas 30 s01d o¢ used, provided that on gas sold at the wells the royalty ahall be - " of thoamountrealized from such sals; whils
there is a gas well on this leass oc on acreage pooled therewith but gas i3 not being sold or used, msy pay or tender as royalty, on oc beforé ninety (90) days after the dats oa which said well
u;hutmmmumnwmemommwmmummznm«mmmmnmmmuumuwuunwm
this Jease in paying quantities, Payment oc tender of ssid shut-In gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on of the date sald
payml‘ilxcg:e. wmm::nmaumaou.mmm“ufmmdmmmmw‘mu,t«mwmumqmumuon_upmumu
after ded ‘my” ‘. . . . B T " [ ." s

4, Legses, atits is hereby given the right and power to pool or combine the acteage covered by this lease, or any portion thereof as to oil and gas, oc either of them, with other land, leass
orleasesjnthe vlddquhmhadnmldpuhu.wbanhlawe'ljudxmuhWudvﬁlbhbdpnhudcquh.chmum
sald leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other Iawful suthority or whea to do so would, fa the of Lossos,
the conservation of oll and gas in and under and that may be produced from sald premises. Units pooled for il hereunder shall not substantially éxceed 40 acres each in area, 204 nits pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus 2 tolerance of 10% thereof, provided that should governmental anthority Raving juris peescribe
of units larger than those units thereafter created may conform substantially In size with those prescribed by governmental regulations. Lesses undet the provisions may poal or
combine acreage covered by this leass, or any portion thereof as sbove provided as to oil in any one or more stryta and as to gas i any oo of more strats. . The tnjts formed by pooling as to
stratum or strata need pot conform in size or area with the unit or units into which the lease is pooled o combined as to any other stratum oe strata, and oll ualts noed ot conform as to area wi
gas units. mpoonnghmammmmzmzmeﬂghuorummmpglmnxmumomwmmm Lesses shall file for record fn the
appropriats records of thé county in which the Jeased premises are situated an instrument describing and designating the pooled screags as 8 unit, Lesses may at its eloction its
pooling option after copumeacing operations for or completing an oil or gas well on the leased premises, and the pooled uait may inclide, but it 1s not required to inchude, land os leases bpos which
a well capable of producing oll or gas in paying quantities has theretofors been completed or upon which operations for the drilling of a well foe oll or gas have theretafore been commenced.
Operatons for drilling ca or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this leass regandiess of whether such operations for
drilling.wese commenced or such production was secured before or after the execution of this Instrument or the {nstrument designating the pooled unit, shall be considered as opargtions for drilling
on or production of il and gas from land covered by this leass whéther of not the well or wells be located on the premises covered by this Jeass, and the eatire acreags constinting such unit o units,
23 to 0l and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pocled undt, asif the same werq Inelnded In this leasa,
For the purposs of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oll and gas, éc of them, from the
pooled unit, there shall be allocated to the land covered by this lease and Included in said unit & pro rata portion of the oil and gas, or either of them, produced from the pooled unit after
that used for operations on the pooled units, Such allocation shall be on acreage basis—that i3 1o say, there shall be allocated to the acreage covered by this lease and inclnded Inthe unit that
prorampodonofdnoﬂmdmotd!heroﬂb'm.ﬁoduwdﬁomthepoolednnizwhlchmmdmmwmdbymhmwwmumummw total sumber
of surface acres included in the pooled uait. Royaltles hereunder shall be computed on the partion of such production, whether it be oil and gas, or either of them, 80 allocated to the land covered
by this leass and included in the unit just as though such production were from such land. The production from an ofl well will be considered production from the lease o¢ ol pooled unit from which
itispmdudnglndmnmmm;mpooledndnmdp(oduedonﬁomumwuwmuwdwummmmwmmmnhmww
ﬁomanollpooledunli.lnaddldonmﬁetmg’du.wmuluopdonhh::gdmmedghtmdpmﬁomdmetom,weom o¢ any pazt or formation or mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operatl on.mdtomymodiﬁaﬂonuhmof,wmhhmbewm the New Mexico Ofl Conservation
Commission o¢ other lawful governmental suthority, In such event, the royalty payable to Lessor bereunder shall be computed and pald oo the baisis of the
the teems of any such or plan of operation, which basls shall be the same by which the mmumum«uSmummhwmmmm
not expire during the 1ife of such agreement or plan and shall be subject to the terms thereof and sald agreement or plan of operation shall be filed with the 0f] Consesvation
‘Comemission, of other lawful authority, and Lessee shall recoed in the county in which the leased premises are situated, an Instrument desceibing such agrsement or plan of operatio and reflecting
the commitment theseto, and the samo may be recorded either before or after the completion of wells, - A :

5. If at the expiration of the pdmary term oll o gas Is not being produced o said land, o from land pooled therewith, but Lessce is thea engaged in drlling or reworking opezations thereon,
ot shall have completed a dry hole therson within 60 days peior to the end of the primary terms, the leass shall remain in foece 30 long as ogerations on said well or for deilling o seworking of any
add!donalW,M_ueﬁmdmmwmdwdmmummmt!upmducdonofdlugusobngthmhudrcmk from said land, or from
land pooled , If, after the expination of the plmary term of this leass and after oll or gas Is produced from sald land, or from Iand pooled therowith, the thereof sbould cease from
any cause, this leasa shall not terminate if Lesses commences operations for drilling or rewerking within 60 days after the cessation of such oa, but shall rernatn in foros and affect 8o log,
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of il and gas, 30 loag thereafter as oll or gas Is from sald
or from land pooled therewith, Any unit designated by Lesses in accordance with the terms bereof, may be dissolved by Lasses by instrument filed for recard ia the sppropelats records of
Lhecountylnwh!chtbo'lwedpamg':’adwumydmuﬁe:thecompledonohdqholeortheeemdonofpmducgononnidunk. In the event 8 well or wells ollorgasin
paying quantides should bé bronght in oa adjacent land and withiin 660 fect of and draining the leass premises, or land pooled therewith. Lesseo agrees to drll such wellorwells as s
reasonably prudent operatoe would drill tinder the same or similar circumstances, Lesses may at any time executs and deliver to Lessor or place of record a reloase or roleases ocovering any portion
“or portions of the abave desctibed premises and thereby surrender this leass as to such portion or portions asd be relieved or all obligations as to the acreags surmendered. .

. Lessee shall have the right at any time during or aftcr the expiration of this leasa to remove all propesty and fixtures placed by Lessee oa said 1and, including the right to draw and remove
all cgslng. mnmqnlmdbyl‘::mmlygmewmbﬁrydlpipe lincl.:belowordlnuyplowdepch,mdmwennhdlbedduedwlthintwchmdmdfeuofuymcbmmmddhnd

without Lessor’s conseat.

. of either hereunder may be assigned in whole of in pact, and the provisions hereof shall extend to their heirs, successors and assigns but no ot division 2 ownecshi;
ofmzm:wiﬁwmnwﬁ.’wmﬁwwuxeumhmamuﬂmdm;MmmwaﬁthMpmmmwwﬁ
thirty (30) days sfter Lesses shall have furnizhed by registered U.S, mail at Lessee's principal place of business with a certified copy of recordod instrument or instruments ev same,
In the event of assignment hereof in whols or In part Hability for breach of any obligation hereunder shall rest exclusively the owner of this leass or of a portion thereof who such
breach. If six o more parties becoms eatitled to royalty hereunder, Lessee may withhold payment theseof unless and furnished with & recordsbls fnstrument executed by all such parties

designating an ageat to teedvc gmnmluall. .
R breach by Lesses of s obligation arising bereunder shall not work a forfeiture or termination of this leass nor cause a termination or revision of the estats creatad hereby nor be
muia%muﬁ'uwu%uum In the event Lessor considers that opetations ars not at any time belng conducted in compliance with this lease, Lessor shall aotify Lesses in
writing of the facts relied upon as s breach bereof, and Lessee, if in default, shall have sixty days after receipt of such notics in which to commencs the compliance with the obligations
imposed by virtus of this Instrument. After da?covuyofoilotpshmmgqmdwummwmmmmmmm“nmm.
but in discharging this obligation it shall in bo event by required to drill mare than one well per forty (40) acres of the area retained hereunder and capabls of producing ofl fn paying
oncwcllp«MmpluuiacipwwbwlO%ofﬁOmdmemmdmmdupabk_ofMdumhwm o " ,
Lo T . ) R Lt R .

\ bereby 5Miﬁdwhdekhdmcﬂﬂemmdhndnndagtmdml.ummuopﬁonmydhchuymyax.mﬁxma_«hﬂhupouddhdﬁhhvbbahm
nndlgnIev:“m:éuadmnnmumwdbuﬂﬂmm,uﬂmwmumandapplymyddumﬂnghawmw‘ same, Without. ment of Lesses's right
under the wartanty in sveat of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or uader said land less than the simple estats, thest the to be paid.
Lessor shall be reduced proportionately, Sh'n'uldnyoneormomnpaduunpduwmﬁummmmkmumummumwhmg the .
same ’ T - . N

10. Sh lduueebcp:mnwdfmméo lylag with myexp:cssorlmpl!e&covenanu‘:mdslme, !mxhconducdngddllin'g or reworking operations thereon o from oll or gas
therefmmb;umonofwdtyo!uhabﬂnyzpoybhulnotwuseequipmn:otmial.orbyopendonoﬂmmjeure.mykdaﬂasmhvcwcd&mbwmhmnld#mul
- authority, then while so prevented, Lesscs's obligation to comply with such covenant shall be susended, and Lessee shall not be Liable in damages for faflurs to comply therowith; and this leas

shanbeext:ndedwhﬂundsolongu,l&slsptemwdbymmhcqusefromeonducdngMan«MngWoumummwuthwmmm

time while Lessee Is soptmted:hanno(becow agdn;zl.usee,mythlngln this leass to the contrary notwithstanding.
IN WITNESS WHEREOF, this instrument is executed on the date first above written,

Flo Scott Brown

SS#

P mvom



'INDIVIDUAL ACKNOWLEDGEMENT | | . .

STATE OR NEW MEXICO, |
County of ___. _ ' ‘ } ss.

This instrument was acknowledged before me this ' — L

by

My édmmission expires

Notary Public

CORPORATION ACKNOWLEDGEMENT .

STATE OFNEW MBXICO, =
County.of' . K - }SS.

This instrumerit was acknowledged before me this

by
on bebalf of said corporation. . -

corporation

. NotaryPublic

INDIYIDUAL ACKNOWLEDGEMENT

Csmrmor, il L L ,
comt SRR ™
‘This instrument was acknowledged before me this
by: | Flo A,Sc,o.t,:t_ Brovi:n'"; ‘dealing in her s"ole and separate property
M){commisgionubix'cs : S
o Notary Public

~

,19
County, N.M.
» 19,
M., and duly
County Clerk
,Deputy .

» Page S
. mcordsofthisbiﬁcc._ .

day of
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MARTIN YATES, lii

1912 - 1965

FRANK W. YATES

1936 - 1986

e S. P. YATES -
T E 5 CHAIRMAN OF THE BOARD
) FETROLELM sori s vaTes

. RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
h DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471 '
December 2, 1997

Mark L. Shidler, Inc.
911 Walker, Suite 565 CERTIFIED MAIL
San Jacinto Building RETURN RECEIPT REQUESTED

Houston, Texas 77002

RE. Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

Also enclosed is one (1) copy of the Operating Agreement with an extra signature
page. Please retumn the signature page only.

Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

Robert Bullock
Landman

RB/jf
enclosure(s)
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US Postal Service . .
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No insurance Coverage Pravided.

Do not use for International Mail (See reverse)
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- AFENO. . 97-343-0
X AUTHORITY FOR EXPENDITURE AFE DATE - 11/26/97
p FETRDLE”" NEW DRILLING & RECOMPLETION ' ’
CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Driliing X foi Development Original
ARTESIA. NEW MEXIC0O88210 Recompletion X lGas X |Exploratory Revised
TELEPHONE (505) 748-1471 ' Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH "~ 12,600
COUNTY Lea ; STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-168-35E
FIELD : HORIZON Morrow
DIVISION CODE 1000 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 1,200] . ©1,200|
820-110 Location, Right-of-Way 15,0004 - - -~ 15,000
920-120 Drilling, Footage -
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 . 365,000
920-140 Drilling Water, Fasline Rental 15,000] - 15,000
820-150 Drilling Mud & Additives 32,000 .. 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 " 11,600
820-170 Cementing - Surface Casing 24,000 24,000
820-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000
§20-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion - 1,000
920-440 Cementing - Completion . ‘ 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100/ 807,700)
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing  11-3/4” @ 450' 7,600 7,600
8-5/8" @ 4650' 56,500 - 56,500
5-1/2" @ 12,600’ 93,000 .
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc, 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS I 66,100 405,500] :
TOTAL COSTS [ ssT.zoo_]; 1,213.2001

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 AL SPRINGER Approval
OWNER SHARE
gl ' , ]
BY :
L |
BY
L |
BY

-



Koonoeos, S. P. YATES -
E 5 CHAIRMAN OF THE BOARD

N PE JOHN A, YATES

7 PRESIDENT

MARTIN YATES, {ll
1912 - 1985

FRANK W. YATES Pl
. CORPORATION SN YATES
RANDY G. PATTERSON
105 SOUTH FOURTH STREET DEN:”E;R:::;SEY
ARTES[A, NEW MEXICO 8821 O TREASURER

TELEPHONE (505) 748-1471

December 9, 1997

A.L. Cone Partnership
P.O. Box 3457, Briercroft #12 CERTIFIED MAIL
Lubbock, Texas 79452 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760" FWL
Lea County, New Mexico

Gentlemen:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Qil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
ROW
Landman

RB/jf

enclosures
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US Postal Service

Receipt for Certified Mail
No Insurance Coverage Provided.
Da not use for Intemational Mail (See reverse)

Sgntto

/i.\_. Cone Partnership
Pl 3457, Briercro
Postage $

Certified Fee

Spedial Delivery Fee

Restricted Delivery Fee

D
& | Aetum Receipt Showing to
_‘; Whom & Date Delivered
& | Retumn Receipt Showing to Whom,
< | Date, & Addressee's Address
(=)
8 TOTAL Postage & Fees $
‘g Postmark or Date
S| Tl _Aox S
¢ Gz D
o
s/2
SENDER: . .
=Completa itams 1 and/or 2 for additional services. | also wish to receive the
sComplete items 3, 4a, and 4b. following services (for an
= Print your name and address on the reverse of this form so that we can retum this | gxtra fee):
card to you.
. = Attach this form to the front of the mailpiece, or on tha back if space does not 1. [J Addressee’'s Address
! mit.
l&lerite "Retum Receipt Requested” an the mailpiece below the article number. 2. O Raestricted Delivery
aThe Retum Receipt will show to whom the article was defivered and the date
delivered. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number
Z 35/ ¢93 3%
A.L. Cone Partnership 4b. Service Type
P.0O. Box 3457, Briercroft #12 1 Registered X Certified
Lubbock, Texas 79452 O Express Mai O insured

O Retum Receipt for Merchandise ] COD

7. Date o}?y}?é?

5. Received By: (PrintyName) 8. Address'eevs Address {Only if requested
1r2ry s 50 e Svatr
6. Sign /./(Addnes e or Agent) Y
XA ST (b #3 R/

Is your RETURN ADDRESS completed on the reverse side?

PS Form3811, December 1994 1aeses-97-8-6179 - Domestic Return Receipt
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Thank you for using Return Receipt Service.
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— AFE NO. 97-343-0
| FI:'ErEu . AUTHORITY FOR EXPENDITURE AFE DATE 1126007
/ CORPORRTION NEW DRILLING & RECOMPLETION
AFE Type: Well Objective:  Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oil Development Original
ARTESIA, NEWMEXICAB8210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 7431471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea - STATE New Mexico ;
LEGAL DESC. 3,300' FSL & 760' FWL LOCATION Section 2-165-355
FIELD HORIZON Morrow T
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 1,200 1,200
820-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 - 10,000
820-190 Electric Logs & Tape Copies 25,400 - 25,400
§20-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 - 24,500
920-210 Supervision & Overhead 17,400 - ~17,400]
920-220 Contingency -
920-230 Coring, Tools & Service S
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion . - 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementiﬁg - Completion ’ 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion
TOTAL INTANGIBLE DRILLING COSTS | 591,100] - 807,700] -
TANGIBLE EQUIPMENT COSTS: -
930-010. Christmas Tree & Wellhead 2,000 28,000
930-020 Casing 11-3/4" @ 450" 7,600 7,600
8-5/8" @ 4650' 56,500 - 56,500
5-1/2" @ 12,600’ - 93,000].
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking' & Constructnon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100| 405,500/ :

TOTAL COSTS

! 657 200! 1 213 200 I

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 AL SPRINGER Approval
OWNER SHARE

L _J

BY ’
L ]

BY
L l

BY

-
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Producers 88 Rev.. Year Lease) 5-96 (One YEAR PAID UP LEASE) Form 345

. Hall- Inc,
| OIL AND GAS LEASE , mﬁ:“u‘&m
THIS AGREEMENT made this 9th : day of December . 19.97 beiwees

A.L. Cone Partnership, LESSOR; and YATES PETROLEUM CORPORATION -. 7074," YATES DRILLING
- COMPANY - 107%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, 'INC. - 10%, ‘all New
. Mexico Corporations, LESSEE, ’

.- Lessee, WITNESSETH:
1. Lessorin considerationof 11 _and no/100 ' - "—Bollars
¢__10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein coritained, hereby grants, leases and lets exclusively urito Lessos for the -

purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures
thcreon'nndon.mmdaﬁmhndlowngdorclaimedbylzssoradjacentmdconaguous thereto, to produce, save, take care of, treat, transport, and own said products, and bousing its employees,
the following described land in Lea County, New Mexico : ' , to-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/&

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at aoytime of
production of ail of gas and without further payments than the royalties berein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be foratermof: 1 years
from this date (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which said land is pocled hereunder. .

3.mmuuuwbopddbyumm(a)onoﬂ._wlllyof:ha:pmduced-ndamdfmmmdlmd.memmbedeuvmaumeweumwmemdnofuwmmpipeumo
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefoc prevailing for the fleld where produced oa the dats of
pun:lme:@)mmhdm;udn%maodupmumbsmpmdueedmwdland._mdwld.orusedoffdwptemlmufalhcgtuﬁondmonuwoﬁ:mm
the macketvalus atthe wellof .  ° ‘ .. .of the gas s0 sold or used, provided that on gas sold at the wells the royalty shallbe v/l;q.- of the amount realized from such sale; while
there is a gas well on this leass or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well
is shut in and thereafter at annual intervals the sum of $1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it will be considered that gas s being peoduced from
this leass in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties eatitled thereto on or before the dats said
paymentis due. Lessee shall have frez use of oil, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty oa oll and gas shall be computed

after deducting any so used.

" 4, Lessee, atits option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
or leases in the immediate vicinity thereof to the extent, bereinafter stipulated, when in Lessee’s judgement it is necessary or advisable to do 30 in order properly to explore, o to develop and operats
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority oc when to do 30 would, in the of promots
the conservation of oll and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres in area, and units pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority Baving jurisdiction preseribe or tthe creation
of units larger than those specified, units thereafier created may conform substantially in size with those prescribed by governmental regulations. Lesses under the provisions may pool or
combine acreage covered by this lease, o any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any
stratum or strata need not conform in size or ares with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with
gas units, The pooling in ons or more instances shall not exhaust the rights of the Lessee hereunder to pool this leass or portions thereof Into other units. Lessoe shall file for record in the
records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as & pooled unit. Lesses may at its élection exerciss its
pooling option after commencing operations for or completing an ol or gas well on the leased premises, and the pooled unit may include, but it is not required to inctude, land o¢ leases upon which
s well capable of producing ol or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofors been commenced,
Operations for drilling on o production of cil or gas from any part of the pooled unit which includes all or a portion of the land covered by this leass regardless of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operstions for drilling
on or production of oil and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreags constituting such unit or units,
as to oll and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included In this lease,
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of ofl and gas, e either of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oll and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such aliocation shall be on acreage basis—that i to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so allocsted to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an il well will be considered production from the lease or oll pooled unit from which
it Is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not
from an oil pooled uait. In addition to the foregaing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance
covered hereby to any cooperative or unit agreemeat or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico Oil Conservation
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the ail or gas allocsted to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and pald, This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New 0il Conservation
"Commission, or other lawful authority, and Lessee shall record in the county in whichi the leased premises are situated, an instrument describing such agrezment or plan of eperation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expisation of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessce is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remaia in force so long as operations on said well or for drilling of reworking of any
additional well are prosecisted with no cessation of more than 60 consecutive days, and if they result in the production of ofl or gas so long thereafter as il or gas s produced from said land, or from
land pooled therewith. I, after the expiration of the primary term of this lease and after oil or gas is produced from said land, ot from land pooled therewith, the production thersof should cease from
any causc, this lease shall not terminate if Lessce commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect s0 long
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of ofl and gas, so long thereafter as oil or gas is from said land,

. of from land pooled therewith, Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instroment filed for record in the appeopriats records of
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells cing ofl or gas in
paying quantities should be brought in on adjacest land and withiin 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to ddll such well or wells as e

y prudent operator would drill under the same or similar circumstances, Lessee may at any time execute and deliver to Lessor or place of record a releass or releases covering any portion

reasonabl ! ?
‘or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered,

6. Leuu:hiﬂhlwmedghtnmydmedudng«mmecxpinddnofthisleasetoremoveallpmpenymdﬁxmmplaeedbyhueemsddhnd.inchdinﬂhsdgbthdnwndmn
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bern now on said land

without Lessor’s consent.

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the 1and or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding o Lesses until
thirty (30) days after Lessee shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or instruments same,
In the event of assignment hereof in whole or in part lability for breach of any obligation hercunder shall rest exclusively upon the owner of this lease oc of a portion thersof who ts such
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and unti! furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estate created hereby noe be
grounds for cancellation bereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in
writing of the facts relled upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commencs the compliance with the obligations
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee ghall develop the acreage retained hereunder as a reasonably prudent operator
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hercunder and capable of producing oil in paying quantitiesand -
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantitles,

9, Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage o other lien upon said land either in whole oc in part,
and i event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without lmipairment of Lesses's right
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the eatire fes simple estate, then the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to exccute this lease, it shall nevertheless be binding upon the party or partics executing the .
same.

10. Should Lesses be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from oil or gas
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state Jaw oc any ordeg, rule or of

- authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessce shall not be liable in damages for failure to comply therewith; and this lease
shall be extended while and 30 long as Lessee is prevented by any such cause from conducting drilling or rewocking operations on or from producing ofl oc gas from the leased premises; and the
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. - .

