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December 2, 1997 

Amerind Oil Company Ltd. 
415 West Wall Street 
Midland, Texas 79701-4467 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Gentlemen: 

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. 

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

Case Nos. 11934 (consolidated with 11958 and 11959) 
Exhibit No. 2 

Submitted by: Yates Petroleum Corporation 
Hearing Date: Mav 14. 1998 

Robert Bullock 
Landman 
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US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

Sent to 

Amerind Oil Company 1 tri 
4f3 WgS{ Wall Street 
iwfe0ta«ĉ att,exasr- /9/01-4467 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date 
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SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete Herns 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

permit. 
• Writs 'Ratum Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt will show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

Amerind Oil Company Ltd. 
415 West Wall Street 
Midland, Texas 79701-4467 

4a. Article Number 

213.57 1*^3 331 
3. Article Addressed to: 

Amerind Oil Company Ltd. 
415 West Wall Street 
Midland, Texas 79701-4467 

4b. Service Type 
• Registered Q Certified 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

Amerind Oil Company Ltd. 
415 West Wall Street 
Midland, Texas 79701-4467 

7. Date of Delivery 

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

6. Signature: (Addressee orAgeifb 

8. Addressee's Address (Only if requested 
and fee is paid) , . 
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PS Fofrri 3 8 1 1 , December 1994 102595-97-B-0179 Domestic Return Receipt 



k T E 5 
PETROLEUM 
CDRPDRHTIDN 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

x Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 

920-130 Drilling, Daywork Z I Z I M ^ i i ! * ^ 
920-140 Drilling Water, F a s l i n e ' R e n t a l ' ' " " 
920-150 Drilling Mud & Additives '"" 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementifig - Surface Casing 

920-180 Drill Stem Testing, OHT Ij^^ZZZZZZZZZZZZZ. 
920-190 Electric Logs & Tape Copies 
920-200 Tools & Equip. Rntl, Trkg. & Welding 
920-210 Supervision & Overhead 

920-220 Contingency - Z Z Z Z 7 . ' . '. "Z. 
920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 

920-410 Completion Unit - Swabbing ZZ1Z..ZZZZ. '. 
920-420 Water for Completion ZZZ"ZZ'Z. ZZZ"ZZZZZ. 
920-430 Mud & Additives for Completion 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion 
920-470 Stimulation for Completion one zone test only 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

DRY HOLE COMP'D WELL 
1,200 

15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

Christmas Tree & Wellhead 
Casing _J 1-3/4" ^ 450' 

8Z5/8" H:4650 v 

Tubing 2.1L^.'.3.^^9.9L 
Packer & Special Equipment 

2,000 
7,600 

56,500 

26,000 
7,600 

56,500 
93,000 

35,000 
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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



M A R T I N Y A T E S , III 

1912 - 1985 

F R A N K W . Y A T E S 

1 9 3 6 - 1 9 8 6 

CTE5 
PETROLEUM 
CDRPDRHTIDN P E Y T O N Y A T E S 

EXECUTIVE VICE PRESIDENT 

R A N D Y G, P A T T E R S O N 

CHAIRMAN OF THE B O A R D 

J O H N A . Y A T E S 

S. P. Y A T E S 

PRESIDENT 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

105 SOUTH FOURTH STREET 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

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/ljf 
enclosure(s) 



iitrict I 

PO Box 1980, Hobbj, NM 88241-1980 

District II 

Sll South f W , Artcitt, NM 88210 

District m 

1000 Rio Brazos Rd., Azlcc, NM 87410 
District IV 
2040 South Picbcco, SuU Fe, NM 87505 

State of New Mexico 
Enact, Minerals & Natural Resources Department 

OIL CONSERVATION DIVISION 
2040 South Pacheco 
Santa Fe, NM 87505 

Form C-101 
Revised October 18, 1994 

Instructions on back 
Submit to Appropriate DistrictJDftice 

State Lease - 6 Copies 
Fee Lease - 5 Copies 

AMENDED REPORT 

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE 
1 Operator Name and Address. 

Yates Petroleum Corporation 
105 S. 4th Street 

Artesia, New Mexico 88210 

1 OCRID Namber 
0 2 5 5 7 5 

'API Number 

30-6 
' Property Code * Pro petty Name 

F i e l d "APK" s t a t e Com. 
•WeU No. 

3 

7 Surface Location 
UL or lot no. 

L o t 13 
Section 

2 

Township 

1 6 S 

Range 

3 5 E 

Lat Ida Feet from the 

• 3 3 0 0 * 

North/Sooth Une 

S o u t h . 
Feet from the 

7 6 0 ' 

East/West fine 

West 
County 

L e a 

* Proposed Bottom Hole Location If Different From Surface 
UL or lot no. Section Township Range Lot Ida Feet from the North/South Hue Feet from the East/West Cne Cosarjr 

'Proposed Pool 1 

W i l d c a t Morrow 
" Proposed Pool 2 

"Work Type Code u Wdl Type Code "Cable/Rotary " Lease Type Code " Ground Level Elevation 
N G R S 3 9 9 5 ' 

"Multiple " Proposed Depth " Formation " Contractor " Spud Dale 

No 1 2 , 6 0 0 ' Morrow Unde s i q n a t e d A S A P 
2 1 Proposed Casing and Cement Program 

Hole Size Casing Sire Casing weight/foot •Setting Depth Sacks of Cement Estimated TOC 

14 3/4" 11 3/4" 42 . 0# 450 * 550 sx C i r c u l a t e 

11" 9 5/8" 1 0 5 0 s x r . i r a n i a r P 

7 7/8" 5 1/2" 17.0# TD 1350 sx Aprox. 1700' 

Describe the proposed program. If this application is to DEEPEN or PLUG BACK give the data on the present productive zone and proposed new productive 
tone. Describe the blowout prrrcntion program, if any. Use additional sheets If necessary. 

Yates Petroleum C o r p o r a t i o n proposes t o d r i l l and t e s t t h e Morrow and 
i n t e r m e d i a t e f o r m a t i o n s . A p p r o x i m a t e l y 450' of s u r f a c e c a s i n g w i l l be 
s e t and cement c i r c u l a t e d t o s u r f a c e . A p p r o x i m a t e l y 4100* o f 
i n t e r m e d i a t e c a s i n g w i l l be s e t and cement c i r c u l a t e d . I f commercial, 
p r o d u c t i o n c a s i n g w i l l be r u n and cemented w i t h adequate cover p e r f o r a t e d 
and- s t i m u l a t e d as needed f o r p r o d u c t i o n . 
MOD PROGRAM: FW Gel, Paper,LCM t o 450'; B r i n e t o 4600'; Cut B r i n e , 

S t a r c h t o 9600' SW Gel D r i s p a c , XC Polimur t o TD. 
BOPF. PROGRAM: BQPR o n fl 5 / R" a n d r e s t e d d a i l y 

" I hereby certify that me information given above is true aad complete to the best 
of ny knowledge and belief. 

Signature: ft- m 
OIL CONSERVATION DIVISION 

Approved bye 

Printed name: 
C L I R . MAY 

Title: 

Tide: 
REGULATORY AGENT 

Approval Date: Expiration Date 

Date 

December 19, 1997 . 
Phone 

505-748-4347 
Conditions of Approval: 
Attached • 



DISTRICT I 

P.O. Box I960, Hobbs. NM 68240 

DISTRICT II 
P.O. Drawer OD, Artesia, NM 88210 

DISTRICT I I I 
1000 Rio Brazos Rd.. Aztec, NM 87410 

State of New Mexico 
Energy, Minerals and Natural Resources Department 

O I L C O N S E R V A T I O N D I V I S I O N 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

Form C-102 
Revised February 10, 1994 

Instruction on back 
Submit to Appropriate District Office 

State Lease - 4 Copies 
Fee Lease - 3 Copies 

• AMENDED REPORT 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
API Number Pool Code . * j . - Pool Name 

Property Code Property Name 

FIELD "APK" STATE COM. 
Well Number 

3 

OGR1D No. 

O c2 SS 7S~ 
Operator Name 

YATES PETROLEUM CORPORATION 
Elevation 

3995 

Surface Location 

UL or lot No. Section Township Range Lot Idn Feet f rom the North/South line Feet f rom the East/West Una County 

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

Bottom Hole Location I f Di f fe ren t From Surface 

UL or lot No. Section Township Range Lot Jdn Feet f rom the North/South line Feet f r o m the East/West line County 

Dedicated Acres 

32.0 
Joint or I n f i l l Consolidation Code Order No. 

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED 
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION 

OPERATOR CERTIFICATION 

/ hereby certify the the information 
contained herein is true and complete to the 
best of my knowledge and belief. 

Signatur 

P I i f t n n R Ma. 
Printed Name 

Regu 1 a t n r y ft q R n r, 
TiUe 

December 19,—1997 
Date 

SURVEYOR CERTIFICATION 

/ hereby certify thai th* well location shovm 
on this plat was plotted from field rules of 
actual surveys made by me or untfer my 
supervison, and that the same is true and 
correct to the best of my belief. 

12/05/97 
Date Surveyed 

S i g n a t u r s ^ ^ a S t f S t ^ ^ f e 



AMERIND OIL COMPANY, LTD. 

ROBERT M. LE IBROCK 

ROBERT C. LE IBROCK 

S U I T E 5 0 0 , W I L C O B U I L D I N G 

4 1 5 W E S T W A L L S T R E E T 

M I D L A N D , T E X A S 7 9 7 0 1 - 4 4 6 7 

December 10, 1997 

T E L E P H O N E (915) 6 8 2 - 8 2 1 7 

F A C S I M I L E (915 ) 6 8 6 - 0 7 4 7 

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 Su) fysd 'fy 
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. 

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 



T A B L E OF C O N T E N T S 

Paragraph Page 
Number Iitlg Number 

1 Initial Test Well 1 

2 Producer Earns 2 

3 Risk, Cost and Expense of Operations 2 

4 Geological Data 2 

5 Bond and Designation of Operator 2 

6 Overriding Royalty Reserved 3 

7 Rentals 3 

8 Abandoned Wells 3 

9 Force Majeure 3 

10 Notices 3 

11 Restoration of Premises 3 

12 Operating Agreement 4 

13 Substitute Test Well 4 

14 ProductiorTin Kind 4 

15 Non-Assignability 4 

16 Binding Effect 4 

17 Acceptance 5 

Signatures 5 

Exhibit "A" - Geological Requirements 

Exhibit "B" - Operating Agreement 



FARMOUT LETTER AGREEMENT 

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

Amerind Oil 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 : 

Township 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 OH 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 feeTtelow 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 
Ranee 35 East. 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 event you do not commence the test well on or before 
June l , 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/l 193 



Farmout Letter Agreement 
Page 2 

2. DRILL AND EARN 

2.1 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. 

2.2 During payout, you shall furnish us with current monthly statements summarizing income and 
expenses properly chargeable to payout. Upon payout, you shall promptly notify us by certified mall, 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 withyour 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 Cause 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 ; 

(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 lease in 
the form approved by the 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/l 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. FORCE 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/l 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 We 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 (I) 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, however, 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 highes^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 made 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. 

15. 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/l 193 
i 



Farmout Letter Agreement 
Page 5 

17. ACCEPTANCE 

17.1 This letter is not binding upon us until such time as it has been accepted by you and one (I) 
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 , 1998. 

YATES PETROLEUM CORPORATION 

By: 
Attorney-in-Fact 



Lea County, New Mexico 

EXHIBIT "A" 
GEOLOGICAL REQUIREMENTS 

Mr. Mike Hayes 
Yates Petroleum Corporation ALTERNATE: 
105 South Fourth Street Mr. Ray Beck 
Artesia, New Mexico 88210 (505)748-2565 
(505)748-1471 (Office) 
(505) 748-8767 (Home) 
(505) 365-7106 (Cellular) 
(505) 748-4570 (Fax) 

I . Notification: 

A. You shall immediately notify the above company representative (or alternate) 
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 dowhhole surveys, 
4. Any coring operations, 
5. Any plugging operations, 

B. You shall, at your expense, furnish us current progress reports (daily drilling, 
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 commencing 100' above 1st potential pay continuous to TD. 

B. You shall furnish us the following data and information: 

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 Fontiat, 
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 after completion 

of the well. 

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



M A R T I N Y A T E S , III 
1912-1985 

F R A N K W. Y A T E S 
1936 • 1 9B6 

PETROLEUM 
CORPORATION 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

105 S O U T H F O U R T H S T R E E T 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

February 26, 1998 

Fuel Products, Inc. 
P.O. Box 3098 
Midland, Texas 79702-3098 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

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 

Robert Bullock 
Landman 

RB/ljf 
enclosure(s) 



Z MM 3 310 M37 
US Postal Service 
Receipt for Certified Mail 
No Insurance Coverage Provided. 
Do not use tor International Mail (See reverse) 
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Fuel Products. Inc. 
, F .yfeo^3fD98 

MidJand, sfeexas3 c»W02-3098 
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Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
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SENDER: 
•Complete Items 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
•Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

Fuel Products, Inc. 
P.O. Box 3098 
Midland, Texas 79702-3098 

4a. Article Number 3. Article Addressed to: 

Fuel Products, Inc. 
P.O. Box 3098 
Midland, Texas 79702-3098 

4b. Service Type „ 

• Registered Certified 

• Express Mail • Insurea 

• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

Fuel Products, Inc. 
P.O. Box 3098 
Midland, Texas 79702-3098 

7. Date of Del^TQ £ 7 

5. Received By: (Print Name) S~) , 8. Addressee's Address (Only if requested 
and fee is paid) 

6. skgnaftirayJAddressee or Agent) ^7 

8. Addressee's Address (Only if requested 
and fee is paid) 
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PETROLEUM 
CORPORATION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

Well Objective: Well Type: AFE Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 

New Mexico 
Section 2-16S-35E 

Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMPTJ WELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days ijg $740u/day + $40k mobilization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 
Drill Stem Testing, OHT 
Electric Logs & Tape Copies 
Tools & Equip. Rntl, Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 

25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 

25,400 
24,500 
17,400 

Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100 807,700 

930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" f|> 450' 7,600 7,600 

8-5/8" 4650' 56,500 56,500 
5-1/2" (3) 12,600' 93,000 

930-030 Tubing 2 7/8" @ 12400' 35,000 
930-040 Packer & Special Equipment 8,000 

940-010 
940-020 
940-030 
940-040 

TOTAL COSTS 

Pumping Equipment 
Storage Facilities 
Separation Equip., Flowiines, Misc 
Trucking & Construction Costs 

including $20,000 for electricity 116,000 
22,700 
25,000 
15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

657,2001 1,213,200 

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

Prepared Operations 
By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 

1 



M A R T I N Y A T E S . Ill 
1912 -198S 

F R A N K W. Y A T E S 
I 9 3 6 - 1 9 8 6 

VTES 
PETROLEUM 
CDRPDRRTIDN P E Y T O N Y A T E S 

EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

S. P. YATES 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

February 26, 1998 

Ameristate Oil & Gas, Inc. 
Ameristate Exploration L L C . 
1211 W.Texas 
Midland, Texas 79701 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

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 

Robert Bullock 
Landman 

RB/ljf 
enclosure(s) 



Z 443 aiO 43b 
US Postal Service 

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

A cristate Oil & Gas, Inc. 
Sent to 

AtlerllWExploration L L C . 
1 ^dfaskemSP Code 

Midland, Toxas 79701 
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Certified Fee 

Special Delivery Fee 
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SENDER: 
•Complete Hems 1 anoVor 2 for additional services. 
•Compile Items 3,4a, and 4b. 
•Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back rt space does not 

permit. 
• Write 'Return Receipt Requested' on the malpiece below the article number. 
•The Return Receipt will show to whom the article was defvered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

Ameristate Oil & Gas, Inc. 
Ameristate Exploration L L C . 
1211 W.Texas 
Midland, Texas 79701 

4a. Article Number 3. Article Addressed to: 

Ameristate Oil & Gas, Inc. 
Ameristate Exploration L L C . 
1211 W.Texas 
Midland, Texas 79701 

4b. Service Type 
• Registered Certffiecj) 
• Express Mail • Insured 
• Return R e c ^ for Mertfiartcise • COO 

3. Article Addressed to: 

Ameristate Oil & Gas, Inc. 
Ameristate Exploration L L C . 
1211 W.Texas 
Midland, Texas 79701 

7. Datej^peiivery 

5. Received By: (Print Name) J 8. Addressee's Address (Only If requested 
and fee Is paid) 

6. a g r ^ t ^ e ^ ^ o ^ ^ ^ L ^ ^ ^ ^ ^ ^ ^ ^ ^ j / ' 

8. Addressee's Address (Only If requested 
and fee Is paid) 
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PS Form 3811, December 1994 io2595-97-fwi79 Domestic Return Receipt 



TE5 
PETROLEUM 
LTDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEWMEX1CO88210 
TELEPHONE (SOS) 748-1471 

AFE Type: Well Objective: 
X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760" FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMPDWELL 
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 <a> $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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

940-010 
940-020 
940-030 
940-040 

Christmas Tree & Wellhead 
Casing 11-3/4" raj 450' 

8 ^ / 8 , v ' ^ ' « 5 0 v 

5™i72""̂ T276W'' 

Tubing 2.7./?;' ^12400 ' 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
8,000 

Pumping Equipment 
Storage Facilities 
Separation Equip., Flowiines, Misc 
Trucking & Construction Costs 

including $20,000 for electricity 116,000 
22,700 
25,000 
15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 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 DATE 

BY DATE 

BY DATE 



M A R T I N Y A T E S . I l l 
1912 - 1985 

F R A N K W Y A T E S 
1936 - 1986 

PETROLEUM 
EDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 
P R E S I D E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

February 26, 1998 

John F. Harbig, Jr. 
Suite 280, One Marienfeld Place 
Midland, Texas 79701 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

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 

Ropert Bullock 
Landman 

RB/ljf 
enclosure(s) 
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US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 
Do not use for Internationa] Mail (See reverse) 
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SENDER: 
•Completehems 1 and/or 2 for additional service*. 
•Complete Itama 3,4a, and 4b. 
•Print your nama and address on tha ravaraa of this form *o that we can return this 

card to you. 
•Attach this form to tha front of tha mailpiece, or on tha back If space does not 

permit 
• Write'fletum Receipt Requested'on tha maipiece below the article number. 
•The Return Receipt wil show to whom tha article was daSvered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

John F. Harbig, Jr. 
Suite 280, One Marienfeld Place 
Midland, Texas 79701 

4a. Article Number 

Z V4*> Sin QRA 
3. Article Addressed to: 

John F. Harbig, Jr. 
Suite 280, One Marienfeld Place 
Midland, Texas 79701 

4b. Service Type 
• Registered C3j f CertJfledx 
• Express Mail lb Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

John F. Harbig, Jr. 
Suite 280, One Marienfeld Place 
Midland, Texas 79701 

7. Dajeof Delivery 

5. Received By: (Print Name) < ^—• 8. Addressee's Address (Only if requested 
and fee is paid) 

6. Signature: (Addtespea or Agent) ^ 

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

ll 



VTES 
PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

1 0 5 SOUTH F O U R T H S T R E E T 

ARTESIA. NEW MEXICO 88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

X New Drilling 

Recompletion 

X Oil . 

X Gas 
Injector 

Development 

X Exploratory 

A F E NC. 

A F E D A T E 

A F E S T A T U S : 

f x l Or:.,- 3 

Revised 

Final 

97-343-0 

11/26/97 

LEASE NAME 

COUNTY 

LEGAL DESC. 

FIELD 

DIVISION CODE 

DISTRICT CODE 

BRANCH CODE 

Field APK State Com. #3 

Lea 

3,300' FSL & 760' FWL 

PROJ'D DEPTH 

STATE 

LOCATION 

HORIZON 

12,600' 

New Mexico 

Sect ion 2-16S-35E 

Morrow 

100 DIVISION NAME 

DISTRICT NAME 

BRANCH NAME 

Oil & Gas Division 

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 

920-240 

920-350 

920-410 

920-420 

920-430 

920-440 

920-450 

920-460 

920-470 

920-480 

920-490 

920-510 

920-500 

Coring, Tools & Service 

Bits, Tool & Supplies Purchase 

Cementing - Production Casing 

Completion Unit - Swabbing 

Water for Completion 

Mud & Additives for Completion 

Cementing - Completion 

Elec. Logs, Testing, Etc. - Completion 

Tools & Equip. Rental, Etc. - Completion 

Stimulation for Completion one zone test on ly 

Supervision & O/H - Completion 

Additional LOC Charges - Completion 

Bits, Tools & Supplies - Completion 

Contingency for Completion 

50,000 50,000 

36,500 

10,000 

8,000 

1,000 

35,000 

20,000 

100,000 

3,100 

1,200 

1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 

930-010 

930-020 

930-030 

930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" @ 450' 

8 ^ ' / F @ 4 6 5 0 ' ' 

Tubing 2 7/8;; @ 12400' 

Packer & Special Equipment 

2,000 26,000 

7,600 7,600 

56,500 56,500 

93,000 

35,000 

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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



M A R T I N Y A T E S . Ill 
1 9 1 2 - 1 9 8 5 

F R A N K W . Y A T E S 

1936 - I 986 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARV 

DENNIS G. K I N S E Y 
TREASURER 

February 27, 1998 

Joan Garrison 
5221 Ira 
Ft. Worth, TX 76117 

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 

Dear Ms. Garrison: 

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 I 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/ljf 
enclosures 



Z flio 3ST 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

§ 
oo 
CO 

Sent to 
-. oan Garrison 

Postage $ 
Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Dale Delivered 
Return Receipt Showing ID Whom, 
Date, i Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date 

c^^3 ^e/tf 

c 

z a 

SENDER: 
• &mpi«t-> Hem 1 and/or 2 lor additional services. 

• "001111)1616 Hems 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 
card to you. 

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

• Writa 'Return Receipt Requested'on the mailpiece below the artide number. 
•The Return Receipt will show to whom the article was delivered and the date 
delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
- 3. Article Addressed to: 

• f ~ 
Joan Garrison 

, j 15221 Ira • 
| Vt. Worth, TX 76117 ^ 

4a. Article Number - 3. Article Addressed to: 

• f ~ 
Joan Garrison 

, j 15221 Ira • 
| Vt. Worth, TX 76117 ^ 

4b. Service Type ^ 
• Registered /TO Certified) 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 

- 3. Article Addressed to: 

• f ~ 
Joan Garrison 

, j 15221 Ira • 
| Vt. Worth, TX 76117 ^ 

7. Date of Delivery „ , 

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

6. Signatur^^u^riesse^ or Agent) 

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

cc 
E 

e 

PS F o r m a l 1 , December 1994 102595-97-B-0179 Domestic RetunfReceipt 



TE5 
PETROLEUM 
CORPDRHTIDN 

105 SOUTH FOURTH STREET 

ARTESIA. NEWMEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 

11/26/97 

X New Drilling 

Recompletion 
x Oil 

x Gas 

Injector 

Development X Original 
X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

DRILLING COSTS: 
Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days <j|T7400/day'+"$40k mobnization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 
Drill Stem Testing, OHT "2 DST'S 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool 81 Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

DRY HOLE COMP'D WELL 
1,200 

15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,1001 807,700 

930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" <a> 450' 7,600 7,600 

8-5/8" <Q 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 1,213,200 

APPROVAL OF THIS AFE CONSTrTUTES 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 I | 1 Operations 
RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Producer! 88 jteY.X Year Lease) 5-96 ( O n e YEAR PAID UP LEASE) Ram 345 
OIL AND GAS LEASE Hsa-Poorbmi* Press, inc. 

RotwelL New Mexico 

THIS AGREEMENT made this ^ day of F e b r u a r y »Hjbetween 

Joan. Garrison, dealing i n her sole and separate property; LESSOR̂  and YATES PETROLEUM • 
CORPORATION - 70%, YATES DRILLING COMPANY - 10%, ABO.PETROLEUM CORPORATION - 10%, MYCO 
INDUSTRIES* INC. - 10%, a l l New Mexico corporations, LESSEE, 

Lessee, WnNESSEIH: 
1. Lessor in consideration nf Ten and no/100 —— — —' 
10*00 , ) In hand paid, of tbe royalties herein provided and of tbe agreements of Lessee herein contained, hereby grants, leases aod lets exclusively unto Lessee for tbe ' 

purpose of investigating, exploring, prospecting,, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power static^ telephone lines and other structures 
thereon and on, over and across lands owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, talcs care of, treat, transport, aad own s«Mprc<Mĉ andhoe«irigia! employees, 
the following described land In L e a County, New Mexico . , to-wit: 

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

2. Without reference to tbe commencement, prosecution or cessation at any time ot drilling or other development operations and/or to tbe discovery, development or cessation at any rime of 
production of oil or gas and without further payments than tbe royaldes herein provided, and notwithstanding anything else herein contained to tbe contrary, this lease shall be for a nam of 1 years 
from this date (called "primary term") and u long thereafter as oil or gas is produced from taid land or land with which taid land it pooled hereunder, 

3. The royalties to be ptid by Lessee sre: (s) on oil, 1/4. of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into tbe pipe line to 
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying tbe market price therefor prevailing for the field where produced on tbe data of 
purchase; (b) on gas, including casiniheatl 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 at the weU of Tl 4 of the gas so sold or used, provided that on gas told at the wells the royalty shall be 1/4 of the srrauatieallzBd from such sale; while 
there is a gas well on this lew or on acreage pcoled therewith but gas is not teing sold or used. Lessee may pay or tender urĉ alty, on or b^ 
is shut in and thereafter at annual intervals tbe sum of$l .00 per acre, andifsuch payment bnu^ or uudered, this lease sb̂  
this lease in paying quantities. Payment or tender of said shut-in gas royalty may be inade by cbeck or draft of Lessee mailed or d^ 
payment is due. Lessee snail nave free use of oil, gas, coal and water from taid laod, except water from Lessor's wells, for all operations hereurtcto;aitf tbe royalty on oU 
after deducting any to used. -

4. Lessee, »t Its option. Is hereby given the right and power to pool or combine tbe acreage covered by this lease, K 
or leases in the immediate vicinity thereof totbeextcrit hereinafter stipulaâ  
t?M 1>.«><< pn-Ttftf | In rrnr'tf1™' tha «na**"tmfa* n t t h e N e w M e i l e n 0 ) 1 Conservation Commission, or other lawful authority or when ta do so would, in the JnAfrnaat nf Lama, pmmnm 
the conifrvittioo of oil and gu in and tmdtT and that ir«y fr* prrw1l"''"< «»M pi»mft« Units pooled for oil hereunder shall not substaiitially exceed 40 acres escbtaan^ 
gas hereunder shall not substantially exceed in area640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit the crestion 
of u nits larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee unto rhe prorisioejhmxfnury pool or 
combine acreage covered by this lease, or any portion thereof as above provided ss to oil In any one or more strata and as to gas in any one or more strata. Tbe units formed by pooling ss to any 
stratum or strata need oot conform mste or area wim the unit or uniu into which tbe lease is rxxsledw 
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 otber units. Lessee sbsllfik for record In the 
appropriate records of the county in which the leased premites are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and tbe pooled unit may Include, but it is rjot required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gat have theretofore been commenced. 
Operations for drilling on or production of oil or gas from any part of the pooled unit v<hieh includes all or a portion of the land covered by this lease regardless of whether such operations for 
drilling were corruTieueed or such production was secured before or after the execution of this instrument or the instrument designating the pooled unit, sbsll be considered as operations for drilling 
on or production of oil and gat from land rmrrfrl tiy this If r f f y^>*" f t tK» « • f o r M r A m ih« pn-mt«« mvwwt hy thit IMM*. mnA th* imrim H i y y^n^ng rKh y't rf unltti 
as to oil and gas, cfdtrjer of ô erAUbereu provided shall be m 
For the purpose of computing tbe royaldes to which owners of royaldes and psyments out of production snd 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 tbe oil and gas, or either of tbem, produced from tbe 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 Irani tnd Included in the pooled unit that 
pro rata portion of tbe oil and gat, or either of rixni, product fram the pooled urî  
of surface acres included In the pooled unit Royalties hereunder shall be computed on the pordon of such production, whether It be 
by this lease and included in the unitjust as though such production were trom such land. The production from an oil well will be eoiuic«red production from the lease or oOp 
It is producing and not at production from a gas pooled rait; and reduction from 
from an oil pooled unit u addition to the foregoing. Lessee at iu option is beieby given the right and power from time to time m 
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 00 Conservation 
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed snd paid on tbe basis of the oil or gat allocated to such land under 
the terms of any tuch agreement or plan of operation, which basis shall be tbe same by which the royalty due the United States or the State of New Mexico it coinpoted and paid. Uns lease shall 
not expire during the lift of tuch agreement or plan and shall be subject to the terms thereof and taid agreement or plan of operarion shall be filed with the New Mexico Oil Conservation 

' Commission, or other 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 expiration of tbe primary terrnoUtt gas U land, or from land pooled therewith, but Lesŝ utben engaged to drilllrig or rewo 
or shall have completed a dry hole thereon witbwM days prior rathe end of the prirrû  
additional well are prosecuted with iM cessation of mo 
land pooled tbercwiuV It after die ex 
any cause, this lease shall not terminate if Lessee comnraces operations fa dnWng or itW 
as such operations are prosecuted with no cessation of isore than 60 consecutive dayŝ ^ 
or from land pooled therewith. Any POOlH Wilt df tigTWff by 1 ••«««'" %rrrrA»nrr nrfih th« turmi hmnf, may he dln/ilven1 hy LeaL-a hy Inttrnment Mad for mantd In rfw> appropriate racanh nf 
the county in which the leased premises are situated at any dme after the completion of a dry bole or the cessation of production on said unit In the event a weU or wells producing oil or gss 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 offset well or wells as a 
reasonably prudent operator would drill under tbe 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 dctrrir-rd premises and thereby surrender this lease as to such portion or portions and be relieved or all obligations ss to rhe acreage surrendered. 

6. Lessee shall have the right at any time during or after tbe expiration of this lease to' remove ail property and fixtures placed by Lessee on said land, including tbe right to draw and remove 
all casing. When required by Ltttor, 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 th e land or royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of Lessee; and no change or division in men ownership that! be binding on Lessee until 
thirty (30) days after Lessee shaU have been tarnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded instrument or iiistrumentt evidencing same. 
In the event of assignment hereof in whole or la part liability for breach of any obligation hereunder shall rest exclusively upon the owner of thit lease or of a portion thereof who committ tuch 
breach. If tlx or more parries become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by aU tuch 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 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 
wi ti n g 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 cornpllsnrw with tbe obligations 
imposed by virtue of this Instrument After the discovery of oil or gas in paying quantities on said premises. Lessee shaU develop the acreage rc 
but Jn discharging thit obligation it shaD in no ewa by repaired to drill irw 
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 qntntitiet. 