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

A.L. Cone Partnership

Lessor Lessor




INDIVIDUAL ACKNOWLEDGEMENT

STATE OF NEW MEXICO,
County of . } ss,

This instrument was acknowledged before me this _,

by
My commission expires
Notary Public
CORPQRATION ACKNOWLEDGEMENT
STATE OF NEW MEXICO,
County of : _ }ss.
This instrument was acknowledged before me this
by — - ' _— ' as
of L ' — . _ ' corporation
on behalf of said corporation. :
My commission expires -
' Notary Public
INDIVIDUAL ACKNOWLEDGEMENT
STATE OF. ,TEXAS o
County of }35 |
‘This instrument was acknowlédged before me this
by A.L. Cone Part;lership ‘
My commission expires _ )
o Notary Public
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\ oYY S. P. YATES -
7 I E 5 CHAIRMAN OF THE BOARD
N JOHN A. YATES
) PETROLELM ek

MARTIN YATES, it
1912 - 1985

TR o%s 1008 X CORPORATION Execumwe vice Prea
........ RANDY G. PATTEF':SEON:\I
105 SOUTH FOURTH STREET DEN;E:::LSEY
ARTESIA, NEW MEXICO88210 TREASURER
TELEPHONE (505) 748-1471
December 9, 1997
Tom W. Schnaubert, Life Estate
with Remaindermen being Tommy
G. Schnaubert Bobby J. Schnaubert,
Marry A. Irwinsky and Ruth M. Dake
as their sole and separate property
¢/o Mary A. Irwinsky CERTIFIED MAIL
3912 8th Avenue RETURN RECEIPT REQUESTED

Fort Worth, Texas 76110
RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300' FSL and 760’ FWL
Lea County, New Mexico

Dear Remaindermen:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600°. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.
Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robért Bullock
Landman
RB/)jf

enclosures
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US Postal Service . .
Receipt for Certified Mail

No insurance Coverage Providgd.
Do not use for International Mail (See reverse,

T Srﬂ“\'?\l. Schnaubert, Life Estate
 o/GiAEnReTrwinsky

3942 SO AN W
Fort Worth, Texas 76110

Postage $

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Retum Receipt Showing to
Whom & Date Delivered

Relum Receipt Showing to Whom,
Date, & Addressee’s Address

TOTAL Postage & Fees $

Al AP A
Fon?s RESY

S Form 3800, Aprit 1995

|
| P

SENDER: . - -

= Complate items 1 and/or 2 it i i i
. gl ol te s ! T o:)d :%, additional services. | also wish to receive the
sPnnt your na:: a})daé:dress on the reverss of this form so that w t hi following services (for an

card to you. e can retumn this | gyirg fee): g
= Attach this form to the front of the mailpiece i

ol piece, or on the back if space does not 1. O Addressee’s Address 3
s Write "Return Reqeipt Requested” on the mailpiece below the article numbe i i 2
.Zgl‘i;vgfe':m Receipt will show to whom the article was delivered and the dalré 20 Restricted Dehvery .u.,.

ored: 5 Consult postmaster for fee. B

3. Article Addressed to: g'l 3 4a. Article Number

" | = 357 493 348

Tom W. Sc 4ab. Service Type
c/o Mary A. O Registered I Certified

NAUDBI s
3912 8th Av O Express Mail O Insured

O] Retum Receipt for Me! i
Fort Worth, Texas 76110 e Ly atanam 1 °90
A S | . ry

1

5. Received By: (Print Name)- 8. Addressee’s Address (Only if requested

and fee is paid)
6. Signature: (Addressee or Agent) ) //(M
X (3ra # 3 P_@/ &

PS Form 3811, December 1994 102595-97-80178  Domestic Return Receipt |

Thank you for using Return Rece

Is your RETURN ADDRESS completed on the reverse side?
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AFE NO. 97-343-0
AUTHORITY FOR EXPENDITURE AFE DATE 11726197
NEW DRILLING & RECOMPLETION
AFE Type: Wall Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Drilling X [oil Development Original
ARTESIA, NEWMEXICO 88210 Recompletion XlGas X |Exploratory Revised
TELEPHONE (505) 748-14T1 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600°
COUNTY Lea K STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD ’ HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000] - 15,000
920-150 Drilling Mud & Additives 32,000 32,000
820-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2 DST's 10,000 * 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supetrvision & Overhead 17,400 17,400
920-220 Contingency -
§20-230 Coring, Tools & Service :
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
820410 Completion Unit - Swabbing 10,000
920420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
820-440 Cementing - Completion - ‘ 0]
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
820-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100("
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ’
TOTAL INTANGIBLE DRILLING COSTS i §91,100] 807,700]
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000} -
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650’ 56,500 56,500
5-1/2" @ 12,600 93,000 .
930-030 Tubing 27/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS [ 66,100] 405,500) -
TOTAL COSTS [ 657,200 1,213,200
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 AL SPRINGER Approval
OWNER SHARE
L J
| |
L |

r




Producer:88 Rev.. Year Lease) 5-96 (One YEAR PAID UP LEASE) Form 34§

, - OIL AND GAS LEASE . Hall-Poorbaugh Press, Inc.
‘ ) : Roswell, New Mexico
THIS AGREEMENT made this 9th day of December . 16,97

Lavena Howard, Joan Garrison and Reita Schnaubert, each dealing in her sole and separate
property, LESSOR; and YATES PETROLEUM CORPORATION - 70%, YATES: DRILLING COMPANY: - 10%,
ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. - 10%Z, all New Mexico Corporations,

LESSEE, o Lessce, WITNESSETH:
1. Lessorin consideration of Ten and no/100 . . . , Dollars
¢__10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein conitained, hereby grants, leases and lets exclusively unto Lessee for the *

purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures
thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees,
the following described land in ' Lea County, New Mexico : it

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4 :

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be foratermof 1 years
from this date (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder., R

3.'l‘hemyaldutobepddbyl:melm:(a)onoil.‘w]_/zi-ofthutpmduoedanduvedfmmnldland.t_heumetobedelivemdnthewelkorlotboaeditofmlntolbep!peﬂnelo
which the wells may be connected; Lessee may from time to time purchase any royalty ofl in its possession, paying the market price therefor prevailing foe the field where produced on the date of
pumhue;(b)onmlmludingudnﬁm_ gaa or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom,
themarketvalueatthewellof, ~1/4 . . . ofthe gassosold orused, provided thaton gas sold at the wells the royalty shall be ]be/! .~ of the amount realized from such sale; while
there is a gas well on this leass or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which sald well
13 shut in and thereafter at annual intervals the sum of $1.00 per acre, andif such payment is made ot tendered, this Jease shall not terminate and it will be considered that gas is being produced from
this leass in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties eatitied thereto oa or befors the dats said
payment is dve. Lessce shall have free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shall be computed

after deducting any so used.

4. Lessee, atits option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, oc either of them, with other land, lease
orlease:intheimmdl&ﬂdn!tythaeofmlhemkhexdmﬂenﬁpuhmd.wkninLessee'sjudgementitltneeessaryorndvisablgtodomlnmduptopalyme;plae.uwdewbpnndopenm
1aid leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or whea to do so would, in the of to
the conservation of cil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in ares, and units pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmentaf authority having jurisdiction prescribe o t the creation
of units larger than those specified, units thereafier created may conform substantially in size with those prescribed by governmental regulations. Lesses uader the provisions may pool or
combine acreage covered by this lease, or any poction thereof as above provided as to oil in any one or more strata and as to gas in any one or more strata, ‘The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to ares with
gas units, The pooling in one or more instances shall not exhaust the rights of the Lessec hercunder to pool this lease or portions thereof into other units, Lessee shall fils for record in the
eppropiate records of thé county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit, Lessee may st its election exercise its
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but itis not required to include, land oe leases upon which
a well capable of producing il or gas in paying quantities has theretofore been completed or upon which operations for the drilling of & well for il or gas have tharetafore been commenced.
Operations for drilling on o production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardiess of whether such operations for
drilling were commenced oc such production was secured before or after the execution of this instrument of the instrument designating the pooled unit, shall be considered as operations for drilling
onotproduedonofdludmﬁmlndemedbydﬁsleuewhétheromotmeweuorwelhbeloamdmdnpnyﬂmwwmdﬁyﬂﬂskugmd&eenﬂummsﬁmﬁn:mchmkuuﬂu.
asto oil and gas, or either of them, a3 herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, a3 if the same were included in this lease,
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, o elther of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit 2 pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis—that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the ofl and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and Included in the pooled unit bears to the total number
of surface acres incloded in the pooled unit. Royddubawn_deuhaﬂbecompuwdonmepotﬁonofsuchpmducﬂon.whgtbe:nbeoilndmudmadtbem.wwbmhndewmd
by this lease and included in the unitjust as though such production were from such land. The production from an oil well will be considered production from the lease or ofl pooled unit from which
itis producing and ot as production from a gas pooled unit; and production from & gas well will be considered a3 production from the lease of gas pooled unit from which it is producing and not
from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance
covered hereby to any cooperative or unit agreement of plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico Oil Conservation
Commission or other lawful governmental authority, In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the cil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and sald agreement or plan of operation shall be filed with the New Mexico Oil Conservation
‘Commission, or other lawful authority, and Lessee shall record in the county in which the Jeased premises are situated, an instrument describing such agreemeant or plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expiration of the primary term ofl or gas is not being produced on said Jand, or from [and pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force 3o long as operations on said well o¢ for drilling o reworking of any
additional well are prosecirted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from
1and pooled therewith. If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but sball remain in focce and effect so long
as such operations are peosecuted with no cessation of more than 60 consecutive days, and if they result in the production of cil and gas, so long thereafter as oil or gas is produced from said land,

. ot from land pooled therewith, Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropeiate records of
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the eveat a well or wells producing oll or gas in
paying quantities should be brought in on adjacent land and witiin 660 feet of and draining the lease premises, or land pooled therewith. Lesses agrees to drill such offset well or wells as a
reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a releass or releases covering any portion
“or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage sumendered. .

6. Less Mhmthed t at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and remove
ell casing, \.i!ebenqumdby&m:ﬁwwiubfuydl pipe linel; below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bamn now on sald land

without Lessor's consent.

7. rights of either hereunder may be assi in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the lameor s::yddu. how?vgmomplhhed.y:hﬂ ox to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until
thirty (30) days after Lessee shall have been fumnished by registered U.S. mail at Lessee’s principal place of business with a certified copy of recorded instrument or Instruments evidencing same.
In the event of assignment bereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all, .

8. The breach by Lessee of any cbligation arising hereunder shall not work & forfeiture or termination of this lease nor cause a termination oe revision of the estate created bereby noe be
grounds for cancellation bereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in
writing of the facts relied upon as constituting a breach bereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations
Imposed by virtue of this instrument. After the discovery of ofl or gas in paying quantities on said premises, Lessee shall develop the acreage retalned hereunder as a reasonably prudeat operator .
butin discharging this cbligation it shall in o event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oll in paying quantities and
anc well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities.

9. Lessor hereby warrants and agrees to defend the title to said hndmdngrecnhn[,esseemtsoﬁdon may discharge any tax, mortgage w_othaﬂeuuponddhnthha!nwhohulnm
and in event Leueebgoes 10, it shall be subrogated to such Lien with the right to enforee same and apply royalties accruing hercunder toward satisfying same. Without inipairment of Lesses’s right
under the warranty in event of faflure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the eatire fee‘:lmplemte. thea the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the .

same.

10. Should Lessce be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon o mg oif or gas
therefrom by reason of scarcity of or Inability to obtain of to use equipment or material, or by operation of force majeure, any Federal or state law or any order, ruls or of governmenta!

- suthority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease
shall be extended while and s0 fong as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil o gas from the leased premises; and the
time while Lessee is 5o prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding.

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

Lavena Howard , - Lessor

Joan Garrison Lessor Reita Schnaubert Lessor



INDIVIDUAL ACKNOWLEDGEMENT

STATEOF . -
County of } §s.

This instrument was acknowledged before me this

by Lavena Howgrd, ‘dealing in hgrr sole and separate property

My commission expires
Notary Public

INDIVIDUAL ACKNOWLEDGEMENT

STATEOF.. * = - o

County of } §S.

‘This instrument was acknowledged before me this
byi Joan Garrison, .vde.aling in:: her solé- and separate property
My commission expires .
' Notary Public

INDIVIDUAL ACKNOWLEDGEMENT

STATBOF:. ..~ . . |
County of }ss"

This instrument was acknowlédgcd before mp this

Reita .Schnaube.rt, dealing in her sole and separate property

by. T
My commission expires ;
Notary Public
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MARTIN YATES. lil

1912 - 1985

FRANK W. YATES

1936 - 1986

S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

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

TELEPHONE (505) 748-1471

December 10, 1997

Bristol Resources Corporation
6655 S. Lewis, Suite 200 CERTIFIED MAIL
Tulsa, Oklahoma 74136 RETURN RECEIPT REQUESTED

RE: Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Gentlemen:;

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

We will forward our Operating Agreement in the very near future.
Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,
YATES PETROLEUM CORPORATION
WM
Robert Bullock
Landman

RB/Ijf
enclosure(s)
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US Postal Service . )
Receipt for Certified Mail
+ No Insurance Coverage Provided.
Do not use for International Mail (See reverse)
Sent to
Bristol Resources Corporation

8855 3t ewis, Suite 200
xtsre Qdamma 74136

Postage $

Certified Fee

Spedial Delivery Fee

Restricted Delivery Fes

Retum Receipt Showing to
Whom & Date Delivered
Retum Receipt Showing to Whom,
Date, & Addressee’s Address

TOTAL Postage & Fees $
Postmark or Date

Tl A SHCTT
A~*3 ety

PS Form 3800, April 1995

N _ o ]
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o . . O Registered [ Certified =
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! O Retum Receipt for Merchandise ] COD 3
7. Date of Dﬂv 2
3
EC151997 3
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97-343-0

& AFENO. |
// // /ATES AUTHORITY FOR EXPENDITURE AFE DATE 11126157
//4 // EEEEEIR-E%!PDN NEW DRILLING & RECOMPLETION
. AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X_|New Drilling X {oil Development Original
ARTESIA. NEWMEXICO88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 145-1171 Injector Final :
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300" FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
DIVISION CODE 100 DIVISION NAME Oil & Gas Division
DISTRICT CODE DISTRICT NAME
BRANCH CODE BRANCH NAME
PROGNOSIS: |
INTANGIBLE DRILLING COSTS: DRYHOLE ~ COMP'D WELL
820-100 Staking, Permit & Legal Fees 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 "~ 10,000
920-190 Electric Logs & Tape Copies 25,400 - - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service :
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ] 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-480 Additional LOC Charges - Completion 1,200
820-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS L 591,100] 807.700J
TANGIBLE EQUIPMENT COSTS: -
930-010 Christmas Tree & Wellhead 2,000 26,000 ~
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650' 56,500 56,500
5-1/2" @ 12,600’ 93,000] .
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS L 66,100| 405,503] :
TOTAL COSTS { 657,200 1 213.200
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 AL SPRINGER Approval
OWNER SHARE
L J
BY '
L |
BY
L ]
BY




@; \ S S.P. YATES -
r'y T E 5 CHAIRMAN OF THE BOARD

) PETROLELUM ™

CORPORATION ExecoTvE vice Presaens

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY

ARTESIA, NEWMEXICO 88210 TREASURER
TELEPHONE (505) 748-1471

MARTIN YATES, Il
1912 - 1985

FRANK W. YATES
1936 - 1986

105 SOUTH FOURTH STREET

December 10, 1997

R.G. Barton, Sr. and O. Barton Rev. Trust

Roy G. Barton, Jr. Trustee CERTIFIED MAIL

P.O. Box 978 RETURN RECEIPT REQUESTED
Hobbs, New Mexico 88241-0978

RE: Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Mr. Barton:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

We will forward our Operating Agreement in the very near future.
Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

Robert Bullock -
Landman

RB/ljf
enclosure(s)
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No Insurance Coverage Provided.
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FW&L.
A0 BEY7RT "
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Postmark or Date

NSFll— AR S
G '3 By

PS Form 3800, Aprit 1995

DER:- -
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card to you
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sWrite "Retum Receipt Requested” on the maiipiace below the articie numbes. 2. [ Restricted Delivery
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-ml:::n Recsipt il show t0 e s deli Consult postmaster for fee.
3. Article Addressed to: 4a. ZAN? Numb?; Q3 3 5/
St 5
R.G. Barton, Sr. and O. Barton .
R Trust 4b. Service Type
ev. Trus O Registered K] Certified
Roy G. Barton, Jr., Trustee e Mail 0 Insured
P.O. Box 978

O Retum Receipt for Merchandise [J COD
Hobbs, New Mexico 88241-0978 [7. Date of Delivery
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RB

. - AFE NO. 97-343-0
1 TE AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
g FETRDLEUH NEW DRILLING & RECOMPLETION
CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X {oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |[Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector || Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico .
LEGAL DESC. 3,300° FSL & 760" FWL LOCATION Section 2-16S-35E - - : | ' .
FIELD HORIZON Morrow '
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
§20-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000( - 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 - 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies : 25,400 - 25,400]
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400] 17,400
920-220 Contingency -
820-230 Coring, Tools & Service :
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
§20-350 Cementing - Production Casing 36,500
920410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion -3,100| "
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion —J
TOTAL INTANGIBLE DRILLING COSTS | §91,100] - 807,700{
TANGIBLE EQUIPMENT COSTS: ) T
930-010 Christmas Tree & Wellhead 2,000 26,000| -
930-020° Casing 11-3/4" @ 450’ 7,600 7,600
8-5/8" @ 4650’ 56,500 - 56,500
5-1/2" @ 12,600 93,000] -
930-030 Tubing  27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
840-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500} -
TOTAL COSTS | 657,200! 1,213,200|
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 AL SPRINGER Approval
OWNER SHARE
L il
BY '
L J
BY
L J
BY
L N | L ]




Dec-15-87 04:22P Barton Oil1 Producers 505-393-0970 P.14

S. P. YATES
O . I E 5 CHAIRMAN OF THE BOARD
JOHN A YATES

PETROLELUM

MARTIN YATES.

1912 - 1985
FRANK W. YATES A/ EDRFDRHT'DN PEYTON YATES
1938 - 1986 5 ] ~JALE EXECUTIVE VCE PIRESICENT

RANDY G. PATTERSON
SECRETARY

105 SOUTH FOURTH STREET
DENNIE G. KINSEY
ARTESIA, NEWMEXICO 88210 TREASURER
TELEPHONE (505) 748-1471

December 10, 1997

R.G. Barton, Sr. and O. Barton Rev. Trust

Roy G. Barton, Jr. Trustee CERTIFIED MAIL

P.O. Box 978 RETURN RECEIPT REQUESTED
Hobbs, New Mexico 88241-0378

RE: Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300 FSL and 760" FWL
Lea County, New Mexico

Dear Mr. Barton:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Shouid you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

We will forward our Operating Agreement in the very near future.
Please cali me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

Robert Bullock
Landman

RB/;jf /) 7 ¥ .
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Dec-15-97 04:27P Barton 0il Producers 505-393-0870 P.0O1
AFE NC. 97-3434
AUTHORITY FOR EXPENDITURE AFE DATE 1112697
NEV/ DRILL:NG 8 RECOMPLETION
AFE Typa: Well Opjactive:  Well Type: AFE STATUS;
103 SOUTH FOURTH STAGET X [New Driting e Deveiopment Ongnal
ARTESIA. NEW MEXICO 88210 Recompistion X |Gas X |Exp y | | Rewses
TrLemeoNE (BO8) 7481471 W\)QC'D( Firan

LEASE NAME Fleld APK State Com. #3 PROJD DEPTH 12,800' |

COUNTY Les STATE New Mexico !

LEGAL DESC. 3,300’ FSL & 760' FWL LOCATION Section 2-16S-35E g

FIELD ; HORIZON Morrow }

DIVISION CODE 100 DIVISION NAME Oil & Gas Division

DISTRICT CODE DISTRICT NAME

BRANCH COCE BRANCH NAME

PROGNOSIS |

r
(

INTANGIBLE DRILLING COSTS: DRY KOLE COMP'O WELL
920-100 Staking, Permit & Legal Fees 1,200 1,200
922110 Location, Right-of-Way 15,000 15,000
920-120 Drilting, Footage
920-130 DCrilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Driling Water, Fastine Rental 15,000 15,000
920-150 Driilting Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,800
920-170 Cernenting - Surface Casing 24,000 24,000
920-180 Drikk Stem Testing, OHT 2D5T's 10,009 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl,, Trkg. & Welaing 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -

928-230 Conng, Tools & Service
920-240 Bity, Tool & Supplies Purchase £0,000 50.000
923-350 Cementing - Preduction Casing 36,500
920-410 Compietion Unit - Swabbing 10.000
920-420 Water for Completion 8,000
920430 Mud & Addltives for Completion 1,000
920440 Cementing - Completion 0
920450 Elec. Logs, Testing, Etc. - Compietion 35,000
920-480 Toals & Equip. Rental, Etc. - Compleion 20,000
920-47¢ Stimulatian for Campteticn cne zone test only 100,000
920-480 Supervision & O/H - Completion 1,100
920-460 Additional LOCT Charges - Compietion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-590 Contingency for Completion -

TOTAL INTANGIBLE DRILLING COSTS . [ 591,100] 807,700

TANGIBLE ZQUIPMENT COSTS:
930-01C Christras Tree & Waithead 2,000 28,000
530-020 Casing 11-3/4" @ 450° 7.600 7,600

B8-5/8" @ 4650° 56,500 56,500

5-1/2" @ 12,800' 93,000

§30-030 Tubing 278" @ 12400° 35,000
330-042 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20.000 for electrcity 116,000
940-020 Storage Facilities 22,700
94C-032 Separation Equip., Flowlines, Misc. 25.000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100} 405,500

TOTAL COSTS [ 657,200] 1,213.200]

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 AROVE.

[Prepared l . Sperations ]
qgl__8y AL SPRINGER Approval
SHARE

L ]
' l 1
lay DATE
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fav MATE 1 I AEEND  ren Y



e

MARTIN YATES. Il

1912 - 1985

FRANK W. YATES

1936 - 1586

ATES
j PETROLEUM
CORPORATION

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXIC0O88210
TELEPHONE (505) 748-1471

December 9, 1997

Katherine Adeline Cone Keck

1801 Avenue of the Stars, Suite 446 CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Los Angeles, CA 80067

RE: Field APK State Com #3

S P. YATES
THAIRMAN ©F THE BOARD
JOHN A YATES
PRES.SENT
PEYTON YATES
EXECUTIVE V ZZ PRESIDENT
RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

Township 16 South, Range 35 East, NMPM

Section 2: 3300’ FSL and 760’ FWL

Lea County, New Mexico

Dear Ms. Keck:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600". Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating

Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Qil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)

original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

YATES PETROLEUM CORPORATION

004

4351.

Thank you.
Very truly yours,
Robert Bullock
Landman

RB/Ijf

enclosures
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® - —y T L L Ss¢ el g7
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S. P. YATES -
CHAIRMAN OF THE BOAROD

JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIOENT

RANDY G. PATTERSON

MARTIN YATES. 1l
1912 - 1985

FRANK W. YATES
1936 - 1986

105 SOUTH FOURTH STREET SecReTARY
DENNIS G. KINSEY
ARTESIA, NEW MEXIC0O 88210 TREASURER

TELEPHONE (505) 748-1471

December 9, 1997

Katherine Adeline Cone Keck
P.O. Box 10321 CERTIFIED MAIL
Lubbock, Texas 79404 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Ms. Keck:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retumn the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and retun one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.
Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robdert Bullock
Landman
RB/ljf

enclosures
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® Attach this form to the front of the maiipiece, or on the back if space does not
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sWrite "Return Raceipt Requested" on the mailpiece below the article number.
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1. [0 Addressee’'s Address
2. 13 Restricted Delivery
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Katherine Adeline Cone Keck
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AFE NO. 97-343-0
, AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
y FETRDLEU" NEW DRILLING & RECOMPLETION
#/ CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X [New Drilling X [oit Development igi
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory
TELEPHONE (505) 748-1471 Injector
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600'
COUNTY Lea" STATE New Mexico
LEGAL DESC. 3,300" FSL & 760' FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 - 15,000
920-120 Drilling, Footage ‘
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasiine Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 "~ 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's’ 10,000 10,000
920-180 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS | §91,100]| 807,700]
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000{ -
930-020 Casing 11-3/4" @ 450’ 7,600 7,600
8-5/8" @ 4650’ 56,500 56,500
5-1/2" @ 12,600 93,000} -
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT cosTs { 66,100/ 405,500 -
TOTAL COSTS [ 657.200! 1,213,200

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 Al SPRINGER Approval
OWNER SHARE
I ]
BY '
L ]
BY
L |

BY




Producers 88 Rev. . Year Lease) 5-96 (One YEAR PAID UP LEASE) Form 345

. . - OIL AND GAS LEASE A - Hall-Poorbaugh Press, Inc.
i Roswell, New Mexico
THIS AGREEMENT made this 9th day of December : 19.97 perween

Katherine Adeline Cone Keck, LESSOR; and YATES PETROLEUM CORPORATION - 70%, YATES
DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%,-MYCO INDUSTRIES, INC. -
10Z, all New Mexico.Corporations, LESSEE, -~

o Lessee, WITNESSETH:
L. Lessorin consideratonof ___ e and 100/100-~=~---- : S Dollars
s 10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein coritained, hereby grants, leases end lets exclusively unto Lessee for the *

purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telepbone lines and other structures
thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and housing its employees,

the following described land in Lea County, New Mexico : » to-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4 '

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of
production of ail or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for atermof 1 years
from this date (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder, .

3. The royalties to be paid by Lesseo are: (a)onoil,..xl/l}- of that produced and saved from sald land, the same to be delivered at the wells or to the credit of Lessor into the pipe line to
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of
purchase; (b) on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom,
the marketvalue atthe wellof . © { .., of the gas s0 sold or used, provided that on gas sold at the wells the royalty shall be 4/4 .~ of the amount realized from such sale; while
there is a gas well on this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well
is shut in and thereafter at annual intervals the sum of $1.00 per acre, andif such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from
this lease in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the dats said
paymentis due. Lesseo shall have fres use of oil, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty on oil and gas shall bs computed

after deducting any so used.

4, Lessee, atits option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
or leases in the immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do s0 in order properly to explore, oc to develop and operate
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the of Lessee, promots
the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in ares, and unlts pooled for
gas hereunder shall not substantjally exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmeatal authority Baving jurisdiction prescribe or mdﬁe creation
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Leases under the provisions may pool or
combine acreage covered by this lease, or any portion thereof as above provided as to cil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to area with
gas units, The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thercof into other units. Lesses shall file for record in the
appropriate records of thé county in which the leased premises are situated an instrument describing and designating the pooled acreage as & pooled unit. Lessee may at its election exerclse its
pooling option after commencing operations for or completing an il or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land oc leases upon which
a well capable of producing of! or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oll oc gas have theretofore beea commenced.
Operations for drilling on of production of il or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considesed as operations for drilling
on or production of oil and gas from land covered by this lease whéther or not the well or wells be located on the premises covered by this Jease, and the entire acreags constituting such unit o units,
as to oil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this lease,
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gas, o either of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled uaits. Such atlocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the ofl and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total sumber
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be cil and gas, or either of them, so allocated to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil pooled unit from which
itis producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the leass or gas pooled unit from which it is producing and not
from an ofl pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land oc any part or formation o mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico Oil Conservation
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the baiis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. ‘This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New 0il Conservation

"Commission, o other lawful suthority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreemeant or plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or foe drilling or reworking of any
additional well are prosecited with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil oc gas is produced from said land, or from
1and pooled therewith, If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the production thereof should cease from
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in force and effect 5o long
23 such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafier as oil or gas 1s produced from said land,
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for recoed in the appeopriate records of
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on sald unit, In the eventnwsnorwn:g:‘duducnormln
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lesses agrees to drill such well or wells as a
teasonably prudent operator would drill under the same or similar ciccumstances. Lessee may at any time execute and deliver to Lessor or place of record a release oc releases covering any portion
‘or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. .

6. Lessee lhl“ have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on sald land, including the right to draw and remove
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land

without Lessor’s consent.

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lesses until
thirty (30) days after Lessee shall have been fumished by registered U.S. mail at Lessee’s principal place of business with a certified copy of recorded instrument oc instruments evidencing same.
In the event of assignment hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all,

8. The breach by Lesses of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estats created hereby nor be
grounds for cancellation bereof in whole o¢ in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in
writing of the facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations
imposed by virtue of this instrument, After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hereunder as a reasonably prudent operator
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oil in paying quantitesand -
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the arca retained b der and capable of producing gas in paying quantities,

9, Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee atits option may discharge any tax, mortgage or other lien upon said land either in whole or in part,
and in event Lessee does 30, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without inipairment of Lesses’s right
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entirs fes simple estate, then the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the .

same.

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas
therefrom by reason of scarcity of or Inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or regulation of tal
- authority, then while so prevented, Lessce’s obligation to comply with such covenant shall be susbended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease
shall be extended while and s0 long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the
time while Lessee is 5o prevented shall not be counted against Lessce, anything in this lease to the contrary notwithstanding, - .

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

‘Katherine Adeline Cone Keck

Lessor Lessor




INDIVIDUAL ACKNOWLEDGEMENT

STATE OF NEW MEXICO,
County of . } s8,

This instrument was acknowledged before me this

by
My commission expires
Notary Public
CORPORATION ACKNOWLEDGEMENT
STATE OF NEW MEXICO,
County of : : }53~
This instrument was acknowledged before me thig
by _ | | _ 5
of L ' S , » ‘ corporation
on behalf of said corporation.
My commission expires
: Notary Public
INDIVIDUAL ACKNOWLEDGEMENT
STATBOR:.TEXAS = o
County of }SS'
This instrument was acknowlédged before me dns
by Katherine Adeiine Cone Keck
My commission expires ;
' Notary Public
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MARTIN YATES, Il

1912 - 1985

FRANK W. YATES

1936 - 1986

P

R S S. P. YATES
g T E 5 CHAIRMAN OF THE BOARD
y PETROLEUM O eesomar

CORPORATION reToares
s == EXECUTIVE VICE PRESIDENT
. RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEW MEXIC0O88210 TREASURER

TELEPHONE (505) 748-1471

December 9, 1997

Ms. Marilyn Cone

Trustee for D.C. Cone Trust

P.O. Box 64244 CERTIFIED MAIL

Lubbock, Texas 79464 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3 ,
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Ms. Cone;

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and retumn one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Rgbert Bullock
Landman
RB/jf

enclosures
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US Postal Service . .
Receipt for Certified Mail

No Insurance Coverage Provided.

Do not use for Intemational Mail (See reverse

Sent to
Narilyn Cone

TR R 2HFCod

ubbock Texas

¥
Tiitédurer D.C. Cone Trust
r e9464

Postage

Certified Fee

Spedial Delivery Fee

Restiicted Delivery Fee

Retum Receipt Showing to
whom & Date Delivered

Retum Receipt Showing to Whom,
Date, & Addressee’s Address

TOTAL Postage & Fees

Postmark or Date

Com # 3

PS Form 3800, April 1995
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+SENDER-

sCompiete items 1 and/or 2 for additional services.
aComplete items 3, 4a, and 4b.
card fo you.

rmit

delivered.

= Print your name and address on the reverse of this form so that we can retum this
= Attach this form fo the front of the mailpiece, or on the back if space does not

permit.
mWrite “Retum Receipt Requested” on the mailpiece below the articie number.
sThe Retum Receipt wili show to whom the article was deliverad and the date

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

1. [J Addressee’s Address
2. O Restricted Delivery
Consuit postmaster for fee.

3. Article Addressed to:

Marilyn Cone

Trustee for D.C. Cone Trust
P.O. Box 64244

Lubbock, Texas 79464
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4a. Article Number

Z 351 0493 3¢Ya
4b. Service Type
0 Registered ® Certified
{3 Express Mail 3 Insured
[ Retum Receipt for Merchandise (1 COD

7. Date of Delive}y 0-) / [ /

ived By:

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

ank you for using Return Receipt Service.

\
X

& /6. Signal (Addressae or Agent,
% ) & C‘A / /_/ //‘e(—f

&;”;43

PS Form 3811, December 1994

P /é{ ;
1o2ses-e780179  Domestic Return Receipt



DC TRUST

MARILYN CONE, TRUSTEE
P.O. Box 93355
Lubbock, Texas 79413
(806) 795-8827

December 18, 1997

Yates Petroleum

ATTN: Robert Bullock

105 South Fourth Street
Artesia, New Mexico 88210

RE:  Field APK State Com #3
Lea County, New Mexico

Enclosed is a copy of an AFE apnd Lease we recently recejved covering the captioned
property.

Please supply this office with the following information:

What is the proration unit?
at is our interest?
Thank you.
Yours truly, 7
/ (/ / ) g /'/Lﬁ‘
CheryII R
encl.

lerr



RB

‘ AFE NO. 97-343-0
ATES AUTHORITY FOR EXPENDITURE AFE DATE 11126197
# PETROLELIM NEW DRILLING & RECOMPLETION
/ CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X joil Development Original
ARTESIA, NEWMEX’COB:QZ'O Recompletion X |Gas X |Exploratory || Revised
TELEPHONE (505) 748-1471 Injector . Final
LEASE NAME Field APK State Com. #3 PROJD DEPTH 12,600°
COUNTY Lea te STATE New Mexico
LEGAL DESC. 3,300’ FSL & 760' FWL LOCATION Section 2-16S-35E
FIELD ’ HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
§20-220 Contingency -
920-230 Coring, Tools & Service -
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion - 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200/
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion
TOTAL INTANGIBLE DRILLING COSTS ] 591,100] 807,700]
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000| -
930-020 Casing 11-3/4" @ 450° 7,600 7,600
8-5/8" @ 4650° 56,500 56,500
5-1/2" @ 12,600’ 93,000
930-030 Tubing 27/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500)
TOTAL COSTS [ 657,200] 1,213,200}
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
8y AL SPRINGER Approval
OWNER SHARE
L I
BY -
L J
BY
| _
BY




Producers 88 Rev.. Year Lease) 5-96 (One YEAR PAID UP LEASE) Form 345

L . - OIL AND GAS LEASE . . Hall-Poosbaugh Press, Inc.,
) Roswell, New Mexico
THIS AGREEMENT made this th day of, D ecember : 1997 petween

Marilyn Come, Trustee for D.C. Cone Trust, LESSOR; and YATES PETROLEUM CORPORATION - 70,
YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES; INC. - 10%,
all New Mexico Corporations, LESSEE, -

S Lessee, WITNESSETH:

I. Lessotin considerationof___L€1_2nd no/100 DR ——— : . - Dollars
¢__10.00 ) in hand pald, of the royalties herein provided and of the agreements of Lessce herein coritained, hereby grants, leases and lets excluaively unto Lesses for the -

purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and otber sfructures

thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said and housing its em';?oyees,

the following described fand in Lea County, New Mexico = - - » to-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4 ‘

2. Without reference to the commencement, prasecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of
production of oil or gas and without further payments than the royalties herein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for atermof-'1 years
from this date (called “primary term”) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder, ' .

3. The royaltles to be paid by Lesses are: (8) on ofl, ] /4 of that produced and saved from said land, the same to be delivercd at the wells or to the credit of Lessor fato the pipe line to
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the dats of
purchase; (b) on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product
the marketvalueatthewellof. "1 /4 . . ofthegassosold orused, provided that on gassold at the wells the royalty shallbe 1 /4 .~  of the amount realized from such sale; while
there is a gas well on this leass or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on ot before ninety (90) days after the date on which said well
is shut in and thereafter at angual intervals the sum of $1.00 per acre, andf such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from
this leass in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties eatitied thereto on or before the dats said
puyment Is due, Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty on oll and gas shall be computed

after deducting any so used.

4. Lessee, atits option, Is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
or leases in the Immediata vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do 50 in order propetly to explore, oc to develop and operats
sald leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the of Lessoes, promote
the conservation of oil and gas in and undet and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres in ares, and units pocled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority Raviag jurisdiction prescribe o tthe creation
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under the provisions may pool or
combloc acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or more strate. ‘The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease Is pooled or combined as to any other stratum or strata, and ofl units need not conform as to area with
gas units, The pooling In one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof Into other units, Lesses shall file for record in the
gppropriate records of thé county in which the Jeased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exerclss its
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may Inclide, but it is not required to include, lasid o¢ leases upon which
2 well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for of] or gas have theretofore been commenced,
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardiess of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as opergtions foe drilling
on or production of ofl and gas from land covered by this leate whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constituting such unit o units,
a3 to oil and gas, or either of them, a3 hereln provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as If the same included in this lease,
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oll and gas, 6¢ efther of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit & pro rata portion of the ofl and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis—that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the of] and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and Included in the pooled unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be ofl and gas, or elther of them, 30 allocated to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an ol well will be considered production from the lease or oil pooled unit from which
ftIs producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the leass or gas pooled unit from which ft is producing and not
from an oil pooled unit, In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part o formation or mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been by the New Mexico Ofl Conservation
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid, This lease shall
not explre during the life of such agreement or plan and shall be subject to the terms thereof and sald agreement or plan of operation shall be led with the New co Of] Conservation

"Commission, or othee lawful authority, and Lessee shall record in the county in which the leased premises are situated, an Instrument describing such agreement or plan of operation and reflecting

the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the explration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee Is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on sald well of foe drilling or reworking of any
additional well are proseciited with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from sald land, or from
land pooled therewith, If, after the expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, the jon thereof should cease from
any cause, this lease shall not terminate if Lessee commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remaia In force and effect s0 long
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, s0 long thereafier as oil or gas is produced from sald land,
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed foe record in the records of
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells cing oll or gas in

prylng quantities should be brought in on adjacent land and withiin 660 feet of and draining the lease premises, or land pocled therewith. Lesses agrees to drill such offset well or wells as a
reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion

“or portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations s to the acreage summendered.

6. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on sald land, Including the right to deaw and remove
8l casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land

without Lessor's consent.

7. The rights of either party hereunder may be assigned in whole of in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lesses unti]
thirty (30) days after Lessee shall have been fumished by registered U.S. mail at Lessee’s principal place of business with a certified copy of recorded instrument or instruments Mm( same.
In the event of assignment hereof in whole or in part Hability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who ts such
breach. If six or more partles become entitled 1o royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable Instrument executed by all such parties

designating an agent to receive payment for all, .

8. The breach by Lesses of any obligation arising hereunder shafl not work a forfeiture or termination of this lease nor cause a termination or revision of the estats created bereby nor be
grounds for cancellation hereof in whole or in part. In the cvent Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lesses I
writing of the facts relied upon as constituting & breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commeacs the compliance with the obligations

imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessce shall develop the acreage retained hereunder as a reasonably prudeat ornmr
but in discharging this obligation it shalt in no event by required to drill more than one well per forty (40) acres of the area retained hereunder and capable of producing oll in paying quanttiesand -
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities,

9, Lessor hereby warrants and agrees to defend the title to said Jand and agrees that Lessee at its option may discharge any tax, mortgage or other liea upon said land either in whole or In pan.
thout irripairment of Lesses's right

and in event Lessee does 50, it shall be subrogated to such lien with the right to enforce same and apply royaltles accruing hereunder toward satisfylog same. Wi
under the warranty in event of fallure of title, It is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fes simplo estate, then the royalties to be pald

Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upon the pasty or parties executing the .
same.

10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing cil or gas
therefrom by reason of scarcity of or Inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law o any ordez, rule or on of governmeatal
* authority, then while so prevented, Lessee’s obligation to comply with such covenant shall be suspended, and Lessce shall not be liable in damages for failure to comply therewith; and this lease
shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oll or gas from the leased premises; and the

time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding.

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

Marilyn Cone, Trustee for D.C. Cone-

Mogs = g



R\ S. P. YATES -
'y T E 5 CHAIRMAN OF THE BOARD
N F JOHN A, YATES
) PETROLELM sl
CORPORATION TN ATES

RANDY G. PATTERSON
SECRETARY

MARTIN YATES, Il
1912 - 1985

FRANK W. YATES
1936 - 1986

105 SOUTH FOURTH STREET
DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471

December 9, 1997

Jack McClendon, Adelline Z. Cone,

and S.E. Cone, Jr., Successor

Trustees under Trust “B” created

UWLT of S.E. Cone

FBO S.E. Cone, Jr.

P.O. Box 10321 CERTIFIED MAIL

Lubbock, Texas 79404 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760° FWL
Lea County, New Mexico

Dear Trustees:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Qil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.
Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Rohért Bullock
Landman
RB/jf

enclosures



Z 351 693 34y

US Postal Service

Receipt for Certified Mail

No Insurance Coverage Provided.
se for Intemational Mail (See reverse

McClendon, Adelline Z. Corle

Post ONfids, 515 Tor
P.0. Box 1

fock, Texas [§9404
Certified Fee

Spedial Delivery Feq

Restricted Detivery Fee
Retum Receipt Showing to
Whom & Date Delivered

Retum Feceipt Showing to Whom,
Date, & Addressee’s Addess |

April 1995

TOTAL Postage & Fees

s
ostmark or Date

STl A28 T e

(O3 T?BA%/

PS Form 3800

SENDER: - , .
wComplels iterns 1 and/or 2 for additional services.
sCompiete items 3, 4a, and 4b. i .
®Print your name and address on the raverse of this form so that we can return this
card to you. )
= Attach this form to the front of the mailpiece, or on the back if space does not

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

1. [ Addressee’s Address

2. [J Restricted Delivery
Consult postmaster for fee.
4a. Article Number

2 3571 (93 3%

4b. Service Type

permit. .
sWrite "Retum Receipt Requested” on the mailpiece below the anticle number.
aThe Retum Receipt will show to whom the article was delivered and the date
delivered.

3. Article Addressed to:
Jack McClendon, Adelline Z. Cone

Is your RETURN ADDRESS completed an the reverse side?

and S.E. Cone, Jr. [ Registered K Certified
c/o S.E. Cone, Jr. O Express Mail O insured
P.O. Box 10321 2 Retum Receipt for Merchandise [1 COD

Lubbock, Texas 79404

7. Date of Deliye! - 6)‘\
$
Oﬁ]ih—é

5. Received By: (Print Name)

[T —

8. AddresseéYs'Addreszsonly iF’f' quested
Q

ond faa icliaik
. éeceipt

Thank you for using Return Receipt Service.




)

MARTIN YATES, Il

1912 - 198S

FRANK W. YATES

1936 - 1986

-3 TreR S. P. YATES
Ly T E 5 CHAIRMAN OF THE BOARD
) FETROLELIM b=

¢/ CORPORATION exrEYTON vaTES
RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER

TELEPHONE (505) 748-1471

December 9, 1997

change per Robert Bullock 12/9/97

£8Q S.E. Cone, Jr.
P.O. Box 10321 CERTIFIED MAIL
Lubbock, Texas 7940§ RETURN RECEIPT REQUESTED

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300' FSL and 760° FWL
Lea County, New Mexico

Dear Trustees:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. |f you desire to participate,
please execute and retum the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351,

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Robért Bullock
Landman
RB/jf

enclosures
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AFE NO. 97-343-0
PATES ' AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
y PETRULEUH NEW DRILLING & RECOMPLETION
. 1/ CORPORATION
AFE Type: Well Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X {oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory || Revised
TELEPHONE (505) 748-1471 Injector || Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea K STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD ; HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-18C Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service .
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Comipletion Unit - Swabbing 10,000
820-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test anly 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS | 591,100] 807,700|
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000 -
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650° 56,500 56,500
5-1/2" @ 12,600 93,000
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | | 66,100] 405,500}
TOTAL COSTS i B 657,200] 1,213,200
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 AL SPRINGER Approval
OWNER SHARE
[ l
BY - '
L J
BY
L 1




Producers 88 Rev. .  Year Lease) 5-96 (One YEAR PAID UP LEASE) Form 345

. . - OILAND GAS LEASE , ' Hall-Poorbaugh Press, Inc.
Roswell, New Mexico
THIS AGREEMENT made this 9th dayof. December 19.97

Jack McClendon, Adelline Z. Cone and S.E. Come, Jr., Successor.Trustees under Trust "B"
created ULWT of S.E. Cone, LESSOR; and YATES PETROLEUM CORPORATION - 70%, YATES DRILLING
COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. - 10%Z, all New

Mexico Corporations, LESSEE Lessee, WITNESSETH:
1. Lessorin consideraton of Ten and no/lOO : : ,Dollars
¢__10.00 ) fn hand pald, of the royalties herein provided and of the agreements of Lesses herein coritained, hereby grants, leases and lets exclusively unto Lesses for the *

purpose of iavestigating, exploring, prospecting, drilling and mining for and producing cil and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures
thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, and houslng its employees,

the following described land in_ Lea County, New Mexico : , to-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at
production of il of gas and without further payments than the royalties herein provided, and notwithstanding anything else hereid contained to the contrary, this lease lhlnbcfwlmo.; yldny::: ’
from this date (called “primary term™) and as long thereafier as oil or gas is produced from said land or land with which sald land is pooled hereunder, ) .

3, The royalties to be paid by are: (8) onoil, w1 /4 of that produced and saved from said land, the same 1o be delivered at the wells oc to the credit of Lessor into the pipe line to
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field where produced on the date of
purchase; (b) on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off the premises oe for the extraction of gasoline or other product therefrom,
the marketvalue atthewellof . " 1 /¢ .. .of the gas s0 sold or used, provided that on gas sold at the wells the royalty shall be 1/4 .~ of the amount realized from such sale; while
there is a gas well on this Jease or o acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well
Is shut in and thereafter at annual intervals the sum of $1.00 per acre, and1f such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being peoduced from
this leass in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitied thereto on or before the date said
paymentis due. Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor's wells, for 21l operations hereunder, and the royalty oa oil and gas shall be computed

after deducting any so used.

4, Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
or leases in the mmediate vicinity thereof to the extent, hereinafter stipulated, when in Lessec’s judgement it is necessary or advisable to do so in order properly to explore, o to develop and operate
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or whea to do so would, in the judgment of Lesses, promots
the conservation of ol and gas in and under and that may be produced from said premiscs. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority baving jurisdiction prescribe or permit the creation
of units larger than those specificd, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lesses undee the provisions hereaf may pool oc
combine acreage covered by this lease, or any portion thereof as above provided as to oil in any one or more strata and as to gas in any one or moce strate. ‘The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform &s to ares with
gas units. The pooling in one or more instances shall not exbaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units, Lesses shall file for recoed in the
appropriate records of thé county n which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lesseo may at its election exercise its
pooling option after commencing operations for or completing an of! or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land oc Jeases upon which
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for ofl or gas have theretofore been commenced.
Operations for drilling en o production of ofl or gas from any part of the pooled unit which includes all or & portion of the land covered by this lease regardless of whether such operations for
drilling were commenced or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, shall be considered as operations for drilling
on ot production of ofl and gas from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and the entire acreage constitating such unit or units,
a3 to cil and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the sams were Included In this leass.
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of ol and gas, 6r efther of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the ofl and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, 30 allocated to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the leass or oil pooled unit from which
it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled uait from which it is producing and not
from an oil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land oc any part or formation oc mineral substance
covered hereby to any cooperative or unit agreemeat or plan of development and operation, and to any modifications thereof, which have beea approved by the New Mexico O1l Conservation
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New 0il Conservation
"Commission, or other lawful suthority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement oe plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells. '

5. If at the explration of the primary term oil or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or rewocking operations thereon,
or shall have completed & dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well o for drilling o¢ reworking of any
additional well are prosecisted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from sald land, or from
land pooled therewith. If, after the expiration of the primary term of this lease and aftet oil or gas is produced from said land, or from land pooled therewith, the production thereof should ceass from
any cause, this lease shall not terminate if Lessce commences operations for drilling or reworking within 60 days after the cessation of such production, but shall remain in forcs and effect so long
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oll and gas, so long theseafter as ofl or gas is produced from said land,

- ot from land pooled therewith. Any pooled unit designated by Lessee in'accordance with the terms hereof, may be dissolved by Lessee by instrument filed for recoed in the appropriate records of
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit. In the event a well or wells g oil or gas In
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such well or wells as a
reasonably prudent operatoe would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion
‘ot portions of the above described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. .

6. lweeshnllhmtbetlghtnmydmduﬂngonﬁenheexpimddnofthisleasetommovenllpropertynndﬁxmresplneedby!.emeonnidhnd.lnchdln;dsdxbtbdnwudnmove
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land

without Lessor’s consent,

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding on Lessee until
thirty (30) days after Lessce shall have been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument oc instruments evidencing same,
In the event of assignment bereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of the estats created bereby nor be
grounds for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor ahall notify Lessee in
writing of the facts relied upon as constituting a breach hereof, and Lesses, if in default, shall have sixty days after receipt of such notice in which to commence the compliance with the obligations
imposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessee shall develop the acreage retained hercunder as a reasonably prudent operator
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hercunder and capable of producing ofl in paying quantitiesand -

. one well per 640 acres plus an acreage tolenance not to exceed 10% of 640 acres of the area retained hereunder and capable of producing gas in paying quantities.

9. Lessor hereby warrants and agrees to defend the title to said land and agrees that Lessee at its option may discharge any tax, mortgage or other lien upon said land either in whole or in part,
and in event Lessee does 30, it shall be subrogated to such liea with the right to enforce same and apply royalties aceruing hereunder toward satisfying same. Without inipairment of Lessee’s right
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the oil or gas on, in or under said land less than the entire fec simpls estate, thea the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, it shall nevertheless be binding upen the party or parties executing the .
same.

10. Should Lesscs be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or from producing oil or gas
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law o any order, rule oc regulation of governmental
- authority, then while so prevented, Lessee's obligation to comply with such covenant shall be sushended, and Lessee shall not be liable in damages foe failure 1o comply therewith; and this lease
shall be extended while and 50 Jong as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the
time while Lessee is 5o prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. - .

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

Jack McClendon A Lessor

Adelline Z. Cone Lessor S.E. Cone, .Ir. Lessor
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INDIVIDUAL ACKNOWLEDGEMENT

STATE OF
County of } §s.