9. Lessor hereby warrants and agrees to defend the title te said land and agrees truu Lessee at Iu option rrurydis • 
and In event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royaldes accruing hereunder toward satisfying same. Without irrfrafaneot of Lessee's right 
under the warranty in event of failure of title, it is agreed thru if Lessor owns an Interest in the dl or gu on, in or unto 
Lessor shall he reduced proportionately. Should any one or more of the pardei named as Lessors fail to execute thit lease, it shall nevertheless be binding upon the party or parties executing tbe . 
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 gat 
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 goveramentil 
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 thia lease 
shall be extended while and so long at Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gas from tbe leased premises; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary norwithsM 

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

Joan Garrison 

SS// " _ _ • 
Lessor Ltttor 
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M A R T I N Y A T E S , 111 

1912 - 1985 

F R A N K W . Y A T E S 

1 9 3 6 • 1 9 8 6 

PETROLEUM 
CORPORATION 

1 0 5 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210 

T E L E P H O N E ( 5 0 5 ) 748-1471 

s . P. Y A T E S 

CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 

PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARV 

D E N N I S G . K I N S E Y 
TREASURER 

December 9, 1997 

Lavena Howard, Joan Garrison 
and Reita Schnaubert 
1204 Broadway CERTIFIED MAIL 
Lubbock, Texas 79401 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 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 return the AFE to our office, and I 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/ljf 
enclosures 



Z 3S1 bT3 347 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

.avena Howard, Joan Garrison, 
m*RKaib8chnaubert 
i W o W l ^ ^ f c o d e 

.ubbock, Texas 79401 
Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

. Return Receir̂  Stowing to Whom, 
Dale, & Addressee's Address 

TOTAL Postage 4 Fees $ 
Postmark or Date _ 

^ d > / ^ 

SENDER: : 
•Complete Heme 1 anoVor 2 tor adcfttonal services. 
•Complete items 3,4a, and 4b. 
•Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back rf space does not 

permit. 
• Write 'Return Receipt Requested' on the malpiece below the article number. 
• The Return Receipt will show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

-s 
I I 
i f 
OCi 
CD' 
£\ 
«' 

CL 
E o 
o 
CO 
CO 
UI 
s 
c 
a 

EC 

3. Article Addressed to: 

Lavena Howard, Joan Garrison, 
and Rita Schnaubert 
1204 Broadway 
Lubbock, Texas 79401 

4a. Article Number 

£ J f t <P^3 SV7 
4b. Service Type 
• Registered & Certified 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 
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) r—, 

PS Form 3811, December 1994 102595-97-8-0179 Domestic Retu rn "Receipt 



1 PETROLEUM 
t-ORPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-3434) 
11/26/97 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO68210 
TELEPHONE (SOS) 7"«8- l471 

X New Drilling 

Recompletion 

X Oil 

X Gas 
Injector 

Development X Original 

X Exploratory Revised 
Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea I 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100| 807,700 

930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" <g 450' 7,600 7,600 

8-5/8" <g> 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



'Producer* 88 Rer. Ye«rLe«je)5-96 (One YEAR PAID UP LEASE) Form 345 
O I L A N D G A S L E A S E Hall-Poorr̂ gh Press, Inc. 

Rotwen, New Mexico 

THIS AGREEMENT made this 9 t h ^yot D e c e m b e r 19_iZ_Jbetween 

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 -
10%, MYCO INDUSTRIES, INC. - 10%, a l l New Mexico Corporations, LESSEE, Le»ee,wmJESSBTH: 

1. t^nrlnr^W^nnnf and no/100 • - — • f ^ n j , 

IS 1 0 . 0 0 ^ in band pail, of tbe royaldes berein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively onto 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 L e a County, New M e x i c o ' , to-wic 

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

2. Without reference to tbe 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 Lessee are: (a) on oil,. .v 1 / 4 of that produced and saved from said land, the same to be delivered at tbe wells or to tbe 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 tbe field where produced on tbe date of 
purchase; (b) on gas, Including casfoghead gas or other gasrous substance, produced from said lar4 and soli 
the market value at the well of, 1 /4 .oftr*gassosoldorused,providedthatongassoldatto 1 /4 •' of the amoum realized from such tale; while 
there is a gas well on dus lease or on acreage pooled therewith but gas b not bekg sold or used, lessee niay pay or te^ 
is shut in and thereafter at annual intervals the sumtf $1.00 r*r acre, andlf such rav̂ nentis 
this lease In paying quantities. Payment or tender of said shut-In gas royalty may be made by check or o*raft of Ussee mailed or 0^ 
payment Is due. Lessee shall have free use of oil, gas, coal and water from said land, excep water from Insert wells, fa all operado 
after deducting any so used. . . . 

4. Lessee, at Its option, is hereby given tbe right and power to pool or combine the acreage covered by tWs lease, or any porî  
or leases in tbe Iminedistt vidiilry thereof to tbe extent̂  
said leased premises In compliance with the spacing roles of the New Mexico Oil CoiiservtfonCcraiu^ 
the conservation ofoll and gas in and under and that may be proJuced from said premises. 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 plnsatolerarice of 10% thereof, provided that 
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. Toe 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 tbe rights of tbe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in tbe 
appropriate 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 exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and tbe pooled unit may include, but it is not required to Include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been wntrnfmrd 
Operations for drilling on or production of oil or gas from any pan of the pooled unit which includes all or a portion of tbe 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 is operations for drilling 
On Or production of Oil and gas from 1«nd fmrrfd liy thit!»««« ****** nr M I th» nwll nr hr, InrMrA nn the prranitfji covered hy tMi I n n , mnA rim wirim fancy ffumlflHlng tIK'h mritirff imlw. 
as to oil and gas, or either of them, as berein provided, tliall be treated for all purposes, except the p̂  
For the purpose of computing tbe royaldes to which owners of royalties and payments outof 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 tbe pooled units. Such allocation shall be on acreage basls-that is to say, there shall be allocated to tbe acreage covered by this lease and ipcfoded in the pooled unit that 
pro rata portion of the oO and gas, or either of tbem, produced from the r l̂eduriit which 
of surface acres Included in tbe pooled unit Royaldes hereunder shall be computed on the pcrion of stich production, whether it be oil aid 
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 conslcfered production from to lease « 
it is producing and not as production from a gas pooled unit; and production from a gas wen win be considered as 
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 pert or formation or rnineral 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 OU 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 tbe lift of such agreement or plan and shall be subject to tbe terms thereof and said agreement or plan of operation shaU be filed with the New Mexico Oil Conservation 
Commission, or other 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 tbe same may be recorded either before or after the completion of wells. 

5. If at the expiration of tbe 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 tbe end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas ia produced from said land, or from 
land pooled therewith. If, after the expiration of tbe 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 so long 
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in tbe production of oil and gas, so long thereafter as oil or gu It 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 ia the appropriate records of 
the county in which the leased premises are situated at any time after the completion of a dry bole or the cessation of production on said unit In the event a well or wells producing oil or gas In 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee 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 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 tbe light 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 now on said land 
without Lessor's consent 

7. Tbe 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 ordiminishtherigbtsof Lessee; and no change or division in such ownership shall be binding on Lessee 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 iaatruments evidencing same. 
In the event of assignment hereof in whole or In part liability for breach of any obligation hereunder shall rest exclusively upon tbe 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 aU 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 tbe 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 
writing of tbe 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 shaU 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 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 tbe title to said land and agrees that Lessee at Iu option may discharge any tax̂  
and in 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 Impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed that if Lessor owns an interest in the rilw gas orUno 
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 tbe party or parties executing tbe . 
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 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 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 gat from tbe 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. 

Tommy G. Schnaubert Lessor Bobby J. Schnaubert Lessor 



INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF .} 

:ss 
COUNTY OF .} 

This instrument was acknowledged before me u}is. 

bv Tommy G. Schnaubert, dealing in his sole and separate property 

My Commission Expires: 
Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF 

COUNTY OF 

J 
:ss 

J 

This instrument was acknowledged before me u|is 

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

My Commission Expires: 

STATE OF 

COUNTY OF 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

.} 
:ss 

.} 

This instrument was acknowledged before me u|is 

by Mary A. Irwinsky, dealing i r | her sole and separate property 

My tonimission Expires: 
Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF .} 

:ss 
COUNTY OF .} 

This instrument was acknowledged before me t|is 

by Ruth M. Dake, dealing i n hei| sole and separate property 

My Commission Expires: 
Notary Public 
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MARTIN YATES. Ill 
1912 - 1985 

F R A N K W . Y A T E S 

1936 - 1986 

0"E5 
PETROLEUM 
CORPORATION 

PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G . P A T T E R S O N 
SECRETARY 

D E N N I S G . K I N S E Y 
TREASURER 

S. P. YATES 
CHAIRMAN OF THE BOARD 

JOHN A. YATES 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

December 9, 1997 

Mr. Clifford Cone 
P.O. Box 1629 
Lovington, New Mexico 88260 

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 

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 I 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 

Rooert Bullock 
Landman 

RB/ljf 
enclosures 



Z 351 bT3 3M0 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 
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o 
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Clifford Cone 
sPfO.NB&X 1629 

pU^MyiUe >* DrMMUvlexico 00200-

Postage $ 
Certified Fee 

Special Delivery Fee 

Restricted Detvery Fee 

Return Receipt Snowing to 
Whom & Date Delivered 

RetoRet^SrowingtoWhorn, 
Data, 4 Addressee's Address 

TOTAL Postage 4 Fees $ 

SENDER: 
* •Complete Hems 1 and/or 2 for Additional services. 

•Complete hems 3,4a, and 4b. 
•Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to me front of me mailpiece, or on the back if space does not 

permit 
•Write'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt wilt show to whom the article was deUvered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

Clifford Cone 
P.O. Box 1629 
Lovington, New Mexico 88260 

4a. Article Number 

Z 357 h<!3 3</o 
3. Article Addressed to: 

Clifford Cone 
P.O. Box 1629 
Lovington, New Mexico 88260 

4b. Service Type 
• Registered Ef Certified 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

Clifford Cone 
P.O. Box 1629 
Lovington, New Mexico 88260 

7. Date of Delivery 

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

6. Signature: (Addresser**Agaht) ( J 

8. Addressee's Address (Only if requested 
and fee Is paid) 

Ui cc o o < 

cc 
£ 
3 : 
O 

cc 
c 
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e 
PS Form 3811, Decembewf 994 102595-97-B-0179 Domestic Return Receipt 



PETROLEUM 
CDRPDRHTirjN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE ( 5 C S ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 
Recompletion 

X Oil 
X Gas 

Injector 

Development X Original 
X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100. DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 
920-130 Drilling, Daywork 41 daysr<af$74^^ 
920-140 Drilling Water, Fasline Re'ntaT 
920-150 Drilling Mud & Additives "" 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementing - Surface Casing 

920-180 Drill Stem Testing, OHT 2'j^fTsZZZZZZZZZZZZZZZ " I ' l l 
920-190 Electric Logs & Tape Copies 

920-200 Tools & Equip. Rntl.. Trkg. & Welding Z Z Z Z Z Z Z Z Z Z Z Z Z Z Z 
920-210 Supervision & Overhead 

920-220 Contingency - " " Z Z Z Z Z Z Z Z Z Z 

920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies P u r c h a s e Z Z Z . . . ! ZZZ ".. 
920-350 Cementing - Production Casing 

920-410 Completion Unit - Swabbing " Z Z . Z . . Z . ZZZ...! '. 
920-420 Water for Completion Z Z Z Z ! Z " 
920-430 Mud & Additives for C o m p l e t i o n " " Z Z 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 

920-460 Tools & Equip. Rental, Etc. - Completion ZZZZZZZZZZZZZZZ 
920-470 Stimulation for Completion one zone test only 
920-480 Supervision & O/H - Completion " " " ' J " ' ' 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

DRY HOLE COMP'DWELL 
1,200 

15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

591,1001 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" Q 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 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 
RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Producer! 88 Rer. rear Lease) 5-96 (One YEAR PAID UP LEASE) Fam345 
O I L AND GAS L E A S E Han-Poorbaugh Press, Inc. 

Roswell, Hew Mexico 

THIS AGREEMENT made thit ? Q day of December ^ 10 97 

C l i f f o r d Cone, LESSOR; and YATES PETROLEUM CORPORATION - 70%,.. YATES DRILLING COMPANY -
10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. -' 10%; a l l New Mexico 
Corporations, LESSEE, — 

- - Lessee, WITNESSETH: 
l. i^m^H^nnof Ten and no/100 • •> ^ r—rm-

ts 10.00 ^ in hand paid, of tbe royaldes berein provided and of the agreements of Lessee berein contained, hereby grants, leases and lets exclusively unio Lessee for tbe ' 
purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanks, power stations, Hrfrrt lines and other structures 
thereon and on, over and across larids owned or claimed by Lessor adjacent and contiguous thereto, to produce, save, take care of, treat, transport, and own said products, end housing Its employees, 
the Mowing described land In ] L e a County, New Mexico ' , tc-wit 

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

2. Without reference to tbe commencement, prosecution or cessation at any time of drilling or other development operations and/or to tbe discovery, development or cessation at any time of 
production of oil or gas and without further payments than tbe royalties berein provided, and notwithstanding anything else herein contained to die 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. Tbe royaldes to be paid by Lessee are: (a) on oil, <v 1 / 4 of that produced and saved from said land, the same to be delivered at the wells or to die credit of Lessor Into tbe pipe line to 
which the wells may be connected; Lessee may from rime to time purchase any royalty oUtaiU possession, paywg the rnarta 
purchase; (b) on gas, including casipghead gas or other gaseous substance, produced from said land, and sold, or used off the premises or for the extraction of gasoline or other prodoct therefrom, 
the market value at the weU of, '1 /4 . .of the gas so sold or used, provided that on gas sold at the wells the royalty shall be V/4. ' ' «f H» imwwt i—iir.̂  from trtrh salft! whilt 
there is a gas weU on this lease or on acreage pooled therewith but gu is not being sold or used; Lessee may pay w 
it 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 termi nate and it win be considered that gas is being produced from 
this lease In paying quantities. Payment or tender of said shut-in gas royalty may be mad̂  by check ct draft of Lessee mailed or deUmed to tbe p 
payment is due. Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oQ and gas shaU be computed 
after deducting any soused. . . . 

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 diem, with other land, lease 
or leases in the immediate vicinity thereof to tbe extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do so in order property to explore, or to develop and operate 
said leased premises in compliance with the spacing roles of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, ia tbe Judgment of Lessee, promote 
the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in area, and units pooled for 
gas hereunder shall not substantially exceed in area640 acres each plus a tolerance of 10% thereof, provided that should governmental authority havingjurisdicdon 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 pottion thereof as above provided as to dl maty Tbe units formed by pooling as to any 
stratum or strata need not conform In size or area with (he unit or units into which the lease is prô  
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 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 exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and tbe pooled unit may include, but it is not required to include, land of leases upon which 
a well capable of producing oil or gas In paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have IhrWofue been '"*"< 
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 mis 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, shaU be considered as operations for drilling 
On Or production fff All md gat from lind fAVftH *y tWt I " " ™>r»l*~r nr nnt thu w t l nr iwl l i hn liyjtwl rm the pmmliwi envtmri hy thit I M K , mr.A rtm onrim m^rrtp. ftrnrlhujng | w h ffllft PT imltl. 
as to oil and gas, or either of them, as herein provided, shall be treated fcf all purposes, excer̂  
For the purpose of computing the royaldes to which owners of royalties and payments out of production and each of them, shall be entitled on production of OD and gas, or either of them, from the 
pooled unit, there shall be allocated to die 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 unU after deducting 
that used for operations on the pooled units. Such allocation shall be on acreage basis-that ii to say, there shall be allocated to the acreage covered by this lease and Irrbided 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 aiid gas, weitbn of t 
by this If nn> and Inc faded in ttw writ Jwt *« thwigh tn«h pmAierinn were fmm tuch Isnd. The production from an oil well will be considered production &om the lesM or oflrJOoledimU from which 
It it producing and not as production from a gas pooled unif, and production from a gas welt will be considered as production from the lease or gas pooled unit from which kU producing and not 
from an oil pooled unit. In addition to tbe foregoing. Lessee at its option is hereby given the right and fjower from dnie to time to commit said land cc any pan crfomiadon or rnineral 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 tbe New Mexico Oil Conservation 
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gu allocated to such land under 
tbe 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 shaU be filed with the New Mexico Oil Conservation 
' Commission, or other 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 tad reflecting 
the commitment thereto, and tbe 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 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 orfor drilling or reworking of any 
additional well areprosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter u oftor guisprodticedfromseidlerjd,orfrom 
land pooled therewith. If, after die expiration of tbe primary term of tMs lease and after oil or gu Is produced from taid lan^ 
any cause, this lease shall not terminate If Lessee commences operations for drilling or reworking within 60 days after tbe cessation of such production, but shall remain ia force and effect to 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 thereafter aa oil or gat it produced from said land, 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the ternu hereof, nuty be disolved by Lessee by 
the county in which the leased premises are situated at any time after the completion of a dry bole or the cessation of production on said unit In the event a well or wells producing oQ or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining tbe lease premises, or land pooled therewith. Lessee agrees to drill neb 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 tbe 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 aU pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now on laid land 
without Lessor's consent 

7. The rights of either parry 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 afrotrr",h>H, shall operate to enlarge die obligations or diminish tbe rights of Lessee; and no change or division in tuch ownership than be binding on Lessee 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 liistnimerit or Irutruments 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 owoer of this lease or of a portion thereof woo commits such 
breach. If tlx or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by aU tuch parties 
designating an agent to receive payment for alL 

8. Tbe breach by Irift of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of tbe 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 
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 tbe compliance with the obligations 
Imposed by virtue of this instrument After tbe 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 tep̂ red to drifl more than one weU per forty (40) acret of tte 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 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 iu option may discharge any tax, niertgagew other 
and in event Lessee does to, it thai] be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without impairment of Lessee's right 
under the warranty in event of failure of title, it it agreed trial if Lessor owns an interest in tte 
Lessor shall be reduced proportionately. Should any one or more of tbe parties named as Lessors fail to execute this tease, it shall nevertheless be buclmg upon . 
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 gu 
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 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 lease ' 
shall be extended while tnd so long u Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gu from the leased premises; and the 
time while Lessee Ii to prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

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

C l i f f o r d Cone 
Lessor 



INDIjyroTJAL ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 
County of } ss. 

This instrument was acknowledged before me this 

by Clifford Cone 

My commission expires 

Notary Public 

CORPORATION ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 
County, of • } 
This instrument was acknowledged before me this 

by : : 

of ; 

on behalf of said corporation. 

My commission expires 

as. 

•4-
Notary Public 

corporation 

STATE OF 
County of _ 

DIVIDUAL ACKNOWLEDGEMENT 

This instrument was acknowledged before me ti|s. 

by : . : : r -

My commission expires 
Notary Public 
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1 9 l • - 1 •Jti'i 
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PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

s. p. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE P R E S I D E N T 

R A N D Y Q. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

December 9, 1997 

Mr. Clifford Cone 
P.O. Box 1629 
Lovington, New Mexico 88260 

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 

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 I 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 

JZJ1 

JAN 2 3 1S98 

RB/ljf 
enclosures 

01/21/98 

Dear Mr. Bullock: 

Robert Bullock 
Landman 

ET5-60-36-025-3A-M 

Certified Mail: P 371 217 560 

In a follow-up to our telephone conversation, I am interested in participating 
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 lands, i t is 
Townsend Unit has no affect on the lands in Section 2. 
a 0.5 acre mineral interest in the SW/4SW/4. 

my position that the 
I believe that I have 

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 uncertain of my 
decimal interest and the amounts which I am agreeing to executing the AFE. 

Sincerely, 

Clifford Cone 



M A R T I N Y A T E S . Ill 
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F R A N K W. Y A T E S 
1936 - 1 986 

kTES 
PETROLEUM 
CDRPDRRTIDN 

CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

S. P. Y A T E S 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

December 9, 1997 

Mr. Kenneth G. Cone 
P.O. Box 11310 
Midland, Texas 79702 

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 

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 I 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 

Rooert Bullock 
Landman 

RB/ljf 
enclosures 



Z 351 t,T3 3M1 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

Sent to 

<enneth G. Cone 

W\m)*%2k&<&^<& / 02 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

. Return RecetfStowing to Whom, 
Date, & Addressee's Address 

TOTAL Postage & Fees $ 

§ € 
c 
o 

SENDER: 
•Complete It^rna 1 anoVor 2 tor additional services. 
•Complete Heme 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach thia form to the front of the mailpiece, or on the back if space doea not 

permit 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
• The Return Receipt wil show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
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3. Article Addressed to: 

Kenneth G. Cone 
P.O. Box 11310 
Midland, Texas 79702 

4a. Article Number 

SSI cW3 3V/ 
4b. Service Type 
• Registered ,0 Certified 
• Express Mail • Insured 
• Return Receipt for rterchandise • COD 
7. Date of Delivery 

' St. 
e 

IE 
3 
O 

5. Received By: (Print Name) 

6. Signature: (\ 

X 
Agent) 

8. Addressee's Address (Onfyif requested 
and fee is paid) M r 

PS Form 3811, December 1994 102595-97 B-0179 Domestic Return Receipt 
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0TE5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 S O U T H F O U R T H S T R E E T 

ARTESIA. NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300" FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMFD 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 Q $74007day + $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 DSTs 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 591,1001 807,700 

"WGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" ^ 4 5 0 ' 7,600 7,600 

8-5/8" Q 4650' 56,500 56,500 
5-1/2" @ 12,600' 93,000 

930-030 Tubing 2 7/8" (g> 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 | 66,100j 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY ' DATE 



VroduurtWk^. Year Lease) 5-96 (One YEAR PAID UP LEASE) Fonn34J 
OIL AND GAS LEASE Hall-Poĉ rh Press, Inc. 

Roswell New Mexico 
THIS AGREEMENT made this ^ t h ^ o f December „ 9 7 

Kenneth G. Cone, LESSOR; and YATES PETROLEUM CORPORATION - 70%," YATES DRILLING COMPANY -
10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC.' - 10%', a l l New Mexico 
Corporations, LESSEE, — 

• - . Lessee, WITNESSETH: 
1. . ^ . n ^ r i H ^ n f T e n a n d n o / 1 0 0 • T u n ~ 

« 10.00 1 in hand paid, of tne royalties berein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively onto 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 L e a County, New M e x i c o ' , te-wte 

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 dme of 
production of ail or gas and without further payments than tne royaldes berein provided, and notwithstanding anything else herein contained to tbe contrary, dus lease shall be for a term of 1 years 
from this date (called "primary term") and as long thereafter as oil or gas it 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,. u< 1 /4 of that produced and saved from said land, tbe same to be delivered at the weUs or to the credit of Lessor into the pipe line to 
which the welUrnay be connected; Lessee may from time to time purchase any royalty oil to its possession pa)dng tbe marta 
purchase; (b) on gas, including caslpthead gas or other gaseous substance, produced from taid land, and sold, or used off the premises or for the extraction of gasoline or other product therefrom, 
the market value at tie well of, ' 1 / 4 . . .ofthe gas so sold or used, provided that on gas sold at tbe wells the royalty shall be 1 /4 - ntttm tmfflrr*»»i1h,i»fl from tnrh trie; while 
there is a gas well on this lease or on acreage pooled therrwim but gas is not being sold or used, Usseernay pay or tento 
is shut in and thereafter at annual intervals the sum of $1.00 per acre, and if tuch paynient is mad̂ w tendered, thU I 
thit lease in paying quantities. Payment or tender of said shut-in gas royalty may be madeby check or draft of Lessee rnailed or delivered to tbe p 
payment is due. Lessee shaU have free use ofoiL gas, coal and water from said land, except water from Lessor's wells, to alt operation! hereunder, and the royalty on ofl and 
after deducting any to used. 

4. Lessee, at its option, is hereby given tbe 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 stirnuated, when in lessee's judg 
taid If MM prrmlst In T H " " 1 " with the spring nilrs ftf thn Nf" M—i"" "il l"vnt»rYnti"n ~ "'*•»«• ltrvfr1 "tttmri'y ft whm tftdnni wtntlrl. In rhejndpnfflit of l.fiieno. jaroinotn 
the conservation ofdl and gas u and utider and th^ from said premises. 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 640acres each plus a tolerance of 10* thereof, provided that should governmental authority having jurisdiction prescribe orpermit tte 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 at to any 
stratum or strata need ix)t 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 tbe rights of the Lessee hereunder to pool thit lease or portion! thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which tbe leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Lessee may at its election exercise its 
pooling tTtJon iftrr CTOimfrlfg "p*""*""' f r r " mmplering an nil nr p» well on the \mrA premises, and me pooled unit may Include, hit It Is nm rajilreit tn liyJnA., \mrA nr fafff gym WnMl 
a well capable of producing oil or gu in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gat haw theretofore ben •mmnr^ 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
filing ŷ ry r^rnrnfj^fArrt^rh prtvhirrinn w«i teenred before or after the execution of this Instrument or the instrument designating the pooled rmlt, shaU he coatlderBn'« flper^rinm ferAming 
on or productioo of oil and gas from land covered by this lease whether or not tbe weD or welJs be locan^ 
Bl to Oil md gat. Or cither ffthfm. tt nrrfn rwnulM «lwtt h» m»iir«t frimll ptrpiwi, nrrnt the payment nf myalrici nil pmdiirtinn ftrnn tbe pnnUiH turfr, «i If ttm mm m—, tiJfrdxt tn ftfa 
for the purpose of csmptmng the reyalto»wMchown« of royalties and payirsatt 
pooled unit, there shaD 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 tte 
that used for operatioris 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 uxindedin tbe pooled unit that 
pro rata portion of the oil and gat, or either of mem, produced from tl»er l̂edurdtwM<Atl*num 
of surface acres included in the pooled unit Royaldes hereunder shall be computed on the portion of such production, whetlier it be oil and gas, ^ 
by this Htf tntf fahr***'" «*•« rmhjmt mt Hmngh tuch production were from tnrh land, T1» production from an oUweUwiU be considered D 
it is producing and not at production from a gat pooled nrdt; and production from a gas weUwiU be considered 
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 forniatlon or rmneral 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 On 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 ofl or gas allocated to such land under 
the terms of any tuch agreement or plan of operation, which basis ihall be the tame by which the royalty due the United States or the State of New Mexico is computed tnd 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 tbe New Mexico Oil Conservation 
Commission, or other lawful authority, and Lessee shall record in tbe county in which the leased premises are situated, an instrument describing such agreement or plan of operation and reflecting 
tbe commitment thereto, and tbe same may be recorded either before or after the completion of wells. 

5. If at the expiration ofthe 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 bole thereon within 60 days prior m tbe end of tlte primary tenris, the lease sl^ 
additional weU an prosecuted win IM cessation of more 
land pooled therewith. If, after the expiration of tbe primary term of û s lease and afW oil or gas is produced from said land, or f^ 
any cause, thit 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 so long 
as tuch operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gas, to long thereafter as oil or gat it 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 
tbe 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 theevent a well crwefis producing oil or gu In 
paying quantities should be brought in on adjacent land and within 660 feet of and draining tbe lease premises, or land pooled therewith. Lessee agrees to drill such offset well or weUt as a 
reasonably prudent operator would drill under tbe 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 ban now on said land 
without Lessor's consent 

7. The rights of either parry hereunder may be assigned in whole or in pan, and tbe provisions hereof shall extend to their heirs, successors and assigns but no change or division In ownership 
of the land or royaldes, however accomplished, ihaU operate u enlarge tlieobUgationt or diminish tte 
thirty (30) days after Lessee shall have been furnished by registered U.S. mall al Lessee's principal place of business with a certified copy of recorded iristnmiert or 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 tbe owner of this lease or of a portion thereof who commits such 
breach. If tlx or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrument executed by aU tuch parties 
designating an agent to receive payment for aU. 

8. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of thit lease nor cause a termination or revision of tbe 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 nodfy 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 tuch notice in which to commence tbe compliance with the obligations 
Imposed by virtue of this instrument After me discovery of oU or gas in paying o^tities on said rtremises, Lessee shall devel^ 
but in discharging thit obligation it shaU In no evert by lequh^WdnTlrnore than one weU per ro 
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 trial Lessee M its option may discharge any t ^ 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same aod apply royalties accruing hereunder toward satisfying same. Wlthom impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed that if Lessor owrrs an interest in the oil or g^ 
Lessor shall be reduced rjroportionately. Should any one or more of the parties named as Lessors fail to execute this lease, It shall neverthelest be binding upon the party or parties executing tbe . 
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 gu 
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, role or regulation of governmental 
authority, then while so prevented, Lestee'i obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages for failure to comply therewith; and Ait lease 
shall be extended while and to long as Lessee Is prevented by any such cause from conducting drilling or reworking operations on or from producing oU or gu from the leased premises; and die 
time while Lessee it to 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. 

Kenneth G. Cone 
Lessor Lessor 



INLfVIDUAL ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 

County of ; jsSr 

This instrument was acknowledged before me this, 

by : , L 

My commission expires f 

Notary Public 

STATE OP NEW MEXICO, 

County of ; 

This instrument was acknowledged before me this 

by : 

CORPORATION ACKNOWLEDGEMENT 

of • 

on behalf of said corporation. 

My commission expires 

as. 

corporation 

Notary Public 

rVLDUAL ACKNOWLEDGEMENT 

STATE OF . TEXAS 

County of }jss. 

This instrument was acknowledged before me u|is. 

by Kenneth G. Cone 

My commission expires 

Notary Public 
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M A R T I N Y A T E S . I l l 

1 91 2 - 1 9 8 5 

F R A N K W Y A T E S 
1936 - 19H6 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

s . P Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 
P R E S I D E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G. P A T T E R S O N 
S E C R E T A R V 

D E N N I S Q. K I N S E Y 
TREASURER 

February 12, 1998 

Mary Irwinsky 
4404 Odessa Avenue 
Ft. Worth, TX 76133 

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 

Dear Ms. Irwinsky: 

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 I 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/ljf 
enclosures 



Z AID 31b 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

fvlSry Irwinsky 

SnaJft MMSC?53 Avenue 
Ft. Worth, Texas 76133 
Post Office, State, & ZIP Code 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom 4 Date Delivered 
Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

TOTAL Postage 4 Fees $ 
Postmark or Date 

o 
o 
co 
CO 
£ 
o u. 
co 
a. 

h 
«5 
s 
te 
e> 
i £ 
c 
o 

SENDER: 
•Complete items 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

3. Article Addressed to: 

Mary Irwinsky 
4404 Odessa Avenue 
Ft. Worth, Texas 76133 

By: (PrMtName) 

: (Addressee or Agent) 

PS Form'3811, December 1994 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

L 8 

Q. 

4a. Article Number 
DC 

£ 
4b. Service Type 

• Registered f Certified, 

• Express Mail Insured 

• Return Receipt for Merchandise • COD 

7. Date of Delivery 

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

3 
o >> 
s t 
c « 

102595-97-B-0179 Domestic Return Receipt 



PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO83210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-3434) 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP-D WELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days (js $7466/day + $40k mobilization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 

Drill Stem Testing, OHT I^lEZZZIZZZZZZZZZZZl 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" ^ 4 5 0 " 

Tubing 1JB"3.1^9.9L 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
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 66,1001 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 t Operations 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Vroducu, 88 Re%l Year Least) 5-96 (One YEAR PAID UP LEASE) Form345 
OIL AND GAS LEASE Kill-PoQTbnibPRti.ioc, 

Roswell, Now Mexico 
THIS AGREEMENT made thia 12th. _ _ _ _ _ ^ 0 , F e b r u a r y . 19_L££jbetween 

Mary Irwinsky, dealing in her sole and separate property, LESSOR; and YATES PETROLEUM • 
CORPORATION - 10%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION— 10%, MYCO 
INDUSTRIES,...INC. -.10%, a l l New Mexico corporations, LESSEE, 

1. I^meaeititerarinnnf T e n a n d n o / 1 0 0 • • 1- . . ^ 
in OA . —: pouan. 

(* J - U , u u ) fa hand paid, of me royaldes r̂ tea provided trxlrf die txrcernentt • 
purpose of investigating, exploring, rjrospecting, drilling and mining for aod producing oil and gas, laying pipe lines, building roads, tanks, power stations, telepbooe Hoes tad other itractiirBi 
thCT^aalorj. over and ac t̂andaowaedy 
the following described land fa L e a ; County, New Mexico • . .. f 

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 tbe discovery, development cc cessation at any time of 
production of oil or gas and without further payments than die royalties herein provided, andjiotwithstanding anything else berein contained to the contrary, this lease shaU be for a term of. 1 years 
from this date (called "primary term") and as long thereafter as oil or gas is produced from'sald land or land with which said land it pooled hereunder. ' 

3. Tbe royaldes to be paid by Lessee are: (a) on oil,, of that produced and saved from said land, tbe same to be silvered at tl»weIU« to the credit of 
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, paying the marlai prirafthqjff»-pm"fii''g far *« tVM whore prodnwd on thedite of 
purchase; (b) on gas, Including caringhead (a* or other gaseous substance, produced from said land, and sold, or used off tbe premises iWcctM extraction of gasoline or ether product (herefrom, 
Ihg rrnrlrer vilua tt tha writ of , 1 / Vi nf tra |« iasnMnru^ni««Medm«tnnp^ ' of the anUOntreaHzedfrcmStlch Sale; whDs 
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, an ar before ninety (Wt) it»yi *trnr rha Amt* M'Hl ITM Wf 11 
is shut in and thereafter at annual Intervals tbe sum of $1.00 per acre, and if such payment is made or tende 
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 tbe parties frrltW thereto on or before tbe data said 
payment is due. l.fiteo 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 aad gas shaU be j^ypitH 
after deducting any so used • \ J . • . . . . 