This instrument was acknowledged before me;this

! -

by Jack MeClendon, Successor Trustee under Trust "B" created ULWT of
S.E. Cone
My commission expires
Notary Public

INDIVIDUAL ACKNOWLEDGEMENT

STATEOR:. .~ - | .
County of }SS-' |

‘This instrument was Achowlédgcd before :igc this

by Adelline Z. Co;le, Succesqior Trust'ee under Trust "'B" created ULWTlo.f
. S.E. Cone T
My commission expires A
- Notary Public

INDIVIDUAL ACKNOWLEDGEMENT

STATEOF: . ** - |
County of }ss"

‘This instrument was acknowlédged before n;e this

by _S.E. Conme, Jr, Sugceggof Trustee under Trust "B" created -

ULWT of S.E. Cone

My commission expires :
Notary Public
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MARTIN YATES, IlI

1912 - 1985

FRANK W. YATES

1936 - 1986

¢ PETROLEUM
¢/ CORPORATION

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXIC0O88210
TELEPHONE (505) 748-1471

February 19, 1998

Mesa Operating Limited Partnership
P.O. Box 2009, 301 S. Polk CERTIFIED MAIL

Amarillo, TX 79189-2009 RETURN RECEIPT REQUESTED

RE: Fields APK State Com. #3

S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT
PEYTON YATES
EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON
SECRETARY

DENNIS G, KINSEY
TREASURER

Township 16 South, Range 35 East, NMPM

Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the

Morrow formation.

If you wish to participate, please execute and retumn the AFE along with you check to

cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest, accepting a
75% Net Revenue Interest lease before payout and at payout you would have the
option to convert your override to a 25% working interest proportionately reduced.

We will forward our Operating Agreement in the very near future.

Please call me at 505-748-4351 if you have any questions regarding this proposal.

Very truly yours,

YATES PETROLEUM CORPORATION

HNloorSHs5edize b

Robert Bullock
Landman

RB/jf
enclosure(s)
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US Postal Service
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O Express Mai
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7. Date of Delivery 20 FEB w

5. Received By: (Prinf Name)
ch ] )kuk
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and fos £ peid) ress (Only if requested

Tl A Sl

Thank you for using Return Recelpt Service.

PS Form 3811 Dacember 1994

R8/g f

1zses.97-80179  Domestic Return Recaipt



; ~AFENO. 97-343-0
1 AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
iy FETRULEUH NEW DRILLING & RECOMPLETION
/ CORPORATION
AFE Type: Well Objective: Weill Type: AFE STATUS:
105 SoUTH FOURTH STREET X |New Drilling X [oil Development Originat ,
ARTESIA, NEWMEXICO88210 Recompletion X [Gas X |Exploratory Revised .
TELEPHONE (505) 748-1471 Injector Final - :
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300°' FSL & 760' FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage B :
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000{ - . 365,000
920-140 Drilling Water, Fasline Rental 15,000] - - 15,000
920-150 Drilling Mud & Additives 32,0000 . - 32,000
820-160 Mud Logging Unit, Sample Bags 11,600 " 11,600
820-170 Cementing - Surface Casing 24,000} 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ‘ 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100}
920-490 Additionai LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
§20-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100] 807,700|
TANGIBLE EQUIPMENT COSTS:
830-010. Christmas Tree & Wellhead 2,000 26,000( -
930-020 Casing 11-3/4" @ 450' 7,600 7,600
‘ 8-5/8" @ 4650’ 56,500 - 56,500
5-1/2" @ 12,600’ 93,000] -
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc, 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100]. 405,500] :
TOTAL COSTS [ 657,200] 1,213,200|
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 AL SPRI NGER Approval
OWNER SHARE
L |
BY '
L |
BY
| J
BY
1 1 ]



MARTIN YATES, Iit

1912 - 1985

FRANK W. YATES

1936 - 1986

w \ e, S.P. YATES -
N A T E 5 CHAIRMAN OF THE BOARD

| FETROLELM g
CORPORABTION ExEcumvE Vics PRESIENT

RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY
. DENNIS G. KINSEY

ARTESIA, NEWMEXIC0O 88210 TReAsuRER
TELEPHONE (505) 748-1471

December 2, 1997

UMC Petroleum Corporation

410 17th Street, Suite 1400 CERTIFIED MAIL

Denver, Colorado 80202 RETURN RECEIPT REQUESTED
Attention: Laura B. Smith

RE: Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760° FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

Also enclosed is one (1) copy of the Operating Agreement with an extra signature
page. Please retum the signature page only.

Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,

YATES PETROLEUM CORPORATION

Ve

obert Bullock
Landman

RB/jf
enclosure(s)



Is your RETUBN ADDRESS completed on the reverse side?

7 351 £93 330

US Postal Service
Receipt for Certified Mail

No Insurance Coverage Provided.
Do not use for international Mail (See reverse)

Sentto .
IMC Petroleum Corporation
10 4 MStreet, Suite 1400
Ane_ntion' |l aura B Smith

Postage $

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

0
S | Retum Receipt Showing to
- | Whom & Date Delivered
5 | Retum Receipt Showing to Whom,
<C | Date, & Addressee’s Address
§ TOTAL Postage & Fees $
€2 | Postmark or Date
El\ A Lol APK \SHL
L a{ 3
g Com R3 /Y

SENDER:
uComplete itemsa-; and/or 2 Sor additional services. | also wish to recsive the
:gnqr:plae m ::':’a, a::d 4b. o - _ | following services (for an
eardmu. ress on reverse of this form so that we can retum this extrafse):
= Aftach this form to the front of the malipiece, or on the back if space does not 1. O Addressee's Address
«Write “Refum Receipt Requested” on the mailpi icle number.
«The Retumnf’!eoeip( wi’:eqshw to MOSm the m%?wmmﬁg ?he date 2. [ Restricted Delivery
delivered. Consutt postmaster for fee.
3. Article Addressed to: 4a. Article Number
— 2351 @93 330
UMC Petroleum Corporation - 4b. Service Type
410 17th Street, Suite 1400 gR"g's“"‘*’_ 12| Certiied
Denver, Colorado 80202 0 ;’:;:f Mail oMo 3 insurad
Attention: Laura B. Smith - ecsipt for Merchandise [ COD
. Date of D«ahveru£c n 5 I m
5. Recelved By: (Print Name) 8. ﬁrf:sgemress (Only if requested
s pai
6. Signaturez ) - FsLl AR AL
4h
X Com*+3 2B/l

PS Form 3811, Decémber 1994 - 1oeseser-8o17s Domestic Return Recdipt

Thank you for using Return Receipt Service.

SR O



RB

AFE NO. 97-343-0
‘ AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
’ FETRDLEUH NEW DRILLING & RECOMPLETION
EDRFDRHT ION
AFE Type: Waell Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X o Development Original
ARTESIA, NEWMEXICO88210 Recompletion X |Gas X |Exploratory || Revised
TELEPHONE (505) 748-1471 Injector || Final
LEASE NAME Fieldfr’K State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300" FSL & 760' FWL LOCATION Section 2-165-3SE
FIELD - HORIZON Morrow
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 1,200{ 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 "~ 11,600
920-170 Cementing - Surface Casing 24,000 24,000
820-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service ' -
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920410 Completion Unit - Swabbing 10,000
920420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion - 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
820-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100} 807,700)
TANGIBLE EQUIPMENT COSTS: ‘
930-010 Christmas Tree & Wellhead 2,000 26,000} -
930-020 Casing 11-3/4" @ 450’ 7,600 7,600
~ B-5/8" @ 4650 56,500 56,500
5-1/2" @ 12,600’ 93,0001
930-030 Tubing 27/8" @ 12400’ 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100| 405,500/ -
TOTAL COSTS I 657 206[ 1.213,200]
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 AL SPRINGER Approval
OWNER SHARE
L ‘ ' J
BY '
L J
BY
L |
BY
‘ 1 [ il




MARTIN YATES, 1l
1912 - 1985

FRANK W. YATES
1936 - 19686

y PETROLELUM
Y CORPORATION

105 SOUfH FOURTH STREET
ARTESIA, NEW MEXICO88210
TELEPHONE (505) 748-1471

December 10, 1997

Five States 1995-D, Ltd.

4925 Greenville Avenue #1220

Dallas, Texas 75206

Gentlemen;

CERTIFIED MAIL

S. P. YATES -
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT
. PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

RETURN RECEIPT REQUESTED

RE: Field APK State Com. #3

Township 16 South, Range 35 East, NMPM

Section 2: 3300’ FSL and 760’ FWL

Lea County, New Mexico

Please find enclosed our AFE proposing the drilling of the captioned well to test the

Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually

agreed upon terms.

We will forward our Operating Agreement in the very near future.

Please call me at 505-748-4351 if you have any questions regarding this proposal.

RB/Ijf
enclosure(s)

Very truly yours,

YATES PETROLEUM CORPORATION

WM

Robert Bullock
Landman



Z 351 k93 357

US Postal Service
Receipt for Certified Mail

No [nsurance Coverage Provided.
* Do not use for International Mail (See reverse)

Five States 1995-D, Ltd.
4928@réenville Avenue #1220

Baltens Toxasrtae0t ]

Postage $

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

é’ Retum Receipt Showing to
¥~ [Whom & Date Delivered
'S, | Retum Receipt Shawing to Whom,
<C| Date, & Addressee’s Address
o
S TOTAL Postage & Fees $
© Postmark or Date
£ AU SHTE
w
b Atz vy 4
SENDER;: ]
: 3"32.,":3'4;“,’:,31%’“"‘“““‘““““" | also wish to receive the
Complete : g ) . )
uPrint your name and address on the reverse of this form so that we can retum this feo):‘ll;):lf:g)se (foran :
card to you. . o
& Attach this form to the front of the mailpiece, or on the back if space does not 1. O Addressee’s Address .gi
uWrite*Aeturn R uested’ on the mail belo number. H
=it Roturm Rocait Hequested o the malpiecs balow e arice umber 2. 0] Restricted Delivery &3
delivared. Consult postmaster for fee. .§-:
3. Article Addressed to: & 4a. Article Number § ’
e @
- 2 361 93 357 £
Five States 1995-D, Ltd. o Seories Type g
4925 Greenville Avenue #1220 eg _ (4 Certified .
O Express Mail O Insured E:
Dallas, Texas 75206 3 Retum Rocsptfor w0 COD 5
7. Date of §_ 3
3
/S% 7 g
5. Received By: (Print Name) 8. Addrbssee s Address (Only if requested .
and fee is paid, E ‘

5. Signatiyre: (Addresges or Agend) Al /e{ &y < e
X 2> \Qh S Cnts 2/
ipt

PS Form 3811, December 1994 1025059780179 Domestic Return R

Is your RETURN ADDRESS completed on the reverse side?



S

AFE NO. 97-343-0
1 AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
f FETRDLEUM NEW DRILLING & RECOMPLETION
/ CORPORATION
. AFE Type: Weli Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X INew Drilling X |oil Development Original
ARTESIA, NEWMEXICQ88210 Recompletion X |Gas X |Exploratory Revised
TELEPHONE (505) 7481471 Injector Final
LEASE NAME Field APK State Com. #3 PROJD DEPTH 12,600
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760' FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage '
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000| . 365,000
920-140 Drilling Water, Fasline Rental 15,000] - - 15,000
920-150 Drilling Mud & Additives 32,000 - . 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 "~ 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
820-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion - 1,000
920-440 Cementing - Completion - ) Q
820-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100{"
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100] 807,700]
TANGIBLE EQUIPMENT COSTS:
830-010 Christmas Tree & Wellhead 2,000 26,000) -
930-020 Casing 11-3/4" @ 450’ 7,600 7,600
8-5/8" @ 4650 56,500 56,500
5-1/2" @ 12,600’ 93,000 .
930-030 Tubing 2 7/8" @ 12400° 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100{ 405,500] :
TOTAL COSTS ] 657,200] 1 213.200]
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 AL SPRINGER Approval
OWNER SHARE
L J
BY '
| |
BY
L |
BY




MARTIN YATES, Ili

1912 - 1985

FRANK W. YATES

1936 - 1986

S. P. YATES .
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT

., PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

. 105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEW MEXIC0O88210 TREASURER

- TELEPHONE (505) 748-1471

December 10, 1997

Five States 1995-B, Ltd.
4925 Greenville Avenue #1220 CERTIFIED MAIL
Dallas, Texas 75206 RETURN RECEIPT REQUESTED

RE: Field APK State Com. #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760° FWL
Lea County, New Mexico

Gentlemen:

Please find enclosed our AFE proposing the drilling of the captioned well to test the
Morrow formation.

If you wish to participate, please execute and return the AFE along with your check to
cover your share of the dry hole costs.

Should you not desire to participate, Yates would farm-in your interest on mutually
agreed upon terms.

We will forward our Operating Agreement in the very near future.

Please call me at 505-748-4351 if you have any questions regarding this proposal.
Very truly yours,
YATES PETROLEUM CORPORATION
Robert Bullock
Landman

RB/jf
enclosure(s)



Is your RETURN ADDRESS completed on the reverse side?

Z 351 bL93 354

US Postal Service

Receipt for Certified Mail

No Insurance Coverage Provided.

‘Do not use for International Mail (See reverse)

ent to

Ive States 1995.- B, Ltd,

e, St&H) P

PI25 Wreenville Avenue #1220

9/9)

Postage

$

Certified Fee

Special Defivery Fee

Restricted Delivery Fee

Retum Receipt Showing to
Whom & Date Delivered

Retum Receipt Showing to Whom,
Date, & Addressee's Address

TOTAL Postage & Fees

$

Pastmark or Date

dm#.g

i PS Form 3800, April 1995

Skl S2¢ STz

B8/

SENDER: -

s Complete items 1 and/or 2 for additional services.
aComplete items 3, 4a, and 4b.

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

card to yo

= Aftach lhls !orm to the front of the mailpiace, or on the back if space does not

permit.
sWrite "Retumn Receipt Requested” on the mailpiece below the article number.
sThe Retum Recsipt will show to whom the articie was delivered and the date

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

1. [J Addressee's Address

2. [0 Restricted Delivery

delivered. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number
— 235/ 093 350
. 4b. Service Type
Five States 1995-8, Ltd. o O Registered & Certified
4925 Greenville Avenue #122 O Express Mail 0O Insured

« Dallas, Texas 75206

[0 Retum Receipt for Merchandiss [J COD

7. Date;?hve

5. Received By: (Print Narne)

6. Sig! %{Add 5508 Oor Agent) \

okl

L2 #

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

,//
2

25/

PS Form 3811, December 1994

102595-97-8-0179

Domesnc Retum-

ceipt

Thank you for using Return Recelpt Service.



~AFENO.. 97-343-0
A AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
f BETROLELIM NEW DRILLING & RECOMPLETION
/ CORPORATION
- AFE Type: Well Objective:  Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oit Development Original
ARTESIA. NEWMEXICO 88210 Recompletion X |Gas X [Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760' FWL LOCATION Section 2-16S-35E
FIELD HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 . 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 - 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervisjon & Overhead 17,400 17,400
920-220 Contingency -
820-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
920-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000{
920420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion - ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100( "
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS | 591,100} 807,700|
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450" 7,600 7,600
8-5/8" @ 4650' 56,500 - 56,500
5-1/2" @ 12,600 ' 93,0001 .
930-030 Tubing =~ 2 7/8" @ 12400 35,000
930-040 Packer & Special Equipment 8,000
940-010 Pumping. Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Constructlon Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | | 66,100{ 405,500} -

TOTAL COSTS

[ ﬁ?.zoo! 1,213,200

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 AL SPRINGER Approval
OWNER SHARE
L J
BY '
L J
BY
L |
BY

-



S. P. YATES
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIOENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

g DENNIS G. KINSEY
N ARTESIA, NEW MEXICO88210 TREASURER

TELEPHONE (505) 748-1471

MARTIN YATES. Il
1912 - 1985

FRANK W. YATES
1936 - 1986

105 SOUTH FOURTH STREET

February 11, 1998

Ms. Marjorie Cone Kastman
P.O. Box 5930 CERTIFIED MAIL
Lubbock, Texas 79408 RETURN RECEIPT REQUESTED

RE: Field APK State Com #3

Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL

Lea County, New Mexico
Dear Ms. Kastman:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600’. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and return the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351,
Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
Ropert Bullock
Landman
RB/jf

enclosures



Is your BETURN ADDRESS completed on the reverse side?

US Postal Service
Receipt for

Insur
Do iernational Mail (See reverse)

7 351 &90 8bS

Certified Mail

ance Coverage Provided.

Do not use for In

Sem to

%”%%930

Kl

Postage s
Certified Fee

Spedial Delivery Fee

SeXasc

one Kastman

Restricted Delivery Fee

Retum Receipt Showing to
Whom & Date Delivered

Return Receipt Showing to Whom,
Dale, & Addressee's Address

YOTAL Postage & Fees | $

Postmark or Date

ps Form 3800, April 1995

Lo 73

R34

SENDER:

e ifemns 1 and/or 2 for additional services.

aComplete items 3, 4a, and 4b.

1 also wish to receive the
following services (for an

®Print your name and address on the reverse of this form so that we can retum this | gxtra fee):

card to yol

lAnadlmlsfonntothefrorlofthemmlpoece or on the back if space does not

rmit.

pe
aWrite "Ratum Receipt Requestsd” on the mailpiece below the article number.
sThe Retum Receipt will show to whom the article was delivered and the date

delivered.

1. O Addressee’s Address
2. 3 Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

Marjorie Cone Kastman
P.O. Box4032t 5930
Lubbock, Texas 9404

4a. Article Number

z. 351 093 393

4b. Service Type
O Registered O Certified
O Express Mait O Insured

[0 Retum Receipt for Merchandise 1 COD

77408 7. Date of Delivery

5. Received By: (Print Name)

- 6. Signature: (Addressee or Agent)

X

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

OEP AR SALT

(Lm "(-3 ?3/%

PS Form 3811, December 1994

Jo2ses-97-80170 Domestic Retum Receipt

Thank you for using Return Receipt Service.



is your RETURN ADDRESS completed on the reverse side?

SENDER: §
sComplete Refns 1 and/or 2 for additional services.
s Complete items 3, 4a, and 4b.

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

card to

you,
#Attach this form to the front of the mailpiece, or on the back if space does not

permit.
wWrite “Return Receipt Requested” on the mailpiece below the article number,
»The Retum Receipt will show to whom the article was delivered and the date

delivered.

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

1. O Addressee’s Address
2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

Ms. Marjorie Cone Kastman
P.O. Box 5930
Lubbock, Texas 79408

4a. Article Number

| 2 387 &Fo Fef
4b. Service Type

O Registered &2 Certified

J ress Mail O Insured
R&um Receipt for Merchandise [J COD

po) 7. rj of Delivery
- ’I!13 ~

5. Received By: (Print Name) Wy 8 essee’s Address (Only if requested
%‘;‘7 fee is paid)

Thank you for using Return Receipt Service.

Lt l. Ao S

6. Sig
X

PS Form 3811, December 1994

re:_(Addr gent) \\S_’ _
e S0t~ | dowt?s 7845
1250780179 Domestic Return Receipt



R S S. P. YATES
» I E 5 CHAIRMAN OF THE BOARD

MARTIN YATES, Ill 7 3 n JOHN A. YATES
1912 - 1985 N g FETR LEU PRESIDENT

FRANK W. YATES W / E u RF u R H T l n N . PEYTON YATES
1936 - 1986 "///‘/‘_f.“) . EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

105 SOUTH FOURTH STREET
DENNIS G. KINSEY
ARTESIA, NEWMEXIC0O88210 TREASURER
TELEPHONE (505) 748-1471

December 9, 1997

Ms. Marjorie Cone Kastman

c/o S.E. Cone, Jr.

P.O. Box 10321 CERTIFIED MAIL

Lubbock, Texas 79404 RETURN RECEIPT REQUESTED

RE: Fieid APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Dear Ms. Cone:

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. if you desire to participate,
please execute and retum the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1)
original to our office.

If you would like to visit regarding either of the above offers, please call me at 505-748-

4351.
Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION
RB/jf

enclosures



TR . AFENO. 97-343-0
/A - AUTHORITY FOR EXPENDITURE AFE DATE 11/28/97
y FETRDLEUH NEW DRILLING & RECOMPLETION
4/ CORPORATION
AFE Typa: Well Objective: Well Type: AFE STATUS:
105 S0UTH FOURTH STREET X |New Drilling X |oil Development Original
ARTESIA, NEWMEXICO88210 Recompletian X [Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea STATE New Mexico
LEGAL DESC. 3,300' FSL & 760' FWL LOCATION Section 2-16S-35E -
FIELD HORIZON Morrow
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 1,200 1,200]
920-110 Location, Right-of-Way 15,000 15,000
920-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental -15,000] - 15,000
920-150 Drilling Mud & Additives 32,000 . 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 -25,400]
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
920-220 Contingency -
920-230 Coring, Tools & Service
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
§20-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
920-430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ' 0
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
920-470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
§20-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
920-500 Contingency for Completion '
TOTAL INTANGIBLE DRILLING COSTS | 591,100/ 807,700]
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,0001 -
930-020 Casing 11-3/4" @ 450 7,600 7,600
8-5/8" @ 4650 56,500 - 56,500
5-1/12" @ 12,600' 93,000
830-030 Tubing 2 7/8" @ 12400 35,000
§30-040 Packer & Special Equipment 8,000
940-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | [ 66,100] 405,500/ -
TOTAL COSTS { 657,200] 1,213,200]
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 ABQVE.
Prepared Operations
8y AL SPRINGER Approval
OWNER SHARE
L j
BY '
L J
BY
L |
BY
: 1 C i




KASTMAN OIL COMPANY
MARJORIE CONE KASTMAN
P.O. Box m_MMMm-”JM”W Broadway
Lubbock, Texas 79408-5930

Bazy0-~-

YATES PETROLEUM CORP.
105 SOUTH FOURTH STREET
ARTESTA, NEW MEXICO 88210
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AFE NO. 97-343-0
AUTHORITY FOR EXPENDITURE AFE DATE 11/26/97
NEW DRILLING & RECOMPLETION
AFE Type: Waell Objective: Well Type: AFE STATUS:
105 SOUTH FOURTH STREET X |New Drilling X |oil Development Original
ARTESIA, NEWMEXICO88210 Recompletion | X|Gas X |Exploratory Revised
TELEPHONE (505) 748-1471 Injector Final
LEASE NAME Field APK State Com. #3 PROJ'D DEPTH 12,600’
COUNTY Lea 0f STATE New Mexico
LEGAL DESC. 3,300' FSL & 760" FWL LOCATION Section 2-16S-35E
FIELD ; HORIZON Morrow
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 1,200 1,200
920-110 Location, Right-of-Way 15,000 15,000
820-120 Drilling, Footage
920-130 Drilling, Daywork 41 days @ $7400/day + $40k mobilization 365,000 365,000
920-140 Drilling Water, Fasline Rental 15,000 15,000
920-150 Drilling Mud & Additives 32,000 32,000
920-160 Mud Logging Unit, Sample Bags 11,600 11,600
920-170 Cementing - Surface Casing 24,000 24,000
920-180 Drill Stem Testing, OHT 2DST's 10,000 10,000
920-190 Electric Logs & Tape Copies 25,400 25,400
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500
920-210 Supervision & Overhead 17,400 17,400
820-220 Contingency -
920-230 Coring, Tools & Service .
920-240 Bits, Tool & Supplies Purchase 50,000 50,000
820-350 Cementing - Production Casing 36,500
920-410 Completion Unit - Swabbing 10,000
920-420 Water for Completion 8,000
820430 Mud & Additives for Completion 1,000
920-440 Cementing - Completion ' of -
920-450 Elec. Logs, Testing, Etc. - Completion 35,000
920-460 Tools & Equip. Rental, Etc. - Completion 20,000
820470 Stimulation for Completion one zone test only 100,000
920-480 Supervision & O/H - Completion 3,100
920-490 Additional LOC Charges - Completion 1,200
920-510 Bits, Tools & Supplies - Completion 1,800
820-500 Contingency for Completion ‘
TOTAL INTANGIBLE DRILLING COSTS | §91,100] 807,700|
TANGIBLE EQUIPMENT COSTS:
930-010 Christmas Tree & Wellhead 2,000 26,000
930-020 Casing 11-3/4" @ 450' 7,600 7,600
8-5/8" @ 4650 56,500 56,500
5-1/2" @ 12,600 93,000
930-030 Tubing 27/8" @ 12400' 35,000
930-040 Packer & Special Equipment 8,000
840-010 Pumping Equipment including $20,000 for electricity 116,000
940-020 Storage Facilities 22,700
940-030 Separation Equip., Flowlines, Misc. 25,000
940-040 Trucking & Construction Costs 15,700
TOTAL TANGIBLE EQUIPMENT COSTS | 66,100] 405,500|
TOTAL COSTS | 657,200 1,213,200]

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

By AL SPRINGER

Operations
Approval

OWNER

SHARE




MARTIN YATES, il

1912 - 1985

FRANK W. YATES

1936 - 1986

S. P. YATES -
CHAIRMAN OF THE BOARD

JOHN A. YATES
PRESIDENT

PEYTON YATES
EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXIC0O88210 TREASURER

TELEPHONE (505) 748-1471

December 9, 1997

Ms. Marjorie Cone Kastman

c/o S.E. Cone, Jr.
P.O. Box 10321

CERTIFIED MAIL

Lubbock, Texas 79404 RETURN RECEIPT REQUESTED

Dear Ms. Cone:

RE: Field APK State Com #3
Township 16 South, Range 35 East, NMPM
Section 2: 3300’ FSL and 760’ FWL
Lea County, New Mexico

Yates Petroleum Corporation proposes the drilling of the captioned well to test the
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate,
please execute and retumn the AFE to our office, and | will forward our Operating
Agreement for your execution.