4. Lessee, at its option, is hereby given tbe 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 tbe lnmedlate vicinity dierecftothe extent, hereinafter sdpulate4 
said leased premises io compliance wlm d»spactag rules of the New Mexico M 
thewriservationofoUandê taasd iMti priMarl far «n naftmAw tn.it «n mn̂ nri.tty lit f^ff huret, tnd tmltl pooled for 
gas hwwmriar ihitl not mhsfmrlirty exceed In area 640 acres each plus a tolerance of 10% thereof. praviiirA thit lhraiM gnvrrnmantil mtWfy ri«v<ngĵ Tti/fl̂ nf) prftfrfbl 0T Mrffilt the CTfttion 
o f uni ts larger than those sprdflryf, ttaita thereafter created may conform substantially in siie with those prescribed by governmental regulations. t̂ ^mvfffihepBn^Mi-rwntof may pool or 
combirje acreage ccwred by tbfr "n>eimittfbrmedby pooling u to any 
stratum or strata need not conform fa aiae or area with the unit or unite fato 
gas units. The pooling in ooe or more Instances shall Dot exhaust the rights ofthe Lessee hereunder to pool this lease or portions therecf into orJxrrjnits. Ltfseesb f̂Uo for record in the 
appropriate records of tbe county in which tbe .leased r̂ remlses are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at Its election exercise its 
p i l i n g nprinn . f W rnnnm>nrlng ( J W H I M I farnr enmptarlng «n nil nr p i well nn lha lasted premliai, %nA lha nnnlwl nnlr may Inelitrln, nntlt ft n/^r»rplrH Iff 'nafciA^ t « i f nf frf f f l —ftn yrHfh 

a well inpntttii nf prrvftiflnf nil nr p t In paying qnanrlries has theretofore been completed or upon which nparirinni far lha drilling nf m wall far ntt nr p f frgyf Ittf Wrfffflftt frffn f"rr»P*naf >f 
Operations for drilling on or produedofl of ell or gu from any part of the pooled unit which includes all or a portion of the land covered by trus lease regardless of whether socfi operations for 
drilling mrmwwwH nrptrh prnAirrlnn wis incured before nr after tha execution nf. this Instrument nr tha Initmment netlpurlpg th* pnnladHt, IrffH bo f"ntMfWnf Mflpariflonj fofdrlllillg 
rn rr rrMiirrirtn ftf f 11 srrrrl fit fmn Iwrtrl fTfvrr1 !y ^^iKrr nr nnt ttm w>n nr wilt n» itv«»/t nn IK» pn.mit»« f~.f^ hy i f M r i tnrt (hn ftnrir ~-~«gt ̂ "'MlHiffffh Vfllt rtf rnittr. 
astooilandgas,ordtnefofth«in,ubensfa 
For the purpose of ccmputing tbe royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil as^f^o^ 
p"!"! unit, thm thai! Nt B I O C T * " ' " ^ "WWPH 'M« l « « «nd Inelmterl In said unit» pm rmtt pnrrtnn nf th* nil *nA gut, nr rlthwnf th>m, pmAim<f fryq ttierooMlinlt iftftrderjBCrlng 
that Used for Operations 00 the pOOled Units. Snfh .llrw.rinn tn«H K> nn » r r r » p hmlt-that tt tn My, thrrrt inall h> «11rv«rf A in lh« «i-r>«|n WYIWMI Ky fnl. \mmf» f H ItHlHwl fa m« PffOlfd MBit thit 
rr"nttnr^onirfthfl"nstHgai.^fl^^'^'".r««v^i^ 
of rarface acres icclrjdedfa tbe pooled urns. Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of them, so .ftyv̂ M to the land covered 
by this lease and inchidedm tbe unUlost as thoopsu^ The production from an oil well will be considered r*odnction from tbe leasew 
ltisprc<iudngandi>otMpsPclitctto 
from an oil pooled unit, In addition to (be foregoing. Lessee at its option Is hereby given the right and power from time to 
covered hereby to any ccoperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by tha New Mexico Oil Conservation 
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor fiereunder shall be cornputed and paid on tbe biM 
the terms of any such agreement or plan of operadon, which basis shall be the same by which tbe royalty due the United States cc the Stats of New Mexico is ccmpcitd tod paid, TWt rfifir ihnll 
not expire during tbe lite of such agreement or plan and shall be subject to tbe terms thereof and said agreement or plan of operation shaD be fifed win the New Mexico OQ Crjfiservition 
Commission, CToto lawful aalhorl̂  
the commitment thereto, aad tbe same may be recorded either before or after tbe completion of wells. 

5. If at tbe expiration of tbe primary term ciU or g« is M 
CTlhall hSYB fWrrflftrd I dry hfflf rrtffrwtl WftW" **y* prl"f ln* r n A n f , h » pimtry ttrmt, rha l«tn ihnll mrruln In fnmn in Inng ml nnrmjnnx na uAA mil nr far «MMng «Wrw»rtrlng nf mny 
additional weU are prosecuted wi& M 
land peeled therewith. If. after fhe cxpirâ  or gas is produced from said land, ccfrcm land r<xalri 
any cause, this lease shaD not teniilnstelfUsseecormnea 
as such operadoM aw prosecuted wim no cessation 
or from land pooled therewith. Any poolfd unit ifrt'g"**1^ h y 1 " m r A t m with iha tamu harenf, may ha rlltintved hy I^ssea hy liaMtmwit fllnrl for raeerd la the ajratiprlata leenrds of 
the county in which tbe leased premises are situated at any time after tbe completion of a dry hole cc the cessation of production on said unit Ia the event a well or weSs pnidudng oil or gu in 
paying quantities should be brought In on adjacent land and within 660 feet of and draining tbe lease premises, or land pooled therewith. Lessee agrees to driQ such omet well or wells u a 
reasonably prutlent operator wouMdrin under the Lessee may at anytime execute aod deliver to Lesser orplaMofmoordateleiMornaaâ  
or portions of the above described premises aad thereby surrender this lease as to such portion or portions and be relieved or all obligations tt te tbe acreage luiteudeied. 

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 lind, Incrndlng tbe 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 now on said land 
without Lessor's content 

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 ind ttrlgni but no change or division in ownership 
o f the land or royaldes, however «^-~T"'>^'1 shall operate to enlarge the obligations or diminish tbe rights of Lessee; and no change or division in such ownership shall bo binding co Lessee until 
thirty (30) days after Lessee shall have been furnished by registered US. mall at Lessee's principal place of business with a certified copy of recorded fastntment or Instrnments evidencing si ma. 
In the event of asrignment hereof in wbole or In part liability for breach of any obligation hereunder shall rest exclusively upon tbe owner of this lease or of a portion tbereof who conmts such 
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment tbereof unless and until furnished with a recordable instrument executed by aD such parties 
designating an agent tn receive payment for aU. 

8 The breach by Tftt*" of any obligation arising hereunder shall not work a forfeiture cc termination of this lease nor cause a ternunadoo or revision of tbe estate created hereby nor be 
grounds for cancellation hereof ia wbole or in part In the event Lessor considers that operations are not at any time being conducted in cccnpliance with this lease. Lessor shaU notify Lessee in 
writing of the facts relied nponttCCMttl̂  
Imposed by virtue of thuinsttttn^ 
butinaschargusthbet̂  ' 
c ne well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gu in peyinjĉ uaatities. 

9 î ccherebywarrantsaadagreestoclefeadû  
i n d l n ^ n t T . „ „ * l, tn.n na mhmrmtad tn rneh Sen with the right to enforce same and apply royalties accruing tercundcr toT ŝadsfyisKsama. Wirr̂ lrrir̂ rraent of Lessee's riiju 
under the warranty faaventcisaiTtiw 
Lessor shall be reduced praportioaately. ShpuMaiiyoneorirjoreof tbe pardes named uUssorsfaU to execute • 
same. " ' " 

* i 

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 oilorgsi 
therefrom by reasonofseardtyof or inability to obtJaw to uŝ  of force majeure, any rederal or state law or any order, r ^ 
authority, then while so prevented, Lessee's obUg^n to wraplywim such Mvenant shall be su^ 
s hal I be extended while and so long as Lessee is prevented by any such cause from conducting drilling or reworking operations on or from prorJuciag oH«<gas from the leased premises; and tbe 
d me while Lessee is so prevented shaU 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. 

Mary Irwinsky 

SS# 
Lessor Utter 



INDrrafUAL AC^Omja>GEMENT 

STWTBOPNBWMBXICO, 

County of • } ss. 

This instrument was acknowledged before me this ^ 

by 

My commission expires 

Notary Public 

S i m OF NEW MEXICO, 

County of ' • • 

CORPORATION ACKNOWLEDGEMENT 

| ss . 

This instrument was acknowledged before me this _^ 

by 

of. 

on behalf of said corporation. 

My COTntnMbn exr̂ res, 

\ as 

corporation 

f 

T 
Notary Public 

STATBOF ' , •• 
County of 

INDIVIDUAL ACKNOWLEDGEMENT 

|ss, 

•This mstrument was acknowledged before me thisL 

by , Mary Irwinsky, dealing in her 4ole and separate property 

My commission expires 

Notary Public 

8 

i 

! 

ON 

z 

&• 
8 

a a 
ft Z 

•8 

a 

ffl 



M A R T I N Y A T E S . I l l 

1912 - 1985 

F R A N K W . Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 

PRESIDENT 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

February 12, 1998 

Constance Cobb Keen 
4915-D 94th Street CERTIFIED MAIL 
Lubbock, TX 79424 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. 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 return the AFE to our office, and I 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 

Rofjert Bullock 
Landman 

RB/ljf 
enclosures 
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SENDER; 
•Complete Items 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
•Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach thia form to tha front of the mailpiece, or on the back if space does not 

permit. 
•Write'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt win show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. D Restricted Delivery 

Consult postmaster for fee. 

t 
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e> 
a 

i 
o 
cni 
01 
UJ 
cc 
a 
a 
< 
z 
cc 
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3. Article Addressed to: 

Constance Cobb Keen 
4915-D 94th Street 
Lubbock, TX 79424 

4a. Article Number 

z_ <Ate SlO 395 
cc 
c 

4b. Service Type 
• Registered 
• Express Mail 
• Return R 

Insured 
for Merchandise • COD 

e> 
CC 
at 

5' 
a 

a 
o >> 
c a sz 
y-

5. Received By: (Print Name) 

6. Signature: (Addressee/or Agei 

t»4 

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

PS Forma811, December 1994 102595-97 BO179 Domestic Return Receipt 



fl"E5 
PETROLEUM 
CORPORATION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO882IO 
TEUEPHONC ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

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 <a> $7400/day + $40k mobi l iza t ion 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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920^190 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100| 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" j3j 450' 

„ . _ „ _ . . . 

Tubing ?JIK3.1^.9L 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
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 66,1001 405,500 

TOTAL COSTS 657,2001 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Prod'u«TjraReY,lYetrLeut)5.96 (One YEAR PAID UP LEASE) p^y, 

O I L AND GAS L E A S E HaQ-Poorbtugh Press, Inc. 
RonrelL New Mexico 

THIS AGREEMENT made this. 12th ^ o f F e b r u a r y . lSL_Eijtoweeo 

Constance Cobb Keen, 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%, a l l New Mexico corporations, LESSEE, ' . 

_ , O-eiiee, WITNESSETH: 
1. irutwinfornMrrttJwiM Ten and no/100-
m nn : " : • .Popart 

3 u _—)ln hand paid, of the royalties berein provided aod ofthe agreement! of Leasee herein contained, hariy ynwt, Umm* w i ^ ^ t J ^ f r , , ^ f fwi for ttn 
purpose ofirrvettjgatfag. exploring, protpecting. drilling and mining for and producing oil and gat, laying pipe lines, building mads, tanks, power stations, telephone lines and other ttreenoas 
thereon and on, over s^atroa lands owned c r c l ^ ^ 
the following described land fa L e a ; . County, New Mexico .. .•' ., to-wit: 

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

2. Without reference to die commencement, prbtecudon 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 eat and without further payments than the royalties herein provided, and notwithstanding anything elm herein ennniliwt tn maam.tr.ry, rM. i . . t r , n i r | H for a term oT 1 yean 
from this date (called '̂ idmary term") and ax long thereafter ai oil or gas it produced from'taid land or land with which uid land ii pooled hereunder. ' 

3. Tbe royaldes to be paid by Lessee are: (a) on oil, of that produced and taved from said land, tbe same to be delivered at tho wells or to the credit of Lessor into the pipe line to 
which the wells may be crmnected: Lessee may from tiros to time purchase any royalty oil la Its possession, pavin g the market price"thrrf fnr prevailing for tha flafrf wham nrodtifwl on ifo d.t« nf 
purchase; (b) on gas, including caainghead gu or other gaseous substance, produced from said land, and sold, or used off tbe prenttWcWcctf̂  extraction of gasoline or other product therefrom, 
the market valua at the well of . 1 / 4 of tha putfl loM nr ii wt. prnvirWt ihut nn p i inM at tha waft, tha mylty .h.tl h . ' I / L. ' nfthaamrWPfr«.llT«a' fmjn, r^h, n \ y whit* 
there Ii a gas well on this lease or on acreage pooled therewith but gas is not beint. told or used. Lessee may pay or tender as royalty, on or before ninety (on) rbyi ifWrHa nn whHt ttl<i vtr\] 
is ihut In and thereafter at animal Interval! tha mm nf SI per acre, anrtlfmeh payment la mana nr tendenvt, ihli leaia thatl ant tarmln.*. I; aft] rW TjntMtWd thfltgtt l l H " g r » ~ V H ft™ 
this lease in paying qMtnrlrlet. Baymenter tender of laid ihnt-ln p i myaltv may ha mane hy enact or draft nf lenea mallerl nr riVHvara/1 tn maparrla. aar»H«4|h)pfftn«i nf frffrra tfk*A.t. *%IA 
payment l l due. f M M ihall ha«« free m nf nfl, p i , cnal and water fmm M M land, eTrept water fmm Telinr'a wi l l , fnr »H nnaratlnr,t h*r~™A*r and nSafnyly nflofl tint |aa »*H1 rm npmrytf* 
after deducting any so used. • :'••'>. 

4. Lessee, at its option is hereby given tbe dght and power u pool or combine the acreage covered b̂  
releases to the immrjdlatBvidnfo 
i»MI»»«adrin»frrft.al»nnr>mBaT^«r^ 
the COIUervadc^of OU and gas fa and Under and that may be produ^ Ilnltl ponied for nil hrrraiivv-r ihall nnt mh«t«nri«ny rrmri ifl arret ftrtt hi r**t. Hid Wwln'pnnV^ fnr 
p i hwwuwter ihill net anhataimafly areaed In awe 6it\ mar* each phu a tolerance nf IfMh merenf. rmvidtA mat ihnnM gnvernmental .nthnrlly rUvtarjnH./11ar|nn prfffrfKf ormmltthe Otltlffll 
of uni ti larger than those specified, units thaeafter created may conform substantially in the with those prescribed by governmental regrjadoas. Lt^mmieifatmMeawtnclttmjpotAot 
combine acreage covered by d& lease, c* any pcrion thereof as above p Tbe nafai formed by pooling u to any 
itwhim nr inita naad not eenferm fa aha nr area with tha unit or unlti Into which the teaia l l pooled or eamhtned at te any nther ttrnhim nr Urmtm, mnr] i>f| fflf^ Bead DPtfWlfflrm M tl> arfl with 
gat units. Tbe pooling In one or more Instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof Into other nnmy Ixsaee shantfc for record in the 
appropriate records ofthe' county In which the leased premises are ti mated an Instrument describing arid designating the pooled acreage ai a pooled unit Lessee may at its election exercise its 
pnnllnp nprinn«fh>rgnminrjirlngnrierallnMf^ 
» wil rjpuhlfl nf nmdndng nil nr pi In pavtn| quanliriei hat therernfom been completed or upon which iaperarioni fnr tha drilling nf a wrM fnr nfl nr pi hn* itimtnfirf ^»f«n 1s~>tmfTtff A 
Operationi for drilling on or rjroriuction of oil or gu from any part of the pooled unit which includes aU or a portion of the land covered by this lease regardless o/wlietber inch operations for 
drilling rrnnrrmnrrA nr mnli pnvliigrinn wmt tetmrA hefnre nr after the eteairinn nf thli liutniment or the Inilrument n>jlgmrip| lhapnnlwt nwtt, th.tl honnntj/f^ n r/ptnfim ftf Prilling 
On ir frMllftl'ffl flf nfl trklpi frrrni l,fwf fWrf* rythlt U*tr> wnrlhfrnrnnltr*nf iwllt h# \nrmtrA nn th> pf>niltiM m-jrrrA hy tht|t"*!thflfmtlp«"*fgftfmnllHllltijrmhprr^ltt 
<n tn nit tnA pi, nr»lrhi-r nf thgm, mm herrin r^rovided, ihatl he treated for all purpoiei. acept the payment of royaltiei on production from iha'pnolarl nnlt, M If tfia tarwa»am1tM»hvU4 In rMf 

Forther̂ rrpoteofcomptaingtberoyaMesto 
nnnUA unlr, lhawi .h.TI ha allnnatwt tn lha 1«nH covered hy thli lew, and Included In laid unit a pro rata partlnn nf the oil and gu, or either nf them, prnAinad fmm lha jnnUA yrAt «n«r «t«fh|f^pf 
that used for operations on the pooled units. ««~>«><n« ih»n h. «».>-r..t. h.̂ »̂h«t i, tn t«y, th>m ih.n h« ,nnr*t»A tn th« ****** hy frfi 1̂ .̂  trrl rnrImH Intrwmwlednnlt that 
P1^ r ' l f^rtlfll f f thit ?fl fllVl gllfj > t f l ' W " f * « ' " i pm*"-*"' fmm th, pnnlwt unit which tha nnmhar nf tnrfima M M mmrrA hy thli U»ia mrA tnriruUA 1w ^ r^MtnVf KMtfl totTW tfttll immbft 
of surface acres included fa the pooled tmlL Rtrjrâ iesliereunp̂ shaUbecompatedô  
hy thli Ifm» ind Indti'M In trw unttĵ t 1 tWgh "̂ h nmAnninn ww. fmm mrh tmii TripraiuctiOTfromanoUweU wlflte 
itisprodudngandnc<Mprodoctlontrnaaĝ  
from an oil pooled unit In addition to the foregoing. lustra at its option is hereby given the right and power from time to time to commit saicUand or any part or trrrMrton or mineral snhtttnee 
covered hereby to any eccperativB or tmh agre 
Commission or Other lawful gCWmnenrtl authority, tn mrh event, the myalty p«y«hla tn 1 eiinr hereunrlar ihall he computed and paM nn tha had i nf lha eft nf pa aTheaawf K> pvh hiyf nr.A,r 
theterrruofajryitjchaeTeen̂  lUs lease shall 
not expire during die Ufa of such agreement or plan and shall be subject to tbe terms thereof and said agreement or plan of operation shall be filed with the New Mexico OU Conservation 
Commission or other lawful aiahodrŷ  
th« comniitment thereto, and the same niay be recorded dmer before cr after there 

5. Ti at tbe expiration of tbe prJn^ tern 
or ihall have completed a Q?ryho>tlBre« 
additional weM are protected w& 
1 and pooled therewitJx. If, after the exptê  
°"y rmiif. thit lfMftthiniw4tfTn¥nf̂ lff " ^ < ^ ^ " ^ « ' T m r t " ^ 
as such operadons an prosecuted wim IM 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by lrotniment filed for record ia me appropriate records of 
the county in which the leased ravmises are situated at any nine after tbe completion of a dry bole or the cessation of production on said unit. fatheeveritawenorwelUptodocfageUorguln 
paying quantities should be brought fa on adjacent land and within £60 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to OxQIaiichofJfsKWBllorwellsasa 
r* wntibly rni4>nt qrriror'iwrtitfl <MTI <m4rr f- " «<mri«r etminwHineei. Lessee may at ariytims execute and deUver to Lessw 
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 tbe right at any time during or afha the expiration of this lease to rerrxrvea^ 
all casing. When required by Lessor, Lessee will bury ail pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bans now on said land 
without Lessor's content 

7. The rights of cltber party hereunder may be assigned fa whole or in part, and the provitioritrjereofshaU extend to thekbeir̂  
of the land or royalties, |ioweYttaceonmllslied,ilien 
iMfly fjn) f i n y l l f ^ i f t t « ^ 1 h ^ T | h « i i « y » i « i f i m ^ ^ 
Ln ihc evrnt of asrignment bereof fa wbole or fa part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion mereof wbo comrnlts such 
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable instrutsent executed by aU neb parties 
desi gnating an agent to receive payment for aft, 

8 The breach by T»tf« 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 nor be 
grounds for cancellatira hereof fa wbole or fa r«rt In the event Lessor conslden that operations are not at any time being conducted in compliance with this lease, lessor ihiTI notify Letiee in 
,^ r i n E „f t h f f^rfliHvr^Mf^^^"!**"^ irjll have sixty daviaftrjrecdDt of sTichnodcetowhlcb 
imposed by virtae of this Instrument After the discovery of oil or gas fa paying quantities on said pcrmltf i. Lessee shall develop the acre age retained hereunder as ateasocstbly pruto operator 
but In discharging this ceflgadMii shaD to ' 
c rx; well per 640 acres plus an acreage tolerance not to exceed 10* of640 acres of the area retained hereunder and capable of producing gas to pajing quantitiei. 

•'. V - • •' . .•! 
9 Î xscf hereby warrants and agrees todeierid the tit^ 

. [„' fy.nt 1 f nf* rtofi ft, It trmtl aAwtH *» «uch Ben with the right to enforce tame and apply royalties accruing hereunder toward satisfying tame. Without MrarfriwiBi of Lessee's right 
under the warranry in event of fallnratf 
Lessor shall be reduced proportionately. Should any one or more of tbe parties named as lessen fail to execute thU lease, it thafl . 
same. ' ' " .'• .' 

• > 
10. Should tfivf 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 

ihercfrom 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 oratry rxder, rule or tetTUatfan of(oveooxntal 
authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable fa damages for failure to comply therewith; and this lease 
shall be extended while and so long as Lessee is prevented by any tuch cause from conducting drilling or reworking operations on or from producing oflor gas from the teased rrattses; and the 
time while Lessee is so prevented shall not be counted against Lessee, anything fa this lease to the contrary notwithstanding. • 

IN WITNESS WHEREOF, this instrument Is executed on tbe date first above written. 

Constance Cobb Keen 

SS# 



INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 

County of • ^ _ } ss. 

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 this 

by. ; , _ 

of ' •"" /• •• • ' 

on behalf of said corporation. 

My commission expires „ 

as. 

Notary Public 

STATBOF -; 
County of 

INDIVIDUAL ACKNOWLEDGEMENT 

} •SSjj' 

corporation 

This instrument was acknowledged before me this 

j , v Constance Cobb Keen, dealing 

This instrument was acknowledged before me this 

j , v Constance Cobb Keen, dealing | in her sole and separate property • 

My commission expires • 

Notary Public 
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M A R T I N Y A T E S , III 

1912-1985 

F R A N K W . Y A T E S 
1936 • I 986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P Y A T E S 

C H A I R M A N O F T H E B O A R D 

JOHN A. YATES 
P R E S I D E N T 

PEYTON YATES 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
TREASURER 

February 12, 1998 

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

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 I 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/ljf 
enclosures 



Z l*H3 fllO 3TM 
US Postal Service 

, Receipt for Certified Mail 
No Insurance Coverage Provided. 

clfSHesM. Fuchtman 

F S&et8ttXr,rl<01O9 
Huntsville. AL 35801 

Post Office, State, & ZIP Code 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

! Return Receipt Showing to 
" Whom & Date Delivered 

L Return Receipt Showing to Whom, 
- Dale, & Addressee's Address 
> 
) TOTAL Postage & Fees 
) $ 
1 Postmark or Date 
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SENDER: 
'Complete items 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
•Print yCHjr name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

permit. 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt wil show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

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

4a. Article Number 3. Article Addressed to: 

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

4b. Service Type ^ 
• Registered ( & Certified 
• Express Mail u Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

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

7. Date of Delivery . 

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

6. Signature: (Addressee or Agent) 

8. Addressee's Address (Only if requested 
and fee is paid) 
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TE5 
PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO 88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMFDWELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920^40 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 a l t ^ ^ W ^ i ^ j [ + $4WmoWiza¥on"' 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 
Drill Stem Testing, OHT T D S T ' S ' 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100 807,700 

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" <SJ 12,600' 93,000 

930-030 Tubing 2 7/8" @ 12400' 35,000 

930-040 Packer & Special Equipment 8,000 

940-010 
940-020 
940-030 
940-040 

TOTAL COSTS 

Pumping Equipment 
Storage Facilities 
Separation Equip., Flowiines, Misc. 
Trucking & Construction Costs 

including $20,000 for electricity 116,000 
22,700 
25,000 
15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

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 DATE 

BY DATE 

BY DATE 



Producer! 88 Ren 1 Yetr Least) f-96 (One YEAR PAID UP LEASE) Fom345 

" O I L A M ) GAS L E A S E Hall-PoorbwIhPreu,Ijio. 
' Roiwtli New Mexico 

THIS AGREEMENT made thii 12th ^ 0 f F e b r u a r y . 19 9 8 t o a M > n 

Charles M. Fuchtman, dealing in his sole and separate property, LESSOR; and YATES 
PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY — 10%, ABO PETROLEUM CORPORATION- 10% 
MYCO INDUSTRIES, INC. - 10%, a l l New Mexico corporations, LESSEE, " 

1. Uuorfaceatldeaflonef Ten and no/100 • . : 
in nn • -IMI.™ 

($ 1U.UU )l»^P»MeftbeixryaItles . 
purpose ofirrvestigating, exploring, prospecting, drilling aod mining for aod producing oil and gas, laying pipe lines, building roads, tanks, power stations, telephone Uaei tod other structures 
thereon and on, over and acrou lands owaed or claimed by Lessor adjacent arid contiguous thereto, to produce save, take care of. trot. tTinipart/»nd own ..M .~< fr^gitT^y^" 
the following described land In L e a

 ; County, New Mexico • , . . . j 

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 tbe discovery, devdopment or cessation at any time of 
production of oil or gas and without further payments than the royalties herein provided, and jotwithstandiny anything elm herein mnnirmA tn thm rmrrty, thiT i » m I n , r | hp fori term of 1 yean 
from this date (called *̂ >rirnary term") and as long thereafter as oil or gas is produced from "said land or land with which said land is pooled hereunder. ' " 

3. Tr* royalties to be pdd by Lessee ire: (a) on oil,, of that produced and saved from said land, the same to be delivered at tbe weQs or to the credtt of Letwito tbe pipe line to 
which the wells may be connected; Lessee may from time to time purchase any royalty oil in its possession, payin g the market prinK-ihqyfry parting tn, rhm fuyi mfagf rmfufwl mm A t n f f 
purchase; (b) on gas, lncloding egghead gas or other gaseous substance, produced from said land, and sold, or used off tbe premises cWcc the extraction of gasoline or other product (herefrom, 
the market valna at the well of . 1 / nfthafaiintnMnrusad rmwtA-/lrh»(nnF..inM.tlh«u,«llnh.rr,y.l ty .t,.11K. 1 / 4 ' nf th» rnmnrmt n^Tf^ frnrn fflfh ttjg; wfafla 
Acre Is a guweU on this lease or OT acreage pooled lh<sewith but gas is not being sold or used. Lessee may ray or tender as royalty, on or before ninety fom rlayi mftrr th* <4«M nn wh|/.h nM ̂ ull 
is shutin and thereafter at annual intervals the stun of S1XO per s<tre.andlf such payinentia made or tendered.̂  
this lease in paying quantities. Paynient or tender of said shut-in gas royalty tnay be rnadc by check or cVaft of Lessee mailed or delivered to tha paries enrlrlarf thrratn nn nr tmfnm thm rl,tf ^ 
payment is due. T fitre shafl have free rise of oU. gas, coal and water from said Is^ except water from Lessor's weils. to 
after deducting any so ttsed, • 

4. Lessee, at its option, is hereby given tbe 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 tbe irnniediatt vicinity diereof to 
said leased Btemiaeafacninpllenre with tha anacjea-nilea of the New Mexico Ofl Conservation 
tbeCOnSerVttOSOfcttStfldS^US^ t MB pnntnH fnr nil hornn/W ih.tT tint —h*™ri.Hy *,nm*i Aft mrwmt mmntf Wtltt, Md Wtt ptK^jll tit 
p. h^T»,m/W .h.tl .nh^ri.Tly <rrr»/t In mmm 6Af\ mrrei each pint i tnlaranna nf 1 fr* thtranf, pmvtAvt thtf ihfrnM pwiwiMNi rtaving JHt^rflfW pi^fflH rjrr*mlt PIT*"" 
of units larger than thow specified, tmtodaercato create Ixssee m«ler the ptô Uomflmofmay pool or 
combine acreage covered by thii 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 mt̂  famed by pooling as to any 
TTirnm nr itriti rrrrl nrit nirrfnrrn In rim nr airs trith thrt unit rntnfti intft TrMrh thr Imrr It rrrtlrit rr rmnHnrrl at tn atrr nfhrr irmmm rritntfi inrl nil iinlti nmd nnt'rrtnfrrm ll Iu m i wlili 
gas units. The pooling ia one or more Instances shall not exhaust tbe rights ofthe Lessee hereunder to pool this lease or portions thereof into otter units. Lessee (hall file for record in tbe 
appropriate records of the1 county In which tho.lcascd premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessoe may etltielecticfl exercise i a 
pooling nprlnn «fW mmmMiring operarinni far Of mmplerinf an nil nr flis wefl on tha leased premises, and tha pnn1«t unit may Itvlnn*, Kit hUMrrnyhmAtn lr**fr\ llfltlffTrrllHI nfMl wtllrh 
a well capable of producing oil or gas In paying quantities has theretofore been completed or upon which operations for the drilling of a weU for oO or gas have T>«mtiafort been. yum^r/H 
Operations for drilling on or production of oil or gas from any part of the pooled unit ŵ icb includes all or a portion of the land covered by this lease regardless of whether sues operations for 
drilling were connricnced or such production wusccu^ 
"irrpHiirtl^nfrnliTHi^frTmh 
»i tn nil mrut p i , nrrith&Mthrm, ml herrin provided, shall he treated for all purposes, except tha payment of royalties nn production from tha poo Wi imtt,«If HM MIIM — m trmhtAmA }n t)Wf 
For the purpose of computing tbe royalties to which cwnen of royaldes and payr^ 
pr^1>/t iinl» th»rf >K«n hn m1]nrmt,A tn mm Unii micrrA hy ihlt 1e»« unit IneluHerl In mid unit a pro rata pnrrlnn nf the nil rnirl gat, nr ritharnf thorn, nmAnrrA frnrn t\» fflf'H Iffllt i f t f f dftdllftlnt 
that used for Operations OU the pOOkd UnitS. Snrh «1lfy-«rinn thalll^ m-rya^tmii-lharlt >n my, ihr.m ihall hf.lilWiityH fntlv. tr^i^ rnvr^Anytntt Vttfl tMlTrThrjwIlnthnpMtedllnit lhat 

r.t« pnrrlnn ntrhm ntt mnA p . , nrrirhrrntrhkm, nrnAnrrA from thr. pooled unit whleh lha number nf lurfmy. «erel immrrA hy thli IMM inrl timWUt tn mm nnnlnA rmlthmmrm f t mm ^mf 

of surface acres Included In the pooled tmit RcyaltiesbereuncW shall be computed on ti>e portion of such production, whether it be dlaikl gas, or eitberofthem, so allocated 
by thi] lease and InCtudedutheattitJuStHtbOOghSU^ TIW< rmAnrttnn frnm mnnt\ w i l o/HI hn mnitrUnwt rrnfarfan tmm, fhf faff nfnfl nnn]ff\ ynjf frffm whkh 

It Is producing and not as production from a spooled unit; and production freaeguweUwM 
from an oil pooled unit In addition to tbe foregoing. Lessee at Its option is hereby given the right and power from time to time to commit Hid land cc any part or fbnnatioa or rnirieral suhstarice 
covered hereby to my ccoperative or rait agreement or plan of development and operation, and to any modifications tbereof, which have bees approved w tbe New Mexico 00. Conservation 
Commission or other lawful govemtncnril smthnrlty. In such event the royalty payable to I-essc<bereur̂  
the tenns of arry such ŝ reesrâ  or plu of operation Tms tease shall 
not expire during tbe life of such agreement or plan and shall be subject to tbe terms tbereof and said agreement or plan of operation than be filed with tbe New Mexico Oil Conservation 
Commission, or other lawful authority, and Lessee shall re«irdm 
the commitment thereto, and the tarttetm^ be iwosxleddtha before 

5. If at the expiration of tbe primary term oil or gu is not being produced on said land, or from land pooled therewith, but Lessee is then engaged ia drillirig cr rewocillig operatiĉ s thereon, 
** ihnll hsvf ̂ mplfrf^idyrwhttw^i^ 
additional well are prc»ec4triwI4aoc****to 
land pooled therewith. It after tbe expiration of to 
any cause, this lease shaU not tennlnate if Letsre cornrnrnrrs operations for drilling or reworking within 60 days after the cessation of such prjrjducdon, but shall remain to force and effect so long 
as such operadou ampraeaitedwto 
or from land pooled therewith. Any pwlfd linlt ^ C t r ^ l 1 »y ' «»"•'mnrrwAmnrn with thr. Wmi hereof, may ha dlitnlved hy L M M hy Intrnmvnt fllwt «hr taeari fa thm tpprcpriata raeawfa af 
th« county in which tbe leâ premues are situated at any time after the completion of a dry hole or the cessation of production on said unit IntheeventawellorwerJsraxiducingoilorgasln 
paying quantities should be brought In oo adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Ixssee agrees to driUsach oftaet wall or wells as a 
reasonably pntdentoperatorwoulddrintttô rtbe Lessee may at any time execute and deliver to Lessor or place of record a release or releases covering any portion 
•nr pordoni of the ibovg fit strTbfd prr mlttl and <h"»hy mrrmner thli IMM ai m tuch portion nr portions and be relieved or all obligations as to the acreage irrrofflriarad*. 

6. Lessee shall have tbe tight at any time during or after tte expiration of thU lease to reriwveaUp 
all casing. When required by Lessor, Lessee will bury aU pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or ban sow on said land 
without Lessor's consent 

7. The rights of either party hereunder may be assigned In whole or in pan, and tbe provisions hereof shall extend to their heirs, successors and assigns but no change or division is ownership 
of the land or royalties, however accon̂ Usbed, shall operate to enlarge the obUgadons or dirrirdŝ  
thirty (?"-) «f'yt iftrr T ff— fh«11"""ll— f-rmtihrA try n-gjitenvl 11S. mall »r l jasee'i principal place of business with a certified copy of rerwtWt liumrmeiit oriiiitrmBaexaevlaWtBe same. 
In the event of asrignment hereof ia wbole or in part liability for breach of any obligation hereunder shall rest exclusively upon tbe owner of this lease or of a portios thereof who cotumits such 
breach. If tlx or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unless and until furnished with a recordable Instrument executed by aD such parties 
designating an agent to receive payment for alL 

8 The breach by Tftpp 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 nor be 
grounds for cancellation hereof la wholeorlnpart In the event Lessor considers that operations are Dot at any time being conducted in compliance with this lease. Lessor shaU notify Lessee In 
writing of the facts relied i«MMec*stitia1sf a breach h^ 
imposed by virtue of tbb instrument Ate the discovery of oU or gas fa payfô  
butfadiscruugfagtbisoUI(Sito ' 
one well per 640 acres plus an acreage tolerance not to exceed 10* of640 acres of the area retained hereunder and capable of producing gu In payingô usntilles. 

9 î cjrberebywsOTnttandagreatooefen̂  
andineventUsseedoeesaltsiid witbert lsnpsdrmerit of Lessee's ri 
under the warranty is event of failure of dr]a,teis agreed that if lessor owns an i ^ ^ 
Lessor shall be^uced proportionately. Should any one or more of the parties nan^uI-eisorstaU to execute thU lease, it ahaUnê  • 
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 gu 
therefrom by reason of scarcity of or inability to obtatoortou»equiprr*Mt«rr^aL«byop 
authority, then while so prevented. Lessee's obllgadon to comply with such covenant shall be suspended, and Lessee shall nM tellable to dartuŷ  for fallow 
s halt be extended while and so long u Lessee Is prevented by any such cause from conducting drilling or reworking operations oo or from producing oU«fgat 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 iristrumeat is executed on the date first above written. 

Charles M. Fuchtman 

SS# " • •' 
Lessor 



STATB OF NEW MEXICO, 
County of . • 

iM)nrn̂ uAL AC^OWLEDGEMENT 

This instrument was acknowledged before me this. 

by 

My commission expires 

Notary Public 

STATE OF NEW MEXICO, 
County, of ' • 

CORPo|tATION ACKNOWLEDGEMENT 

This instrument was acknowledged before me this 

b y - ; , . • 

of • ' ' ; 

on behalf of said corporation. 

My commission expires.„ 

as. 

Notary Public 

corporation 

STATB OF - , : • 
County of 

INDIVIDUAL ACKNOWLEDGEMENT 

} ss+-

This instrument was acknowledged before me thisL 

by Charles M. Fuchtman* dealing In his sole and separate property 

My commission expires _ 

Notary Public 
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M A R T I N Y A T E S . I l l 

191 2 - 1 985 

F R A N K W Y A T E S 
1 9 3 6 - 1 986 

J"E5 
PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 

C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 

P R E S I D E N T 

P E Y T O N Y A T E S 

E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

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 return the AFE to our office, and I 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 

Landman 
RB/ljf 
enclosures 



Z 443 AID 3T3 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 
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jvlary Carolyn Johnston 
aaaoawwook 
dre^nwnnrt IN AM AO 
Post Office, State, & ZIP Code 

Postage $ 
Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

TOTAL Postage 4 Fees $ 
Postmark or Date 

I 
o. 
u 

«] 
Ui 
UI 
tt a o 

SENDER^ ' 
•Complete Kama 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
• Print your name and address on the reverse of this form ao that we can return this 

card to you. , 
•Attach this form to the front of the mailpiece, or on the back H space does not 

•Write*7?erum Receipt Requested'on the mailpiece below the article number. 
•The Return Receipt will ahow to whom tha article waa delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. O Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

Mary Carolyn Johnston 
320 Oakbrook 
Greenwood, IN 46142 

4a. Article Number 3. Article Addressed to: 

Mary Carolyn Johnston 
320 Oakbrook 
Greenwood, IN 46142 

4b. Service Type . 
• Registered ^a_Certjfiefi 
• Express Mail • Insured 
• Return Receipt fqr Merchandise • COD 

3. Article Addressed to: 

Mary Carolyn Johnston 
320 Oakbrook 
Greenwood, IN 46142 

T.DatBofr^nf ^ 

5. deceived By: (Print Name) 8. Addressee's Address (Only if requested 
and fee is paid) ^ _ 
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PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
TELEPHONE (505) 748-1471 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 
Recompletion 

X Oil 
X Gas 

Injector 

Development X Original 
X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 

Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE 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 (3> $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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

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 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,100 405,500 

TOTAL COSTS 657,2601 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 DATE 

BY DATE 

BY DATE 



^rodvztntZJtrr,lYmUm)S-96 ( 0 n e YEAR PAID TJPLEASE) 

OIL AND GAS LEASE Kill-Pooibn|hfteu,lDc. 
RomIl,Nnr Mexico 

THIS AGREEMENT nude thli 12th • davof February . . | Q .98^^ 
Mary Carolyn Johnston, 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%, a l l New Mexico corporations, LESSEE, 

. . . ' 1 ftiff WITNESSETH: 
l. LessoriaconriAntfanrf Ten and no/100 . •— — - _ 

<$ i U , U U — ) fa land paid, of the royaldes herein provided and of the agecracntj of Letiee herein earittlnerLhereby gran*, «wtu. »*}»Viwfy t ffirw ftrtlit) 
purpose of irrvestigating, explodaf, prospecting, drilling and mining for and producing on and gat, laying pipe lines, building roads, tanks, power stations, tekobone lines aad other ttractnm 
thereon and on, over and across lands owned or claimed by Lessor adjacent tjd contiguous thereto, to produce save, take rare of. treat, trampnt. and mm mmiA fnA^inA fr^ng f n tr^yftT 
the following described land to L e a . County, New Mexico • .. t 

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 royaldes herein provided, and notwithstanding anything elia herein r*mntn*Atnfa rnntrtry. *»« thill rtt fnr a firm of J. vein 
from this data (called "primary term") and as long thereafter as oil or gas is produced from'taid land or land with which said land is pooled hereunder. ' 

3. The royalties to ha paid by Lessee are: (a) on oIL 1/4 of that produced and saved from laid land, the tame tn he dellvenvl »t the tvtl. nrtnfa frrflt of f ftrfT l"ft> fat prff lirw tr> 
which the wells may be connected; Lessee may frcm time to time purchase^ 
purchasei (V) on pi, incrnrllng raringhearl gas or other gaseous substance, produced from said land, and antd, nr men1 nff the pmmliei nVMfcfa «irrrafrj"" nf tjitoffiw fir "t"tf rr~*~11*TTrfr"m. 
the market valueat the well of , l / f r of tha gal to mid or uiaA provided that nn rat mid at the well, the my.lfy .h.nh. T f Z ° of tlwanmsX realized from SUCfaSaIe;wnils 
there it a gas well on this lease or on acreage pooled therewith but gu is not bclnr sold or used. Lessee may pay or tender as royalty, on or before ninety rom day, after the nmt* nn *Mrh ..M wtj 
Is thut In and thereafto at annual Intervals the sum of SI .00 per acre, and if such payment is made or tendered, this lease shall not terminate and it win he rjmtAnrrA nWp. [i IHflg prvt[Wd firm 
this lease in paying quantities, Paymentor tender of said shut-in gas royalty rnay be made by checker draft of Lessee mailed or deUvê  
payment II due. l e i tea thatl have free lite of all, gas coal and water fmm laid land, ctcept water fmm T eitnr'i wi l l , fnr aTl npemtlnni tierewmt.fi end the my*fry n j nf| and gaa iwaT) hm enmpntfd 
after deducting any to used, • .•••..'». 

4. Lessee, at its option, is bereby given tbe right and pewer to pool or cornbine tbe acreage cow 
or leases in tbe immediate vicinity tiereofto the extent hereinafter id 
said leased premises In mrnpliirtrvi with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, In tbe Joslgment of losses, prornote 
the conservation cioUaalguk andurjdcr and that , M l t p™'«i t n r *<̂ mnyr .n.it n*t .IIK^^I.fly mmed40 arm each fa ntn. and Brits pooled for 
gat hereunder ahiHnntaiihtittn^^ 
of units larger than those specified, raits ritercafter created may conform substantially in she with those prescribed by governmental regulations. Lessee under tba provisions bWif may pool or 
combine acreage cewred by rhis lease, or any portion t^ Tlasun̂ frjrmad by pooling u to any 
stratum or strata need not conform in tixe or area with the unit or urdts into which 
gas units. The pooling in oce or more Instances shall not exhaust the rights of tbe Lessee hereunder to pool this lease or portions tbereof into other onus. Lessee than file Cor record in tbe 
appropriate memrfi nf thai enmHy fa which tha leased premises are situated an Instrument describing and designating tha ponied a w f i « « nnnM mtt'l nmtnm may »f fa fIfetfnn. mrTltt lit 
pnnlln. nprinn .fter rr»nmefw-inr nper«rintit fnr nr completing an nil nr gas well on theleaied premitei and thepnnled unit m«y ItwKide, hntIff. M^^^ t^l^^^^mn^rrhtmirr^nr/hirri 
t well capable of produdsg oU or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oD or gas bm theretofore bees ewmmetŷ  
Opemtinni fnr drilling on er nrrvfactinn nf ell or gat from any part of the pooled unit which includes all or a porrinn nt the land covered Ky mla teata repwHeaa rfwrhmfa, meff fiffrttlffnf fnr 
drilling u/e«i rnmrntnr+Arrsnnh pwAiertnw waa nenrtA hefnm nr after lha mcntfan nf thit Initmment nr the fwitmment Ailparipg HMpnnl^t I W ^ t*»«r|fo«APtfoiffril M wjefajlJoBI ftf ttrfltlng 
nn nr pmAirttwn nf all iwl p a firm UnA nnvrrrA hy thii learn whether nr nnt the well nr Weill he heated nn the peemtaea envenvt hy thli leaae, rnnA rfw. »nrtn, aê —ayi nnmmirMr̂  ~*ttf,<m\l1. 
»ttnnnandpt,nfdnWirfnSe^MliBiriar«»vin^ 
For the purpose of ecanperting tile royalties to which owners of royalties and payments out of production and each of them, shall be entitled on production of oQ and gas, or other of tbtus, from the 
pnnleH unit, them thill he aiWaleil tn the land covered hy thli lease and Included In taid unit i pro rata pnfrtnn nf tha nil and ga«, nr either nf (hem, nmAnr»A frnm trm fnafat pnjt eftfT <tr ltrftl"t 
ih«t»«eil fnr nnerarinna nn mn panted tmlta. Until allncarinn thatt he nn acreage hatlt-that It tn aay, them ihall ha allocated tn the acreage rrrmnA hy fhli )m»tt\ mnr] jnfhwM fa tha nffnlml tmft thit 
pm r«t. pnrHne nfrtie nt] tnA p i , nr either nf them, penanced fmm the pnnlednnlt wMrii the nnmher nf anrface aema mirrrA hy tMi leaM »fwt InfhCUA In fa r^M^'tf-^rftttWrfftll nUTflPfr 
of surface acres included in tbe pooled unit. Royalties bereun&rsliallte 
by this lease and Included m tbe unlt Just as tboogh such pr^ 
It is produdng and not u production from a g^ 
from an Oil pooled Unit ™ ^AMnn tn mm fnr»»nt« t | 1 eiiee at Iti nprinn l l hemhy given the right mr.it p e a r fmm rime tn rime tn enmmtt laMlatuI nr any pan nr fnrmtlbm nr fnt^^ne. 

covered hereby to any ce«perative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by tbe New Mexico 00 Oouarvadon 
Commission Or Other lawful governmental authority. T» *»rh event the myilty payaMe MIMHV KemiiniUe th.1l he enmpnten .nnp.M nn thm nmjmnftnm ~hnrf~ mtlnert^l tn Itvli ImnA rmrUr 
tJwtcrnuofanyiuchâ reeaertorplanofop 
not expire during tbe life of such agreement or plan and shall be subject to tbe terms thereof and said agreement or plan of operation shaU be filed with tbe New Mexico 00 Conservation 
Commission, or other lawful authority, and I^trc shall recô  
the commitment thereto, and tbe same may be recorded either before or after the completion of wells. 

5. If at riw expiration of tbe primary term 
or shall have completed a dry bole thereon wir^ 
additional weU are protecoted vrim ns} cessation of 
land pooled therewith. tttiWlto 
.ny e.i,^. thll jea^i ihall pet termtwiff | f T enmmenre. npemrinm fnr (trilllnj nr renwHng wltMn ft\ Amyt after the ceiiattnn nf anch prnnWlInn, nnt itwlt ~ n W « In tnrnm mnA mffmnt an Inn. 

as such operations are prosecuted with no cessation ofmcreubanW consecutive <hy* 
OT from land pooled therewith. Any Pfnfrll r r l t 1*»irg"»>~t »«y ' »««»» '" «eenn<.iv« with the term, herenf, m.y h . AltvAvrA hy 1 eiiee hy Immtmeet KmA fnrmnnrA tn mm ap^irnprtanl laawMi nf 
the county tn which the leased premises are rituated 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 oU or gu 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 ddnssKOacWweU«wellsasa 
reasonably prudeni operator wouMdrin tinder Lessee may at arry time execute and oeliva 
cr portions the I*^VB rlftrrirfd prnm'̂ f "v< 'herehy mrrrnA-.r this lease u to such portion or portioni aod be relieved or all obligations u m rhe acreage surrenĉ ered. 

6. Lessee shall have the light at any time durtog or ato the expiration of d 
all casing. Wben reô tlred by Lessor, Lessee will bury aU pipe Hoes below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or barn now co said land 
without Lessor's consent 

7. Tha rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and attigni but no change or division in ownership 
of the land or royalties, however acconaplisb̂  shall operate taenia^ 
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 ot*recordedirutrumeni or instrom same. 
In the event of asrignment hereof ia whole or In part liability for breach of any obligation hereunder shall rest exclusively upon the owner of thii lease or of a portion thereof who commits such 
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment tbereof unless and until furnished with a recordable Initramttnt executed by aD tuch parties 
designating an agent to receive payment for att. 

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 tbe estate created bereby nor be 
grounds fMCtncellarionrjerê to whole or in part In tbe event Lessor considen tiuu operations are riot Many time betogro 
DTidne of the faett rrllfd imcn I I f*nif Mi"g « h—jch hemnf, and I e«ee, if In default, ihall have ility daya after receipt of tuch notice in which to ectnmenca the cnmpllanna with the ohHgatlana 
Imposed by virtue of tills Instrument After the discovery of oil or gas in paying quantities on said premises. Lessee shall develop tbe acreage retained hereunder as arettonably prodent operator 

îtinr'VhtrrgingthltoWprtn^ ' 
orx well p«r 640 aires plus ati acreage tolerance nc« to exceed 10% of 6^ acres of the area rr̂ ned hereunder and capable of pnxiudng gum paying quantities. 

9 Leuor hereby warrants and screes todefend the due to said lan̂  
nnd in n r nt I r tlfft ifrJtf IO, tf ihall bt | T > t T ' " < »" right menfnma aamanH apply myalrlei accruing hereunder toward tatjtfying aatne. WlnWInipaltirientCf Lessee's right 
under tr« wartanty fa avo«of laito 
Lessor shall be reduced proportionately. Should any one or more of tbe parties named uLeasonfaU to execute thU lease, it s ^ . 
same. •• . 1 .' 

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 gu 
therefrom by reason of scarcity of or Inability to obtain or to use equiprnent or material, or by operation of force majeure, any Federal or state law or any ocdet, IDJS oxPM̂&MBMQttrVrXtmmVtBtil 
authority, then while to Drevented, Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall nc< be liable fa ô magM to failnw loco 
shall be extended while and so long u Lessee is prevented by any such cause from ccoducting drilling or reworking operations on cr from prorJncing oilcf gat fiom tbe seated premises; tnd tbe 
timf ivhllf L f l l f f l i l 10 rCCTTntrrl ihall IWIffrtt mr i t f l t fg* t"f f f .nynSIng In thli team tn the, enntmry nnhvlthltanilln j 

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

Mary Carolyn Johnston 

SS// 



INDIVIDUAL ACKNOWLEDGEMENi 

STATB OF NEW MEXICO, 
County of • J- ss. 

This instrument was acknowledged before me this. 

by 

My commission expires 
Notary Public 

CORPdRATTON ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 
County, of ' } ss. 

This instrument was acknowledged before me this 
I: 

by. ; ,—; . — . 4 

on behalf of said corporation. 

My commission expires .„ 

as. 

corporation 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATB OF .", 
County of } si. 

This instrument was acknowledged before me thif. 

jyy Mary Carolyn Johnston, dealing! in her sole and separate property 

My commission expires 
Notary Public 
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M A R T I N Y A T E S , III 

191Z - 1985 

F R A N K W Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 

P R E S I D E N T 

P E Y T O N Y A T E S 

E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

February 12, 1998 

Flo Scott Brown 
8610 Miami Avenue CERTIFIED MAIL 
Midland, TX 79423 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 Brown: 

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 I 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/ljf 
enclosures 



Z AID 3TD 
US Postal Service 

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

Flo Scott Brown 
D^Ttflvrrafrtli Avenue 
MiHInnH TV T\t\""\ 
WmtW* 6tlte>& W 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, & Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date 

J 
SENDER:- ~ 
•OampleM items 1 and/or 2 for additional services. 
•Complete items 3, 4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

permit. 
•Write'flefum Receipt Requested'on the mailpiece below the article number 
•The Return Receipt win show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
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. Article Addressed to: 

Flo Scott Brown 
8610 Miami Avenue 
Midland, TX 79423 1 

4a. Article Number 

4b. Service Type 
• Registered 
^Express Mail 

^Certfie 
• Insured 

^Return Receipt for Merchandise • COD 
7. Date of Delivery 

ece^edBy: (PmtName) >. Addressee's Address (Only if requested 
I— -^/*^j—f- I J . / , .-.7.-.VU—T and tea fe nairli 
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0"E5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO08210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 

AFE DATE 

AFE STATUS: 

97-343-0 

11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMFD WELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days <& $7400/day + $40k mobilization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 

Drill Stem Testing, OHT ] ? ' j ? f D [ Z Z Z Z Z Z Z Z Z Z Z Z Z 
Electric Logs & Tape Copies 

Tools & Equip. Rntl., Trkg. & W e l d i n g Z I Z Z Z Z . Z . Z 1 Z . . Z . ' -
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

591,100| 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" ^ 4 5 0 ' 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657.200T 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 

RE By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Prod««n88Rer; XVeirLeue)5.9tf (One YEAR PAID UP LEASE) p ^ ^ j 

O I L AND GAS L E A S E IUl-P«sbtn|hPreu,Iac. 
RotwtIL New Mexico 

THIS AGREEMENT made thu 12th d i y r f February . . M-98*^. 

Flo Scott Brown,.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%, a l l New Mexico corporations, LESSEE 

' • m , , , n n . ' ie*»e«tWITNESSETH: 
1. LeucelaeeMaUetm̂ onot Ten and no/100 •— ; _ .— ; _—• 

i n nn ooaar*. 
r«Jrpose<)finvajrtajn^ 
ihereOT ai)dô  over aad ac l̂ano^own^ 
the following dcacribed land fa Lea . County, New Mexico • . t f^t. 

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

2. Without reference to tbe 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 withoW further payments than the royaldes berein provided, aotnotwith standing anything else berein contained to the contrary, this lease shall before 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. Tr*rovaMMtobsps4dbyLea*Mra(^ 
which the wells may be connected; Leiaeerrayfxcmtin» to tirae purchase arg 
pu rchasc; (b) on gat, lnclndlng retinzftryid gat or other gaseous substance, produced from taid land, and sold, or used off the rgemlici rWra- rha artraerlnn nf annana nr nth*, r»~frrt tfmfrwn. 
themarVetwlnaatthawdlftf , X / 3 nf the p i in inld ar auA pwwritteH that m p i .nM .t th. «,»ll. tK» r^y.1ty .(..n k. T f £ ' nf tha amnnnf ~ I H T H ttSttmrh Wlffj whilft 
there Is a gas well on this lease or on acreage pooled therewim but gat ii not b^ 
liihntlnindthafgittoatammillnhratarhatnm^ 
this lease in paying quantities. Baymanr nr tender nf nM ihnt.ln gin myally nay ha madn hy rhnr-V nr Armtt nf t . . . . . trttiH nr naltvaaad tn </hf pifftft naUHaa; faff" W fffrffrtt flft iflfT ffilf 
Davmentttdue. T nirt\ ihtTI have free use of ofl. ot. coal snd water from said land, except water from Lessor1! welli. for ill operation! harettnder, and mamytty on nfl tnd r*« ^ ^^p^^ 
after deducting any toned. •• .... 

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 aa to oil and gas, or either of them, with other land, lease 
or leases In the immediate vfcfaltytbirWto 
sai d leased prembet ia coopDnoa with the ijjadng trues of tte New MexiwOfl 
the conservation ofcti aad gum sod tinder t^ that may r̂  itnitiprintedtnrntihmnnAfr.h.iiaw*,htfmnttfPyinmnmmfnm%tndMfrpwHfrr 
gai hanmnder ihttl nrt rnhtttnrtiTly mated In area 640 acres each plus a tolerance of 1 ft* thereof, rmylAtA that ihnnld govfrnrnffrttl Wtr^flty fitvlngJwfHMfm fffftttftt Of PWmlt the CratfJon 
of unla laager tbrnthoieweĉ  I*tieennc1erilMpmitî  
combine acreage covered by this lease, or any portion tbereof as above provided as to oil in any oiie or more strata and as to gas in any one or more strata. Tbe rjnfts formed by pooling at to any 
stratum or strata need oot conform ia die or sm with the tmlt or urdulrito which tbe lease b 
gas units. The pooling ia one or more instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions thereof Into other aattt. Ixtsee shaD filo for record in the 
appropriate recc^ of the cctcr̂  in which the leased premises are situated an instrorncnt describing and drsignnting the rx»led aaeageu a pooled unit. Letaeemsy ttltt election tixerasa its 
ruling nprinn after isnmnii^^ 
a well capable of producing oO or gat in paving quantities has theretofore been completed or upon which operations for tbe drilling of a weU for oil or gat bam rn*'Wtfm ben rrwnrrmnr+A 
Operations for drilling on or production of oil or gas from any part of the pooled unit wiich includes all or a portion of tbe land covered by thit lease regardlett of whemer nch operations for 
Trillin; www MmromH nrmfJl pnvfaoHna wat secured before nr after tha execution of thli Inirnimant nr tha Initnimant deilfnatlpg tha printed mitt, th.tl h, nmtVfatS t j qiajitfnni ftf drilling 
nn nr pmdnrrlnn nf nfl and p i fmm lind covered hy thli lcasa whether or not the well or welli he located nn the premliej covered hy thli tana, and lha entlm mrrnmpnnnrl\ff^^f tgrh nn)t pf nalfr 
astooilMdgas.ordubercd'tbeffl.uhereM 
For the purpose of computing tbe royalties to which owrjen of royalties and r^yr^ 
pooled unit, there shaU be allocated to the land covered by this lease and included in said unita pm rata pnrrinn nf tha nil and rai, nr either nf them, nrnAnnnA frnrn rht pofflffd unit ifter dfdufting 
thr' '""1 f"T fffTfirlf"l W t*^r f" 1f < < S"'1*' allnratlnn ihall ha nn irraa^a hull-that Ii tn My, lhara ihiill K> ultrv.h.^ tn inn .rr»»g« n*y~f4 }y ft 1! Ifllft KrA tnfflMf^lnthftfftftklllinlt thit 
pr^r. i . j^n.nf^ntl«nMpl | nraltWnftham | pnvtl inadfmm 
of surface acres included ia the pooled unit Royalties hereunder shall be computed on tbe portion of such production, whether it be oil and gas, or either of them, ao »tVw,W»< to tbe land covered 
by this lease and lnchtded fa the ttd̂  !T»prc<luctionfrotn an dl wefl wiU be considered r> 
itisprc*ludngtu>diic<Mptcrfncticatiom^ 
from an oil pooled unit In addition to die foregoing. Lessee at its option is bereby given the right and power from ti m* tn rim« tn mmmlf i«t<t LW nr any part nr fnrmmHnn fr m(iyira,l p;httinn« 
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been spproved oy the New Mexico Oil Coosarvarion 
Commission Or Other ttWful governmental authority. Tn man avantr tha myalty payihla m I aiinr han-iinnW th.1l h. /vmpttM mnA paM na tha W . nt** »f| f f f » | frfftffH tft P»fh i H ^ 
tK» t.^m. nt .ny ̂ v* aauMtawMrf aa plwi nf nparatlnn, whlnh halt, ih.1l ha tha lama hy »hM. tha myilty /tiia th. T tntt l̂ Stmft nr tkm Stmt* nf MW Um^nn I . nafip^r 1 *~t f 1 ! THt H i t i H l 
not expire during tbe ltta of neb ŝ reemest or plan and shall be subject to the terms thereof and taid agreement or plan of operation shall be fUed with the New Mewo OO Conservation 
Commission, or other lawful authority, tnd Lei tee shall record in the county in which the leased premises are situated, aa instrument describing tuch tgn>at¥tntor pita of opena^ indraflccaag 
the corrurJtnienttherĉ t̂ tbetaiM 

5. Tf at m. rrntmttnn nt th. prtmaiy trrm nil nr ^ It nnt MnJ nrivtllffad nn llM land, nr ftnm l.rvt nnnlrA thatawlth, hilt I aiiaa It man .njmjnA in Affllaa na wmnAAnr npatattnal Inmmnn 
or shall have corrajlattJadyssoto to 
addia'onal well are protecbted wiâ  no cessation of 
land pooled therewitlv If. t^tto 
. n y / - . „ T . t h f t l » . t « | h « l l « n « t f r t r l f f t f f f f a « a a a n m m a n n a i nparat tnn. tnr (MTHnf nr r ^ w n r H n j vAtntn f l \ Amyt . f taa tha a a t t . t l n a n t a n a h pnvfnattnft, *«•»«h«t| pfWlafn faj ftfaf « a < t f f f f ^ t » * I f a g 

as such operadont are proteaited with no cejsatioaofrnore than Mcorjsecudve days, and if 
or from land pooled tbenwith. Any pooled unit detignsted by Lessee in accordance with tbe terms hereof, may be dissolved by Lessee by Instrument >W for teocrd la tne iparopriala woords cf 
the county in which the leased prenuW t^ situated at any time after the completion of a dry hole or tbe cessation of production on said unit, u theeventaweQcrwelbrxvduciogoUorgum 
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 dziQ such omet well or wells as a 
reasonably rodent cperator would cUnurtder tbe tart» Lessee may at any time execute and deliver to lessor (xr̂ laoa of recorti arelease or releases covering any portion 
?r pontoni rf thf ifrffVff tif Ifirrhfd prm'tff r«A tharahy mnanAar thli lama ai tn nirfi pnrtinn nr pnrrinni and ha tallavad nr alt nhllyirianl at ta tha sanaga innandarad 

6. Lessee shall have the sight ttt^tinse during or t ^ the expiration of t^ 
all casing When required by Lessor, Lessee will buty 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*! content 

7. The rightt of dtht* party hertaadttmsyte 
"f thf lltnd rrrayillrlfl. hf-WfT w<-~^tt«K~t, ihatl nnmtr tn anl.n>a lha nhllprinni nr dlmlnlih tha rl^hti nf Iaiiae; an/tun ehui|aariBvtilna la andi awnariMp ihall ha Wndln| aa t anna tinril 
'h I rty (30) diyt iftrr Itmril tbtll N H f<n»l«lw^ Ky r*rl«*r,A IIS , man at Iaoaa'i prlndnat plana nf httittiaii udth a earrifled enpy ntrmrnranA hmnmant nr lummanta avtdanetat lima 
li Lhe ̂ >nt "f »«<g"rr«*"t h*t»nf In whnla nr In part llihlllty for breach of any obligation hereonder ihall reit 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 tbereof unless and until furnished with a recordable irrttrornent execnted by aU tucb parties 
designating in agent to receive payment for ill. 

8. The breach by Ifstf* of any obligation arising hereunder shall cot work a forfeiture or termination of this lease nor cause a termination or revision of tbe estate created bereby nor be 
grounds for cancellation hereof in wbcue or in part In the event Lessor considers that operations are not at any time being conducted in compliance with thit lease, lettry thaTI nodfy Lessee In 
•iTidngofmeftrflrtflrtiir^MC^ 
imposed by virtue of thii totnmnent After rLe ditcovery of oil or gat la paying quantidei on taid prrmitf t, Irstrc shall develop the acreage rcttirjc4riereoadar M ate^ operator 
t . , t f n , « . , h . ^ . . t t M . , * B r i t n n l t . t » n t ' 

one well per 640acres plus aa acreage tcuerance not to exceed 10% of640 acres of tbe area retained hereunder and capable of producing gu in peyuigcjcantitiet. 