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and
Gas Lease. providina you a 1/4 royalty. Please execute, notarize and return one (1)

Z 351 693 343

US Postal Service

Receipt for Certified Mail

No Insurance Coverage Provided.

Do not use for international Mail (See reverse)

Sent to

fariorie Cone Kastman

| adile o I @ B

Postage

gt eone, Jr.

GEIe ) I
ubbock, Texas 79404

$

Certified Fee

Special Delivery Fee

Restricted Delivery Fee

Retum Receipt Showing to
Whom & Date Delivered

Retum Receipt Showing to Whom,
Date, & Addressee’s Address

TOTAL Postage & Fees | $

Postmark or Date

PS Form 3800, April 1995

\Fkol— AN S
o #*3 RB/F

it regarding either of the above offers, please call me at 505-748-

Very truly yours,

YATES PETROLEUM CORPORATION
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Producers §8 Rev.  Year Lease) 5-96 (One YEAR PAID UP LEASE) Rorm 345

. . - OIL AND GAS LEASE , . Hall-Poorbaugh Press, Inc.
Roswell, New Mexico
THIS AGREEMENT made this 9th day of pecember : 19.97 petween

Marjorie Cone Kastman, LESSOR; and YATES PETROLEUM- CORPORATION — 70%, YATES DRILLING
COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. - 10Z, all New

Mexico Corporations, LESSEE, - 4
Lessee, WITNESSETH:

1. Lessocin conslderationof ___ L& and 10/100 ‘ - : "~=Dollans
¢__10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee hereln coritained, hereby grants, leases and lets exclusively unto Lessee foc the *
purposs of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, lines and other structures
thereon and on, over and actoss lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said and housing its employees,
the following described land in Lea County, New Mexico - : Jto-wit:

Township 16 South, Range 35 East, NMPM
Section 2: SW/4SW/4 -

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operations and/or to the discovery, development or cessation at any time of
production of oil or gas and without further payments than the royalties berein provided, and notwithstanding anything else herein contained to the contrary, this lease shall be for a term of - 1 years
from this date (called “primary term™) and as long thereafter as oil or gas is produced from said land or land with which said land is pooled hereunder. .

3. The royalties to be paid by Lesses are: (g) on oil, <1 / & of that produced and saved from said land, the same to be delivered at the wells ot to the credit of Lessor into the pipe line to
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the market price therefor prevailing for the field whers produced on the dats of
purchase; (b) on gas, including casinghepd gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom,
the market value atthewellof . " 1 /¢ .. ,of the gas so sold or used, provided that on gas sold at the wells the royalty shalibe 1. /4 .-  of the amountrealized from such sale; while
there is a gas well on this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90) days after the date on which said well
is shut in and thereafter at annual intervals the sum of $1.00 per acre, andif such payment is made or tendered, this lease shall not terminate and it will be considered that gas is being produced from
this lease in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said
payment is due. Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor’s wells, for all operations hereunder, and the royalty oa oil and gas shall bs computed

after deducting any so used.

4. Lessee, atits option, is hereby givea the right and power to pool or combine the acreage covered by this lease, or any portion thereof as to oil and gas, or either of them, with other land, lease
ot leases in the immediats vicinity thereof to the extent, hereinafter stipulated, when in Lessee’s judgement it is necessary or advisable to do so in order propesly to exploce, or to develop and operats
said leased premises in compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or whea to do 50 would, a the judgment of Lassee, promots
the conservation of oil and gas in and under and that may be produced from said premises, Units pooled for oil hereunder shall not substantially exceed 40 acres each in ares, and units pooled for
gas hereunder shall not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or ¢t the creation
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations, Lessee under the provisions may pool or
combine acreage covered by this lease, or any portion thereof as above provided as to cil in any one or more strata and as to gas in any one or more strata. ‘The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into which the lease is pooled or combined as to any other stratum or strata, and oil units need not conform as to ares with
gas units, The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof into other units, Lesses shall file for record in the

records of the county in which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exerciss its
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land oc Jeases upon which
a well capsble of producing ofl or gas in paying quantities has theretofore been completed or upon which operatlons for the drilling of a well for cil oc gas have theretofore beea commenced.
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes a1l or a portion of the land covered by this leass regardless of whether such operations for
drilling were commenced oc such production was secured before or afier the execution of this instrument or the instrument designating the pooled uait, shall be considered as operstions foe drilling
on or production of of] and gas from 1and covered by this lease whéther or not the well or wells be located on the premises covered by this lease, and the eatirs acreage constitnting such unit or units,
23 to oll and gas, or either of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same were included in this Jease.
For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shell be entitled on production of ofl and gas, or either of them, from the
pooled unit, there shall be allocated to the land covered by this lease and included in said unit & pro rata portion of the oil and gas, or either of them, produced from the pooled unit after deducting
that used for operations on the pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by this lease and included in the pooled unit that
pro rata portion of the ofl and gas, or either of them, produced from the pooled unit which the number of surface acres covered by this lease and included in the pooled unit bears to the total number
of surface acres included in the pooled unit. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, oc either of them, 30 allocated to the land covered
by this lease and included in the unit just as though such production were from such land. The production from an oil well will be considered production from the lease or oil pooled unit from which
it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease of gas pooled unit from which it is producing and not
from an cil pooled unit. In addition to the foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land oc any part or formation or mineral substance
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New Mexico Oil Conservation
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oll or gas allocated to such land under
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and ‘This lease shall
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New 0il Conservation
" Commission, of other Iawful authority, and Lessee shall record in the county in which the leased premises are situated, an instrument describing such agreement or plan of operation and reflecting
the commitment thereto, and the same may be recorded either before or after the completion of wells.

5. If at the expiration of the primary term ofl or gas is not being produced on said land, or from land pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon,
or shall have completed a dry hole thereon within 60 days prior to the end of the primary terms, the lease shall remain in force so long as operations on said well or foe drilling or reworking of any
additional well are prosecisted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas is produced from said land, or from
land pooled therewith, If, after the expiration of the primary term of this lease and after oil of gas is produced from said land, or from land pooled therewith, the production thereof should cease from
mycaun.thi:lenuhllmmnﬁnmlﬂ.eueeeommmopetadonsfordﬂlﬂngqrmwoﬂdngwidﬁnwdnyuﬁenbece:sationofmchprodudign,lmshnnmmhhfuuudcﬂeamlon
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, so long thereafier as oil or gas is produced from said

. of from land pooled therewith, Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrumeat filed for record in the appeopriats records of
the county in which the leased are situated at any time after the completion of a dry hole or the cessation of production on said unit, In the event a well oc wells ol or gasin
plyingquandﬂulbouldbeuwghthonldjmmhndudwiminmnezofanddm!nlngthcluseptenﬂm.orhndpooled therewith, Lessee agrees to drll such well or wells as 2
reasonably prudent operator would drill under the same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release o releases covering any portion

“or portions of the sbove described premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations as to the acreage surrendered. )

6. Lesseeshaﬁhmdnd;htulnyﬂmeduﬂnzouﬂenhecxpiradonofuﬂslmetorenwveallpmpcnyandfixmresplaeedbyLesseeonsddhnd.includlngdndghthvae
all casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on said land

without Lessor's consent.

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division in ownership
of the land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in such ownership shall be binding oa Lesses until
thirty (30) days after Lesses shall have been fumished by registered U.S. mail at Lessee’s principal place of business with a certified copy of recorded instrument oc Instruments evidencing same,
In the event of assignment bereof in whole or in part liability for breach of any obligation hercunder shall rest exclusively upon the owner of this lease or of a portion thereof who commits such
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by all such parties

designating an agent to receive payment for all. .

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause & termination or revision of the estate created hereby nor be
grounds for cancellation hereof in whole or in part. In the event Lessor considers that operations are not at any time being conducted in compliance with this lease, Lessor shall notify Lessee in
wﬂdngofmefmuﬂeduponucomdmdnglbwhhuaof.mdwsee.ifindefauh.sballhavesixtydayufteneceiptofmchnoﬁceinwhlchmmmemﬂneompﬁmwiﬁdnobﬂpﬂom
fmposed by virtue of this instrument. After the discovery of oil or gas in paying quantities on said premises, Lessce shall develop the acreage retained hereunder as a reasonably prudent operator
but in discharging this obligation it shall in no event by required to drill more than one well per forty (40) acres of the area retained hercunder and capable of producing oil in paying quantitiesand -
ommllpammplmmmmmnotmml%ofmmofﬂwmumhedbemundamdupableofprodudnggaslnpaylngqundﬂa. .

9. Lenorberebywmnt:mdlmbdefmddaeﬁﬂetotddhndmdngxeesthnusseeniuopﬁonmydkchugeanymx.nmgageot‘othzlknnponu!dhnddthulnwhobprhpm
and in event Lesses does 50, it shall be subeogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without inipairment of Lessoe’s right
under the warranty in event of faflure of title, it is agreed that if Lessor owns an interest in the oil of gas on, in or under said land less than the entire foe simple estate, thea the royalties to be paid
Lessor shall be reduced proportionately. Should any one or more of the parties named as Lessors fail to execute this lease, Jt shall nevertheless be binding upoa the party or parties executing the .

same.
10. Should Lesses be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or m‘ oll or gas
therefrom by reason of scarcity of or inability to obtain or to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rule or of governmeatal

- authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and this lease
shall be extended while and 30 long as Lessee is preveated by any such cause from conducting drilling or reworking operations on or from producing oil or gas from the leased premises; and the
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. - .

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

Marjorie Cone Kastman

Lessor Lessor



INDIVIDUAL ACKNOWLEDGEMENT A

STATE OF NEW MEXICO,
County of . } 55.

This instrument was acknowledged before me this _

by —
My commission expires *
Notary Public
CORXORATION ACKNOWLEDGEMENT
STATE OF NEW MEXICO,
County of : _ }sg.
This instrument was acknbwledged before me this;
by | _ o ., N
on behalf of said corporation. '
My commission expires
' Notary Public
INDIVIDUAL ACKNOWLEDGEMENT
STATBOF: TEXAS: - - o
County of }iss'
‘This instrument was acknowlédged before me this
by Marjorie Coné Kastman g
My commission expires ; )
' Notary Public
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R S. P. YATES
I E 5 CHAIRMAN OF THE BOARD

MARTIN YATES, Ili

Y PETROLEUM JOH N eTES
e R ” CORPORATION BT,
. RANDY G. PATTERSON
105 SOUTH FOURTH STREET SECRETARY
DENNIS G. KINSEY
ARTESIA, NEWMEXICO88210 TREASURER
TELEPHONE (505) 748-1471
March 27, 1998
TO:  Working Interest Owners CERTIFIED MAIL
Return Receipt Requested
RE: Field APK St. Com. #3
Township 16 South. Range 35 East
Section 2: Lots 11, 12, 13, 14, SW/4
Lea County, New Mexico
Gentlemen:

Please find enclosed our Operating Agreement for the drilling of the captioned well.

There is a producing Wolfcamp well located on lot 12 therefore we could not pool those rights, from
surface to 11,000’ into the 320 acres for the drilling of the Field APK St. Com. #3 well. Exhibit “A” to
the Operating Agreement shows how we have handled this with a Shallow & Deep Unit.

Please note that we have provided a cost Allocation Formula on Page 14 A of the Operating Agreement
should this well not be completed in the Deep Unit between depths of 11,000™ to 12,375,

Please sign and return the extra signature page to the Operating Agreement, alone with the Authority for
Expenditure previously provided you and your check to cover your share of the dry hole costs.

Thank you.
Very truly yours,

YATES PETROLEUM CORPORATION

RoWert Bullock
Lahdman

RB/dc



Is your RETURN ADDRESS completed on the reverse side?

SENDER: e

= Complete items 1 and/or 2 for additional services.-. . | also wish 1o receive the
=Complete iterna 3, 4a, and 4b.

L following services (for an
-va....é:maoo:n-&3339.%&?8:.:8555253835.

card o vou bl extra fee):
ugmﬂ:r s form 1o the front of the mallpiecs, or on.the.back if space does not 1. O Addressese’s Address
pe e
aWrite “Return Receipt Requested” on the mailpiece bélow the article number. 2. [J Restricted Delivery
u?w muua Receipt will show to whom the article was delivered and the date
delivered. !

Consult postmaster for fee.
3. Article Addressed to: 4a. Articie Number

Roy G. Barton Jr., Trustec of B | Z- LM.%W 510 A 9 w

Barton, Sr. & O. Barton Revac  |4b. Service Type

Thank you for using Return Recelipt Service.

P.O. Box 978 O Registered 0 Certified
Hobbs, NM 88241 O Express Mail O Insured
3 Retum Receipt for Merchandise [0 COD
7. Date of Delivery AN ¥
5. Received By: (Print Name) 8. Addressee’s Address (Only if requested
\ /\L\ SAEL and fee is paid)’
6. Signatyre: (Addrgssee or Agent) . .

B N\ Field APKSHCom 3
l 5 i . . - >
PS Form 3811, December 1994 102505-97-8-0173 Domestic’'Return.Receaipt
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SENDER: ]
= Complete items 1 and/or 2 for additional services.
sComplete items 3, 4a, and 4b. :

-va2<o€:§E&n&gggago‘s_ugss&ioogigin

card to you.

-ggaga?gﬁgino?.ﬂgigagga

permit

= Write*Aetum Recelpt Aequested” on the mailpiéce below the article number,
aThe Retum Recelpt wilt show to whom the article was delivered and the date

delivered.

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

1. [J Addressee’s Address
2. [J Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to: -
Bristol Resources Corporation
6655 8. Lewis, Suite 200
Tulsa, OK 74136
Attn: Mr, Eq. Watts

4a. Articla Number

Z. 443 10 300
4b. Service Type
O Registered
J Express Mail [T Thsured
(J Retum Receipt for Merchandise [] COD
7. Date of Delivery

3 3/

g'‘Return R'eeelpt Service.

5. Received By: (Print Name)

<7

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

Thank you for usin

Is your RETURN ADDRESS completed on the reverse side?

6. Signature: (Addressee ow\\.@mac
X

Fre d APKSH. Comths

PS Form 3811, December 1968 &

tozse5-97-8-0179 - Domestic Return Receipt
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SENDER: .
= Complete items 1 and/or 2 for additional services.
wComplets items 3, 4a, and 4b.

| also wish to receive the
following services (for an

®=Print your name and address on the reverse af this form o that we canretumthis | gyira fee):

card 10 you.

wAttach 8::850.33&:6:&.!8928.305:-383333

permit.

= Write "Refurn Receipt Aequested” on the mailpiece below the article number,
®The Retum Recelpt will show to whom the article was delivered and the date

delivered.

1. O Addresses’s Address
2. OJ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

-

Heirs of Lucretiy E. Conlon

P.O. Box 10109
Huntsville, AL 3580,

4a. Article Number

Z 443 10 087

4b. Service Type

[ Registered

O Express Mail O Insured
D3 Retum Receipt for Merchandise [J COD

7. Date of Delivary

o

5. Received By: (Print Name)

Haeees Factt7 2E A

6. m_@:mEBmQ._nanwm.m or Agent)

X

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

Seld VK sHConHs

o~
3

w

£

e

[ ]

F

c

o

z

Q.

§
W ¢/0 Charles M. Fuchtmap
5

S
K]

PS Form 3811, December 1994
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Is your RETURN ADDRESS completed on the reverse side?

w-mh‘:w@momshas 1 and/or 2 for additional services. : 1 also wish to receive the
=Complete items 3, 4a, and 4b. following services (for an
-Hﬁ.«.oﬁ:»:ioan&go:ct333029..3::85258:..&:35- extra fee): u
(] .
-55%83850;2?32_208.Qo::lcnoraavnooaoouug 1. O Addressee's Address =
permit. -
mWrite "Refurn Receipt Requested” on the mailpiece below the article number. 2. [ Restricted Delivery .m
mThe Retum Receipt.will show 10 whom the article was delivered and the date F
delivered. . Consult postmaster for fee. =
3. Article Addressed to: 4a. Article Number M
A. L. Cone Partnership - £
P.O. Box 3457, Briercroft #12 a
Lubbock, TX 79452 2
®
3
K
3
2
5. ﬂWNm%u mﬁﬂi Name) . 8. Addrgsseb Address (Only if requested 3£
d fee Is paid) ]
6. Signagure: (Agdtesgee or Agant)
x%,. ~ §® Field poy st (m #3
PS Form 3811, Decerfiber 1994 12ses-978-0179  Domestic Return Receipt
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SENDER:

®Complete items 1 and/or 2 for additional sarvices.
[ ] ote items 3, 4a, and 4b,

| also wish to receive the

. following services (for an
-v:ﬂé:!souan&go:.:ogaoo.ggoosu._aoogica.z-
fo .

)
[ ]
o .
m card a«.u_-... oxtra fee): u
m L) form to the front of the mailpiece, or on the back if space does not 1. [J Addressee’s Address S
permit, .
= Write *Return Recsipt A, uestad* on the mailpiece below the article number, 2. [J Rest Delj :
m ®The Retum Receipt i__ooﬂoi.oi.os.:on:_no was delivered and the date estricted De very ..M
c  delivered. Consult postmaster for fee. a2
o
? 3. Article Addressed to: 4a. Article Number nmm
5 4443 10997 ¢
8 P.O. Box 10321 O Registered - i nnns :
Lubbock, TX 79404 O Express Mail (- Insured £
. RN
x 3 Retum Receipt for Merchandise O cob:~ 3
a 7. Date of Delivery v 2
5. Received By: (Print Name) 8. Addressee’s Address (Only if requested =
and fan is paid) .m
56 ,
g &3
e — —_—
LT n Receipt
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SENDER:
» Complete items 1 and/or 2 for additional services.

s Complete items 3, 4a, and 4b.
card o you.
permit.

aThe Retum Receipt will show to whom the article was
delivered.

-vaaégo!&n&Bo-o:So353..23-3::852:»3:3832»
-)38758338?.33&.3:E_%B.Qo::scn%aavoooaocuao.

aWrita*Retum Receipt Requested” on the mailplece below the article number.
delivered and the date

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

1. [ Addressee’s Address
2. [0 Restricted Delivery
Consuit postmaster for fee.

3. Article Addressed to:

Marjorie Cone Kastman
P.O. Box 5930
Lubbock, TX 79408

completed on the reverse side?

ey

“7) M?ﬂ,:f\m

e

A Sl

4a. Article Number

2 443 Q1o 293
4b. Service Type
{3 Registered
O Express Mail
[J Retum Receipt for Merchandise 1 COD
7. Date of Delivery

il Certified

or using Béturn Receipt Service.

.

5. Roceived By: (Print Name)

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

Thank you f

6. Signature: (Addressee of Agent)

X

e i BPK S (omFH 3

Is your RETURN ADDR

' Ps Form 3811, December 1994
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% SENDER: . .
T sComplete items 1 and/or 2 for additional services. I also wish to receive the
®  mComplete items 3, 4a, and 4b. following services (for an
2 -v&u .<oc_. name and address on the reverse of this form 30 that we can return this | gxtra fee): ,
e card to you,
m B Attach nw.cu form to the front of the mailpiece, or on the back if space does not 1. ] Addressee’s Address .ﬂw.
@  pemit.
o ™Wirite Asturn Receipt Requested” on the mailpiece below the article number. 2. [ Restricted Delivery %,
£ =The Retum Receipt will show to whom the article was delivered and the date -
£ delivered. Consult postmaster for fee. 2
3 3. Articie Addressed to: 4a. Article Number m,.
s Z 443 %0 303 %
E UMC Petroleum Corporation 4b. Service Type 2
S 410 17th Street, Suite 1400 |0 Registegpd . i
Denver, Colorado 80202 = mea.\E Malil £
[0 Retum Receipt for Merchandise 1 COD 2
o
7. Date of Deliv -
P0 AR 1958 3
5. Recelived By: (Print Name) 8, Addressee’s Address (Only if requested m
§ and fee is paid) m‘g. E
5 6. Signatgte: (Addressae or, ) Q . @R
S X . 1_@— M\ \..ﬁn
o - L —
B T wesesarsotr9  Domestic Return Receipt

PS Form 3811, Dacember 1934



card to you.
= Attach this fol
permit.

delivered.

SENDER:
aComplete items 1 and/or 2 for additional services.
nComplete items 3, 4a, and 4b.
=Print your name and address on the reverse of this form so that we can retum this

m 10 the front of the mailpiece, or on the back if space does not

uWrite “Aeturn Receipt Requested” on the mailpiece below the article number.
nThe Retum Receipt will show to whom the article was delivered and the date

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

1. OJ Addressee’s Address
2. O Restricted Delivery
Consult postmaster for fes.

3. Article Addressed to:

911
San

Mark L. Shidler, Inc. i

Houston, Texas 77002

¢/

Walker, Suite 565
Jacinto Building

4a, Article Number

4b. Service Type
0 Registered

[ Express Mail
103 Retum Receipt for Merchandise [J COD

/ O

7. Date of Delivery

g- 30

Is your RETURN ADDRESS completed on the reverse side?

5. Received By: (Print Name,
WL S &,
6. Signatupe: (Ad Agent)
mlzm \_,\.\M\mm r Agen

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

Fie m\ A ﬁxm‘*.g tv.w _

Thank you for using Return Receipt Service.

PS Form 3811, December 1994

Jozses-97-8.0179 Domestic Return Receipt
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Is your RETURN ADDRESS completed on the reverse side?

SENDER:

»Complets items 1 and/or 2 for additional services.
aCompiete items 3, 4a, and 4b.

-v;ié:!so!&%o:?%&;gsgioogigiu

card 10 you.

®Attach this form 1o the front of the mallpiece, or on the back if space does not

permit.

sWiite"Rseturn Receipt Requested” on the maliipiece below the article number.
aThe Retum Receipt will show to whom the article was deliverad and the date

delivered.

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

1. O] Addressee’s Address
2. O Restricted Delivery

Consult postmaster for fee.

3. Article Addressed to:

Ameristate Oil & Gas, Inc.
Ameristate Exploration L.L.C.
1211 W. Texas

Midland, TX 79701

4a. Article Number

Z 443 Qo 30
4b. Service Type
[J Registered
[J Express Mail
O Retum Receipt for Merchandise [] COD
7. Date of 0&53‘

%07y

5. Received By: (Print Name)
VAN

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

Thenk you for using Return Recelpt Service.