9 Lessorberebywrnnt̂ talagreettoo 
andinevertUtseeclotttAftibjuibea^ Wtbaut Ittsptitmeotof Letsee't right 
under the warranty in event c/failure of title, it is agreed that if Lessor owns an Interest in the oil or gas on. In or under taid land leu than tr« entire fee ttaple estate, DVa tbe loyamet to be paid 
Lessor shall be reduced protMrtitoatery. Shcruldanyonew n«e ofthe parties riamedu Lessor • 
same. 

• i 

10. Should Lftn-i be prevented from complying with any express or Implied covenant of thit lease, from conducting drilling or reworking operadont thereon or from producing oil orgs] 
therefrom by reason of scarcity of or inability to obtafa or » use equipment or mat^^ 
authority, then while to prevented, Lessee'l obligation to comply with tuch covenant thill be suspended, and Lessee shall not be liable ia danasgetfjyfailnretocotnph/ther̂  thit lease 
sha!t be extended whila s^ so long as Lessee U prevented by any tuch cause from conducting drilling or reworking operations on or from producing cilcf gat from the leased p 
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. 

Flo Scott Brown 

SS# 



STATB OF NEW MEXICO. 
County of • 

INDIVIDUAL ACKNOWLEDGEMENT 

j-ss. 

This instrument was acknowledged before me this. 

by 

My commission expires 

Notary Public 

CORPORATION ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 

County, of • - • 

This instrument was acknowledged before me this 

by. . ' : • as. 

nf • ' 

on behalf of said corporation. 

My commission expires „ 

Notary Public 

corporation 

STATB OF ' , 
County of _ 

INDIVIDUAL ACKNOWLEDGEMENT 

} ss. 

•This tostrinnent was acknowledged before me this , ! • 

ky Flo Scott Browri, dealing in her sole and separate property 

My commission expires. 

Notary Public 
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MARTIN YATES, III 
1912-1965 

F R A N K W . Y A T E S 
I 9 3 6 - 1986 

iTE5 
PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

S. P. YATES 
CHAIRMAN OF T H E B O A R D 

J O H N A . Y A T E S 

PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S O. K1NSEY 
TREASURER 

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 return 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/ljf 
enclosure(s) 



• * Z 351 b<i3 33E 
US Postal Service 
Receipt for Certified Mail 
No Insurance Coverage Provided. 
Do not use tor International Mail (See reverse) 
Sent to 

fj ark L Shidler. Inc. 
9ffVv*arR£f, suite 565 

Houston, Texas 7,7002 

Q. 
< 
o o oo co 
e 
o 
u_ 
w 
0 . 

Postage 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, & Addressee's Address 

TOTAL Postage & Fees 

$ 

Postmark or Date 

s 
O 

» 
c 
o 

I « 
Q. 

E 

SENDEE: 
•Compile items 1 and/or 2 for additional services. 
•Complbte items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

o 

tn 
tn 
Ui 
cc 
Q 
a 
< 
z 
cc 

Ul 
CC 

3. Article Addressed to: 

Mark L. Shidler, Inc. 
^WrVatk^SaHe^eS 
San^JatSnto Building 
Houston, Texas 77002 

5. Ri eived By: (Print Name) 

6. Signature: (Addressee or Agent) 

December' PS Form 3 8 1 1 , December 1994 

2. • Restricted Delivery 

Consult postmaster for fee. 

4a. Article Number 

2 . 357 (,93 
4b. Service Type 

• Registered JQ Certified 

• Express Mail • insured 

• Return Receipt for Merchandise • COD 

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

1. • Addressee's Address g 

tn 
E 
"5 
i . 
a 
c 

7. Date of Delivery 

{7~-t't\l 
8. Addressee's Address (Only if requested 

and fee is paid) . . . 2 

3 
% 
CC 
D) 
c 
(0 
3 
t . fi 
3 
O 
>>| 
JC 

c u 
102595 97 B-0179 Domestic Return Receipt 

! 



ITE5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

1 0 5 SOUTH F O U R T H S T R E E T 

ARTESIA. NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Typo: 
X New Drilling 

Recompletion 

Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMFDWELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days <® $7466/day + $40k mobilization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 

Drill Stem Testing, OHT I B ^ y 1 1 1 1 I I 1 1 1 1 . . . . " I I " ! 7 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

940-010 
940-020 
940-030 
940-040 

Christmas Tree & Wellhead 
Casing 11-3/4" r^ 450' 

T-5/8 , v^4650 ; 

„ . . - . . . . „ . „ „ . „ . . . . ^ . . „ . „ . . „ . „ „ . . . . 

Tubing 2 7JBTJB} 12400' 
Packer & Special Equipment 

2,000 
7,600 

56,500 

26,000 
7,600 

56,500 
93,000 

35,000 
8,000 

Pumping Equipment 
Storage Facilities 
Separation Equip., Flowiines, Misc. 
Trucking & Construction Costs 

including $20,000 for electricity 116,000 
22,700 
25,000 
15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 1,213,200 

APPROVAL OF THIS AFE CONSnTUTES 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



M A R T I N Y A T E S , III 

1 9 1 2 • 1 9 8 5 

F R A N K W . Y A T E S 
1936 - 1 9 8 6 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 
P R E S I D E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

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 I 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 

Landman 
RB/ljf 
enclosures 



Z 3 5 1 t n 3 3ML 
US Postal Service 

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

. Cone Partnership 
t*®* 345/, Bnercroft #12 

Postage 

Certified Fee 

Spedai Delivery Fee 

O 
o 
oo 
co 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date. & Addressee's Address 

TOTAL Postage & Fees 

Postmark or Date 

o 

*S 
o 
a 
t— o > 
o 
w 

£ 
c 
o 
•o a 
« 
a 
E 
o 
o 
CO 
io 
UJ 
cc 
a 
a 
< 

cc 
3 
I -
UJ 
QC 
k . 
3 
O >. 
tt 

PS Fomy3811, December 1994 

SENDER: 
•Complete items 1 and/or 2 for additional services. 
• Complete items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. O Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

A.L. Cone Partnership 
P.O. Box 3457, Briercroft #12 
Lubbock, Texas 79452 

4a. Article Number 3. Article Addressed to: 

A.L. Cone Partnership 
P.O. Box 3457, Briercroft #12 
Lubbock, Texas 79452 

4b. Service Type 
• Registered Certified 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

A.L. Cone Partnership 
P.O. Box 3457, Briercroft #12 
Lubbock, Texas 79452 

7. Date of Delivery / 

Ml fry 5. Received By: (Print-flame) 8. Addressee's Address (Only if requested 
and fee is paid) . _ 

6. Signaiyja^fWwees^ee or Agent) 

8. Addressee's Address (Only if requested 
and fee is paid) . _ 
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U"E5 
PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEWMEXJCcfe8210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 
Recompletion 

x Oil 

x Gas 
Injector 

Development X Original 
X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 

Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE 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 
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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & pquip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100| 807,700 

930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" <§> 450' 7,600 7,600 

8-5/8" <a> 4650' 56,500 56,500 
5-1/2" <g> 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 Trucking1 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2007 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY :i£::Xv>:;i;:̂  DATE 

BY DATE 

r 

BY DATE 



Producer* « Rev.. Year Lease) 5-96 (One YEAR PAID UP LEASE) F«m34S 
OIL AND GAS LEASE HsJl-fticrbttti Press, Ir*. 

RosweH, New Mexico 
THIS AGREEMENT made this ^th : day of December ^ 19 97 h e t u t t n 

A.L. Cone Partnership, LESSOR; and YATES PETROLEUM CORPORATION - 70%,' YATES DRILLING 
COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, 'INC. - 10%, a l l New 
Mexico Corporations, LESSEE, 

• - Lessee, WITNESSETH: 
I. I ^ l n r ^ l d ^ n n n f T e T 1 5 1 1 d n o / 1 0 0 • 

(S 10.00 ) in hand paid, of tbe royaldes herein provided and of the agreements of Lessee herein contained, bereby grants, leases and lets exclusively onto Trim 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 «t»t 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, tnd boosing its employees, 
the following described land in , L e a County. New Mexico \ , to-wie 

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

2. Without reference to tbe commencement, prosecution or cessation at any time of drilling or other development operations and/or to tbe 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 berein contained to tbe contrary, this lease shaU be for • 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/4 of that produad and saved from said land, the same to be delivered at the welU or to the credit ofLessorlnm (be pipe line to 
which the welli may be connected; Lessee may from time to time purchase any royalty oil in its possession, paving the market price therefor prevailing fnr the BeM whir* pmAnrrA n* th* A*t* nf 
pnrJi«M; (h) mi pi, including easjnghead gas or other yaseons substance, produced from said land, and sold, or used off the premliei nr tnr the ertrwtlnn ntptnVnr nr nrh*r pfpdnft thf rtfrom, 
the market value at tbe weU of „ ' 1 /A . of the gas so sold or used, provided that on gas sold at the wells the royalty shall be V / 4 •• ntrh* mmnm* nt%Ut~* frnm iwh nVrr, whfln 
there is a gas well on this lease cr on acreage pooled therewith but gas is oot being sold or used. Lessee may pay or tender as royalty, on orbefore ninety (90) days after the date on which taid well 
ltAntlnandtlmaiteatsantialtotervaisthesumofSl.ro 
this lease in paying quantities. Payment or tender of said shut-in gas royalty may be made by check or diaft of Lessee niailed or deUvered to tbe pardue 
payrrienttadue. 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 oQ and gas shall be computed 
after deducting any so used. 

4. Lessee, at its 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 tbem, with other land, lease 
or leases In the immediate vicinity thereof to tbe extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do so in ottta properly to explore, or to develop and operate 
said leased premises in compliance with tbe spachig ruin of the New Mexico Oil Conservation 
the conservation of oil and gu in and under and that may be produced from said premises. Units pooled for oil hereunder shall not luhsnintially exceed 40 acres each la area, tnd units pooled for 
gas hereunder shall not substantially exceed in area640 acres each plus a tolerance of 10% thereof, provided that should governmental authority riavtog Jurisdiction prescribe orpermit tbe 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 tbereof as above provided as to oil in any one or more itrata 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 oUumto need itt 
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. T t m shall file for record in the 
appropriate records ofthe county In which the .teased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise iu 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and tbe pooled unit may include, but It is not required to irjclode, land or kites upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for tbe drilling of a well for oil or gat have ttmlufrro been **r*m**r*A 
Operations for drilling on or rxoduction of oil or gas from any part of the pooled unit which includes all or a portion of tbe land covered by this lease regardless of whether such operations for 
drilling were cotnmenced cr 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 
nn pf rT~*v^"H nf nil mttA p t frnm UnA cnvmA hy this l « « whether or not the well or welli be located nn the premliei mvmA hy thli irttr., wnA th* mttrn mrrrmj* nrm^Atft̂ n̂  tnrh. unit ffimltt. 
as to oil and gas, ordtherof thetn, u ber̂ proMded, shall be treated for all purposes, except tbe payment of royalties on production fjrom the pooled unit, u tf the tarne were tachjdedta this lease. 
For the purpose of computing the royaldes to which owners of royalties and payments out of production and each of them, shall be entitled on production of oil and gat, or either of tbem, from the 
pooled unit, there shaU be allocated to tbe land covered by this lease and included in said unit a pro rata portion of tbe oil and gas, or either of them, priced from tbe pooW unit after oc<fuamg 
that used for operations on tbe pooled units. Such allocation shall be on acreage basis-that is to say, there shall be allocated to the acreage covered by tMt W»e wd Indndfd in me pooled nnit that 
pro rata portion Of the ffll and gtl , OT *tm*rnt thrm, nmAnrrA tram the pnnle/l unit which the mimher nf airfare %ar* mwrrA hy thli irittr tnA tnrh)Ar4 |n the pftftkd unit btHW » t h e trjttl mtmbfT 
Of surface acresincluded in tbe pooled Unit Pny1H>« hemnn/W ihull he mmpnten' nn the pnrrinn nf tnrh nrnAnrllnr, mhrther it h» nil ,*A p . nrrlth~r nf thmm fff |f|m>ttnt f f thfl land fgVWTd 
by this lease and included in tbe unit Just as though such production were from such land. The production from an on 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 ai production from the lease or gas pooled unit from which ft ta 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 bereby to any cooperative or unit agreement or plan of development and operation, and to any modifications tbereof, which have been approved by tbe New Mexico OH 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 gu tlfcxf-tH to tuch land under 
tbe 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 tuch agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shaU be filed with the New Mexico OQ Conservation 
Commission, or other lawful authority, and Lessee shall record in the county in which tbe leased premises are situated, an instrument describing such agreement or plan of operation and reflecting 
the commitment thereto, and tbe tame may be recorded either before or after tbe completion of wells. 

5. If at tbe expiration of the primary term oil or gu 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 u operations on said well cr for drilling or rewotidng of any 
additional well are prosecuted with no cessation of rnore than 6X) consecutive dayi and if they result mtliep 
land pooled therewith. Tf, mm erplrnrinn nf the primary trrm nf thii lenie and after nil nr p»l it pmriWH fmm alA linH, nr frnm \mnA nnn\*A therewith, mm rmAnnrlnn thjffttnf fheyld *ftf* frnm 

any cause, this lease than not terminate if Utteecĉ nmencesoperatioufordrilltogorre 
u such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil and gu, so long thereafter u oil or gu ta produced from taid land, 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the appropriate records of 
the county in which the leased premises are situated at any time after the completion of a dry hole or tbe cessation of production on said unit. In the event a well or wells producing oil or gu in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining tbe lease premises, or land pooled therewith. Lessee agrees to drill tuch offset weU or wells u a 
reasonably prudent operator would drill under the same cr similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release cr releases covering any portion 
or portions of tbe above described premises and thereby surrender this lease u to such portion or portions and be relieved or all obligations u to the acreage surrendered. 

6. Lessee shall have tbe 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 tbe 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 now on taid land 
without Lessor's consent 

7. Tbe 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 tbe rights of lessee; and no change or division in tuch ownership shall be binding on Lessee until 
thirty (30) days after Lessee shall have been furnished by registered U.S. mall at Lessee's principal place of business with a certified copy of recorded instrument or instruments evidencing tame. 
In the event of assignrnent 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 pardon tbereof who commits tuch 
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 aU tuch parties 
designating an agent to receive payment for aU. 

8. Tbe 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 tbe estate created bereby nor be 
grounds for cancellation hereof in whole or in pan. In the event Lessor considers that operations are not at any tirne befog conducted in compUancewimtbta 
writing of the facts relied upon u constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence tbe compliance with the obligations 
imposed by virtue of this instrument After die discovery of oil or gu in paying quantities on said premises. Lessee shall develop the acreage retained hereunder at 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 (he area retained hereunder and capable of producing oil 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 gu in paying quantities. 

9. Lessor bereby warrants and agrees to defend thetitletosaidland 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 does so. It shall be subrogated to such ben with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Wittott impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed thtt if Lessor own an interest in the oil or gu on, in 
Lessor shall be reduced proportionately. Should any one or more of the parties named u Lessors fail to execute this lease. It shall nevertheless be binding upon tbe party or parties executing tbe . 
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 gu 
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, rale or regulation 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 lease ' 
ihall be extended while and so long u Lessee is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gu from tbe leased premises; and tbe 
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. 

A.L. Cone Partnership 
Lessor 1 THftf 



INDrvpUAL ACKNOWLEDGEMENT 

STATB OF NEW MEXICO, 
County of • } ss. 

This instrument was acknowledged before me this. 

by 

My commission expires 

Notary Public 

CORPORATION ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 
County of : 

This instrument was acknowledged before me this 

b y _ . : as. 

of • 
on behalf of said corporation. 

My commission expires 

Notary Public 

corporation 

STATE OF TEXAS 
County of 

INpTVlDUAL ACKNOWLEDGEMENT 

jss. 

This instrument was acknowledged before me th|s. 

by A.L. Cpne Partnership ]_ 

My commission expires 
Notary Public 
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M A R T I N Y A T E S . I l l 
1 9 1 2 • 1 9 6 5 

F R A N K W . Y A T E S 
1 9 3 6 - 1 9 8 6 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 
P R E S I D E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

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 
c/o Mary A. Irwinsky 
3912 8th Avenue 
Fort Worth, Texas 76110 

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 

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 I 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 

Landman 
RB/ljf 
enclosures 



Z 3S1 fc>13 34fl 
US Postal Service 
Receipt for Certified Mail 
No Insurance Coverage Provided. 
no not use tor In*"""'*™' ( S e e r e v e r s e ) 

W. Schnaubert, Life Estate 
dtetMerr^^lrwinsky 

clrt Worth. Texas 76110 

Postage 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

Return Receipt Shoeing to Whom 
Date, & Addressee's Address 

O 
O 
CO 
CO 

E 
o 
u_ 
<f> 

TOTAL Postage & Fees 
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SENDER: . 
• Corrlplete items 1 and/or 2 for additional services. 
• Complete items 3, 4a, and 4b. 
• Print your nan* and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: ^ \ 

Tom W. SchrwijjM^rOtV^tate 
c/o Mary A.\lrwinsky y 
3912 8th AvenDe— 
Fort Worth, Texas 76110 

« 

4a. Article Number 

z. 3S7 4 93 3vi 
3. Article Addressed to: ^ \ 

Tom W. SchrwijjM^rOtV^tate 
c/o Mary A.\lrwinsky y 
3912 8th AvenDe— 
Fort Worth, Texas 76110 

« 

4b. Service Type 

• Registered ET Certified 

• Express Mail • Insured 

• Return Receipt for Merchandise • COD 

3. Article Addressed to: ^ \ 

Tom W. SchrwijjM^rOtV^tate 
c/o Mary A.\lrwinsky y 
3912 8th AvenDe— 
Fort Worth, Texas 76110 

« 
7. Date of Delivery 

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

6. Signature: (Addressee or Agent) 

X 

8. Addressee's Address (Only if requested 
and fee is paid) 
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TE5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOOTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 

11/26/97 

X New Drilling 
Recompletion 

X Oil 
X Gas 

Injector 

Development X Original 
X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea l 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600" 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE 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 
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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,1001 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" @ 450' 

83iF ,"j§r4¥50 v 

5-T/2,v@"^27600v'' 

Tubing 2 7/8" <fb 12400' 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY ' DATE 



Producer-8SR«T. far Lew*) 5-9« (One YEAR PAID UP LEASE) Form345 
I O I L A N D G A S L E A S E Hin.PoorbtothPreM.Inc. 

RotweD, New Mexico 

THIS AGREEMENT made thii 9th d a y o f December ^ 1 9 97 
Lavena Howard, Joan Garrison and Reita Schnaubert, each dealing j.n her 5ole and separate 
property, LESSOR; and YATES PETROLEUM CORPORATION - 70%, YATES; DRILLING COMPANY/.- 10%, 
ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. - 10%, a l l New Mexico Corporations, 
L E S S E E , _ Leasee, WITNESSETH: 

1. I^nrincnn.lden.rlnnr.f T e T 1 a n d n o / 1 0 0 • - T v n ^ 

a 10.00 ) in band paid, of tbe royaldes berein provided and of the agreements of Lessee herein contained, 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, tnd bousing Its employees, 
the following described land In ', L e a County, New M e x i c o ' , to-wlt: 

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 berein 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 Lessee are: (a) on oil, .^1/4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor Into tbe pipe line to 
which the wells may be connected; Lessee may from time to dme purchase any royalty oil in its possession, paying the market price therefor prevailing for the field wriere 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 market value at tbe weU of, 1 /4 , of the gas so sold or used, provided thatongassoldatthewellstbe royalty shall be 1 /4 -• of the anmu 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 orbefore ninety (90) days after lbs 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 notterntinateanditwintecotudderedtrjatgMb 
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 tbe date said 
payment is due. Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oil and gas shaU be computed 
after deducting any so used. . . . 

4. Lessee, at its option, is hereby given tbe 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 tbem, with other land, lease 
or leases in tbe immediate vicinity thereof to the extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do so in order property to explore, or to develop and operate 
said leased premises in compliance with tbe spacing rules of tbe New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the jodgmest of Lessee, promote 
tbe conservation of oil end gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres etch in area, and units pooled for 
gas hereunder shaU not substantially exceed in area 640 acres each plus a tolerance of 10% thereof, provided that should governmental authority having jurisdiction prescribe or permit tbe creation 
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee tinder tbe 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 w»n™-t ihall not exhaust the rights of tbe Lessee hereunder to pool this lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which the leased premises are situated an instrument describing aod designating the pooled acreage as a pooled unit Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and tbe pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas is paying quantities has theretofore been completed or upon which Operations for the drilling of a well for oil or gas have theretofore been ttrnirrmnrtd 
Operations for drilling on or production of oil or gas from any part of the pooled unit w,hich includes all or a portion of the land covered by this lease regardless of whether neb 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 « operations for drilling 
00 Of production Of Oil and gal from Itnd mtrrd ry nmimrr nr nnt thr. wril nr u/i-llt t» InrateH nn the premise! envrn-H hy thli Imt, mnA th* mHm MtMgfi fVTtriMrlnt tfffh unit or nnln. 
as to oil and gas, or either of tbem, as berein DreMde4 shall be treated for all rjurrx>sê  
For the purpose of computing tbe 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 tbem, from tbe 
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 tbe 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 Irsse tnd Included in the pooled unit that 
pro rata portion of the oil and gas, or el tber of them, produced from the pooled unit wmchtJ*num 
of surface acres Included in tbe pooled unit Royalties hereunder shall be corr t̂ed on the portion of sud 
by this lease and included in tbe unirjust as though such production were from such land. The production from an oil well wi 11 be considered production from the lease or oD pooled unit from which 
it is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not 
from an oil pooled unit In addition to tbe 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 bereby to any cooperative or unit agreement or plan of development and operation, and to any modifications tbereof, 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 tbe basis of the oil or gas allocated to such land under 
tbe 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 tbe New Mexico Oil Conservation 

' Commission, or other 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 tbe same may be recorded either before or after the completion of wells. 

J. 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 tbe end of the primary terms, the lease shall remain in force so long as operations on said well or for drilling Or reworking of any 
additional well are prosecuted with no cessation of more than 60 consecutive days, and if they result in the production of oil or gas so long thereafter as oil or gas it produced from said land, or fmm 
land pooled therewith. If, after the expiration of rite ririmary term of tiû  lease and after oil or gas is produced fro 
any cause, this lease shaU not terminate if Lessee commences operations for drilling or reworking within 60 days after tbe cessation of such production, but shaU remain in force and effect so long 
as such operations are prosecuted with no cessation of nioretrian 60 consecutive days, and if they result In u ^ r ^ and gas, so long thereafter as oil crgs*U priced from said to 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument tiled for record in the sppropriate records of 
the county in which die 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 weU or weUs producing oil or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of aod draining tbe lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells as a 
reasonably prudent operator would drill under tbe same or similar circumstances. Lessee may at any time execute and deliver to Lessor or place of record a release cr 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 tbe 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 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 afcrnnpliihedt 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 been furnished by registered VS. mail at Lessee's principal place of business with a certified copy of recorded instrument or Instruments evidencing same. 
In tbe 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 Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of tbe estate 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 shaU 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 tbe « T " « " « « with tbe 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 quantities and 
one well per 640 acres plus an acreage tolerance not to exceed 10% of 640 acres of tbe area retained hereunder and capable of producing gas in paying quantities. 

9. Leuor hereby warrants and agrees to defend tbe 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 so. it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without impairment 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 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 (he . 
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, role or regulation 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 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 WHEREOF, this instrument is executed on the date first above written. 

Lavena Howard Lessor 

Joan Garrison Lessor Reita Schnaubert Lessor 



HNDIVIDUAL ACKNOWLEDGEMENT 

STATE OF 
County of _ } ss. 

This instrument was acknowledged before me fliis. 

jjy Lavena Howard, dealing In h$r sole and separate property 

My commission expires 
Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF , 
County of } ss. 

This instrument was acknowledged before me this. 

jjy Joan Garrison, dealing in,her sole and separate property 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATEOF- , 
County of .— j-ss. 

•This instrument was acknowledged before me this. 

k Reita Schnaubert, dealings i n her sole and separate property 
oy : — ' — j — 

My commission expires 
Notary Public 



MARTIN YATES. Ill 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
P R E S I D E N T 

P E Y T O N V A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
S E C R E T A R Y 

DENNIS G. K I N S E Y 
T R E A S U R E R 

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 

Robert Bullock 
Landman 

RB/ljf 
enclosure(s) 



Z 3S1 1^3 3SS 
US Postal Service 
Receipt for Certified Mail 

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

Bristol Resources Corporation 
66S5Wtewis, Suite 200 

TcWl̂ .QW.arjiDina 74136 

Postage $ 

Certified Fee 

Special Delivery Fee 

i n 

Restricted Delivery Fee 

1 
19

91
 

Return Receipt Showing to 
Whom & Date Delivered 

Q. < 
Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

80
0,

 

TOTAL Postage & Fees $ 

P
S

 F
o
rm

 3
 

Postmark or Date . 

01 > o 
« 
c 
o •o 
o 

CL 
E o o 
<A| 
V) 
UJ 
cc 
a 
a 
< 
z 
DC 
3 

SENDEH: 
• Complete items 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

Bristol Resources Corporation 
6655 S. Lewis, Suite 200 
Tulsa, Oklahoma 74136 

4a. Article Number 

2 S S I 6 9 3 
3. Article Addressed to: 

Bristol Resources Corporation 
6655 S. Lewis, Suite 200 
Tulsa, Oklahoma 74136 

4b. Service Type 

• Registered JS( Certified 

• Express Mail • Insured 

• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

Bristol Resources Corporation 
6655 S. Lewis, Suite 200 
Tulsa, Oklahoma 74136 

7 -"-"BEt 151997 
5. Received By: (Print Name)^—- 8. Addressee's Address (Only if requested 

6. Signature: (Addressee or Agent) A 

8. Addressee's Address (Only if requested 

8 

<n 
JL 
o 
o 
e 
cc 
E 
3 
« 
rx 

3 
O >> 

J£ 
C 

a 

PS Form 3 8 1 1 , December 102595 97 B 0179 Domestic Return receipt 



vTE5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
TELEPHONE (505) 74S-1471 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 
Recompletion 

X Oil 
X Gas 

Injector 

Development X Original 

X Exploratory Revised 
Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760* FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days <|j $74667day + S^Ok^mobijization^ 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 

Drill Sterrt Testing, OHT I ^ M K I I I I I Z I Z I I l I l l 
Electric Logs & Tape Copies 

Tools & Equip. Rntl., Trkg. & Welding"'" ™."Z "... 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 

Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

DRY HOLE COMP'DWELL 
1,200 1,200 

15,000 15,000 

365,000 365,000 
15,000 15,000 
32,000 32,000 
11,600 11,600 
24,000 24,000 
10,000 10,000 
25,400 25,400 
24,500 24,500 
17,400 17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100| 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" @ 450' 

. ^ ^ ^ ^ ^ ^ 

Tubing 2 J J * " 3 J . 2 d Q 0 ' 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
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 66,1001 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 
RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY 

I 

DATE V -

1 r 



M A R T I N Y A T E S . Ill 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRHTIDN 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
CHAIRMAN OF T H E BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

December 10, 1997 

R.G. Barton, Sr. and 0. Barton Rev. Trust 
Roy G. Barton, Jr. Trustee 
P.O. Box 978 
Hobbs, New Mexico 88241-0978 

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 

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) 



Z 351 Ln3 3SM 
US Postal Service 

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

F .^'."Barton, Sr. and O. Barton 

f-

F StUetTrXH&r 
F n ^ <3 R a r f n n . I r T n [ c t o p 

M 7 8 : ZIP Code 

pj^§, New Mexitg 88241-0978 

Q. < 
o o co co 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, i Addressee's Address 

TOTAL Postage & Fees 

Postmark or Date 

a 
E 
o 
o 
Cfl 
u 
111 
a 
a 
a 

SENDER: -
•Cofnplete Hems 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

permit 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt win show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

8 
t 

I 
EC ' 

3. Article Addressed to: 

R.G. Barton, Sr. and O. Barton 
Rev. Trust 
Roy G. Barton, Jr., Trustee 
P.O. Box 978 
Hobbs, New Mexico 88241-0978 

4a. Article Number 
2- 3 5 ' I 3 5 " / 

4b. Service Type 
• Registered jg[ Certified 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 
7. Date of Delivery _ 

o, 
>>: 5. Received By: (Print Name) 8. Addressee's Address (Only tf requested 

and fee is paid) „ . 

3 
102595-97-&0179 Domestic Return Receipt 



0"E5 
PETROLEUM 
CDRPDRHT1DN 

1 0 5 SOUTH F O U R T H S T R E E T 

ARTESIA, NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 - « - 1 4 7 1 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Well Objective: Well Type: 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 

11/26/97 

Development X Original 

X Exploratory Revised 
Final 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE 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 32,000 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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 

Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

50,000 

591,1001 

50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

807,700 

930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020' Casing 11-3/4" ^ 4 5 0 " 7,600 7,600 

8-5/8" <g> 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 & 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 
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M A R T I N Y A T E S . I l l 
1912 - 106% 

F R A N K W Y A T E S 
193a - 1 9 e e 

PETROLEUM 
CDRPDRRTIDN 

1 0 5 S O U T H F O U R T H S T R E E T 

ARTESIA . N E W MEXICO 88210 

TELEPHONE ( 5 0 5 ) 748 -1471 

December 10, 1997 

S. P. V A T E S 
CHAIRMAN OF THE SOARO 

J O H N A . Y A T E S 

P E Y T O N Y A T E S 
E X E C U T I V E v c E P W * c e ^ 

R A N D Y G . P A T T E R S O N 
SECRETARY 

D E N N I S G . K I N S E Y 
TREASURER 

DEC 19 199/ 

R.G. Barton, Sr. and O. Barton Rev. Trust 
Roy G. Barton, Jr. Trustee 
P.O. Box 978 
Hobbs, New Mexico 88241-0978 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: Held 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 cal! me at 505-748-4351 if you have any questions regarding this proposal. 

Very truly yours 

YATES PETROLEUM CORPORATION 

Robert Bullock 
Landman 

RB/ljf J 
enclosure^) j ) / J 



Dec-15-97 04:27P B a r t o n O i l Producer's 505-393-0970 P . 0 1 

ATES 
I PETROLEUM 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING S RECOMPLETION 

-MM- hMnrnnnr A f ! 

IOS SOUTH FOURTH S T R U T 

A f ! Typr WU ODjKUn: 
IOS SOUTH FOURTH S T R U T X New Drilling { X Oil 

ARTESIA. NEW MEXICO 80210 Racoirpietion 1 X oas 
TrLCPMONC (BOS) 7<U-14tt injector 

AFE NO. 