6. Sign A”?QQB& @ pr Agent)

X |} L0k

4

PS Form 3811, Ogcember 1994
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SENDER: B - I also wish to receive the

Thank you for using Heturn Receipt Service.

o~
[
O =Complete items 1 and/or 2 for additional services.
] uoe:no.u items 3, 4a, na 4b. following services (for an

m -Mui&_«.oﬁgsau&ggaiiiia;gssziogigio extra fee):

-4 -E-S.%.Fs:io?..oagssa-_io&.28?82:8-888:9 1. [0 Addressee’s Address
m = Writa *Return Recelpt Requested” on the mailplece below the articla number. 2. D Restricted Dalivery
£ =The Retum Receipt will show to whom the article was delivered and the date

c  Gelivered. : Consult postmaster for fee.
.m 3. Aricle Addressed to; %a. Arlicle Nurmber

2 Marilyn Cone Trustee E w 10 23 o

E DC Cone Trust 4b. Service .qwﬁo

. Registere
o P.O. Box 64244 B b
Lubbock, TX 79464 E) Express Mai
0 Retum Receipt for Marche
o 7. Date of Delivery o \ A
Z <\ e
5. ﬁ(mu By: (Print Name) | 8. Addressee’s Add i
. and fee is paid,

e mﬁk \Eﬁ&\%\ mﬁ\i\ »\h&» paid) V1S

% 6. Signatyre: (Addresses or Agent, § ? ﬁ mQ_. ﬁ

3 t

] » ’ o3

B mand- bl Frold APH

= s Fom 3811, December 1994 10250s-97-8-0179  Domestic Return Receipt
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SENDER:
»Complete ltems 1 and/or 2 for additional services. . | also wish to recsive the
= Compilete items 3, 4a, and 4b. following services (for an
-v;ﬁ%oﬁ:!:.!&a&-ﬂogsoaiaoziog-o:ﬁiogicaio extra fee): .
card 1o you.
-ﬁ.«.ﬂagsn‘aﬂso‘?s&_?.oqutcnn,:ounooaoouao. 1. O Addressee's Address .m
permit.
wWrite “Retum Receipt Requested” on the mailplece below the article number. 2. O Restricted Delivery 53
aThe Retum Receipt will show to whom the e was delivered and the date -
delivered. Consult postmaster for fee. S
3. Article Addressed to: 4a. Article Number .m
| Z 443 R0 39 ¢
4b. Service Type 2

John E, MWJ_W, ir.
Suite’8 One Marienfeld Place L) Registered

] Express Mail O Insured
Midla
nd, TX 79701 O Retum Receipt for Merchandise [1 COD

S

s

7. Date.qof Delivery <

Sl ?ﬁw S50 -9

i 3:/ atne) \ 8. >aa6mmoom>&3mw (Only if requested &

~ f and fea is paid) ..m
mm mMWwE_d in%wmmmm or %Q

i Fiedd ARY 5. (o #3

PS Form 3811, December 1994 102s95-97-8-0179 Domestic Return Receipt
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SENDER:
aComplete items 1 and/or 2 for additional services.

-ooau.o.osb:tu.s.!a#.
-v:;égi-%oaﬁo333.02&3::8525053:3.2,

card to
-Evﬁ_.«ﬂr,o::Sct-aao;S:E_looo.oqgstg:%%:Q

permit.
uWrite’Retum Recelpt m.ai&.o:siaﬁ_iooo below the article number.
-dimssmili-g.ogst-anoiﬂgﬁaﬂaig

delivered.

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

1. [ Addressee’s Address
2. [0 Restricted Delivery

Consuit postmaster for fee.

4a. Article Number

3. Article Addressed to: i
_ S 1y 10 391

Clifford Cone

P.0O. Box 1629

Lovington, NM 88260 O
A O

,W.waa

4b. Service Type

R qrn
\.u—.o .

Ay
2

_xﬁ, fof Merchandise [0 COD

ang

x/ww? of Delivery

®
[
8
>
e
©
]
c
o
i
5

el X4 m_u_

5. Received By: (Print Name) 8. Address

W WM&.,BP

Fre [d AR SF Con3

vl
ee's Address (Only if requested
is pald)”
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SENDER:
Complete ltems 1 and/or 2 for additional services.

[
s Complete items 3, 4a, and 4b. ]
-vi;%ﬂ:!t!&o&io-g&oaiawo;_rg852:.8:3.5:5_.

card to
-E.wﬂrgsp.tgaaiaa_%.ﬁgztg:gg:ﬂ

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

1. O Addressee’s Address

Is your RETURN ADDRESS completed on the reverse side?

o

ST
PR
A LT

lﬂ&.i&E: Receipt Requested” on the mailpiece below the article number. 2. [ Restricted Delivery .m
-?-r!::..m-oo__si__g.oisastgﬁoi-aofoiz&?aao 'y
delivered. Consult postmaster for fee. =
3. Article Addressed to: | 4a- Article Number M i
i )
Kenneth G. Cone - %&%ﬂﬂ& 310 ADD.O .m.. _
P.O. : . . g !
ZO Box 11310 3 Registered Xl Certified 2
idland, TX 79702 [ Insured £ .
g
erchandiss [1 COD ol
o 4
3
. (<}
>|
5. Raceived By: (Print Nama) Only if requested € !
g
6. m.o:mEﬁN«\\,QQﬁWmm or Agent) _
CX S Dl & Com 3
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30_83: and/or 2 for additional services. .
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| also wish to receive the
following services (for an
extra fee):

" 1. [ Addressee’s Address
2. 01 Restricted Delivery
Consuit] voan:m&oq for fee.

>_.._o_o >aa3$oa to:

__ Los Angeles, CA 90067

4a. Article Number

ﬂ»ﬁo:s% C 2.
180'%" e Stars, Suite ﬁ,@ 4b. Service Type -

O Registered
O Express Mail

{3 Insured
[ Return Receipt for Merchandise [J COD

m mmoo?oa By: (Print Name)

7. Date om Delivery W ﬁ

.ﬂ
m
@
5
-8
2
5 6
2
B -

_me ALK SE. OQS

8. Addressee’s Address (Only if requested
and fee Is pald)

,Then!s,ycyiew,sm_s,ﬂs@m.&@glbs,

+
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i
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Is your RETURN ADDRESS completed on the reverse side?
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SENDER: | also wish to recelve the

uCompleta items 1 and/or 2 for additional services.
eComplete items 3, 4a, and 4b.

card 10 you.

mAttach
permit.

delivered.

uPrint your name and address on the reverse of this form so that we can retum this | gyirg foe):
form to the front of the mallpiece, or on the back if space does not

nWirite *Retum Receipt Requested” on the mailpiece below the article number.
aThe Retum Receipt will show to whom the articie was delivered and the date

following servicas (for an

1. [ Addressee’s Address
2, [J Restricted Delivery
Consult postmaster for fes.

3. Article Addressed to:

Marilyn Cone Trustee for
D.C. Cone Trust
P.O. Box 64244

"~ Lubbock, TX 79464

4a. Article Number

2. 443 %10 29

4b. Service Type .
10J Registered

5. Regsived By: (Print Name)

1AMy a [y ol

6. Signature; (Addressee or Agent)

X L) A

Feld ?0)&09)(%!&!

PS Forrii 3811, December 1994

T02505-97.80179  Domestic Return Receipt
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completed on the reverse side?
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SENDER:

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

uComplete items 3, 4a, and 4b.

mPrint your name and address on the revarse of this form so that we can retumn this
card to you.

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

s Write"Retumn Receipt Requested” on the mailpiece below the article number.

uThe Retum Raceipt will show to whom the article was delivered and the date

delivered.

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

1. [0 Addressee’s Address
2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to: . 4a. Article Nu
Fuel Products, Inc.

2443 310 A9

mber

vO Box 3098 " [ab. Service Type
Midland, TX 79702 g moo_m»mqoa
O Express Malil O Insured
- O Retum Recsipt for Merchandise 3 COD

! 7. Date of Delivery

- 3055

5. Received By: (Print Name)

T Sy Senl [Field A

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

P 5+ Com¥3

102595-97-B-0179

Domestic Return Receipt

Thank you for using'Return Receipt Service.



Q
]
2
=
o S 3
o =_38
QEZ
0O w=<ta q
- B985 | 8
0 O 5% g 4
oge Hzi
amwrv.m mlubu,
U‘.M.mnwﬂ B%mkw
- 3 @ QO ) .
StC..l - Al
- Qs e Q
e 8 8l Q
N 30352 SbAM
OcsowO\x.
D.eh.nml. b4
0P ool i
SLza

i
» 1@ ”
e
g .mmm& £
W wwmwm o3 @
W 9 Q w o |5
=1 z1s2 mwo .
gl 218 .mm..m % |5 i
ol s a M R&Rm % 1E b
ol @ w 2 |E € m-uyum E :
gl el gl 8|82|188| i
gisl &) 25|88l B s
566+ udv ‘008€ Wwiod Sd

% SENDER:
z

sComplete items 1 and/or 2 for ma%_o:a services,
=Complete items 3, 4a, and 4b.

card to you.

delivered.

foliowing services (for an
= Print your name and address on the reverse of this form so that we can return this
-3832-3_.3646:3. of the maiipiece, or on the back if space does not

-<$=o “Return Recsipt Requested” on the mailpiece below the article number.
sThe Retum Receipt will show to whom the article was delivered and the date

| also wish to receive the

extra fee):
1. [J Addressee’s Address
2. [J Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:
Flo Scott Brown

8610 Miami Ave.
Midland, TX 79423

Fron B rotop

1z 443 8lo 283
4b. Service Type

4a. Article Number

{0 Registered )
3 Express Malil 0O Insured

[ Retum Receipt for Merchandise [] GOD
7. Date of Om_.<2<

33055

5. Received By: (Print Name)

8. Addressee's Address (O

Sa:m&
and fee is pald)

Is your W completed on the reverse 8

m_@_ism\wmM &N\Q\R\P\&

Thank you for using Return Receipt Service.
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SENDER:

s Complste items 1 and/or 2 for additional services.
»Complete items 3, 4a, and 4b.

card to you.

permit.

delivered.

\

»Print your name and address on the reverse of this form so that we can retumthis | gxira foe):
= Attach this form to the front of the mallpisce, or on the back if space does not

= Write *Retum Receipt Requested” on the malipiece below the article number.
»The Retum Receipt will show to whom the article was delivered and the date

| also wish to receive the
following services (for an

1. [0 Addressee’s Address
2. [ Rastricted Dslivery
Consult postmaster for fee.

3. Article Addressed to:

Heirs of Tomn W. Schnaubert
c/o Mary Invinsey

4404 Odessa Ave.

‘orth, TX 76117

AR, ]

>
-y b

4a. Article Number

4b. Service Type B
[ Registered
O Express Mall
. Retum Recelpt for Merchandise [3 COD

7. Date of Uﬂ__um.m\ W /\@M\

ed By: (Print

6. Signature: (Addressee or Agent)

X

ts your RETURN ADDRESS completed on the reverse side?

[ »s.k&w\ﬂ\.,\

8. Addressee's Address (Only if réquested

%m is paid)
Fie ld APK & Con¥3

PS Form 3811, December 1994

Joesss9780179  Domestic Return Receipt

cow s e

Thank you for using Returm Reegipt Service.
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Is your RETURN ADDRESS completed on the reverse side?

SENDER:
=Complete items 1 and/or 2 for additional services. | also wish to receive the
s Complete items 3, 4a, and 4b. - following services (for an

-1;32:235:&32850gaoaiognogiogis.:iu extra fee):
card 10 you.
® Attach this form to the front of the mailpiece, or on the back if space does not 1. [0 Addressee’s Address

m

permit.

uWrite*Aetum Receipt Requested* on the malipiece below the article number. 2. O Restricted Delivery

sThe Retum Receipt will show to whom the article was delivered and the date P

delivered. Consult postmaster for fee. .m
[
:

3. Article Addressed to: 4a. Article Number

z Y43 B1008)

v ¥ .
r»é:% mn.zéa Trustee 2b. Sorvice Type
Joan Garrison Trust O Registered

5221 Ira | 30 Express Mail
) Ft. Worth, TX 76117 10 Retum Recaipt for Merchandise [J COD

£

[~]

a2

7. Dats of Delivery 21
| 209 %

H

E

5. Received By: (Print Name) , 8. Addressee’s Address (Only if requested
: and fee is paid)

Fie d APKSCom ¥

102595-97-8-0179  Domestic Return Receipt
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is your RETURN ADDRESS completed on the reverse side?

4915-D 94(h Strect
Lubbock, TX 79424

SENDER:
= Complete items 1 and/or 2 for additional services, | also wish to receive the
: @Complete items 3, #2. and 4b, ; following services (for an
-v:u. .<o£ name an:  idress on the reverse of this form so that we can retum this | gxira fee):
card to you. ) ‘L
=Attach .Wm_ formtot  front of the mallpiecs, or on the back If space does not 1. OO Addressee’s Address
permit. .
wWirite "Asturn Aecei)  1equested” on the mail iece below the article number. .
wThe Retum Receipt ;_auﬂoi to whom the o;ﬂ.a was delivered and the date 2. O Restricted Delivery
delivered. ’ Consult postmaster for fes.
3. Article Addressed to: 4a. Article Number
Constance Cobb Keen ILL Sarvice Type m m

O Registered Xl Certified
O Express Malil () Insured,
O Retum Receipt for Merchandise [J COD

7. U&(oWUmeQN \QW

5. Received By: (Print Name)

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

6. ma_wwwcs“ (Addressee or Agant)
Ol lir . A

Freld #0K o (on 73

PS Form 3811, December 1994

1025959780179 Domestic Return Receipt
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Is your BETUBN ADDRESS completed on the reverse side?

Z 443 410 500

RS 193 R S IAT R R S N P AP - ity

SENDER: .
nComplete items 1 and/or 2 for additional services. I also wish to receive the
wComplete items 3, 4a, and 4b. following services (for an

®Print your name and address on the roverse of this form 3o that we can retum this | gxtra fee):

card to
-gog-%-caaq:o?ogi?g_vﬁoa of on the back if space does not 1. O Addressee’s Address
nWrite "Retumn Receipt Requested” on the mailpiece below the article number. 2. O Restricted Delivery
aThe Retum Receipt wilt show to whom the article was delivered and the date :

delivered. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number

Amaird DX Co Lk |2 443 310 Goo
H)S 10- Wl B (G g

(<</. .Lf _ lq O Express Mail D Insured
\ J

O Retum Receipt for Merchandise [0 COD
o, a ol 7. Date of Delivery

g -Sefy

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

X s e | Fio M S o P

PS Form3811, December 1994 102805.07-8-0179  Domestic Return Receipt

5. Received By: (Print Name)
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Thank you for using Return Receipt Service.



FedEx. usa 4irbil

we H42HH50991G

Sender’s nom<
141997 +

= From (please print)

Date 4-1-98 ___ Sender's FedEx Account N

1205-7980-0

Sender's

Name RoObert Bullock

Phone 505 | T748—1471

Oept/Floor/Suite/Room

companyYATES PETROLEUM CORP/OFFICE

>a9mmm.—.°m M A—..—.I M.ﬂ

cy ARTESIA

State 23 Zip 882 ..—.o

Your Interna) Billing Reference Information
{Optional) {First 24 characters will appear on invoice)

m To (please print)

Recipient's .
Name Ann MgConville

 phone! 214 ) 363-3008

Dept/Floar/Suite/Room

compay_ F'ive States 1995-B,D, Ltd.

Address_ 4925 Greenville, Ave #1220

{To "HOLD" at FedEx focation, print FedEx address here) {We Cannot Deliver to P0. Boxes or P0. Zip Codes)

City Dallas

swte TX zp_75206

mo_‘ HOLD at FedEx Location check _53
Hold Weekday rday iNot avails
.w-uu.mn First Overnight)

ard Qvarnight)

Sarvice Conditions, Declared Value, and Limit of Liability - By using this Airbill,
you agree to the service conditions in our current Service Guide or U.S.
Government Service Guide. Both are available on request SEE BACK OF
SENDER'S COPY OF THIS AIRBILL FOR INFORMATION AND ADDITIONAL TERMS.
We will not be responsible for any claim in excess of n_8 R: En_sa- 2:5:2
the result of loss, damage, or delay, delivery, m

unless you declare a higher value, pay an additional charge, ea document your

Questions?
Call 1-800-Go FedEx (1-800-463-3339)

iocations)
with FedEx First Ovemight or

For mmaaﬁ Delivery check here

actual loss in a imely manner. Your right to recover from us for any loss includes intrinsic
value of the package, loss of sales, interest, profit, attorney's fees, costs, and other forms
of demage, whether direct, incidantal, consequential, or special, and is limited to the
greater of $100 or the declared value but cannat exceed actual documented loss. The
maximum declared value for any FedEx Letter and FedEx Pak is $500. Federal Express
may, upon your request, and with some limitations, refund all transportation charges paid.
See the FedEx Service Guide for further details.

E Express Package Service Packagesunder1501bs. "5 teer maoms sons

m FedEx Priority Overnight D FedEx Standard Qvernight D FedEx 2Day*

{Next business marming} (Next buginass aftarncon) {Setond business day}

0]

NEW FedEx First o<m5_m .ﬂ.a. :a...:?_. ot available.
inumum Charge:
:_s:-w.ﬁﬂ n,__.w___u: morning delvary to selact locations) One pound T._.m_ Wy rate
amxuqomw Freight Service Packages over 150 lbs. R A s

mamxo Em: mwmx mm:.
et S Y i L I ey
for any distance) service for any distance) bazed upon distance,

{Call tor delivery schedule. See back for detailed descriptions of freight products.)

m Packaging D FedEx Tlh_ FedEx FedEx FadEx Other

— n.m.ﬂwmw-_eo limit mmhm_ln.\_ Box Tube vXn

a Special _._mE___:a

S:l IE»S A
Does this ship g goods? _H_ Yes Swemes | D Yes ﬁ
Dryl .
] Gy ce , UN 18451 9. 904 gD Cargo Aircraft Only

{Dangerous Goods Shipper's Decia ....aa Not TRGUIr &

53:_2:

Bili Sender D Reci D Cashv/
pient Third Party Credit Card
; {Account no, if
tor section t m”_.“ﬁnn-.u..  — (Enter FedEx account no. or Cradit Card no. below) — Check

FedEx
Account No.,

Credit
Card No.

Total Packages Total Weight Total Daclared Value'
$

m Release mmm_._nn:_i Sign to authorize delivery without obtaining signature.

ignature -S:E:om m.a.:-_ Express to no_zz this m:.u.

Your
ment without ob g a and agrees 10 i

and hold harmless Federal mxu:u« from any resutting n_..az, m-ﬂm
Rev. Date 6/96

The World On Time
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ARTIGLE XVI.
MISCELLANEOUS

-

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

This instrument may be executed in any num

an original for all purposes.

ber of counterparts, each of which shall be cq'nsidereﬂ

IN WITNESS WHEREOF, this agreement shall be effective as of \\. day of

9.

OPERATOR

By:

YATES PETROLEUM CORPORATION

NON-OPERATORS

YATES DRILLING COMPANY

By:

MYCO INDUSTRIES, INC.

By:

ROY. G. BARTON JR. TRUSTEE OF R.G. BARTON,.

SR. & O. BARTON REVOCABLE TRUST

By:

BRISTOL RESOURCES CORPORATION

By:

A.L. CONE PARTNERSHIP

By:

AMERISTATE OIL & GAS, INC.
AMERISTATE EXPLORATION L.L.C.

By:

S.E. CONE, JR.

MARJORIE CONE KASTMAN

KENNETH G. CONE

ABO PETROLEUM CORPORATION

By:

UMC PETROLEUM CORPORATION

By:

MARK L. SHIDLER, INC.

By:

FIVE STATES 1995 - B, LTD.
FIVE STATES 1995 - D, LTD.

By:

FUEL PRODUCTS, INC.

By:

MARILYN CONE TRUSTEE FOR
D.C. CONE TRUST

By:

KATHERINE CONE KECK

CLIFFORD CONE

JOHN F. HERBIG, JR.



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND UMC
PETROLEUM CORPORATION, ET AL, “NON-OPERATORS”.

NON-OPERATORS

AMERIND OIL COMPANY LTD. HEIRS OF TOM W. SCHNAUBERT

By: By:

HEIRS OF LUCRETIA E. CONLON

By:

FLO SCOTT BROWN DAN FIELD

CONSTANCE COBB KEEN JOAN GARRISON TRUST



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND UMC
PETROLEUM CORPORATION, ET AL, “NON-OPERATORS”.

STATE OF NEW MEXICO )

:§
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this day of , 1998 by
, for YATES PETROLEUM
CORPORATION, a New Mexico corporation, on behalf of said corporation.
My commission expires:
Notary Public
STATE OF NEW MEXICO )
'§
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this day of \

1998, by Peyton Yates, Attorney-in-Fact for Yates Drilling Company, John Yates, Jr., Attorney-in-Fact for Abo
Petroleum Corporation and Frank Yates, Jr., Attorney-in-Fact for Myco Industries, Inc., all New Mexico
corporations, on behalf of said corporation.

My commission expires:
Notary Public
STATE OF )
:§
COUNT OF )
The foregoing instrument was acknowledged before me this day of
, 1998 by . ,
for ,a corporation, on behalf of
said corporation.
My commission expires:
Notary Public
STATE OF | )
'§
COUNT OF )
The foregoing instrument was acknowledged before me this day of
, 1998 by
My commission expires:
Notary Public
STATE OF )
‘§
COUNT OF ))
The foregoing instrument was acknowledged before me this day of ‘
, 1998 by

My commission expires:

Notary Public




OPERATING AGREEMENT

DATED

November 26 , 1997 ,

OPERATOR Yates Petroleum Corporation

CONTRACT AREFA Township 16 South, Range 35 East, NMPM

Section 2: Lots 11, 12, 13, 14, SW/4

COUNTY OR PHRISKK OF Lea STATE OF _New Mexico

COPYRIGHT 1977 _ ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM LANDMEN
APPROVED FORM. A.AP.L NO. 610 - 1977 REVISED
MAY BE ORDERED DIRECTLY FROM THE PUBLISHER
KRAFTBILT PRODUCTS, BOX 800, TULSA 74101



: ALAP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

Article

I
II.
IIL

IV.

VI

VII.

VIIL

IX.

XI.
XIIL

XIIL.
XIV.

XV.
XVIL

DEFINITIONS ... emeemeetoeoeeeteseaseeseeseieeaniaseieeees
EXHIBITS

INTERESTS OF PARTIES . e
A.
B.

TITLES
A. TITLE EXAMINATION
B.

OPERATOR
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR ...

C.
D.

DRILLING AND DEVELOPMENT
A.
B.

®moa

EXPENDITURES AND LIABILITY OF PARTIES
A.
B.
C.
D.

QH®

H. INSURANCE _
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

HEOOW >

 SUBSEQUENTLY CREATED INTEREST

TABLE OF CONTENTS

OIL AND GAS INTERESTS ... -
INTEREST OF PARTIES IN COSTS AND PRODUCTION ...

LOSS OF TITLE

1. Failure of Title

2, Loss by Non-Payment or Erroneous Payment of Amount Due

3. Other Losses

1. Resignation or Removal of Operator
2. Selection of Successor Operator

EMPLOYEES

DRILLING CONTRACTS

INITIAL WELL

SUBSEQUENT OPERATIONS
1. Proposed Operations e e

2. Operations by Less than All Parties
RIGHT TO TAKE PRODUCTION IN KIND

ACCESS TO CONTRACT AREA AND INFORMATION ..

ABANDONMENT OF WELLS

1. Abandonment of Dry Holes

2. Abandonment of Wells that have Produced

LIABILITY OF PARTIES

LIENS AND PAYMENT DEFAULTS
PAYMENTS AND ACCOUNTING

LIMITATION OF EXPENDITURES

1. Drill or Deepen

2. Rework or Plug Back

3. Other Operations

ROYALTIES, OVERRIDING ROYALTIES AND OTHER PAYMENTS

RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES
TAXES

SURRENDER OF LEASES

RENEWAL OR EXTENSION OF LEASES

ACREAGE OR CASH CONTRIBUTION

MAINTENANCE OF UNIFORM INTEREST

WAIVER OF RIGHT TO PARTITION

Page

—

L R I R S N R O O
w

[}
3 >

© O W O O© O X ™ T)x)qqogmmm»h»»h
]
[+-]

b~

°°¢'D
—
o

—
o

10-11
11
11
11-12

INTERNAL REVENUE CODE ELECTION
CLAIMS AND LAWSUITS
FORCE MAJEURE
NOTICES

TERM OF AGREEMENT

COMPLIANCE WITH LAWS AND REGULATIONS .
A.
B.

OTHER PROVISIONS ..
MISCELLANEOUS

LAWS, REGULATIONS AND ORDERS
GOVERNING LAW ...

i




' A.AAP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

© 00 I G WD

WO S W B R R D e B B B DD L0 W D O O O W W O B
N.-a‘pcoooqoacn.;swN»-ococoqoac.nuxcom»—-omgggggggggg;:g;:a‘s:g

33
54
55
56
87
58
59
60
61
62
63
64

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between YATES PETROLEUM CORPORATION, a
New Mexico corporatlon, 105 s. 4th st., Artesia, N.M. hereinafter designated and

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

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and 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 I
DEFINITIONS

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

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

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

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

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

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

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

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

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

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

ARTICLE II1.
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 Facxhtles

MMHXRXEO
MEYOW

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

A. Oil and Gas Interests:

If any party owns an unleased oil and gas interest in the Contract Area, that interest shall be
treated for the purpose of this agreement and during the term hereof as if it were a leased interest
under the form of oil and gas lease attached as Exhibit “B”. As to such interest, the owner shall re-
ceive royalty on production as prescribed in the form of oil and gas lease attached 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”. All produc-
tion of oil and gas from the Contract Area, subject to the payment of lessor’s royalties whieh—will—be
borme—iry—tire—doint—rreeconunt, 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 be made on the leases
and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
The opinion will include the ownership of the working interest, minerals, royalty, overriding royalty
and production payments under the applicable leases. At the time a well is proposed, each party con-
tributing leases and/or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examination of title, shall be obtained
by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneys.
Copies of all title opinions shall be furnished to each party hereto. The cost incurred by Operator in
this title program shall be borne as follows:

preliminary, supplemental, shut -in gas royalty opinions and divisicuarder=tItIE Opinions) shall be a

part of the administrative ausrheed-»=provided in Exhibit “C,” and shall not be a direct charge, whether
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(@ Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys
for title examination (including preliminary, supplemental, shut-in gas royalty opinions and division
order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.
Operator shall make no charge for services rendered by its staff attorneys or other personnel in the
performance of the above functions. -

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

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drillin 1;,g unit
has been examined as above provided, and (2) the title has been approved by the examining attorney or
title has been accepted by all of the parties who are to participate in the drilling of the well. %’} "j

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or mterest therein, be lost:’through
failure of title, which loss results in a reduction of interest from that shown on Exhibit “.A" g:hls ‘agree-
ment, nevertheless, shall continue in force as to all remaining oil and gas leases and. Jniie\jsﬁsﬂts:{?’éﬂdﬂ

(a) The party whose oil and gas lease or interest is affected by the title faxlure, .shall.bear. alone
the entire loss and it shall not beAentltlcd to recover from Operator or the other partxes ‘any-development

-2.
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or operating costs which it may have theretofore paid, but there shall be no monetary liability on its
part to the other parties hereto for drilling, development, operating or other similar costs by reason of
such title failure; and

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

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

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

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

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

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

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

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

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

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

the Contract Area.

ARTICLE V.
OPERATOR

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

L
RN

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

Operator of the Contract Area, and shall conduct and direct and have full control of all opera ‘m'xs on
the Contract Area as permitted and required by, and within the limits of, this agreement ,Ifishall con-
duct all such operations in a good and workmanlike manner, but it shall have no liabj h y p rator
to the other parties for losses sustained or liabilities incurred, except such as may res\l§ om'gross
negligence or willful misconduct. O ol

lng sal when iuLbu(ug: s Wbl
[ &menean Association ol Peusteem Lywta:y
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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-Opcrators. If Operator terminates its legal existence, no longer owns an interest in the
Contract Area, or is no longer capable of serving as Operator, it shall cease to be Operator without any
action by Non-Operator, except the selection of a successor. Operator may be removed if it fails or
refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M.
on the first day of the calendar month following the expiration of ninety (90) days after the giving of
notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor
Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after effect-
ive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of
a corporate name or structure of Operator or transfer of Operator’'s interest to any single sub51d1ary,
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 Contra{ct Area at the time such successor Operator is selected, If the Operator that
is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown
on Exhibit “A”, and not on the number of parties remaining after excluding the voting interest of the
Operator that was removed.

C. Employees:

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

D. Drilling Contracts:

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

ARTICLE VI
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the_1lst day of Aungust , 19%, Operator shall commence the drill-
ing of a well for oil and gas at the following location:

Township 16 South, Range 35 East, NMPM
Section 2: 3300" FSL and 760' FWL
Lea County, New Mexico

and shall thereafter continue the drilling of the well with due diligence to test the Morrow
formation at 12,375'.

unless granite or other practically impenetrable substance or condition in the hole, which renders
further drilling impractical, is encountered at a lesser depth, or unless all partxes agree to complete or

abandon the well at a lesser depth.

-

Operator shall make reasonable tests of all format1ons encountered during drilling which gu}e in-
dication of containing oil and gas in quantities suff1c1ent to test, unless this agreement shall be hmlted
in its application to a specific formation or formations, in which event Operator shall be;
test only the formation or formations to which this agreement may apply. ;

plug and abandon same as provided in Art1c1e VI.E.1. hereof.



“ A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

W0 =3I WL W

3 4 .
O VXA B WK ™ O W3O b WNHOWOD-=I0 WL WO ORI B WN I~ O D W 3 OO D i WM O WO -1 WD W o

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 VLA, or to rework, deepen or plug back a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing
in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the loca-
tion, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days after receipt of the notice within which to notify the
parties wishing to do the work whether they elect to participate in the cost of the proposed operation.
If a drilling rig is on location, notice of proposal to rework, plug back or drill deeper may be given
by telephone and the response period shall be limited to forty-eight (48) hours, éxclusive 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
VIB.1. or VLE.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 receipt of such notice, shall advise the
proposing party of its desire to (a) limit participation to such party’'s interest as shown on Exhibit “A”,
or (b) carry its proportionate part of Non-Consenting Parties’ interest. The proposing party, at its
election, may withdraw such proposal if there is insufficient participation, and shall promptly notify
all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in
the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting
Parties shall keep the leasehold estates involved in such operations free and clear of all liens and

" encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such

an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions
of this Article results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall
complete and equip the well to produce at their sole cost and risk, and the well shall then be turned
over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties.
Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such
well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party
shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Party’s
interest in the well and share of production therefrom until the proceeds of the sale of such share,
calculated at the well, or market value thereof if such share is not sold (after deducting production
taxes, crude oil excise taxes, royalty, overriding royalty and other interests existing on the effective date hereof,’
payable out of or measured by the production from such well accruing with respect to such interest until it revert,s)
shall equal the total of the following: ;

(a) - 100% of ecach such Non-Consenting Party’'s share of the cost of any newly acqmred surface
equipment beyond the wellhead connections (including, but not limited to, stock tanks, sepa.rators.
treaters, pumping cquipment and piping), plus 100% of cach such Non-Consenting Party's share of the
cost of operation of the well commencing with first production and continuing until each such"Non-
Consenting Party's relinquished interest shall revert to it under other provisions of this Al:ﬁg_le, it’bemg
agreed that cach Non-Consenting Party’s share of such costs and equipment will be tha{ mierest which
wauld have been chargeable to each Non-Consenting Party had it participated in the well 1 om the be-
ginning of the operation; and

(b)200._% of that portion of the costs and expenses of drilling reworking, deepenmg, "or" pluggmg
back, testing and completing, after deducting any cash contributions received under Article-VIII.C,, and

-5-
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200:% of that portion of the cost of newly acquired equipment in the well (to and including the well-
head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
pated therein.

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

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

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

Within sixty (60) days after the completion of any operation under this Article, the party con-

. ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-

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

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

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

well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of thqﬁamualﬁ
well described in Article VIA except (a) when Option 2, Article VII.D.1., has been selected,t;*i':r (b)
to the reworking, deepenmg and plugging back of such initial well, if such well is or thereafter;shall

VLA.

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

shall keep accurate records of the volume, selling price, royalty and taxes relative to its share of production. Non-Operators

shall, upon request, furnish Operator with true and complete copies of the records required to be kept hereunder whenever, under

the terms of this agreement or any agreement executed in connection herewith, it is necessary for Operator to-obtain said information.

Any information furnished to Operator hereunder shall be used by Operator only to the extent necessary to carry out its duties

‘a8 Operator and shall otherwise be kept confidential.

Each party shall have the right to take in kind or separatsly dispose of its proportionate share of all oil and gas produced
from the Contract Area, exclusive of production which may be used in development and producing operations and in preparing and

-6-
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tn:catin.g oll for marketing purposes amli production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate
dn:posat?on by any party of its proportionate share of the production shall be borne by such party. Any party taking its share of
production in kind shall be required to pay for only its proportionate share of such part of Operator's surface facilities which it uses.

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

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

‘ In the event any party hereto is not at any time taking or marketing its share of gas production and Operator
is either (i) unwilling to purchase or sell or {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'
B;Ian:ing Agreement attached hereto as Exhibit "E" and incorporated herein shall automatically become
effective.

D. Access to Contract Area and Information:

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

information.
E. Abandonment of Wells:

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

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 wéﬁ‘f'shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense -
of all the parties hereto. If, within thirty (30) days after receipt of notice of the proposed aban \‘
of such well, all parties do not agree to the abandonment of any well, those wishing to continu Nits op-
eration shall tender to each of the other parties its proportionate share of the value of the well's gL Ivable
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 parfj:*
assign to the non-abandoning parties, without warranty, express or implied, as to title or B
quality, or fitness for use of the equipment and material, all of its interest in the well a'k: gtel @quip-

ment, together with its interest in the leasehold estate as to, but only as to, the interval o

formation or formations then open to production. If the interest of the abandoning party:

an oil and gas interest, such party shall execute and deliver to the non-abandoning p%nty' o
58 o this wWentiypnn myis iy pitivton .

oil and gas lease, limited to the interval or intervals of the formation or formations thgguppgg»l .produc-. !
tion, for a term of one year and so long thereafter as oil and/or gas is produced from the:intervalror-inter- . :

-7 -
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vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
“B”. The assignments or lcases so limited shall encompass the “drilling unit” upon which the well is
located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon
the relationship of their respective percentages of participation in the Contract Area to the aggregate of
the percentages of participation in the Contract Area of all assignees, There shall be no readjustment
of interest in the remaining portion of the Contract Area.

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

ARTICLE VIIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

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

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
security interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure
payment of its share of expense, together with interest thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without prejudice to

nc u ts or remed1 to c% lgg:ng‘on)%é}ées purc ser the roce%ds from the salelif such Non e;_:ld:fator’s
are o Lﬁgangfor gas untli’i he am owedl gy suchelyon t.Operafor}’ plus 1n‘€ere as geg;\
purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-
fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-

erator’s proportionate share of expense.

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

C. Payments and Accounting:

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

e

-s\-

Operator, at its election, shall have the right from time to time to demand and receive from the
other parties payment in advance of their respective shares of the estimated amount of the ex ense to
be incurred in operations hereunder during the next succeeding month, which right may be exerci ed only
by submission to each such party of an itemized statement of such estimated expense, togethgr with
an invoice for its share thereof. Each such statement and invoice for the payment in advancel-;{)fa esti-
mated expense shall be submitted on or before the 20th day of the next preceding mont, mc“
shall pay to Operator its proportionate share of such estimate within fifteen (15) day,é‘”a/ﬁel;ﬂéui-
timate and invoice is recewed If any party falls to pay its share of sald estimate w1th n sar& "1, é

proportionate share of actual expenses incurred, and no more.

-8-
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D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-
cept any well drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreement, it being
understood that the consent to the drilling or deepening shall include:
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K] Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made, shall include consent to all necessary expenditures for the completing and equipping of such
well, including necessary tankage and/or surface facilities. Failure of any party receiving such notice
to reply within the period above fixed shall constitute an election by that party not to participate in
the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase ‘reworking, deepening or
plugging back” as contained in Article VI.B.2. shall be deemed to include “completing”) shall apply to
the operations thereafter conducted by less than all parties.

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

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

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

E. Royalties, Overriding Royalties and Other Payments:

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

for or cause to be accounted for, such interest to the owners thereof.
No party shall ever be responsible, on any price basis higher than the price received by such party, to any other party's lessor

or royalty owner; and if any such other party's lessor or royalty owner should demand and receive settlements on a higher price basis,

the party contributing such lease shall bear the royalty burden insofar as such higher price is concerned. e wnw
it is recognized by the parties hereto that in addition to each party’s share of working interest production as shown in Exhibit "A",

such party shall have the right, subject to existing contracts, to market the royalty gas attributable to each lease which it

contributes to the Contract Area and to receive payments due for such royalty gas produced from or allocated to such lease or leases.

It is agreed that, regardiess of whether each party markets or contracts for its share of gas, including the royalty gas under the

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

leases the proceeds attributable to their respective royalty interest and to hold all other parties hereto harmless for its failure to do so.
F. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of
any lease shall be paid by the party or parties who subjected such lease to this agreement at its 6‘;"‘ their
expense. In the event two or more parties own and have contributed interests in the same leasgﬁf\&o this
agreement, such parties may designate one of such parties to make said payments for and on behaf‘_l'f; of all
such parties. Any party may request, and shall be entitled to receive, proper evidence of all sug]}jpay-
ments. In the event of failure to make proper payment of any rental, shut-in well payment or -'n:iimum
royalty through mistake or oversight where such payment is required to continue the lease F
any loss which results from such non-payment shall be borne in accordance with the provisions of A

IV.B.2,

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas
ting in or return to production of a producing gas well, at least five (5) days (excluding
day and holidays), or at the earliest opportunity permitted by circumstances, prior to ,
but assumes no liability for failure to do so. In the event of failure by Operator ({3 sq. nofity. N6

Operator, the loss of any lease contributed hereto by Non-Operator for failure to make.timely:payments

-9-
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of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B.3.

G. Taxes:

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

If Operator considers any tax assessment improper, Operator may, at its discretion, protest 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 theiparties
not desiring to surrender it. If the interest of the assigning party includes an oil and gas mterest,kj.he as-
signing party shall execute and deliver to the party or parties not desiring to surrender an oil : ahnd gas
lease covering such oil and gas interest for a term of one year and so long thereafter as oil and]or gas
is produced from the land covered thereby, such lease to be on the form attached hereto as Exhib1t “B".
Upon such assignment, the assigning party shall be relieved from all obligations thereafter accrumg.
but not theretofore accrued, with respect to the acreage assigned and the operation of any well»thereon
and the assigning party shall have no further interest in the lease assigned and its equlpme,m@g@ pro-
duction other than the royalties retained in any lease made under the terms of this Artxcle,g ’cl;vh\"
assxgnee shall pay to the party assignor the reasonable salvage value of the latter’s mt rest*'

with the provisions of Exhibit “C", less the estimated cost of salvaging and the estlmated}ndémofﬁl‘ ]
ging and abandoning. If the assignment is in favor of more than one party, the asssgned ferest shall

i&lm L ALE u-.?.\)r iy Gt
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1 Dbe shared by the parties assignec in the proportions that the interest of each bears to the interest of all
2  parties assignee.
3
4 Any assignment or surrender made under this provision shall not reduce or change the assignor’s or
5 surrendering parties’ intecrest, as it was immediately before the assignment, in the balance of the Contract
6 Area; and the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter
7 be subject to the terms and provisions of this agreement.
8
9 B. Renewal or Extension of Leases:
10
11 If any party secures a renewal of any oil and gas lease subject to this Agreement, all other parties
12 shall be notified promptly, and shall have the right for a period of thirty (30) days following receipt
13  of such notice in which to elect to participate in the ownership of the renewal lease, insofar as such
14 lease affects lands within the Contract Area, by paying to the party who acquired it their several proper
15 proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
16  which shall be in proportion to the interests held at that time by the parties in the Contract Area.
17
18 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it
19 shall be owned by the parties who elect to participate therein, in a ratio based upon the relationship of
20 their respective percentage of participation in the Contract Area to the aggregate of the percentages
21  of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
22  Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.
23 : without warranty
24 Each party who participates in the purchase of a renewal lease shall be given an assignment/of its
25 proportionate ‘interest therein by the acquiring party.
26
27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest
28 covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
29 taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
30 the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted
31 for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
32 lease and shall not be subject to the provisions of this agreement.
33
34 The provisions in this Article shall apply also and in like manner to extensions of oil and gas
35 leases. The provisions of this Article VIII-B shall only apply to leases, or portions
36 of leases, located within the Unit Area.
37 C. Acreage or Cash Contributions:
38
39 While this agreement is in force, if any party contracts for a contribution of cash toward the drilling
40 of a well or any other operation on the Contract Area, such contribution shall be paid to the party who
41 conducted the drilling or other operation and shall be applied by it against the cost of such drilling or
42 other operation. If the contribution be in the form of acreage, the party to whom the contribution is
43 made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling
44 Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
45 are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and
46 be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
47 accept such tender, such acreage shall not become a part of the Contract Area. Each party shall prompt-
48 ly notify all other parties of all acreage or money contributions it may obtain in support of any well or
49 any other operation on the Contract Area.
50 '

.51 If any party contracts for any consideration relating to disposition of such party’s share of substances
52 produced hereunder, such consideration shall not be deemed a contribution as contemplated in this
53 Article VIII.C. This paragraph shall not be applicable to the contribution of acreage
54 by the Contributing Parties toward the Initial, Substitute, or Option Test Well.
55 D. Subsequently Created Interest:

56 ,

57 Notwithstanding the provisions of Article VIILE. and VIII.G., if any party hereto shall, sub‘s_équent
58 to execution of this agreement, create an overriding royalty, production payment, or net proceedé?intere
59 est, which such interests are hereinafter referred to as ‘“‘subsequently created interest’”, such subseq'uently
60 created interest shall be specifically made subject to all of the terms and provxslons of this agreement as
61 follows:

62

63 1. If non-consent operations are conducted pursuant to any provision of this agreement, and the
64 party conducting such operations beccomes entitled to receive the production attubutable to—the mterest
65 out of which the subsequently created interest is derived, such party shall receive same free and ‘clear
66 of such subsequently created interest. The party creating same shall bear and pay all such subsequently
67 created interests and shall indemnify and hold the other parties hereto free and harmless. from any and
68 all liability resulting therefrom. Lo

69

70

-11 -



t
i

A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

O 0 -3 DN

fr B 0O Lo O LD W LW WL R RN RI B B B DD B DO DD s s e b e b s et e
O ©®-IH O WM OWO=30DOC i WEK — O WO TN WD i K O

42
43
44
45
46
47
48
49
50

.51

53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70

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

E. Maintenance of Uniform Interest:

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

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

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

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

F. Waiver of Right to Partition:

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

S - - - .-0 S = S al o e ¢-n ¥a¥al AT I W L T Vel LWl o - oL Ty

mterests in the Contract Area, it shall promptly give written notice to the other partles withe$#etTT 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 purchasc.#rfCe, and all other terms of
the offer. The other parties shall then have an optional priop=»gfi, for a period of ten (10) days after
receipt of the notice, to purchase on the same terms_amrd™Conditions the interest which the other party
proposes to sell; and, if this optional right-#s~€xercised, the purchasing parties shall share the pur-
chased interest in the proportion at the interest of each bears to the total interest of all purchasing
parties. However, there shedl"be no preferential right to purchase in those cases where any party wishes
to mortgage i{sirt€rests, or to dispose of its interests by merger, reorganization, consolidation, or sale
of all-er~Substantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent

ombpan O o R comoan = o o 3 O1Ed o - Yt RIO 3 S the—gtee

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of-part-
nership or an association for profit between or among the parties hereto. Notwithstanding arif;!", pro-
visions herein that the rights and liabilities hereunder are several and not joint or collective, or thet 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 partnershlp, each party’ hereby
affected elects to be excluded from the application of all of the provisions of Subchapter “K”, Ch"apter
1, Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Sectlon"’,761 of
the Code and the regulations promulgated thereunder. Operator is authorized and directed \to eXecu’te on
behalf of each party hereby affected such evidence of this election as may be required by the Secretary
of the Treasury of the United States or the Federal Internal Revenue Service, including? speexﬁcally, but
not by way of limitation, all of the returns, statements, and the data required by Federal Reg la-
tions 1.761. Should there be any requirement that each party hercby affected give furtheﬁevxdeﬂce»of
this election, each such party shall execute such documents and furnish such other evxdence as may be
required by the Federal.Internal Revenue Service or as may be necessary to evidence this-election: No

-12-
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such party shall give any notices or take any other action inconsistent with the election made hereby.
If any present or future income tax laws of the state or states in which the Contract Area is located or
any future income tax laws of the United States contain provisions similar to those in Subchapter “K",
Chapter 1, Subtitle “A”, of the Internal Revenue Code of 1954, under which an election similar to that
provided by Section 761 of the Code is permitted, each party hereby affected shall make such election as
may be permitted or required by such laws. In making the foregoing election, each such party states that
the income derived by such party from Operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
penditure does not exceed FI1F TEEN THOUSAND--———=——w—=—omm o m oo e e e e e e m e e Dollars
($15,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount
required for settlement exceeds the above amount, the parties hereto shall assume and take over the
further handling of the claim or suit, unless such authority is delegated to 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 by United States mail
or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party to
whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
provision hereof shall be deemed given only when received by the party to whom such notice-is directed,
and the time for such party to give any notice in response thereto shall run from the date the originat-
ing notice is received. The second or any responsive notice shall be deemed given when deposited in
the United States mail or with the Westerri Union Telegraph Company, with postage or charges prepaid,
or when sent by teletype. Each party shall have the right to change its address at any time, and from
time to time, by giving written notice hereof to all other parties. ~-.;.~,:~

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases and/or 0il and"'gas in-
terests subjected hereto for the period of time selected below; provided, however, no party herefd shall
ever be construed as having any right, title or interest in or to any lease, or oil and gas’mfér t con-
tributed by any other party beyond the term of this agreement.

~13-



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

ZX Option No. 2: In the event the well described in Article VLA., or any subsequent well drilled
under any provision of this agreement, results in production of oil and/or gas in paying quantities, this

agreement shall continue in force so long as any stuich well or wells produce, or are capable of produc-
tion, and for ‘an additional period of 180 days from cessation of all production; provided, however,
if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in
drilling or reworkmg a well or wells hereunder, this agreement shall contmue in force until such op-
erations have been completed and if production results therefrom, this agreement shall continue in
force as provided herein. In the event the well described in Article - VI.A., or any subsequent well
drilled hereunder, results in a dry hole, and no other well is- producing, -or capable.of producing .oil
‘and/or gas from the Contract Area, this agreement shall terminate unless drilling or reworking opera-
tions are commenced within __E_Q___days from the date of abandonment of said well.

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

'ARTICLE XIvV.
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. Goveming Law:

, The essential validity of this agreement and all matters pertaining thereto, mcludmg, but not lim-
jited to, matters of performance, non—performance breach, remedies, procedures, rzghts ‘duties and in--
terpretation or construction, shall be governed and determined by the law of the state in which the
Contract Area is located. If the Contract Area is in two or more states, the law of the state where most
of the Iand in the Contract Area is located shall govern. :

ARTICLE XV.
OTHER PROVISIONS

A. Not included.
B. Not included.
thstand.ing othe.rprrcv:smnshere.m ﬁdm:xgd’xetennofthlsagreenmt a well is required
bonedeJed de@en:;yramced plugged back,. sidetracked, or recapleted, ar ar&étheropemtlm that
naybereqtﬂredinorderto(l)oontm;ealeaseorleasesmforoearﬁeffect,or )
areaor partjmthereofmforcearxieffect,orm earn or preserve an interest in and to oil and/or
:;:Er may be owned by a third or which, . failing in such cperation, may revert

ﬁﬁ.rd 4 c:xrpl with an order issued a requla body having in the
& 'inorw'l'ﬁ.éh) yngh wmldtemﬁnate,ﬂefoumngshan v “less than all

'ofthepartieshezeboelect;toﬁzﬂcnpateaxﬂpay proportionate part of the costs to be incurred in

tarm.c:.pateshallhaveﬂxerlghttodosoattl'xe:irsoleoost,
oanlusmofsudioperatim,eadxofﬂnsepartiamt

risk, and expense. Pramtly
mgmagmetogcemmeand an_appropriate assigment to the total interest of each

thin of the wit upon which the well was drilled hovever, wells
e the<:1cxrgle’cedandcapableofpn:oduczm;;mpay.i.ng ties. Sudnassifgmmrt 'bedeli.ve:cedto
the participating in the propartion ﬂmgat they bore the expense attributable to the

E. l\bpmductim vwhether oil or ’ besoldfmntheleaseacreage,orlands led therewith, to
any party's subsidiaries, aff:.li.ateg?soxx'tagssocmtes, without each party's pnorwxgggmoasent.. All
sold fram the lease orlands ledthe:cmth,mllbeanamslengﬂltmdemtha
third It is y J.fpriormttenoonsentlsgiventoaPartysenjng
thsrsefx?é? tssnbs;dim,gmates,orassmmt&s,ﬂeoﬂxerpamgmﬂﬁsagmmmtmuhaveﬁe
option to also sell to said purchaser, at the same or better price. In the event any party hereto, makes
an arm's length trade with a third party parchaser, therenaummgparta.esm_uhaveﬂleoptimtoalsosell
atthesaneorhigherpnoe.