AFE DATE 

AFE STATUS; 

97-343-0 
11/2BA97 

Development X_ Onaral 

X Exploratory Revised 
Finai 

LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 PROJD DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Lea i 
PROJD DEPTH 
STATE 
LOCATION 
HORIZON 

New Mexico 
LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

3,300' FSL & 760' FWL 

PROJD DEPTH 
STATE 
LOCATION 
HORIZON 

Section 2-16S-35E 

LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

PROJD DEPTH 
STATE 
LOCATION 
HORIZON Morrow 

LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

OH S Oat Division 

LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

LEASE NAME 
COUNTY 
LEGAL DESC 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

PROGNOSIS | 

INTANGIBLE DRILLING COSTS: 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

COMPDWEIL 
Staking, Permit 4 Legal Fees 
Location, Right-of-way 
Drilling, Footage 
Drilling, Daywork .< l ^ys5J7 j«0«av_*_M0 lc moWliatlon_ 
Drilling Water, Fasiine Rental ' _ "Z 
Drilling Mud 4 Additives Z 
Mud Logging Unit, Sample Bags ' " ~ 
Cementing - Surface Casing 

Drill Stem Testing, OHT •fpSf,"""'Z7"ZZ'ZZ7.~~ 
Electric Logs 4 Tape Copies 
Tools 4 Equip. Rntl., Trkg. 4 Welamg 
Supervision S Overhead 
Contingency • " 

922- 220 Conng, Tools 4 Service 
920-240 Bits, Tool & Supplies Purchase " ~ " 
923- 350 Cementing - Production Casing 
920-410 Completion Unit-Swabbing ™~ ~ 
920-420 Water for Completion 

920-430 Mud 4 Additives for Completion _ZZS ZZ ~Z 
92C-440 Cementing - Completion 
923-450 Elee. Logs, Testing, Etc. - Completion 
92C-480 Tools 4 Equip. Rental. Etc. - Completion 
920-470 Stimulation for Completion one zone testioni'jv™ 
920-480 Supervision 4 O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-E10 Bits, Tools 4 Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

1,200 1,200 
15,000 15,000 

365,000 365,000 
15,000 15,000 
32.000 32,000 
11.600 11,600 
24,000 24,000 

10,000 10,000 
25,400 25,400 
24,500 24.500 

17,400 17,400 

...... ...... 
50,000 50.000 

36.500 
10.000 
8,000 
1,000 

0 
35,000 
20,000 

' - 100,000 ' - 3,100 ' -
1,200 

' -

1,800 

591,100 807,700 

930-010 
930-020 

930-030 
930-040 

940-010 
940-020 
940-030 
94C-040 

TOTAL COSTS 

Christmas Tree & Wellhead 
Casing 11_-3/4" <g 450' 

Tubing ZZJIMM^^ZZZZZZZZZZZZI"" 
Packer 4 Special Equipment _ 

Pumping Equipment i n £ ' u d ! r j S j ? ? ' 0 1 ^ forjefectncrty 
Storage Facilities _ 
Separation Equip.. Flowiines, Misc. ' ~ 
Trucking 4 Construction Costs 

TOTAL TANGIBLE EQUIPMENT COSTS 

2,000 28.000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
6,000 

116,000 
22,700 
25.000 
15.700 

66,100 405.500 

657,200| 1,213.200 

APPROVAL OP 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. 

iPrepa'M Op«raUons 

1 By AL SPRINGER Approval 

Lj£i ^ts£Z rz>^. 
u n i t , f / / r * 

BY DATE 

BY DATE 

PATF 



M A R T I N Y A T E S . I l l 

1 9 1 2 • 1 9 8 5 

P R A N K W Y A T E S 
1 9 3 6 - 1 9 8 6 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S P Y A T E S 
" • • / . i R M A N " H E B O A R D 

J O H N A Y A T E S 
T R E S O E N T 

P E Y T O N Y A T E S 
E X E C U T I V E v =£ P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

December 9, 1997 

Katherine Adeline Cone Keck 
1801 Avenue of the Stars, Suite 446 CERTIFIED MAIL 
Los Angeles, CA 90067 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 return the AFE to our office, and I 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/ljf 
enclosures 



z 3 5 1 t i n fl?S 
US PostaJ Service 

Receipt for Certified Mail 
No Insurance Coverage Provided 
S f j g i j s e f o r ^ 

reverse) 

Q. < 
o 
o 
co 
co 
E 

Postage $ 
Certified Fee 

Special Delivery Fee — -

Fleslricted Delivery Fee 

Return Receipt Showing to 
.Whom* Date Delivered 

Return Receipt Snowing to Whom 
Dale, i Addressee's Address 

TOTAL Postage & Fees $ 
rusimarn or Date . 

> o 
w 
0) £ 
c 
o 
u 

I 
Q. 
E o u <"\ tn 
cc 
Q 
Q 
< 
z 
cc 
3 
t-
Ul 
CC 
k . 
3 
O 
>> 
n 

SENDER: 
• Complete itsms 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

y -
Katherine Adeline Cone Keck 
1801 Ave. ofthe Stars, Suite^l46 

. Los Angeles, CA 90067 

r\ 

4a. Article Number 

2 >3& dffi 
3. Article Addressed to: 

y -
Katherine Adeline Cone Keck 
1801 Ave. ofthe Stars, Suite^l46 

. Los Angeles, CA 90067 

r\ 

4b. Service Type 
• Registered 0'Certified 
• Express Mail • Insured 
• Return Receipt (or Merchandise • COD 

3. Article Addressed to: 

y -
Katherine Adeline Cone Keck 
1801 Ave. ofthe Stars, Suite^l46 

. Los Angeles, CA 90067 

r\ 
7. Date of Delivery -—\ 

5. Received By: (Print Name) VJ / 7 8. Addressee's Address (Only i l requested 
and fee is paid) ^ 

$ '7$6/'-cY 

8. Addressee's Address (Only i l requested 
and fee is paid) ^ 

$ '7$6/'-cY 

tt 
u 
tt 
cc 
E 
3 
tt 
cc 

c 
w 
3 

3 
O >. 
c 
IS 

PS Form 3 8 1 1 , December 1994 102S95-97 B 0179 Domestic Return Fteceipt 



M A R T I N Y A T E S . Ill 
19)2 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

CTE5 
PETROLEUM 
CDRPDRRTIDN 

C H A I R M A N O F T H E B O A R O 

J O H N A. Y A T E S 
P R E S I O E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I O E N T 

S. P. Y A T E S 

R A N D Y G. P A T T E R S O N 

ARTESIA. NEW MEXICO88210 

1 05 SOUTH FOURTH STREET 
S E C R E T A R Y 

DENNIS G. K I N S E Y 
T R E A S U R E R 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

December 9, 1997 

Katherine Adeline Cone Keck 
P.O. Box 10321 
Lubbock, Texas 79404 

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 

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 I 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/ljf 
enclosures 



Z 351 3 ^ 

SSffrt fS?Cert i f ied Mail 

B g w n n e A ^ 

B et u m Receipt Showing to 
VVhom&OateJeUvere^ 

* Addressee's Address 

O 
O 
CO 
co 

TOTAL Postage & Fees 

SENDER: 
.•Complete-items 1 and/or 2 for additional services. 
• Complete items 3,4a, and 4b. 

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

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

•Write'Retum Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt win show to whom the article was delivered and the date 

delivered. 

a > 
a 
e 
£ 
c 
o •a 
o ** 
4t 
a 
£ 
o 
o 
0>l 
tn 
ui 
rx 
a 
a 
< 
z 
fX 
I -
UJ 
DC 
b-
3 
O 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

t 
tn 

3. Article Addressed to: 

Katherine Adeline Cone Keck 
P.O. Box 10321 /8°iAvt.*j./AtSt*A- t; 

-bttbboek.-Texas 79494-

4a. Article Number 

2 3 f l 
cc 
E 

4b. Service Type 5 

p Registered & Certified « 

• Express Mail • Insured •£ 

• Return Receipt for Merchandise • COD ? 
7. Date of Delivery 

o 
5. Received By: (Print Name) 

6. Signature: (Addressee or Agent) 

8. Addressee's Address (Only it requested 
and fee is paid) / 9 

* 3 ~ 

PS Form 3 8 1 1 , December 1994 102595-97 B O 179 Domestic Return Receipt 



fl"E5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

1 0 5 SOUTH F O U R T H S T R E E T 

ARTESIA. NEWMEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 

11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300" FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'DWELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 

Drilling, Daywork A ^ i ^ a Y ^ W ^ ^ ' 1 ^ ' . * " ^ ^ Mobilization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 
Drill Stem Testing, OHT 2 D S T V ' ' " " . . " . . 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 

36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100 807,700 

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 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., Flowiines, 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 DATE 

BY DATE 

BY 
r— 

DATE 

1 r l 



Producers SS Key. rear Lease) 5-96 (One YEAR PAID UP LEASE) Form 345 

O I L A N D G A S L E A S E HaB.ft>c^ghPie*s.Inc. 
Rotwen, New Mexico 

THIS AGREEMENT made this ^ t h d a y o f D e c e m b e r ^ wJLZjbetween 

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

• - Lessee, WITNESSETH: 
1. l^.orlncomlder.riM.rf T e n a n d n o / 1 0 0 • ^ -, Twf.,. 

ts 10.00 ) in hand paid, of the royalties herein provided and of the agreements of Lessee herein contained, 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 ] L e a County, New M e x i c o [ , jo-wit 

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

2. Without reference to die 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 thii date (called "primary term") and as long thereafter as oil or gas is produced from said land or land with which said land ii pooled hereunder. 

3. The royaldes to be paid by Lessee are: (a) on oil,. . ' 1 /4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor into tbe 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 casipghead 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 at the well of. 1 /4 . .of tbe gas so sold or used, provided that on gas sold at tbe wells the royalty shall be 1 / 4 o f t h e an»untrealizedfromsuch sale; while 
there is a gas well on this lease or on acreage pooled therewith but gas is not befog sold or used, lessee may pay or tender as royalty, on or M 
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 tbe date said 
payment is due. Lessee shall nave 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 p i snail 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 tbem, with other land, lease 
or leases in the immediate vicinity tbereof to the extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises In compliance with the spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do so would, in the judgment of Lessee, promote 
the conservation of oil and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in ansa, 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 W*~ , >« 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 die 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 exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to Include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for QQ or gas have theretofore been """""fT'd 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of the land covered by this lease regardless of whether such operations for 
drilling were commenced or such production was secured before or after the execution of this instrument or tbe Instrument designating the pooled unit, shaU be considered as operations for drilling 
on or production of oil and gas from land covered by this lease whether or not the welt or wells be located on the premises covered by this lease, and the entire acreage constituting such unit or units, 
as to oil and gas, or cither of them, as herein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, at if the same were Included In mis lease. 
For the purpose of computing (he 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 tbe 
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 tbe pooled unit after deducting 
that used for operations on the pooled units. Such allocation shall be on acreage basls-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 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 tbe 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 aod included In tbe unit Just as though such production were from such land. The production from an oil well will be considered production from tbe lease or oil pooled unit from which 
It is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not 
from an oil pooled unit In addition to the foregoing. Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance 
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by tbe New Mexico Oil Conservation 
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oil or gas allocated to such land under 
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is computed and paid. This lease shall 
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said 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 leased premises are situated, an instrument describing such agreement or plan of operation and reflecting 
the commitment thereto, and tbe 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 prosecuted 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 tbe expiration of the primary term of this lease and after oil or gas is produced from said land, or from land pooled therewith, tbe 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 so long 
as tuch 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 oil or gas is produced from said land, 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by instrument filed for record In the appropriate records of 
the county in which tbe 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 oil or gu 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 offset weU or weUs is a 
reasonably prudent operator would drill under tbe 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 tbe 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 tbe 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 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 snail be binding on Lessee 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 evidencing same. 
In the event of assignment hereof In wbole or In part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of a portion tbereof 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 

S. 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 tbe estate 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 shaU 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 tbe 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 shaD 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 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 bereby 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 so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Without impairment 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 simple estate, then the royalties to be paid 
Lessor shall be reduced proportionately. Should any one or more ofthe parties named as Lessors fail to execute this lease, It shall nevertheless be binding upon tbe party or parties executing tbe . 
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, rale or regulation 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 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 tbe 
time while Lessee is to 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. 

Katherine Adeline Cone Keck 
Lessor Lessor 



INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 
County of • } ss. 

This instrument was acknowledged before me this. 

by 

My commission expires 

Notary Public 

COLORATION ACKNOWLEDGEMENT 

STATE OP NEW MEXICO, 
County, of : 

This instrument was acknowledged before me this 

by _ _ - as. 

of • 
on behalf of said corporation. 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

corporation 

STATE OF .TEXAS 
County of ss. 

-This instrument was acknowledged before me this. 

by Katherine Adeline Cone Kecl$ 

My commission expires 

Notary Public 
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M A R T I N Y A T E S . Ill 
t 9 1 2 - 1985 

F R A N K W. Y A T E S 
1936-1986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF T H E BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

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 welt 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 I 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 

Landman 

RB/ljf 
enclosures 
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US Postal Service 
Receipt for Certified Mail 
No Insurance Coverage Provided. 
Do not use lor International Mail (See reverse) 
I Sent Io 

Marilyn Cone 
TftBtABffilr" D.C. Cone Trust 
F iQiSuM^^ode 
Ln^frw-U- Tpvac 79464 

Postage 

Certified Fee 

Special Delivery Fee 
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co 
CO 
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o 
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K l 
0. 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, & Addressee's Address 

TOTAL Postage & Fees 

$ 

Postmark or Date 

S< SENDER: 
» 
« 
« > 
£ 

•Complete items 1 anoVor 2 for additional services. 
• Complete items 3, 4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece. or on the back if space does not 

permit. 
• Write "Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt will show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
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u 3. Article Addressed to: 

Marilyn Cone 
Trustee for D.C. Cone Trust 
P.O. Box 64244 
Lubbock, Texas 79464 

4a. Article Number 
2L 3JTI 3</a 

4b. Service Type 3 
• Registered fit Certified K 

cn 
• Express Mail • Insured £ 
• Return Receipt for Merchandise • COD :J 
7. Date of Delivei 

lyii (Only if requested -g 

. Signature* (Addressee or Agent) 

8. Addressee's Addre 
and fee is paid) . _ _ = 

,^>*>3 Its A 
i Rect PS Form 3811, December 1994 102595-97-B-O179 Domestic Return Receipt 



Yates Petroleum 
?r l™ Robert Bullock 
105 South Fourth Street 
Artesia, New Mexico 88210 

DC TRUST 
MARILYN CONE, TRUSTEE 

P.O. Box 93355 
Lubbock, Texas 79413 

(806) 795-8827 

December 18, 1997 

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

" « supPly this office wM, t h e M o w i n g m x m 6 ^ 

Thank you. 

Yours truly, 

CheryQ R. %kss 

Z7 

S 3 1 ? 8 the proration unit? 
What is our interest? 

end. 
/err 



fl"E5 
PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
T E L E P H O N E ( 5 0 5 ) 748-1471' 

AFE Type: Well Objective: 

X New Drilling 

Recompletion 

Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

x Oil 

X Gas 

Injector 

Development X Original 
X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea I 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 
920-130 Drilling, Daywork 4l"days"@'$7400)day'+'$4d 
920-140 Drilling Water, Fasline Rental 
920-150 Drilling Mud & Additives 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementing - Surface Casing 

920-180 Drill Stem Testing, OHT Y o S T s Z Z " Z Z Z Z Z ' I 
920-190 Electric Logs & Tape Copies 
920-200 Tools & Equip. Rntl., Trkg. & W e l d i n g ' 
920-210 Supervision & Overhead 
920-220 Contingency 

920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 
920-410 Completion Unit - Swabbing 
920-420 Water for Completion 
920-430 Mud & Additives for C o m p l e t i o n . " Z 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion 
920-470 Stimulation for Completion one zone test only 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

DRY HOLE COMP'D WELL 
1,200 1,200 

15,000 15,000 

365,000 365,000 
15,000 15,000 
32,000 32,000 
11,600 11,600 
24,000 24,000 
10,000 10,000 
25,400 25,400 
24,500 24,500 
17,400 17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

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" <j£ 4650* 56,500 56,500 
5-1/2" <a> 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



Producer! 88 Rer.. rear Lease) 5-96 (One YEAR PAID UP LEASE) Fbrm34J 

, . OILAND GAS LEASE HiU-PowtwthPrwi.inc. 
Roswell, New Mexico 

THIS AGREEMENT made thii 9 t h d a y o f D e c e m b e r 19_£Zjbetween 

Marilyn Cone, Trustee f o r D.C. Cone Trust, LESSOR;'and YATES PETROLEUM CORPORATION - 70%, 
YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%", MYCO INDUSTRIES', INC. - 10%, 
a l l New Mexico Corporations, LESSEE, 

• - rr, J Lessee* WITNESSETH: 
I. Lessrg.ncons.ricrarfonnf T e n a n d no/100 • -> ^ ' K,nm 

(S 1 0 . 0 0 ) In hand paid, of the royaldei herein provided and of the agreements of Lessee herein contained, hereby grants, leases and lets exclusively unto I f MID for the ' 
purpose of invesdgadng, exploring, prospecting, drilling and mining for and producing oil and gas, laying pipe lines, building roads, tanlo, 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 boosing its employees, 
the following described land in L e a County, New M e x i c o , tc-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 herein provided, and notwithstanding anything else herein contained to tbe contrary, this lease shaU 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 Lessee are: (a) on oil,. w 1 / 4 of that produced and saved from said land, the same to be delivered at tbe wells or to toe credit of Lessor into tbe 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 casipghead 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 at the well of. 1 /4 of the gas so 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 lease or on acreage pooled therewith but gas is not being sold or used. Lessee may pay or tender as royalty, on orbefore ninety (90) day* after tbe 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 wiO be considered that gas is beingproduced 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 tbe 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 tbe royalty on oil and gas ttwfl be computed 
after deducting any so used. . . . 

4. Lessee, at its 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 tbem, with other land, lease 
or leases In the immediate vicinity tbereof to the extent, hereinafter stipulated, when in Lessee's judgement it is necessary or advisable to do so in order properly to explore, or to develop and operate 
said leased premises in compliance with tbe spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or wben to do so would, in the judgment of Lessee, promote 
the conservation of oil and gas in .and under and that may be produced from said premises. Units pooled for oil hereunder shall not substantially exceed 40 acres each in ansa, 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 orpermit the creation 
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under tbe 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 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 exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it is not required to include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been fomwnffd 
Operations for drilling on or production of oil or gas from any part of the pooled unit wjiich 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 gu from land covered by this lease whether or not the well or wells be located on the premises covered by this lease, and tbe entire acreage constituting tuch unit or units, 
as to oil and gas, or either of them, as berein provided, shall be treated for all purposes, except the payment of royalties on production from the pooled unit, as if the same wen 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 ofthe oil and gas, or either of tbem, produced from the pooled unit after deducting 
that used for operations on the pooled units. Such allocation shall be on acreage basls-that is to say, there shall be allocated to the acreage covered by thit 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 tbe pooled unit Royalties hereunder shall be computed on the portion of such production, whether it be oil and gas, or either of tbem, to 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 oQ pooled unit from which 
It Is producing and not as production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from which it is producing and not 
from an oil pooled unit In addition to tbe foregoing. Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance 
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by the New 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 oU or gat illocttrd to tuch 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 it computed and paid. This lease shall 
not expire during the life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico Oil Conservation 

' Commission, or other 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 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 taid weU or for drilling or 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 so long thereafter as oil or gat it produced from taid 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, tbe production thereof should oease bom 
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 to 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 thereafter as oil or gat It produced from taid land, 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by Instrument filed for record in the appropriate records of 
the county in which the leased premises are situated at any time after the completion of a dry hole or the cessation of production on said unit In tbe event a well or wells producing oil or gu 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 offset wall or wells u a 
reasonably prudent operator would drill under tbe 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 now on taid 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 ihall be binding on Lessee until 
thirty (30) days after Lessee shall nave been furnished by registered U.S. mail at Lessee's principal place of business with a certified copy of recorded Instrument or Instruments evidencing tame. 
In the event of assignment hereof in wbole 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 tuch 
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 aU tuch 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 tbe estate 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 shall nodfy Lessee In 
writing of the facts relied upon u 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 tbe 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 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 said land either In whole or in pan, 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying tame. Without Impairment 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 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 tbe party or parries 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 gu 
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, role or regulation 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 lease 
shall be extended while and to long as Lessee Is prevented by any such cause from conducting drilling or reworking operations on or from producing oil or gu 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 



M A R T I N Y A T E S , 111 

1912 - 1985 

F R A N K W . Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A . Y A T E S 

PRESIDENT 

P E Y T O N Y A T E S 

E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R Y 

D E N N I S G . K I N S E Y 
T R E A S U R E R 

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 
Lubbock, Texas 79404 

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 

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 I 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 

Rob/rt Bullock 
Landman 

RB/ljf 
enclosures 
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US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided 
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[TOTALPostages Fees 

Postmark or Date 

SENDER: • 
•Complete items 1 and/or 2 for additional services. 
•Complete Items 3, 4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

permit. 
•Write 'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt will show to whom the article was delivered and the date 
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3. Article Addressed to: 

Jack McClendon, AdeHine Z. Cone 
and S.E. Cone, Jr. 
c/o S.E. Cone, Jr. 
P.O. Box 10321 
Lubbock, Texas 79404 

5. Received By: (Print Name) 

"PS. . 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

4a. Article Number 
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4b. Service Type 

• Registered 

• Express Mail 

• Return Receipt fojjU 

7. Date of Deli' 
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• COD 
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M A R T I N V A T E S , III 
1 9 1 2 - 1 9 8 5 

F R A N K W. Y A T E S 
1936 - 1 986 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO 88210 

TELEPHONE ( 5 0 5 ) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF THE BOARO 

J O H N A. Y A T E S 
PRESIOENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIOENT 

R A N O Y G. P A T T E R S O N 
SECRETARY 

D ENNIS G. K I N S E Y 
TREASURER 

December 9, 1997 

ttstfc8djygtsTt^«frySi^^ 

£63 S.E. Cone, Jr. 
P.O. Box 10321 
Lubbock, Texas 79404 

8 

RE: 

change per Robert Bullock 12//5/97 

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 

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 I 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/ljf 
enclosures 



PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea l 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMfD 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 (S> $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 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100 807,700 

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" <S> 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY 

BY 

DATE 

DATE 

BY DATE 



Producers SS Rer.: Yttr Lease) 5-96 (One YEAR PAID UP LEASE) 

OIL AND GAS LEASE 

THIS AGREEMENT made thli. 9th 

Form 343 
rltJl-Poorbaugh Press, Inc. 

Roswell, New Mexico 

. day of_ December 
,19. 97 

Jack McClendon, Adelline Z. Cone and S.E. Cone/ 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%, a l l New 
Mexico Corporations, LESSEE. Leuee,WITNESSETH-

1. Lessor inconsiderationof , T e n a n d n o / 1 0 0 • • 

(S 1 0 . 0 0 ) in hand paid, of tbe royaldes herein provided and of the agreements of Lessee herein contained, hereby giants, leases and lets exclusively unto Lessee for the 
purpose of invesdgadng. 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 , .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 oil or gas and without further payments than the royaldes berein provided, and notwithstanding anything else herein contained to the contrary, mis lease shall be for a term of 1 yean 
from this date (called "primary term") and as long thereafter as oil or gu 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 / 4 of that produced and saved from said land, the same to be delivered at the wells or to the credit of Lessor Into tbe 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 gat, 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 market value at the weU of. 1 / 4 . .of the gas so sold or used, provided that on gas sold at the wells the royalty shall be 1 /4 • •• of tbe anuunt realized from such sale; while 
there is a gas well on thU lease cr on acreage pooled therewith but gas is not being sold or used. Lessee may pay or tender as royalty, on or before ninety (%) days after d>a 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 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 tbe parties entitled thereto on or before tbe 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 oU and gu be computed 
after deducting any soused. 

4. Lessee, at its 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 die immediate vicinity tbereof to the extent, hereinafter stipulated, when in Lessee's judgement it Is necessary or advisable to do so in order properly to explore, cr to develop and operate 
said leased premises in compliance with tbe spacing rules of the New Mexico Oil Conservation Commission, or other lawful authority or when to do to would, in the judgment of Lessee, promote 
the conservation of oil and gat 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 
gas hereunder shall not substantially exceed In area 640 acres each plus a tolerance of 10% tbereof, 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 die 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 stranrai cr strata, and oU units need not conform u to area witn 
gas units. The pooling in one or more Instances shall not exhaust the rights of the Lessee hereunder to pool this lease or portions tbereof into other units. Intro shaU file for record In the 
appropriate records of the county In which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit. Iritfi? may at its election exeicise its 
pooling option after commencing operadont for or completing an oil or gas well on the leased premises, and the pooled unit may include, but it it not required to Include, land or leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gu htm theretofore been wmmftitArd 
Operations for drilling on or production of oil or gas from any part of the pooled unit which includes all or a portion of tbe land covered by thit lease regardless of whether toon operations for 
drilling wens commenced or tuch production wu secured before or after the execution of this instrument or the instrument designating the pooled unit, than be considered u operadont for drilling 
on or production of oil and gu from land covered by this lease whether or not the well or wells be located on tbe premises covered by this lease, and the entire acreage cccttitsting such unit cr units, 
u to oil and gas, or either of diem, u herein provided, shall be treated for all purposes, except the pavroem of royaJtî  
For the purpose of computing die royalties to which owners of royaldes and payments out of production and each of them, shall be entitled on production of oil and gas, or either of tbem, from tbe 
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 dther of tbem, pro<toced from the pooled tu^ 
that used for operations on tbe pooled units. Such allocation shall be on acreage basls-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 die oil and gat, or either of tbem, produced from the pooled urit which the number of surface acres cowred by tiusleaw 
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 flVKntM to tbe land covered 
by this lease and included in tbe 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 u production from a gu pooled unit; and production from a gu well will be considered u production from the lease or gu pooled unit from which it it producing and not 
from an oil pooled unit. In addition to tbe foregoing. Lessee at its option is hereby given the right and power from time to time to commit taid land cr any part or formation cr mineral substance 
covered bereby 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 OQ Oontervadon 
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 gu ilk?i*irfd to tuch land under 
tbe terms of any such agreement cr plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico is "wptfd and paid. Thit lease ihall 
not expire during the life of tuch agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with the New Mexico OU Conservation 

' Commission, or other lawful authority, and Lessee shall record in the county in which tbe 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 tbe expiration of the primary term oil or gu 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 bole thereon within 60 days prior to the end ofthe primary terms, the lease shall remain in force so long u operations on taid weU or for drilling or 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 so long thereafter u oil or gu it produced from said land, or from 
land pooled therewith. If, after tbe expiration of tbe primary term of this lease and after oil or gu is produced from said land, or from land pooled therewith, the production tbereof should cease from 
any cause, thit lease ihall not terminate if Lessee commences operations for drilling or reworking within 60 days after tbe cessation of such production, but thai) remain in force and effect to long 
u such operadont 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 u oil or gat It produced from laid land, 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dissolved by Lessee by Instrument filed for record In the appropriate records of 
the county in which die 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 weU cr wells producing oil or gas in 
paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill such offset weU or wells u a 
reasonably prudent operator would drill under tbe tame 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 u to such portion or portions and be relieved or all obligations as to tbe acreage surrendered. 

6. Lessee shall have die right at any time during or after the expiration of this lease to rernove all properry and fixtures placed by Ixssee 
all casing. When required by Leuor, 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 taid 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 tuch ownership than be binding on Lessee until 
thirty (30) days after Leasee thai! 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 tame. 
In the event of assignment hereof in wbole 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 tuch 
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 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 
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 tbe obligations 
Imposed by virtue of this instrument After the discovery of oil or gu in paying quantities on said premises. Lessee shall develop the acreage retained hereunder u * 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 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 gu 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 so. It shall be subrogated to such lien with the right to enforce same and apply royalties accruing hereunder toward satisfying same. Wimout Impairment of Lessee's right 
under the warranty in event of failure of tide. It is agreed that if Lessor owns an interest in the oil or gu on, in or under said land less than the entire fee 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 tbe 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 operadont thereon or from producing oil or gu 
therefrom by reason of scarcity of or Inability to obtain cr to use equipment or material, or by operation of force majeure, any Federal or state law or any order, rale or regulation of governmental 
authority, then while to 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 thit lease 
shall be extended while and to long u Lessee it prevented by any tuch cause from conducting drilling or reworking operations on or from producing oil or gu from the leased premises; and tbe 
time while Lessee is so prevented shall not be counted against Lessee, anything in this lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, thit instrument Is executed on the date first above written. 

Jack McClendon L e s s o r 

A d e l l i n e Z . C o n e Lessor S . E . C o n e , J r . 



STATE OF 
County of. 

INDIVIDUAL ACKNOWLEDGEMENT 

Jss. 

This instrument was acknowledged before meithis. 

by Jack McClendon, Successor 'Trustee under Trust "B" created ULWT of 

S.E. Cone 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF 
County of _ } ss. 

This instrument was acknowledged before me this. 

by Adelline Z. Cone, Successor Trustee under Trust "B" created ULWT of 

S.E. Cone 

My commission expires 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

STATB OF. 
County of _ } ss. 

-This instrument was acknowledged before iae this. 

by S.E. Cone. Jr. Succe^so^ Trustee'under Trust "B" created 

ULWT of S.E. Cone • 

My commission expires 
Notary Public 
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M A R T I N Y A T E S . Ill 
1912•198S 

F R A N K W. Y A T E S 
193(5 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. YATES 
CHAIRMAN OF THE BOARD 

JOHN A. YATES 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D ENNIS G. K I N S E Y 
TREASURER 

February 19, 1998 

Mesa Operating Limited Partnership 
P.O. Box 2009, 301 S. Polk 
Amarillo.TX 79189-2009 

RE: 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

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 

Robert Bullock 
Landman 

RB/ljf 
enclosure(s) 



Z MM 3 fllO MD2 
US Postal Service 

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

S a Operating Limited Partnership 
6 ^ 0 0 9 , 301 S. Polk 

Postage 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

a. < 
O 
o 
co 
m 
E 
o 

U-
W 

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

TOTAL Postage & Fees 

Postmark or Date 

SENDER: 
•CompMa Heme 1 anoVor 2 for adottional services. 
•Complete Heme 3,4a, and 4b. 
•Print your name and address on the reverae of this form so that we can return mis 

card to you. 
•Attach this form to the front of the mailpiece, or on me back if space does not 

permit. 
» Write'fleftim Receipt Requested' on the maipiece below the article number. 
•The Return Receipt wil show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 
2. • Restricted Delivery 

Consult postmaster for fee. 
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3. Article Addressed to: 

Mesa Operating Limited Partnership 
P.O. Box 2009, 301 S. Polk 
Amarillo, TX 79189-2009 

5. Received By: (Print Nairn) . 

4a. Article Number 

443 Vio 4oa 
I k C s n l r a T i » u > ' 4b. Service Type 
• Registered <^$jCertlfl^> 
• Express Mai • Insured 
• Return Receipt for Merchandse • COD 
7. Date of Delivery 

$0 FEB m 
8. Addressee's Address (Only If requested 

and fee Is paid) _ 

PS Form 381 ^December 1994 io2695-97-&ot79 Domestic Return Receipt 



TE5 
PETROLEUM 
EDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

Well Objective: Well Type: AFE Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO88210 
TELEPHONE: (505) 748-1471 

X New Drilling 

Recompletion 

X Oil 

x Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: 
920-100 Staking, Permit & Legal Fees 
920-110 Location, Right-of-Way 
920-120 Drilling, Footage 
920-130 Drilling, Daywork " 4 1 days 
920-140 Drilling Water, Fasline RentaT 
920-150 Drilling Mud & Additives """ Z Z ! I I 
920-160 Mud Logging Unit, Sample Bags 
920-170 Cementing - Surface Casing 
920-180 Drill Stem Testing, OHT " i p s r s " 
920-190 Electric Logs & Tape Copies 
920-200 Tools & Equip. Rntl., Trkg. & Welding 
920-210 Supervision & Overhead 
920-220 Contingency 

920-230 Coring, Tools & Service 
920-240 Bits, Tool & Supplies Purchase 
920-350 Cementing - Production Casing 
920-410 Completion Unit - Swabbing Z Z Z Z " Z I 
920-420 Water for Completion 
920-430 Mud & Additives for Completion ' ' 
920-440 Cementing - Completion 
920-450 Elec. Logs, Testing, Etc. - Completion 
920-460 Tools & Equip. Rental, Etc. - Completion 
920-470 Stimulation for Completion one zone test oniy 
920-480 Supervision & O/H - Completion 
920-490 Additional LOC Charges - Completion 
920-510 Bits, Tools & Supplies - Completion 
920-500 Contingency for Completion 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

DRY HOLE COMP"DWELL 
1,200 

15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

1,200 
15,000 

365,000 
15,000 
32,000 
11,600 
24,000 
10,000 
25,400 
24,500 
17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

591,100 807,700 

930-010 
930-020 

930-030 
930-040 

940-010 
940-020 
940-030 
940-040 

Christmas Tree & Wellhead 
Casing 11-3/4" ̂  450" 

. . . . . . „ „ . ^ . „ . . . „ ^ „ . „ „ . „ . . 

Tubing 2J1E.B12A9.9L 
Packer & Special Equipment 

2,000 

7,600 
56,500 

26,000 
7,600 

56,500 
93,000 

35,000 
8,000 

Pumping Equipment 
Storage Facilities 
Separation Equip., Flowlines, Misc. 
Trucking & Construction Costs 

including $20,000 for electricity 116,000 
22,700 
25,000 
15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 405,500 

TOTAL COSTS 657,2001 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 
AL SPRINGEk 

Operations 

R3 By AL SPRINGEk Approval 

OWNER SHARE 

BY OATE 

BY DATE 

BY DATE 



M A R T I N Y A T E S . Ill 
1912 - 1965 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S G. K I N S E Y 
TREASURER 

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 return 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 

Landman 

RB/ljf 
enclosure(s) 



Z 351 b^3 33D 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

Sent to 

JMC Petroleum Corporation 
m^WStreet , Suite 1400 

Jr^bf^lfiG^BiJi^ 00202 
fcttpntinrv I aura R Smith 
Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

. Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date . 

: ^ UJUIS ^ 
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cc 
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SENDER: 
•Complete Item*: and/or 2 Sot additional services. 
•Complete Hems 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this term to the front of the mailpiece, or on the back if space does not 

permit. 
•Write'Return Receipt Requested'on the mailpiece below the article number. 
•The Return Receipt wiU show to whom the artide was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

UMC Petroleum Corporation 
410 17th Street, Suite 1400 
Denver, Colorado 80202 
Attention: Laura B.Smith 

Aa. Article Number 

G?93 330 
3. Article Addressed to: 

UMC Petroleum Corporation 
410 17th Street, Suite 1400 
Denver, Colorado 80202 
Attention: Laura B.Smith 

4b. Service Type 
• Registered JQ Certified 
• Express Mail • Insured 
• Return Receipt for Merchandise • COO 

3. Article Addressed to: 

UMC Petroleum Corporation 
410 17th Street, Suite 1400 
Denver, Colorado 80202 
Attention: Laura B.Smith 7. Date of Delivery Q . ^ 

5. Received By. (Print Name) 8. Addressee's Address (Only If requested 
and fee is paid) 

6. Signature/^ddussse orAopnti 

8. Addressee's Address (Only If requested 
and fee is paid) 

EC 
E 
1 
EC 
a 
c 
"3 
3 

3 



PETROLEUM 
CDRPDRHTIDN 

105 S O U T H F O U R T H S T R E E T 

ARTESIA, NEWMEX1CO88210 

T E L E P H O N E (505) 748-1471 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760* FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMPDWELL 
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 @ $74067day + $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 
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 

WGIBLE EQUIPMENT COSTS: 
930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" <a> 450' 7,600 7,600 

8-5/8" <Q 4650' 56,500 56,500 
5-1/2" <££ 12,600' 93,000 

930-030 Tubing 2 7/8" <g> 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 657,2001 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 



MARTIN YATES. Ill 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CORPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. YATES 
CHAIRMAN OF THE BOARD 

JOHN A. YATES 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

December 10, 1997 

Five States 1995-D, 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/ljf 
enclosure(s) 



Z 351 bT3 357 
US Postal Service 

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

1 Restates 1995-D, Ltd. 
i 

1 
!82€M3reenville Avenue #1220 

I •WJi8i», fee&TlSjp CSJ20O 

Postage % 

Certified Fee 

Special Delivery Fee 

i n 

Restricted Delivery Fee 

1 
19

91
 

Return Receipt Showing to 
Whom & Date Delivered 
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l 

Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

80
0,

 

TOTAL Postage & Fees $ 
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Postmark or Date —^ 

TJ 
SENDER: 
•Complete items 1 and/or 2 for additional services. 
• Complete Hems 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
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3. Article Addressed to: 
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Five States 1995-D, Ltd. 
4925 Greenville Avenue #1220 
Dallas, Texas 75206 

4a. Article Number 

~2- SSI 1*93 2S7 
4b. Service Type 

• Registered Certified 

• Express Mail • Insured 

• Return Receipt for Merchandise • COD 

o 

>>: 

o 
>> 
m 

5. Received By. (Print Name) 

6. Sigi >: (Addi or Agent) 

ASM) 

8. Addressee's Address (Only If requested 
and fee Is paid) 

PS Form 3811, December 1994 102S95-97-B-0179 Domestic Return Receipt 



PETROLEUM 
CDRPDRRTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA. NEW MEXICO.88210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Typo: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE 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 32,000 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 2DSf '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 

UsIGIBLE 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 2 7/8" <Q 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 66,1001 405,500 

TOTAL COSTS 657,2001 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 DATE 

BY DATE 

BY DATE 



T E 5 
PETROLEUM 
EflRPORHTIDN 

1 05 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210 

T E L E P H O N E ( 5 0 5 ) 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 

CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y Q. P A T T E R S O N 
SECRET ARV 

DENNIS G. K I N S E Y 
TREASURER 

RB/ljf 
enclosure(s) 



Z 351 bT3 35b 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 
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.Sent to — 

-ive States 1995-B Ltd 

^ © f ^ e n v i l l e Avenue #1220 
+'sjH9Kee, StS&WiSP 5 o & 2 0 6 ~ 

Postage $ 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Dale, S Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date 
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SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete Kerns 3, 4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

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

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
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o 
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Q. 

8 
a> 
rx 
c I 
cc 
cn 

iu 
cc 
a 
a 

3. Article Addressed to: 

Five States 1995-B, Ltd. 
4925 Greenville Avenue #1220 
Dallas, Texas 75206 

4a. Article Number 

4b. Service Type 

• Registered E l Certified 

• Express Mail • Insured 

• Return Receipt for Merchandise • COD 

7. Date of Delivery lie ui umivery A 
o 

c 
a 

5. Received By: (Print Name) 

6. Signature: (Add&ssee or Agent) 

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

Receip PS Form 3 8 1 1 , December 1994 102595-97-8-0179 Domestic Return Receipt 



TE5 
PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

1 0 5 SOUTH F O U R T H S T R E E T 

ARTESIA. NEWMEX1C088210 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type; 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 
x Oil 

x Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit 6» Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork 41 days <|j $7466/day + $40k mobilization 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 
Drill Stem Testing, OHT 2 DST'"s 
Electric Logs & Tape Copies 
Tools & Equip. Rntl, Trkg. & Welding 
Supervision & Overhead 
Contingency 

DRY HOLE COMP*D WELL 
1,200 1,200 

15,000 15,000 

365,000 365,000 
15,000 15,000 
32,000 32,000 
11,600 11,600 
24,000 24,000 
10,000 10,000 
25,400 25,400 
24,500 24,500 
17,400 17,400 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Compietion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,1001 807,700 

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" (3) 12,600' 93,000 

930-030 Tubing 2 7/8" @ 12400' 35,000 
930-040 Packer & Special Equipment 8,000 

940-010 
940-020 
940-030 
940-040 

TOTAL COSTS 

Pumping Equipment 
Storage Facilities 
Separation Equip., Flowiines, Misc. 
Trucking & Construction Costs 

TOTAL TANGIBLE EQUIPMENT COSTS 

including $20,000 for electricity 116,000 
22,700 
25,000 
15,700 

66,100 405,500 

657,2001 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 DATE 

BY DATE 

BY DATE 



M A R T I N Y A T E S . Ill 
1912•1985 

F R A N K W. Y A T E S 
1 9 3 6 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D ENNIS G. K I N S E Y 
TREASURER 

February 11, 1998 

Ms. Marjorie Cone Kastman 
P.O. Box 5930 
Lubbock, Texas 79408 

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 

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 I 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 

Roteert Bullock 
Landman 

RB/ljf 
enclosures 



z 351 bio aba 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

t J ^ ^ n ^ ^ ^ '-

Postage 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whnm A Date Delivered 
Return Receipt Showing to Whom, 
nate * Addressee's Address 

O 
o 
CO co 

TOTAL Postage & Fees 

$ 

$ 

c-
TJ 
*5 
o 
0 

I 
c o 
TJ 
S » 
a. 
E 
o 
o 
tn 
Cfl 
UJ 
CC a a 

a 
o >> 
co 

SENDER: 
(̂ Complete Kerns 1 and/or 2 for additional services. 
• Complete Items 3,4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece, or on the back if space does not 

permit. 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt wil show to whom the article was delivered and the date 

delivered. 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

i 

3. Article Addressed to: 

Marjorie Cone Kastman 
-e/o-SrC. Cone, Jr. 
P.O. Box^rOSZt 5-w© 
Lubbock, Texas -79494 7?<c©$> 

4a. Article Number 
3SI b93 3^3 

4b. Service Type 
• Registered • Certified 
• Express Mail • Insured 
• Return Receipt for Merchandse • COD 

EC 

. E 
I 
cc 
a 
c 
3 

7. Date of Delivery 
3 

s. 
St 
c 

I 

5. Received By: (Print Name) 

6. Signature: (Addressee or Agent) 

X 

8. Addressee's Address (Only If requested 
and fee is paid) . ^ _ . . 

i Heo PS Form 3811, December 1994 102595-97-B-0179 Domestic Return Receipt 
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SENDER: 
•Complete Hems 1 anoVor 2 for additional services. 
•Oomptete items 3.4a. and 4b. 
•Print your name and address on the reverse of this form so that we can return this 
card to you. 

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

• Write 'Return Receipt Requested" on the malpiece below the article number. 
•The Return Receipt wiB show to whom the article was delivered and the dale 
delivered. 

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

1. • 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 /R&^k 

ST to 
H 

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

Ms. Marjorie Cone Kastman 
P.O. Box 5930 
Lubbock, Texas 79408 /R&^k 

ST to 
H 

4b. Service Type 
• Registered B^Certified 
^Express Mail • Insured 
•E^r^um Receipt tor Merchandise • COD 

3. Article Addressed to: ' 

Ms. Marjorie Cone Kastman 
P.O. Box 5930 
Lubbock, Texas 79408 /R&^k 

ST to 
H 

7. iSefta of Delivery 

5. Received By: (Print Name) \ \ *i>yj) 8/A<jt>ressee's Address (Only if requested 
^qmti fee is paid) 

6.Sigpiaiure^AcWressee-opApenfh / . —-

8/A<jt>ressee's Address (Only if requested 
^qmti fee is paid) 

I 
cc 
E 

i 
3 

3 
O 

C 

PS Form 3811, December 1994 102595-97 M179 Domestic Return Receipt 



M A R T I N Y A T E S . Ill 
1912•1985 

F R A N K W. Y A T E S 
1936 - 1 986 

PETROLEUM 
CDRPDRRTIDN 

1 05 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210 

T E L E P H O N E ( 5 0 5 ) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF T H E BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S G. K I N S E Y 
TREASURER 

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: 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 I 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/ljf 
enclosures 



PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 
TELEPHONE (SOS) 7 4 8 - 1 4 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 
Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL 
920-100 
920-110 
920-120 
920-130 
920-140 
920-150 
920-160 
920-170 
920-180 
920-190 
920-200 
920-210 
920-220 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Staking, Permit & Legal Fees 
Location, Right-of-Way 
Drilling, Footage 
Drilling, Daywork ^ 
Drilling Water, Fasline Rental 
Drilling Mud & Additives 
Mud Logging Unit, Sample Bags 
Cementing - Surface Casing 
Drill Stem Testing, OHT 
Electric Logs & Tape Copies 
Tools & Equip. Rntl., Trkg. & Welding 
Supervision & Overhead 
Contingency 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

1,200 1,200 
15,000 15,000 

365,000 365,000 
15,000 15,000 
32,000 32,000 
11,600 11,600 
24,000 24,000 
10,000 10,000 
25,400 25,400 
24,500 24,500 
17,400 17,400 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 

591,100 807,700 

930-010 Christmas Tree & Wellhead 2,000 26,000 
930-020 Casing 11-3/4" <Q 450' 7,600 7,600 

8-5/8" <3> 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 & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,1001 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 DATE 

BY DATE 

BY DATE 





TE5 
PETROLEUM 
CDRPDRRTIDN 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO88210 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 

COUNTY 

LEGAL DESC. 

FIELD 

DIVISION CODE 

DISTRICT CODE 

BRANCH CODE 

Field APK State Com. #3 

Lea I 

3,300" FSL & 760' FWL 

PROJ'D DEPTH 

STATE 

LOCATION 

HORIZON 

12,600' 

New Mexico 

Section 2-16S-35E 

Morrow 

100 DIVISION NAME 

DISTRICT NAME 

BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'O 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 @ $?400/day + $40k mobi l iza t ion 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 

920-410 Completion Unit - Swabbing 10,000 

920^120 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 

WGIBLE 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" Q 12,600' 93,000 

930-030 Tubing 2 7/8" <g> 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 

TOTA^ 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 

RB By AL SPRINGER Approval 

OWNER SHARE 

BY 

BY 

vn DATE #-J?<£- fCS 

DATE 

BY DATE 



M A R T I N Y A T E S . Ill 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D EN NIS G. K I N S E Y 
TREASURER 

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: 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 I 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) 

Z 3 5 1 b i a 3M3 
US Postal Service 
Receipt for Certified Mail 
No Insurance Coverage Provided. 
Do not use tor International Mail (See reverse) 
Sent to 

H larjorie Cone Kastman 
c/BrSWCBne, Jr. 
F ' rO lcBSXl ta tOd^ lCode 

L ubbock, Texas 79404 

o 
o 
CO 
CO 

Postage 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Snowing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, t Addressee's Address 

TOTAL Postage & Fees 

Postmark or Date 

it regarding either of the above offers, please call me at 505-748-

Very truly yours, 

YATES PETROLEUM CORPORATION 

fbert Bullock 
landman 



Producers 88 Rer. Year Lease) 5-96 (One YEAR PAID UP LEASE) Form345 
O I L A M ) GAS L E A S E HsB-Poorbtugh Puss, Inc. 

RosweD, New Mexico 

THIS AGREEMENT made this £th day 0f December ^ I9_97_hetween 

Marjorie Cone Kastman, LESSOR; and YATES PETROLEUM-CORPORATION-- 70%, YATES DRILLING 
COMPANY - 10%, ABO PETROLEUM CORPORATION - 10%, MYCO INDUSTRIES, INC. - 10%, a l l New 
Mexico Corporations, LESSEE, 

Lestec, WITNESSETH: 
1. . ^ . n r ^ ^ n f n o / 1 0 0 ^ ^ — ^ 

(t 10.00 i ]n hind paid, of the royalties berein provided and of tbe agreements of Lessee herein contained, hereby grants, leases aod lets exclusively onto Lessee lor tbe 
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 structure* 
thereon and on, over and across lands owned or claimed by Leuor adjacent and contiguous thereto, to produce, lave, take care of, treat, transport, and own said products, and boosing its employees, 
tbe following described land in L e a County, New Mexico ' , to-wit 

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

2. Without reference to tbe 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 tbe royaldes berein provided, and notwithstanding anything else berein contained to tbe 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 it produced from said land or land with which said land is pooled hereunder. 

3. Tbe royaldes to be paid by Lessee are: (a) on oil, 1/4 of that produced and saved from said land, tbe tame 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 dme to time purchase any royalty oil in Its possession, paying the market price therefor prevailing for the field where produced on tbe date of 
purchase; (b) on gas, including casfoghead gas or other gaseous substance, produced from said land, and sold, or used off tbe premises or for the extraction of gasoline or other product therefrom, 
the market value at the well of, 1/4 . .of the gas so sold or used, provided that on gas sold at the wells tbe royalty shall be 1/4-'' of the inxwntretJized from inch tale; while 
there is a guweU on this leasee* on acreage pooled therewith but gas Is not being toldorused, Lessee may pay or tender as royalty, on or before ninety r^) days after tbe dstt on wUchsaM well 
Is shut in and thereafter at annual intervals tbe sum of $ 1.00 per acre, and if such payment is made or tendered, this lease shall not terminate and it win be considered that gssU 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 tbe parties entitled thereto on or before tbe date said 
payment is due. Lessee shall have free use of oil, gas, coal and water from said land, except water from Lessor's wells, for all operations hereunder, and the royalty on oO and gu shell be cqT"tw1 
after deducting any so used. . . . 

4. Lessee, at its option, is bereby given tbe right and power to pool or combine tbe acreage covered by this lease, cr any portion thenufas to oU and gâ  
or leases in tbe immediate vicinity tbereof to tbe extent, hereinafter stipulated, when in lessee's judgement it is necess 
laid If aifd prmllrl In PMnpHmre with HM quiring nilei nf the New Mexico Oil Contervatlon Commission, or other lawful authority nr when to do in would, fa the jadgmaat nf tamaa, pmmnte 
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 seres esttfamsiesi and units pooled for 
gas hereunder shaD not substantially exceed in area640 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 tpedfled, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Letiee under tbe 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 tbe lease is pooled or combined asm any or^ 
gu units. Tbe pooling in one or more Instances shall not exhaust the rights of the Lessee hereunder to pool thit lease or portions thereof into other units. Lessee shall file for record in the 
appropriate records of the county in which tbe leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee may at its election exercise its 
pooling option after commencing operations for or completing an oil or gas well on the leased premises, and tbe pooled unit may include, but it Is not required to include, land ot leases upon which 
a well capable of producing oil or gas in paying quantities has theretofore been completed or upon which operations for the drilling of a well for oil or gat have theretofore beta "~~~,"~'< 

Operations for drilling on or production of oil or gu 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 tuch production was secured before or after tbe execution of this instrument or tbe instrument designating the pooled unit, shaU be considered tt operations for drilling 
on or production of oil and gat from land covered by this lease wlietiier or not die well or wells be located on tbe premises covert 
as to oil and gas, or either of tbem, as berein 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 tbe royaldes to which owners of royalties and payments out of production and each of them, shall be entitled on production of oO and gat, cr either of tbem, from tbe 
pooled unit, there shall be allocated to the land covered by this lease and included in said unit a pro rata portion of tbe oil and gas, or either of tbem, produced from die ponied unit after deducting 
that used for operations on tbe pooled units. Such allocation shall be on acreage basit-that is to say, there shall be allocated to the acreage covered by this lease and Included in tbe pooled unit that 
pro rata portion of tbe oil and gas, or either of diem, produced from the pooled unit which tbe number of surface acres covered by thli lea^ 
of surface acres included in tbe pooled unit Royalties hereunder shall be computed on the portion of tuch production, whether it be oil and gas, or either of them, so allocated to the land covered 
by thit lease and included in the unit just as though such production were from tuch 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 at production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gu pooled unit from i^u^UU producing and not 
from an oil pooled unit In addition to tbe foregoing, Lessee at its option is bereby given the right and power from dme to time to commit said land or any part or formation or mineral substance 
covered hereby to any cooperative cr unit agreement or plan of development and operation, and to any modifications thereof, which have been approved by tbe New Mexico Oil Conservation 
Commitsion or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basit of the oil or gas allocated to such land under 
tbe 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. IbU lease shall 
not expire during the life of tuch agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation shall be filed with tbe New Mexico Oil Conservation 
' Commission, or other lawful authority, and Lessee shall record in tbe county in which the leased premises are situated, an instrument describing such agreement or plan of operation and reflecting 
tbe 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 gu 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 bole tbereon within 60 days prior to the end of tiieprirnaryternu, the lease ihall remain in force w 
additional well are prosecuted with no cessation of more than 6X> consecutive oays, and ifthey result in die producdonofoil or gu so long th^ 
land pooled therewith. If, after the expiration of tbe primary term of thit lease and after oil or gu is produced from taid land, or from land pcol̂  
any cautC. tMl lcaie ihall not tfrmlnarB if I f ttfft ffmnrrVf np*""1'"" f n r f i l ing nr n*i/nrlring within ffl ifayi «ftw lh» rMmrinn nf nidi pmHiirrlnn, hit ihVl BMintii til farca ami affect in 1/wig 
much operations are protfCWtd with no crwxtinn nf mnre than 60 consecutive dayt, and if they result in the production of oil and gu. to long thereafter u oil or gas is produced from said land 
or from land pooled therewith. Any pooled unit designated by Lessee in accordance with the terms hereof, may be dlttolved by Lessee by Instrument filed for record In the appropriate records of 
the county in which tbe leased premises are situated at any time after tbe completion of a dry hole or the cessation of production on said unit In the event a well or wells producing dl or gu in 
paying quantities should be brought in on adjacent land and within 650 feet of and draining the lease premises, or land pooled therewith. Lessee agrees to drill neb ofeet well or wells u 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 relesju covering any portion 
or portions of the above described premises and thereby surrender this lease u to such portion or portions and be relieved or all obligations as to tbe acreage surrendered. 

6. Lessee shall have the right at any dme during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including tbe right to draw aod 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 now on said land 
without Lessor's consent. 

7. Tbe rights of either pany 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 royaldes, 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 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 hereof in wbole or in part liability for breach of any obligation hereunder shall rest exclusively upon the owner of this lease or of • portion tbereof 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 tuch parties 
designating an agent to receive payment for all. 

8. The breach by lfttft of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of die estate 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 shall notify Lessee in 
writing of the facts relied upon u constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice in which to commence tbe compliance with tbe obligations 
Imposed by virtue of this instrument. After the discovery of oil or gu in paying quantities on said premises. Lessee shall develop the acreage retained hereunder u a reasonably prudent operator 
but in discharging this obligation it shaU in no event by ieoja^ to driD more than one well per forty (40) acres of 
one well per 640 acres plus an acreage tolerance not to exceed 10% of640 acres of the area retained hereunder and capable of producing gu io paying quantities. 

9. Leuor hereby warrants and agrees to defend the title to said land and agreet that Letiee 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 so, it shall be subrogated to such lien with die right to enforce tame and apply royaldes accruing hereunder toward tatitfying same. Without impairment of Lessee's right 
under the warranty in event of failure of title, it is agreed thtt if Lessor owns an interest in die oil or gu on, in or und« 
Lessor shall be reduced proportionately. Should any one or more ofthe parties named u Lessors fail to execute this lease, it thall nevertheleu be binding upon tbe 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 oO or gu 
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 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 fatten to comply therewith; sod this lease 
shall be extended while and so long u Lessee is prevented by any such cause from conducting drilling or reworking operations on or from produdng on or gu from tbe leased premises; ssd tbe 
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 Letter 



INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF NEW MEXICO, 
County of • j-ss. 

This instrument was acknowledged before me this 

by 

My commission expires 

Notary Public 

CORPORATION ACKNOWLEDGEMENT 

STATE OP NEW MEXICO, 
County, of : } 
This instrument was acknowledged before me this! 

by , j as. 

of • 

on behalf of said corporation. 

My commission expires 
Notary Public 

corporation 

STATB OF JEXAS 
County of 

INDIVIDUAL ACKNOWLEDGEMENT 

jjss. 

This instrument was acknowledged before me tlais. 

by Marjorie Cone Kastman { 

My commission expires 
Notary Public 
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M A R T I N Y A T E S , III 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1 9 8 6 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

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 ofthe 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 

RB/dc 
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ARTICLE XVI. 
- MISCELLANEOUS 

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

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

19. 
IN WITNESS WHEREOF, this agreement shall be effective as of *L dav of_ 

YATES DRILLING COMPANY 

By: 

MYCO INDUSTRIES, INC. 

By: 

ROY. G. BARTON JR. TRUSTEE OF R.G. BARTON,. 
SR. & O. BARTON REVOCABLE TRUST 

OPERATOR 

YATES PETROLEUM CORPORATION 

By: 

NON-OPERATORS 

ABO PETROLEUM CORPORATION 

By: 

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 

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 

KENNETH G. 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 
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l OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered into by and between Y A T E S PETROLEUM CORPORATION, a 
4 New Mexico c o r p o r a t i o n , 105 S. 4 th S t . , A r t e s i a , N.M. h e r e i n a f t e r d e s i g n a t e d a n d 

5 referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter 
6 referred to individually herein as "Non-Operator", and collectively as "Non-Operators", 
7 
8 WITNESSETH: 
9 

10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas in-
11 terests in the land identified in Exhibit "A", and the parties hereto have reached an agreement to explore 
12 and develop these leases and/or oil and gas interests for the production of oil and gas to the extent and 
13 as hereinafter provided: 
14 
15 NOW, THEREFORE, it is agreed as follows: 
16 
17 ARTICLE I . 
18 DEFINITIONS 
19 
20 As used in this agreement, the following words and terms shall have the meanings here ascribed 
21 to them: 
22 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid 
23 or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to 
24 limit the inclusiveness of this term is specifically stated. 
25 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases cov-
26 ering tracts of land lying within the Contract Area which are owned by the parties to this agreement. 
27 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of 
28 land lying within the Contract Area which are owned by parties to this agreement. 
29 D. The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil 
30 and gas interests intended to be developed and operated for oil and gas purposes under this agreement. 
31 Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit "A". 
32 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule 
33 of any state or federal body having authority. I f a drilling unit is not fixed by any such rule or order, 
34 a drilling unit shall be the drilling unit as established by the pattern of drilling in the Contract Area 
35 or as fixed by express agreement of the Drilling Parties. 
36 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to 
37 be located. 
38 G. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in 
39 and pay its share of the cost of any operation conducted under the provisions of this agreement. 
40 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects 
41 not to participate in a proposed operation. 
42 
43 Unless the context otherwise clearly indicates, words used in the singular include the plural, the 
44 plural includes the singular, and the neuter gender includes the masculine and the feminine. 
45 
46 ARTICLE I I . 
47 EXHIBITS 
48 
49 The following exhibits, as indicated below and attached hereto, are incorporated in and made a 
50 part hereof: 
51' fX) A. Exhibit "A", shall include the following information: 
52 (1) Identification of lands subject to agreement, 
53 (2) Restrictions, if any, as to depths or formations, 
54 (3) Percentages or fractional interests of parties to this agreement, 
55 (4) Oil and gas leases and/or oil and gas interests subject to this agreement, 
56 (5) Addresses of parties for notice purposes. 
57 • B. Exhibit "B", Form of Lease. 
58 (X) C. Exhibit "C", Accounting Procedure. 
59 fx] D. Exhibit "D", Insurance. 
60 [X| E. Exhibit "E", Gas Balancing Agreement. 
61 fX] F. Exhibit "F", Non-Discrimination and Certification of Non-Segregated Facilities. 
62 
63 If any provision of any exhibit, except Exhibit "E", is inconsistent with any provision contained 
64 in the body of this agreement, the provisions in the body of this agreement shall Drevail. 
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1 ARTICLE I I I . 
2 INTERESTS OF PARTIES 
3 
4 A. Oil and Gas Interests: 
5 
6 I f any party owns an unleased oil and gas interest in the Contract Area, that interest shall be 
7 treated for the purpose of this agreement and during the term hereof as i f it were a leased interest 
8 under the form of oil and gas lease attached as Exhibit "B". As to such interest, the owner shall re-
9 ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit 

10 "B". Such party shall, however, be subject to all of the provisions of this agreement relating to lessees, 
11 to the extent that it owns the lessee interest. 
12 
13 B. Interest of Parties in Costs and Production: 
14 
15 Exhibit "A" lists all of the parties and their respective percentage or fractional interests under this 
16 agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under 
17 this agreement shall be borne and paid, and all equipment and material acquired in operations on the 
18 Contract Area shall be owned by the parties as their interests are shown in Exhibit "A". A l l produc-
19 tion of oil and gas from the Contract Area, subject to the payment of lessor's royalties which wil l be 
20 boi'iic by the Joint Account, shall also be owned by the parties in the same manner during the term 
21 hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
22 ered hereby. 
23 
24 ARTICLE IV. 
25 TITLES 
26 
27 A. Title Examination: 
28 
29 Title examination shall be made on the drillsite of any proposed well prior to commencement of 
30 drilling operations or, i f the Drilling Parties so request, title examination shall be made on the leases 
31 and/or oil and gas interests included, or planned to be included, in the drilling unit around such well. 
32 The opinion wi l l include the ownership of the working interest, minerals, royalty, overriding royalty 
33 and production payments under the applicable leases. At the time a well is proposed, each party con-
34 tributing leases and/or oil and gas interests to the drillsite, or to be included in such drilling unit, shall 
35 furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers 
36 and curative material in its possession free of charge. A l l such information not in the possession of or 
37 made available to Operator by the parties, but necessary for the examination of title, shall be obtained 
38 by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneys. 
39 Copies of all title opinions shall be furnished to each party hereto. The cost incurred by Operator in 
40 this title program shall be borne as follows: 
41 
43 Q—Option No. 1;—Coots incurred by Operator in procuring abstracts and title ciiamination finoliw 
43 preliminary, supplemental, shut-in gas royalty opinions a r i d. r 1"" inn nnlii ll l l i mnii'inn j inn be a 
44 part of the administ.rat.ivf rnmrhrnil n jili l 'HrH m rrhinit " l " 1 " and shall not be a direct charge, whether 
ID LUiflormed by Operator's staff attorneys or by outside attorneys, 
46 
47 (3 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys 
48 for title examination (including preliminary, supplemental, shut-in gas royalty opinions and division 
49 order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each 
50 Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit "A". 
51- Operator shall make no charge for services rendered by its staff attorneys or other personnel in the 
52 performance of the above functions. 
53 
54 Each party shall be responsible for securing curative matter and pooling amendments or agreements 
55 required in connection with leases or oil and gas interests contributed by such party. The Operator shall be 
56 responsible for the preparation and recording of Pooling Designations or Declarations as well as the 
57 conduct of hearings before Governmental Agencies for the securing of spacing or pooling order^f This 
58 shall not prevent any party from appearing on its own behalf at any such hearing. 
59 | : -
60 No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit 
51 has been examined as above provided, and (2) the title has been approved by the examining attorney or 
62 title has been accepted by all of the parties who are to participate in the drilling of the well. ; 

64 B. Loss of Title: '&$£2&'t 
•>5 /•,; £ I , fr 

66 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, •.be idst,\through 
67 failure of title, which loss results in a reduction of interest from that shown on Exhibit "A;^ this agree-
68 ment, nevertheless, shall continue in force as to all remaining oil and gas leases and jnferes^^Sndir. 
69 (a) The party whose oil and gas lease or interest is affected by the title failure^shalLbear, alone 
70 the entire loss and it shall not be entitled to recover from Operator or the other parties any development 



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

1 or operating costs which it may have theretofore paid, but there shall be no monetary liability on its 
2 part to the other parties hereto for drilling, development, operating or other similar costs by reason of 
3 such title failure; and 
4 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the 
5 operation of the interest which has been lost, but the interests of the parties shall be revised on an acre-
6 age basis, as of the time it is determined finally that title failure has occurred, so that the interest of 
7 the party whose lease or interest is affected by the title failure wil l thereafter be reduced in the Contract 
8 Area by the amount of the interest lost; and 
9 (c) I f the proportionate interest of the other parties hereto in any producing well theretofore drilled 

10 on the Contract Area is increased by reason of the title failure, the party whose title has failed shall 
11 receive the proceeds attributable to the increase in such interests (less costs and burdens attributable 
12 thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well; 
13 and 
14 (d) Should any person not a party to this agreement, who is determined to be the owner of any in -
15 terest in the title which has failed, pay in any manner any part of the cost of operation, development, 
16 or equipment, such amount shall be paid to the party or parties who bore the costs which are so refund-
17 ed; and 
18 (e) Any liability to account to a third party for prior production of oil and gas which arises by 
19 reason of title failure shall be borne by the party or parties in the same proportions in which they shared 
20 in such prior production; and 
21 ( f ) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection 
22 with the defense of the interest claimed by any party hereto, it being the intention of the parties 
23 hereto that each shall defend title to its interest and bear all expenses in connection therewith. 
24 
25 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If , through mistake or oversight, 
26 any rental, shut-in well payment, minimum royalty or royalty payment, is not paid or is erroneously 
27 paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against 
28 the party who failed to make such payment. Unless the party who failed to make the required payment 
29 secures a new lease covering the same interest within ninety (90) days from the discovery of the fa i l -
30 ure to make proper payment, which acquisition wi l l not be subject to Article VIII.B., the interests of 
31 the parties shall be revised on an acreage basis, effective as of the date of termination of the lease in -
32 volved, and the party who failed to make proper payment wi l l no longer be credited with an interest in 
33 the Contract Area on account of ownership of the lease or interest which has terminated. In the event 
34 the party who failed to make the required payment shall not have been fully reimbursed, at the time of 
35 the loss, from the proceeds of the sale of oil and gas attributable to the lost interest, calculated on an 
36 acreage basis, for the development and operating costs theretofore paid on account of such interest, it 
37 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the 
38 cost of any dry hole previously drilled or wells previously abandoned) from so much of the following 
39 as is necessary to effect reimbursement: 
40 (a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost 
41 interest, on an acreage basis, up to the amount of unrecovered costs; 
42 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an 
43 acreage basis, of that portion of oil and gas thereafter produced and marketed (excluding production 
44 from any wells thereafter drilled) which, in the absence of such lease termination, would be attributable 
45 to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
46 portion of the oil and gas to be contributed by the other parties in proportion to their respective in-
47 terests; and 
48 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or 
49 becomes, the owner of the interest lost, for the privilege of participating in the Contract Area or be-
50 coming a party to this agreement. 
51 
52 3. Other Losses: A l l losses incurred, other than those set forth in Articles IV.B.l . and IV.B.2. 
53 above, shall not be considered failure of title but shall be joint losses and shall be borne by all parties 
54 in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 
55 the Contract Area. 
56 
57 ARTICLE V. .X 
58 OPERATOR 
59 g 
60 A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR: 
61 
62 YATES PETROLEUM CORPORATION, 105 South 4 t h S t . , A r t e s i a , N.M. 88210 sha| | |e the 