F. Prior to comencement of any well drilled under this agreement, each non~cperator must tender to the
operatcritsshaxeofdzy}nlecost,assetwthut}mtyforExpe;muxepmposmgm»en

G. This 0perat1ng Agreement shall supercede that certain Operating Agreement dated

. January 2, 1985 known as the Townsend Operating Agreement - Mesa Petroleum Co.,
. Operator.

-14-
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G. ARTICLE XV.\OTHER PROVISIONS -

_ Cost A11ocation Formula

The entire cost of drilling the well will be 1n1t1a11y borne by the
working interest owners of the Deep Unit with no right to be reimbursed
by the working interest owners of the shallow unit, unless the well is-
to be completed in the Shallow Unit in which case the working interest
owners of the shallow unit will reimburse the working interest ‘owners -
of the Deep Unit in accordance w1th the following formula:-

ANl Pre~cas1ng Point Costs wh1ch can be isolated to the ShaT]ow Un1t

or the Deep Unit, (e.g., logging, testing, coring, fishing, etc.) will.

be paid for by the participating owners of those particular zones. A1l
other Pre-casing Point Costs ("remaining costs") shall be borne by various
participating owners, according to their respective part1c1pating interests
in the units 1nvo1ved as follows: ,

Participants in ~1 'x Footage to base of Shallow Unit x REMAINING COSTS
the Shallow Unit 2 A TOTAL DEPTH

Participants in 1 x Footage to base of Deep Unit x REMAINING COSTS
the Deep Unit 2 . TOTAL DEPTH

plus: 100% x Footage from base of Shallow -
' UnIt to Total Depth x REMAINING COSTS
TOTAL DEPTH ’

Should a dual completion attempt be made in both the Deep Unit and the
Shallow Unit, all completion costs that can be isolated to the Deep or
Shallow Units shall be paid for by the participating owners of those _
units. A1l other costs, with the exception of casing and tubing shall
be paid for equally by the participants in Shallow Unit and the Parti-
cipants in the Deep Unit, A1l casing and tubing shall be paid for as

follows:

Average costs of cas1ng and tubing from the surface to the base of the
Shallow Unit:

Participants in the Shallow Unit < 1/2;
Participants in the Deep Unit - 1/2.

Average costs of casing and tubxng from the Base of the Shallow Unit to
total depth: Participants in the Deep Unit - 100%,

-14A-
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ARTIGLE XVL
MISCELLANEQUS

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

This instrument may be executed in any number of counterparts, each of which shall be co.nsiderec‘l

an original for all purposes.

IN WITNESS WHEREOF, this agreement shall be effective as of _j.__day of

19 .

OPERATOR

By:

YATES PETROLEUM CORPORATION

NON-OPERATORS

YATES DRILLING COMPANY

By:

MYCO INDUSTRIES, INC.

By:

ROY. G. BARTON JR. TRUSTEE OF R.G. BARTON,.

SR. & O. BARTON REVOCABLE TRUST

By:

BRISTOL RESOURCES CORPORATION

By:

AL. CONE PARTNERSHIP

By:

AMERISTATE OIL & GAS, INC.
AMERISTATE EXPLORATIONL.L.C.

By:

S.E. CONE, JR.

MARJORIE CONE KASTMAN

KENNETH G. CONE

ABO PETROLEUM CORPORATION

By:

UMC PETROLEUM CORPORATION

By:

MARK L. SHIDLER, INC.

By:

FIVE STATES 1995 - B, LTD.
FIVE STATES 1995 - D, LTD.

By:

FUEL PRODUCTS, INC.

By:

MARILYN CONE TRUSTEE FOR
D.C. CONE TRUST

By:

KATHERINE CONE KECK

CLIFFORD CONE

JOHN F. HERBIG, JR.

=



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND UMC
PETROLEUM CORPORATION, ET AL, “NON-OPERATORS”.

NON-OPERATORS

AMERIND OIL COMPANY LTD. HEIRS OF TOM W. SCHNAUBERT

By:. By:

HEIRS OF LUCRETIA E. CONLON

By:

FLO SCOTT BROWN DAN FIELD -

CONSTANCE COBB KEEN JOAN GARRISON TRUST



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND UMC
PETROLEUM CORPORATION, ET AL, “NON-OPERATORS”.

STATE OF NEW MEXICO )

§
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this day of , 1998 by
, for YATES PETROLEUM
CORPORATION, a New Mexico corporation, on behalf of said corporation.
My commission expires:;
Notary Public
STATE OF NEW MEXICO )
‘8
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this day of .

1998, by Peyton Yates, Attorney-in-Fact for Yates Drilling Company, John Yates, Jr., Attorney-in-Fact for Abo
Petroleum Corporation and Frank Yates, Jr., Attorney-in-Fact for Myco Industries, Inc., all New Mexico
corporations, on behalf of said corporation.

My commission expires:
Notary Public
STATE OF )
'§
COUNT OF )
The foregoing instrument was acknowledged before me this day of
., 1998 by , ,
for ,a corporation, on behalf of
said corporation.
My commission expires:
Notary Public
STATE OF )
'8
COUNT OF )
The foregoing instrument was acknowledged before me this day of
, 1998 by
My commission expires:
Notary Public
STATE OF )
'§
COUNT OF )
The foregoing instrument was acknowledged before me this day of
, 1998 by

My commission expires:

Notary Public



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND OCEAN
ENERGY, INC., “NON-OPERATOR”.

EXHIBIT “A”

L CONTRACT LANDS:

Township 16 South, Range 35 East, NMPM
Section 2: Lots 11, 12, 13, 14, SW/4
Lea County, New Mexico

IL DEPTH RESTRICTION:
Shallow Unit - From surface to 11,000’
Deep Unit - From 11,000 below the surface to 100’ below total depth drilled
in the initial test well.
oL PERCENTAGE INTERESTS OF PARTIES UNDER THE AGREEMENT:

Shallow Unit - Lot 13

Yates Petroleum Corporation 70.00%
Yates Drilling Company 10.00%
Abo Petroleum Corporation 10.00%
Myco Industries, Inc. v 10.00%
' 100.00

Deep Unit - Lots 11, 12, 13, 14, SW/4
Five States 1995-B Ltd. 5.4026%
Five States 1995-D Ltd. 5.4026%
Mark L. Shidler, Inc. .2732%
Bristol Resources Corp. 3.0371%
A.L. Cone Partnership 4150%
S.E. Cone, Jr. 1491%
Katherine Cone Keck .1445%
Roy G. Barton, Jr., Trustee 1383%
Marjorie Cone Kastman .0615%
Clifford Cone 0369%
Kenneth G. Cone .0369%
Amerind Oil Company Ltd. 7.1810%
Ameristate Oil & Gas Inc. .0072%
Fuel Products, Inc. .0072%
John F. Herbig, Jr. .0072%
Flo Scott Brown .0868%
Dan Field 1.5625%
Marilyn Cone, Trustee DC Cone Trust .1563%
Constance Cobb Keen .0130%
Heirs of Tom W. Schnaubert .0065%
Laverna Howard Trustee,

Joan Garrison Trust .0065%
Heirs of Lucretia E. Conlon .3906%
Yates Petroleum Corporation, et al 37.9775%

Ocean Energy, Inc. 37.5000%



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND OCEAN
ENERGY, INC., “NON-OPERATOR”.

Iv. LEASES SUBJECT TO THIS AGREEMENT:

1. State of New Mexico VA-604
Held by Production
Lessee: Yates Petroleum Corporation, et al
Covering: Township 16 South, Range 35 East, NMPM
Section 2: Lots 11, 13, NW/4SW/4
Lea County, New Mexico

2.  State of New Mexico E-7720
Held by Production
Lessee: Ocean Energy, Inc.
Covering: Township 16 South, Range 35 East, NMPM
Section 2: Lot 14, E/2SW/4
Lea County, New Mexico

3.  State of New Mexico E-3003

Held by Production
Lessee: Five States 1995-B & D, Ltd., et al
Covering: Township 16 South, Range 35 East, NMPM
Section 2; Lot 12
Lea County, New Mexico
rights from 11,000’ to 12,375°
4. Lessor: Mike Field
Lessee: Amerind Oil Company Ltd.
Date: June 15, 1994 as extended December 24, 1997
Term: Four years, as extended
Mineral Int. 1/8 mineral interest
Recorded: Book 502, Page 340, as extended Book 846, Page 338
5. Lessor: Charles R. Jones, separate property, et al
Lessee: Amerind Oil Company, Ltd.
Date: May 16, 1995
Term; Three years
Mineral Int. 1/16 mineral interest
Recorded: Book 517, Page 147
6. Lessor: Owen W. McWhorter, Jr., separate property
Lessee: Amerind Oil Company, Ltd.
Date: June 14, 1994
Term: Five years
Mineral Int. 1/960 mineral interest
Recorded: Book 502, Page 332
7.  Lessor: H.D. White, separate property
Lessce: Amerind Oil Company, Ltd.
Date: June 2, 1994
Term: Five years
Mineral Int. 1/144 mineral interest
Recorded: Book 502, Page 336
8. Lessor: Elova L. Miller, separate property
Lessee:; Amerind Oil Company, Ltd,
Date: June 16, 1994
Term: Five years
Mineral Int. 1/288 mineral interest
Recorded: Book 502, Page 348
9.  Lessor: Nova Jean Marley
Lessee: Amerind Oil Company, Ltd.
Date: June 17, 1994
Term: Five years

Mineral Int. 1/1152 mineral interest
Recorded: Book 502, Page 350



10.

11.

12

13.

14.

15.

16.

17.

18.

19.

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:
Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:
Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:
Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Mary Ann Gathings
Amerind Oil Company, Ltd.
June 27, 1994

Five years

17144 mineral interest
Book 502, Page 352

Rita D. Schenck, Klein Bank & Rowdy Schenck, Co-Trustees of Trust B under
the Kirby D. Schenck & Rita D. Schenck Revocable Trust

Amerind Oil Company, Ltd

May 1, 1995

Three years

3/32 mineral interest

Book 518, Page 371

Rita D. Schenck, William C. Schenck & Western Commerce Bank,
Co-Trustees of Trust A-2

Amerind Oil Company, Ltd.

May 1, 1995

Three years

3/32 mineral interest

Book 518, Page 376

Weigl Family Living Trust dated 9-25-97
Amerind Oil Company, Ltd.

June 2, 1994

Five years

1/144 mineral interest

Book 502, Page 334

Emory Isenberg, separate property

Amerind Oil Company, Ltd.

July 5, 1994

Three years, with option to renew for two years
1/48 mineral interest

Book 503, Page 188

Charels R. Wiggins

Amerind Oil Company, Ltd.

July 5, 1994

Three years, with option to renew for two years
1748 mineral interest

Book 503, Page 821

Mary Scott Gould

Amerind Oil Company, Ltd.
May 11, 1995

Three years

1/144 mineral interest
Book 516, Page 148

Tom R. Cone

Amerind Oil Company, Ltd.
May 16, 1995

Three years

1/80 mineral interest

Book 516, Page 483

William H. Griswold
Amerind Oil Company, Ltd.
May 24, 1995

Three years

1/80 mineral interest

Book 517, Page 391

Elaine B. Flint Grandchildren’s Trust Benefit
Melissa Kay Griswold

Amerind Qil Company, Ltd.

May 24, 1995

Three years

1/80 mineral interest

Book 517, Page 393



20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:
Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:
Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

David D. Griswold
Amerind Oil Company, Ltd.
May 24, 1995

Three years

1/80 mineral interest

Book 517, Page 395

Elaine B. Flint Grandchilren’s Trust Benefit
Eloise F. Griswold Trust 8-21-71

Amerind Oil Company, Ltd.

May 24, 1995

Three years

1/40 mineral interest

Book 517, Page 397

Cathie C. McCown, separate property
Amerind Oil Company, Ltd.

May 16, 1995

Three years

1/80 mineral interest

Book 518, Page 367

Marion S. Bennett, Ind. Exec. and sole beneficiary under the will of
Neli C. Shelton

Amerind Oil Company, Ltd.

May 20, 1995

Three years

1/640 mineral interest

Book 518, Page 369

Hurwitz Living Trust dated 9-27-91
Amerind Oil Company, Ltd.
August 17, 1994

Five years

1/48 mineral interest

Book 505, Page 410

Lawrance C. Dotson, Ind. Exec. Estate of Mary Joe Dotson
Amerind Oil Company, Ltd.

July 5, 1994

Five years

1/144 mineral interest

Book 510, Page 665

Carl A. Schellinger, et ux

Ameristate Oil & Gas, Inc. (1/3), Fuel Products, Inc. (1/3) and
John F. Herbig, Ir. (1/3)

May 23, 1996

Two years

1/576 mineral interest

Book 733, Page 254

Roy G. Barton and Opal Barton, Revocable Trust dated 1-28-82
Ameristate Exploration, L.L.C.

May 23, 1996

Two years

3/64

Book 733, Page 257

S.E. Cone, Jr.

Amerind Oil Company, Ltd.

February 4, 1997 as extended December 22, 1997
Two years, as extended

97/1920 mienral interest

Book 781, Page 92 as extended Book 846, Page 336

Madlyn Dotson Lansford, separate property
Amerind Oil Company, Ltd.

March 27, 1997

Three years

1/144 mineral interest

Book 792, Page 422



30.

31

32.

33.

34.

35.

*Note:

Lessor:
Lessee:
Date:
Term:,

Mineral Int.

Recorded:

Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:

Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:

Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Lessor:
Lessee:
Date:
Term:

Mineral Int.

Recorded:

Harry H. Jung
Amerind Oil Company, Ltd

March 27, 1997

Three years

1/1152 mineral interest
Book 799, Page 604

Clara C. Carmichael Living Trust dated 4-19-93

Yates Petroleum Corporation 70%, Yates Drilling Company 10%,
Abo Petroleum Corporation 10% and Myco Industries, Inc. 10%
February 12, 1998

One year

1/288 mineral interest

Book 862, Page 14

Carlton J. Carmichael, Jr., Trustee under the Last Will and Testament of
Carlton J. Carmichael

Yates Petroleum Corporation 70%, Yates Drilling Company 10%

Abo Petroleum Corporation 10% and Myco Industries, Inc. 10%

March 5, 1998

One year

1/288 mineral interest

Book 863, Page 174

W. Chris Barnhill, et ux

Yates Petroleum Corporation 70%, Yates Drilling Company 10%,
Abo Petroleum Corporation 10% and Myco Industries, Inc. 10%
February 12, 1998

One year

1/32 mineral interest

Book 861, Page 337

Mary Carolyn Johnston

Charles M. Fuchtman

The legal description for leases No. 4-33 is:

Township 16 South, Range 35 East

Section 2: SW/4SW/4
Lea County, New Mexico



ADDRESSES OF THE PARTIES:

Ocean Energy, Inc.
410 17th Street, Suite 1400
Denver, Colorado 80202

Mark L. Shidler, Inc.
911 Walker, Suite 565
San Jacinto Building
Houston, Texas 77002

Five States 1995 - B, Ltd.
Five States 1995 - D, Ltd.
4925 Greenville Ave. #1220
Dallas, Texas 75206

Attn: Ms. Ann McConville

S. E. Cone, Jr.
P.O. Box 10321
Lubbock, TX 79404

Katherine Cone Keck
1801 Ave. of the Stars, Suite 446
Los Angeles, CA 90067

Roy G. Barton Jr., Trustee of R.G.
Barton, Sr. & O. Barton Revocable Trust
P.O.Box 978

Hobbs, NM 88241

Clifford Cone
P.O. Box 1629
Lovington, NM 88260

Fuel Products, Inc.
P.O. Box 3098
Midland, TX 79702

Marilyn Cone Trustee
DC Cone Trust

P.O. Box 64244
Lubbock, TX 79464

Lavena Howard Trustee
Joan Garrison Trust
5221 1Ira

Ft. Worth, TX 76117

Heirs of Lucretia E. Conlon
¢/o Charles M. Fuchtman
P.O. Box 10109
Huntsville, AL 35801

Ameristate Oil & Gas, Inc.
Ameristate Exploration L.L.C.
1211 W. Texas

Midland, TX 79701

Bristol Resources Corporation
6655 S. Lewis, Suite 200
Tulsa, OK 74136

Attn: Mr. Ed. Watts

A. L. Cone Partnership

P.O. Box 3457, Briercroft #12
Lubbock, TX 79452

John F. Herbig, Jr.

Suite 280, One Marienfeld Place

Midland, TX 79701

Amerind Qil Company, Ltd.
415 W. Wall St.
Midland, TX 79701

Marjorie Cone Kastman
P.O. Box 5930
Lubbock, TX 79408

Kenneth G. Cone
P.O. Box 11310
Midland, TX 79702

Flo Scott Brown
8610 Miami Ave.
Midland, TX 79423

Heirs of Tom W. Schnaubert
¢/o Mary Irwinsey

4404 Odessa Ave.

Ft. Worth, TX 76117

Constance Cobb Keen
4915-D 94th Street
Lubbock, TX 79424
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EXHIBIT “cm

Attached to and made a part of ._that certain operating agreement
dated November 26, 1997, between Yates Petroleum Corporation,
"OPERATOR" and UMC Petroleum Corporation, Amerind Oil Company
Ltd. and Mark L. Shidler, Inc., "NON-OPERATORS'.

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 the 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 (12%) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with

the collection of unpaid amounts.

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

to by the Operator.

6. Approval by Non-Operators

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

Operator shall charge the Joint Account with the following items:

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

2. Labor
A, (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct
of Joint Operations.
(2) Salaries of First Level Supervisors in the field.
(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Overhead rates.
B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
IL. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

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

tion II.
D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under

Paragraph 2A of this Section II.

3. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator’s actual

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

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

plus stocks shall be avoided.

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

tions:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material i_s 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 lieu of charges in Paragraph TA above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates

published by the Petroleum Motor Transport Association.

8. Damages and Losses to Joint Property _
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm, theft, accident, or other’'cause, except those resulting from Operator’s
gross negligence or willful misconduct. Operator shall furnish Non-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 recover the Joint Property, except that no charge for services of Operator’s legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the

Parties, except as provided in Section I, Paragraph 3.
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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.

11. Insurance

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

12. Other Expenditures

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

1II. OVERHEAD

1. Overhead - Drilling and Producing Operations
i. As compensation for adminis'trative, 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 24, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account,

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall

not ( ) be covered by the Overhead rates.

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

Drilling Well Rate $__5,400.00
Producing Well Rate $__ 540.00

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

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

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

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

days.

(b) Prodt._lcing Well Rates

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

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

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

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

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
-.plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-

. tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
. equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be

the rates currently in use, plus or minus the computed adjustment.

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

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

(b) Operating
— _  Percent (%) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
. eral interest in and to the Joint Property.
(2) Application of Overhead - Percentage Basis shall be as follows:
For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except 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 S_ZS..Q_QQ_._Q_O__.

A. _9 9% of total costs if such costs are more than $25,000.00 _ but less than $_100,000.00 ; plus
B. 3 % of total costs in excess of $__100,000.00 but less than $1,000,000; plus

C. _2___% of fotal costs in excess of $1,000,000.

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

3. Amendment of Rates

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

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

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

tor shall be agreed to by the Parties.

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

Account when adjustment has been received by the Operator.

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

A. New Material (Condition A)

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

where such Material is normally available. N
(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 rehable supply store nearest the Joint Property where such Material is nor-

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

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

available.
B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property
(a) At scventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section 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 sixty-five percent (65%) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75%) of current new price.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) ' Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (509%) of current new price as determined by Para-

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

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

of Non-Operators.

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

dered by such Material.

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

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

3. Premium Prices

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

4, Warranty of Material Furnished by Operator

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

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

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

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

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.




ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM
CORPORATION, “OPERATOR” AND UMC PETROLEUM CORPORATION,
AMERIND OIL COMPANY LTD. AND MARK L. SHIDLER, INC., “NON-
OPERATORS”.

EXHIBIT “D”

ADDITIONAL INSURANCE PROVISIONS

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

expense of the parties hereto, as follows:

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

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

(B) Public Liability insurance:

Bodily Injury $500,000.00 each occurrence.

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

$500,000.00 each occurrence.
Property Damage - $100,000.00 each occurrence.

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

parties hereto) shall be charged to the joint account.



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM
CORPORATION, “OPERATOR” AND UMC PETROLEUM CORPORATION,
AMERIND OIL COMPANY LTD. AND MARK L. SHIDLER, INC, “NON-

OPERATORS”.

EXHIBIT “E”

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. In the event any of the parties hereto collectively owning
participation percentages of less than 50% are not at any time taking or market-
ing their share of gas or have contracted to sell their share of gas produced
from the Contract Area to a purchaser which does not at any time while this
agreement is in effect take the full share of gas attributable to the interest
of such parties, this agreement shall automatically become effective upon the

terms hereinafter set forth.

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

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

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

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

purchaser.

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

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

respect hereto.

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



ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED NOVEMBER 26, 1997, BETWEEN YATES PETROLEUM
CORPORATION, “OPERATOR” AND UMC PETROLEUM CORPORATION,
AMERIND OIL COMPANY LTD. AND MARK L. SHIDLER, INC., “NON-
OPERATORS?”. '

4}

(2)

(3)

(4)

(5)

(6)

EXHIBIT “F”

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

The Operator will not discriminate against any employee or applicant for employment
because of race, color, religion, national origin or sex. The Operator will take
affirmative action te-ensure that applicants are employed, and that employees are
treated during employment, without regard to their race, color, religion, national
origin or sex. Such action shall include, but not be limited to the following:
employment, upgrading, demotion, or transfer, recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The Operator agrees to post in
conspicuous places, available to employees and applicants for employment notices
to be provided for the contractcing officer setting forth the provisions of this
non-discrimination clause. '

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

The Operator will send to each labor union or representative of workers with which
it has a collective bargaining agreement or other contract or understanding, a notice
to be provided by the agency contracting officer, advising the labor union or
workers' representative of the Operator's commitments under Section 202 of
Executive Order 11246 of September 24, 1965, and shall post copies of the notice
in conspicuous places available to employees and applicants for employment.

The QOperator will comply with all provisions of Executive Order 11246 of September
24, 1965, and of the rules, regulations, and relevant orders of the Secretary of
Labor.

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

In the event of the Operator's non-compliance with the non-discrimination clauses of
this contract or with any of such rules, regulations, or orders, this contract may be
canceled, terminated or suspended in whole or in part and the Operator may be
declared ineligible for further Government contracts in accordance with procedures
authorized in Executive Order.11246 of September 24, 1965, and such other
sanctions may be imposed and remedies invoked as provided in Executive Order
11246 of September 24, 1965, or by rule, regulation, or order of the Secretary of
Labor, or as otherwise provided by law. ‘

Exhibit "F"
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(7) The Operator will include the provisions of Paragraphs (1) through (7) in every
subcontract or purchase order unless exempted by rules, regulations, or orders of
the Secretary of Labor issued pursuant to Section 204 of Executive Order 11246 of
September 24, 1965, so that such provisions will be binding upon each
subcontractor or vendor. The Operator will take such action with respect to any
subcontract or purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for non-compliance: Provided,
.however, that in the event the Operator becomes involved in, or is threatened with,
litigation with a subcontractor or vendor as a result of such direction by the
contracting agency, the Operator may request the United States to enter into such
litigation to protect the interests of the United States.

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

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

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it does not and will not maintain or provide for
its employees any segregated facilities at any of its establishments, and that it does not and
will not permit its employees to perform their services at any location, under its control,
where segregated facilities are maintained. For this purpose, it is understood that the phrase
"segregated facilities” includes facilities which are in fact segregated on a basis of race,
color, religion, or national origin, because of habit; local custom or otherwise. It is further
understood and agreed that maintaining or providing segregated facilities for its employees
or permitting its employees to perform their services at any location under its contro! where
segregated facilities aré maintained is a violation of the equal opportunity clause required by
Executive Order 11246 of September 24, 19G5.

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