63 Operator of the Contract Area, and shall conduct and direct and have fu l l control of all operations on 
64 the Contract Area as permitted and required by, and within the limits of, this agreement^jj&i^aill con-
65 duct all such operations in a good and workmanlike manner, but it shall have no liabilitylas Operator 
66 to the other parties for losses sustained or liabilities incurred, except such as may resul&^diri; gross 
67 negligence or wil lful misconduct. ^ ^ ^ ^ ^ S ^ ̂  
68 
69 
70 IA met KM AssK-iitiari ol frt'Ch-urn Lv. 
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1 B. Resignation or Removal of Operator and Selection of Successor: 
2 
3 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice 
4 thereof to Non-Operators. If Operator terminates its legal existence, no longer owns an interest in the 
5 Contract Area, or is no longer capable of serving as Operator, it shall cease to be Operator without any 
6 action by Non-Operator, except the selection of a successor. Operator may be removed if it fails or 
7 refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, 
8 by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
9 ship as shown on Exhibit "A", and not on the number of parties remaining after excluding the voting 

10 interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. 
11 on the first day of the calendar month following the expiration of ninety (90) days after the giving of 
12 notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor 
13 Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after effect-
14' ive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of 
15 a corporate name or structure of Operator or transfer of Operator's interest to any single subsidiary, 
16 parent or successor corporation shall not be the basis for removal of Operator. 
17 
18 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Op-
19 erator shall be selected by the Parties. The successor Operator shall be selected from the parties owning 
20 an interest in the Contract Area at the time such successor Operator is selected. I f the Operator that 
21 is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the 
22 affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown 
23 on Exhibit "A", and not on the number of parties remaining after excluding the voting interest of the 
24 Operator that was removed. 
25 
26 C. Employees: 
27 
28 The number of employees used by Operator in conducting operations hereunder, their selection, 
29 and the hours of labor and the compensation for services performed, shall be determined by Operator, 
30 and all such employees shall be the employees of Operator. 
31 
32 D. Drilling Contracts: 
33 
34 Al l wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual 
35 rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in the 
36 drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate 
37 of such charges shall be agreed upon by the parties in writing before drilling operations are com-
38 menced, and such work shall be performed by Operator under the same terms and conditions as are 
39 customary and usual in the area in contracts of independent contractors who are doing work of a sim-
40 ilar nature. 
41 
42 ARTICLE VI . 
43 DRILLING AND DEVELOPMENT 
44 
45 A. Initial Well: 
46 
47 On or before the 1st dav of August , 19^8 , Operator shall commence the dri l l -
48 ing of a well for oil and gas at the following location: 
49 
50 Township 16 South, Range 35 East , NMPM 
5 1 Sec t ion 2: 3300' FSL and 760' FWL 
52 Lea County, New Mexico 
53 and shall thereafter continue the drilling of the well with due diligence to t e s t the Morrow 
54 f o r m a t i o n a t 12 ,375 ' . 
55 
56 
57 ,.;. 
58 unless granite or other practically impenetrable substance or condition in the hole, which renders 
59 further drilling impractical, is encountered at a lesser depth, or unless all parties agree to complete or 
60 abandon the well at a lesser depth. 
61 ../.*'' 
62 Operator shall make reasonable tests of all formations encountered during drilling which jjive in-
63 dication of containing oil and gas in quantities sufficient to test, unless this agreement shall Delimited 
64 in its application to a specific formation or formations, in which event Operator shall be^requlr'ed to 
65 test only the formation or formations to which this agreement may apply. /?Vyj. ( •• 

66 kxlZ 
67 If, in Operator's judgment, the well will not produce oil or gas in paying quantities;^and4UV\vishes 
68 to plug and abandon the well as a dry hole, it shall first secure the consent of all partie^ahdtsha 11 
69 plug and abandon same as provided in Article VI.E.l. hereof. " ""';'';,v' 
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1 B. Subsequent Operations: 
2 
3 1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area 
4 other than the well provided for in Article VI.A., or to rework, deepen or plug back a dry hole drilled 
5 at the joint expense of all parties or a well jointly owned by all the parties and not then producing 
6 in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
7 other parties written notice of the proposed operation, specifying the work to be performed, the loca-
8 tion, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
9 ing such a notice shall have thirty (30) days after receipt of the notice within which to notify the 

10 parties wishing to do the work whether they elect to participate in the cost of the proposed operation. 
11 If a drilling rig is on location, notice of proposal to rework, plug back or dril l deeper may be given 
12 by telephone and the response period shall be limited to forty-eight (48) hours, exclusive Of Saturday, 
13 Sunday or legal holidays. Failure of a party receiving such notice to reply within the period above fixed 
14 shall constitute an election by that party not to participate in the cost of the proposed operation. Any 
15 notice or response given by telephone shall be promptly confirmed in writing. 
16 
17 2. Operations by Less than Al l Parties: If any party receiving such notice as provided in Article 
18 VLB.l . or VI.E.l. elects not to participate in the proposed operation, then, in order to be entitled to 
19 the benefits of this article, the party or parties giving the notice and such other parties as shall elect 
20 to participate in the operation shall, within sixty (60) days after the expiration of the notice period of 
21 thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period 
22 where the drilling rig is on location, as the case may be) actually commence work on the proposed 
23 operation and complete it with due diligence. Operator shall perform all work for the account of the 
24 Consenting Parties; provided, however, i f no drilling rig or other equipment is on- location, and if Op-
25 erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform 
26 the work required by such proposed operation for the account of the Consenting Parties, or (b) desig-
27 nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when 
28 conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms 
29 and conditions of this agreement. 
30 
31 If less than all parties approve any proposed operation, the proposing party, immediately after the 
32 expiration of the applicable notice period, shall advise the Consenting Parties of (a) the total interest 
33 of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-
34 ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) 
35 hours (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice, shall advise the 
36 proposing party of its desire to (a) limit participation to such party's interest as shown on Exhibit "A", 
37 or (b) carry its proportionate part of Non-Consenting Parties' interest. The proposing party, at its 
38 election, may withdraw such proposal if there is insufficient participation, and shall promptly notify 
39 all parties of such decision. 
40 
41 The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in 
42 the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting 
43 Parties shall keep the leasehold estates involved in such operations free and clear of all liens and 
44 encumbrances of every kind created by or arising from the operations of the Consenting Parties. I f such 
45 an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole 
46 cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions 
47 of this Article results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall 
48 complete and equip the well to produce at their sole cost and risk, and the well shall then be turned 
49 over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties. 
50 Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such 
.51 well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party 
52 shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and 
53 be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Party's 
54 interest in the well and share of production therefrom until the proceeds of the sale of such share, 
55 calculated at the well, or market value thereof if such share is not sold (after deducting production 
56 taxes, crude oil excise taxes, royalty, overriding royalty and other interests existing on the effective date hereof, 
57 payable out of or measured by the production from such well accruing with respect to such interest until it reverts) 
58 shall equal the total of the following: :]? 
59 ^ 
60 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface 
61 equipment beyond the wellhead connections (including, but not limited to, stock tanks, separators, 
62 treaters, pumping equipment and piping), plus 100% of each such Non-Consenting Party's share of the 
63 cost of operation of the well commencing with first production and continuing until each such Non-
64 Consenting Party's relinquished interest shall revert to it under other provisions of this Arjjjile,. i t 'being 
65 agreed that each Non-Consenting Party's share of such costs and equipment wi l l be thaAnlerest 'which 
66 would have been chargeable to each Non-Consenting Party had it participated in the Well from the be-
67 ginning of the operation; and VN" 

69 (b)2QfL.% of that portion of the costs and expenses of drilling reworking, deepen&ij^'^.'plue^ne 
70 back, testing and completing, after deducting any cash contributions received under Article^yill.C,, and 
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1 200 % of that portion of the cost of newly acquired equipment in the well (to and including the well-
2 head connections), which would have been chargeable to such Non-Consenting Party i f i t had partici-
3 pated therein. 
4 
5 Gas production attributable to any Non - Consenting Party's relinquished interest upon such Party's 
6 election, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from 
8 such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party's relinquished interest. If such Non - Consenting Party has not 

10 contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
11 tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party's share of gas as hereinabove provided during the recoupment period. 
13 
14 During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share 
15 of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of 
16 all production, crude oil excise taxes, severance, gathering and other taxes, and all royalty, overriding royalty 
17 and other burdens; applicable to Non-Consenting Party's share of production. \ 
18 
19 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall 
20 be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of 
21 all such equipment shall remain unchanged; and upon abandonment of a well after such reworking, 
22 plugging back or deeper drilling, the Consenting Parties shall account for all such equipment to the 
23 owners thereof, with each party receiving its proportionate part in kind or in value, less cost of 
24 salvage. 
25 
26 Within sixty (60) days after the completion of any operation under this Article, the party con-
27 ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
28 ventory of the equipment in and connected to the well, and an itemized statement of the cost of drilling, 
29 deepening, plugging back, testing, completing, and equipping the well for production; or, at its option, 
30 the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed 
31 statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being 
32 reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
33 ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the 
34 operation of the well, together with a statement of the quantity of oil and gas produced from i t and the 
35 amount of proceeds realized from the sale of the well's working interest production during the preceding 
36 month. In determining the quantity of oil and gas produced during any month, Consenting Parties 
37 shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any 
38 amount realized from the sale or other disposition of equipment newly acquired in connection with any 
39 such operation which would have been owned by a Non-Consenting Party had it participated therein 
40 shall be credited against the total unreturned costs of the work done and of the equipment purchased, 
41 in determining when the interest of such Non-Consenting Party shall revert to it as above provided; 
42 and if there is a credit balance, it shall be paid to such Non-Consenting party. 
43 
44 I f and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest 
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46 matically revert to it, and, from and after such reversion, such Non-Consenting Party shall own the same 
47 interest in such well, the material and equipment in or pertaining thereto, and the production there-
48 from as such Non-Consenting Party would have been entitled to had it participated in the drilling, 
49 reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be 
50 charged with and shall pay its proportionate part of the further costs of the operation of said well in 
51 accordance with the terms of this agreement and the Accounting Procedure, attached hereto. 
52 
53 Notwithstanding the provisions of this Article VLB.2., it is agreed that without the mutual consent 
54 of all parties, no wells shall be completed in or produced from a source of supply from which a well 
55 located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing 
56 well spacing pattern for such source of supply. 
57 
58 The provisions of this Article shall have no application whatsoever to the drilling of the^panitial. 
59 well described in Article VLA. except (a) when Option 2, Article VII.D.l . , has been selected,^ (b) 
60 to the reworking, deepening and plugging back of such initial well, i f such well is or thereaftegjphall 
61 prove to be a dry hole or non-commercial well, after having been drilled to the depth specified i r j^ r t ic le 
62 VI.A. 
63 
64 C. Right to Take Production in Kind: 
65 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 
(hall, upon request, furnish Operator with true and complete copies of the records required to be kept hereunder whenever, under 

67 the terms of this agreement or any agreement executed in connection herewith, it is necessary for Operator to obtain said Information. 
„_ Any Information furnished to Operator hereunder shall be used by Operator only to the extent necessary to carry out its duties 

as Operator and shall otherwise be kept confidential. 
69 
70 

Each party shall have the right to take in kind or separately dispose of its proportionate share of all oil and gas produced 
from the Contract Area, exclusive of production which may be used in development and producing operations and in preparing and 
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1 treating oil for marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate 
2 disposition by any party of its proportionate share of the production shall be borne by such party. Any party taking its share of 

production in kind shall be required to pay for only its proportionate share of such part of Operator's surface facilities which It uses. 
o 

4 Each party shall execute such division orders and contracts as may be necessary for the sale of its 
5 interest in production from the Contract Area, and, except as provided in Article VII.B., shall be entitled 
6 to receive payment direct from the purchaser thereof for its share of all production. 
7 
8 In the event any party shall fail to make the arrangements necessary to take in kind or separately 
9 dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator shall have 

10 the right, subject to the revocation at wil l by the party owning it, but not the obligation, to purchase such 
11 oil and gas or sell it to others at any time and from time to time, for the account of the non-taking 
12 party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
13 erator shall be subject always to the right of the owner of the production to exercise at any time its 
14 right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a 
15 purchaser. Any purchase or sale by Operator of any other party's share of oil and gas shall be only for 
16 such reasonable periods of time as are consistent with the minimum needs of the industry under the 
17 particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the 
18 foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party's 
19 share of gas production without first giving such other party thirty (30) days notice of such intended 
20 sale. 
21 

22 In the event any party hereto is not at any time taking or marketing its share of gas production and Operator 
23 is either (i) unwilling to purchase or sell or (ii) unable to obtain the prior written consent to purchase or sell such 
24 party's share of .gas production, or in the event any party has contracted to sell its share of gas produced from 
2 5 the contract Area to a purchaser which does not at any time while this agreement is in effect take the full share 
2 6 of gas attributable to the interest of such party, then in any such event the terms and conditions of the Gas 

Balancing Agreement attached hereto as Exhibit "E" and incorporated herein shall automatically become 
i ' effective. 
28 
29 D. Access to Contract Area and Information: 
30 
31 Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect 
32 or observe operations, and shall have access at reasonable times to information pertaining to the de-
33 velopment or operation thereof, including Operator's books and records relating thereto. Operator, upon 
34 request, shall furnish each of the other parties with copies of all forms or reports filed with govern-
35 mental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports 
36 of stock on hand at the first of each month, and shall make available samples of any cores or cuttings 
37 taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to 
38 Non-Operator, other than that specified above, shall be charged to the Non-Operator that requests the 
39 information. 
40 
41 E. Abandonment of Wells: 
42 
43 1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VLB.2., any well 
44 which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole 
45 shall not be plugged and abandoned without the consent of all parties. Should Operator, after diligent 
46 effort, be unable to contact any party, or should any party fail to reply within forty-eight (48) hours 
47 (exclusive of Saturday, Sunday or legal holidays) after receipt of notice of the proposal to plug and 
48 abandon such well, such party shall be deemed to have consented to the proposed abandonment. Al l 
49 such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost, 
50 risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
51 jects to the plugging and abandoning such well shall have the right to take over the well and conduct 
52 . further operations in search of oil and/or gas subject to the provisions of Article VLB. 
53 
54 2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
55 worked pursuant to Article VLB.2. hereof for which the Consenting Parties have not been fully reim-
56 bursed as therein provided, any well which has been completed as a producer shall not be plugged and 
57 abandoned without the consent of all parties. If all parties consent to such abandonment, the well3 shall 
58 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense 
59 of all the parties hereto. If, within thirty (30) days after receipt of notice of the proposed abandonment 
60 of such well, all parties do not agree to the abandonment of any well, those wishing to continueSitj; op-
61 eration shall tender to each of the other parties its proportionate share of the value of the well's saivable 
62 material and equipment, determined in accordance with the provisions of Exhibit "C", less the ei^Siated 
63 cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning part ly shall 
64 assign to the non-abandoning parties, without warranty, express or implied, as to title o r , ^ ^ K ^ ^ i t i t y , 
65 quality, or fitness for use of the equipment and material, all of its interest in the well anqSMated^uip-
66 ment, together with its interest in the leasehold estate as to, but only as to, the interval or ' jfeflr^l^.oi the 
67 formation or formations then open to production. If the interest of the abandoning part^^^r^'-in^udes 
68 an oil and gas interest, such party shall execute and deliver to the non-abandoning piarly]MBspfl3raffiiSan._ 

. . , . . , „ - . . . |U« fit thisidMipyinu m>\ iiNUir:-: 

69 oil and gas lease, limited to the interval or intervals of the formation or formations then ĵ3pg4iSPuP59.4uc"v 
70 tion, for a term of one year and so long thereafter as oil and/or gas is produced from the. interval"or inter-
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1 vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit 
2 "B". The assignments or leases so limited shall encompass the "drilling unit" upon which the well is 
3 located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon 
4 the relationship of their respective percentages of participation in the Contract Area to the aggregate of 
5 the percentages of participation in the Contract Area of all assignees. There shall be no readjustment 
6 of interest in the remaining portion of the Contract Area. 
7 
8 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-
9 eration of or production from the well in the interval or intervals then open other than the royalties 

10 retained in any lease made under the terms of this Article. Upon request, Operator shall continue to 
11 operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
12 templated by this agreement, plus any additional cost and charges which may arise as the result of 
13 the separate ownership of the assigned well. 
14 
15 ARTICLE VII . 
16 EXPENDITURES AND LIABILITY OF PARTIES 
17 
18 A. Liability of Parties: 
19 
20 The liability of the parties shall be several, not joint or collective. Each party shall be responsible 
21 only for its obligations, and shall be liable only for its proportionate share of the costs of developing 
22 and operating the Contract Area. Accordingly, the liens granted among the parties in Article VTLB. are 
23 given to secure only the debts of each severally. It is not the intention of the parties to create, nor shall 
24 this agreement, be construed as creating, a mining or other partnership or association, or to render the 
25 parties liable as partners. I t i s not the i n t e n t i o n o f the p a r t i e s t h a t t h i s c o n t r a c t i s 
26 made or in tended f o r the b e n e f i t o f any t h i r d person. 
27 B. Liens and Payment Defaults: 
28 
29 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a 
30 security interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure 
31 payment of its share of expense, together with interest thereon at the rate provided in the Accounting 
32 Procedure attached hereto as Exhibit "C". To the extent that Operator has a security interest under the 
33 Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies 
34 of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator 
35 for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
36 rights or security interest as security for the payment thereof. In addition, upon default by any Non-
37 Operator in the payment of its share of expense, Operator shall have the right, without prejudice to 

^ °inclu<S?* S ° r r € s l ona1l le° °f;r!o lrne r 0 mf ees P u r c n ^ | r the^roceeds from the sale of such Non-Onerator's 
39 share ^fo^anof^o^gifs untif the an^c&nto^ved^y such^on-^r?era&r^plus°in?e^esT^as §eSi pam. I E ^ c ^ n c ^ ' 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any de-
41 fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
42 erator's proportionate share of expense. 
43 
44 I f any party fails or is unable to pay its share of expense within sixty (60) days after rendition of 
45 a statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon request by 
46 Operator, pay the unpaid amount in the proportion that the interest of each such party bears to the in-
47 terest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain reimburse-
48 ment thereof, be subrogated to the security rights described in the foregoing paragraph. 
49 
50 C. Payments and Accounting: 
51 
52 . Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses 
53 incurred in the development and operation of the Contract Area pursuant to this agreement and shall 
54 charge each of the parties hereto with their respective proportionate shares upon the expense basis pro-
55 vided in the Accounting Procedure attached hereto as Exhibit "C". Operator shall keep an accurate 
56 record of the joint account hereunder, showing expenses incurred and charges and credits made and 
57 received. ^ 
58 t 
59 Operator, at its election, shall have the right from time to time to demand and receive frpjp. the 
60 other parties payment in advance of their respective shares of the estimated amount of the expense to 
61 be incurred in operations hereunder during the next succeeding month, which right may be exercised only 
62 by submission to each such party of an itemized statement of such estimated expense, togetheVrl with 
63 an invoice for its share thereof. Each such statement and invoice for the payment in advance^of^ esti-
64 mated expense shall be submitted on or before the 20th day of .the next preceding monthSjSEiicnM)arty 
65 shall pay to Operator its proportionate share of such estimate within fifteen (15) day^a^ierjiiuai es-
66 timate and invoice is received. If any party fails to pay its share of said estimate with^(.sfiS^rAei the 
67 amount due shall bear interest as provided in Exhibit "C" until paid. Proper adjustn^nt^sh^l be 
68 made monthly between advances and actual expense to the end that each party shall beau^SBJttdip '̂its 
69 proportionate share of actual expenses incurred, and no more. j ' " * * ' ' ; * " ^ ^ * " ' * 
70 '.ZZ''"--Z 
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1 D. Limitation of Expenditures: 
2 
3 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-
4 cept any well drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreement, it being 
5 understood that the consent to the drilling or deepening shall include: 
6 
? [~l Option No, l i Al l noooocary onpondituroc for the drilling or deepening, testing, ewmplftiwc 
8 equipping of the woll, including necoooary tankage and/or ourface facilities. 
9 

10 g] Option No. 2: Al l necessary expenditures for the drilling or deepening and testing of the well. When 
11 such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
12 mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties 
13 receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
14 days) in which to elect to participate in the setting of casing and the completion attempt. Such election, 
15 when made, shall include consent to all necessary expenditures for the completing and equipping of such 
16 well, including necessary tankage and/or surface facilities. Failure of any party receiving such notice 
17 to reply within the period above fixed shall constitute an election by that party not to participate in 
18 the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and 
19 to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or 
20 plugging back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to 
21 the operations thereafter conducted by less than all parties. 
22 
23 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged 
24 back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
25 ment, it being understood that the consent to the reworking or plugging back of a well shall include 
26 consent to all necessary expenditures in conducting such operations and completing and equipping of 
27 said well, including necessary tankage and/or surface facilities. 
28 
29 3. Other Operations: Operator shall not undertake any single project reasonably estimated to require 
30 an expenditure in excess of TWENTY FIVE THOUSAND - ^ o ] l a r s ( t 25,000.00 ) 

31 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
32 ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
33 ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different 
34 nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with 
35 the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
36 gency to the other parties. If Operator prepares "Authority for Expenditures" for its own use, 
37 Operator, upon request, shall furnish copies of its "Authority for Expenditures" for any single project 
38 costing in excess of FIFTEEN THOUSAND D o l l a r s (yl5,0t)0.flt) } 

39 
40 E. Royalties, Overriding Royalties and Other Payments: 
41 
42 Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of 
43 1/8 o f 8/8ths d u e o n n s share of production and shall hold the other parties free 
44 from any liability therefor. I f the interest of any party in any oil and gas lease covered by this agree-
45 ment is subject to any royalty, overriding royalty, production payment, or other charge over and above 
46 the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account 
47 for or cause to be accounted for, such interest to the owners thereof. 
. o 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, 
49 the party contributing such lease shall bear the royalty burden insofar as such higher price is concerned. 
c(\ 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 
51 contributes to the Contract Area and to receive payments due for such royalty gas produced from or allocated to such lease or leases. 
52 It is agreed that , regardless of whether each party markets or contracts for its share of gas, including the royalty gas under the 

leases which it contributed to the Contract Area, such party agrees to pay or cause to be paid t o the royalty owners under its lease or 
53 leases the proceeds attributable to their respective royalty interest and to hold all other parties hereto harmless for Its failure to do so. 

54 F. Rentals, Shut-in Well Payments and Minimum Royalties: 
55 
56 Rentals, shut-in well payments and minimum royalties which may be required under the terms of 
57 any lease shall be paid by the party or parties who subjected such lease to this agreement at its or their 
58 expense. In the event two or more parties own and have contributed interests in the same lease ĵjto this 
59 agreement, such parties may designate one of such parties to make said payments for and on behalf-, of all 
60 such parties. Any party may request, and shall be entitled to receive, proper evidence of all sui^pay-
61 ments. In the event of failure to make proper payment of any rental, shut-in well payment or nliriimum 
62 royalty through mistake or oversight where such payment is required to continue the lease inaforce, 

i7i>r 
63 any loss which results from such non-payment shall be borne in accordance with the provisions oS^irticle 
64 IV.B.2. ^ jgAssfej 
65 
66 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas ^^ljEyFl^je'^hut 
67 ting in or return to production of a producing gas well, at least five (5) days (excluding 
68 day and holidays), or at the earliest opportunity permitted by circumstances, prior to taMTj^such^clSQn, 
69 but assumes no liability for failure to do so. In the event of failure by Operator I f t i l J ^ ^ ^ y r ^ r j r . 
70 Operator, the loss of any lease contributed hereto by Non-Operator for failure to make^tjmelyipayments 
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1 of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article 
2 IV.B.3. 
3 
4 G. Taxes: 
5 
6 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad 
7 valorem taxation all property subject to this agreement which by law should be rendered for such 
8 taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
9 dition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not be 

10 limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests con-
11 tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its 
12 being subject to outstanding excess royalties, overriding royalties or production payments, the reduction in 
13 ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold 
14 estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such 
15 reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
16 ner provided in Exhibit "C". 
17 
18 If Operator considers any tax assessment improper, Operator may, at its discretion, protest within 
19 the time and manner prescribed by law, and prosecute the protest to a final determination, unless all 
20 parties agree to abandon, the protest prior to final determination. During the pendency of administrative 
21 or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any interest and 
22 penalty. When any such protested assessment shall have been finally determined, Operator shall pay 
23 the tax for the joint account, together with any interest and penalty accrued, and the total cost shall then 
24 be assessed against the parties, and be paid by them, as provided in Exhibit "C". 
25 
26 Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
27 posed upon or with respect to the production or handling of such party's share of oil and/or gas pro-
28 duced under the terms of this agreement. 
29 
30 H. Insurance: 
31 
32 At all times while operations are conducted hereunder, Operator shall comply with the Workmen's 
33 Compensation Law of the State where the operations are being conducted; provided, however, that Op-
34 erator may be a self-insurer for liability under said compensation laws in which event the only charge 
35 that shall be made to the joint account shall be an amount equivalent to the premium which would have 
36 been paid had such insurance been obtained. Operator shall also carry or provide insurance for the 
37 benefit of the joint account of the parties as outlined in Exhibit "D", attached to and made a part hereof. 
38 Operator shall require all contractors engaged in work on or for the Contract Area to comply with the 
39 Workmen's Compensation Law of the State where the operations are being conducted and to maintain 
40 such other insurance as Operator may require. 
41 
42 In the event Automobile Public Liability Insurance is specified in said Exhibit "D", or subsequently 
43 receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for 
44 such insurance for Operator's fully owned automotive equipment. 
45 
46 ARTICLE VI I I . 
47 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
48 
49 A. Surrender of Leases: 
50 
51 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall 
52 not be surrendered in whole or in part unless all parties consent thereto. 
53 
54 However, should any party desire to surrender its interest in any lease or in any portion thereof, and 
55 other parties do not agree or consent thereto, the party desiring to surrender shall assign, without express 
56 or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and 
57 equipment which may be located thereon and any rights in production thereafter secured, to thefparties 
58 not desiring to surrender it. If the interest of the assigning party includes an oil and gas interest,£jthe as-
59 signing party shall execute and deliver to the party or parties not desiring to surrender an oil tjahd gas 
60 lease covering such oil and gas interest for a term of one year and so long thereafter as oil and$or gas 
61 is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit "B". 
62 Upon such assignment, the assigning party shall be relieved from all obligations thereafter accruing, 
63 but not theretofore accrued, with respect to the acreage assigned and the operation of any welliih'ereon, 
64 and the assigning party shall have no further interest in the lease assigned and its equipmeji^fij i pro-
65 duction other than the royalties retained in any lease made under the terms of this Article! Th^jSiarties 
66 assignee shall pay to the party assignor the reasonable salvage value of the latter's int«est | . ip^^jivells 
67 and equipment on the assigned acreage. The value of all material shall be determined^n^Worrlance 
68 with the provisions of Exhibit "C", less the estimated cost of salvaging and the estim.ated^^J^i^IUg-
69 ging and abandoning. If the assignment is in favor of more than one party, the assi]g^el|'^^estVsnaii 
7 0 | Airy :: ..r A'.Mi.i.it.-Of: 1 
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1 be shared by the parties assignee in the proportions that the interest of each bears to the interest of all 
2 parties assignee. 
3 
4 Any assignment or surrender made under this provision shall not reduce or change the assignor's or 
5 surrendering parties' interest, as it was immediately before the assignment, in the balance of the Contract 
6 Area; and the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter 
7 be subject to the terms and provisions of this agreement. 
8 
9 B. Renewal or Extension of Leases: 

10 
11 I f 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 w i t h o u t war ran ty 
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 p r o v i s i o n s o f t h i s A r t i c l e V I I I - B s h a l l on ly apply to leases , or p o r t i o n s 
36 o f leases , loca ted w i t h i n the U n i t 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. I f 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 I f 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 sh a l l not be applicable to the contribution of acreage 
54 by the Contributing Parties toward the I n i t i a l , Substitute, or Option Test Well. 
55 D. Subsequently Created Interest: 
56 
57 Notwithstanding the provisions of Article VIII.E. and VIII.G., if any party hereto shall, subsequent 
58 to execution of this agreement, create an overriding royalty, production payment, or net proceeds-inter-
59 est, which such interests are hereinafter referred to as "subsequently created interest", such subsequently 
60 created interest shall be specifically made subject to all of the terms and provisions of this agreement, as 
61 follows: 

•" i( 

62 •.>;( 
63 1. If non-consent operations are conducted pursuant to any provision of this agreement, : arid the 
64 party conducting such operations becomes entitled to receive the production attributableoito-the interest 
65 out of which the subsequently created interest is derived, such party shall receive same friee; and xclear 
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. i > r ? | ^ ^ ' t ? S * ^ • 
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1 2. If the owner of the interest from which the subsequently created interest is derived (1) fails to 
2 pay, when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
3 visions of Article VI.E. hereof, or (3) elects to surrender a lease under provisions of Article VIII.A. 
4 hereof, the subsequently created interest shall be chargeable with the pro rata portion of all expenses 
5 hereunder in the same manner as if such interest were a working interest. For purposes of collecting 
6 such chargeable expenses, the party or parties who receive assignments as a result of (2) or (3) above 
7 shall have the right to enforce all provisions of Article VII.B. hereof against such subsequently created 
8 interest. 
9 

10 E. Maintenance of Uniform Interest: 
11 
12 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests 
13 covered by this agreement, and notwithstanding any other provisions to the contrary, no party shall 
14 sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Con-
15 tract Area and in wells, equipment and production unless such disposition covers either: 
16 
17 1. the entire interest of the party in all leases and equipment and production; or 
18 
19 2. an equal undivided interest in all leases and equipment and production in the Contract Area. 
20 
21 Every such sale, encumbrance, transfer or other disposition made by any party shall be made ex-
22 pressly subject to this agreement, and shall be made without prejudice to the right of the other parties. 
23 
24 If, at any time the interest of any party is divided among and owned by four or more co-owners, 
25 Operator, at its discretion, may require such co-owners to appoint a single trustee or agent with fu l l 
26 authority to receive notices, approve expenditures, receive billings for and approve and pay such party's 
27 share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
28 party's interests within the scope of the operations embraced in this agreement; however, all such 
29 co-owners shall have the right to enter into and execute all contracts or agreements for the disposition 
30 of their respective shares of the oil and gas produced from the Contract Area and they shall have the 
31 right to receive, separately, payment of the sale proceeds hereof. 
32 
33 F. Waiver of Right to Partition: 
34 
35 I f permitted by the laws of the state or states in which the property covered hereby is located, each 
36 party hereto owning an undivided interest in the Contract Area waives any and all rights i t may have 
37 to partition and have set aside to it in severalty its undivided interest therein. 
38 
39 G. Pi t fe imlial Right tu PuiLhaai. 
40 
41 Should- aay" party desire to eoll all or any part of itc intoroote undor'thio agreement) or its rightsajad 
42 interests in the Contract Area, it shall promptly give written notice to the other parties, wj^hrfffllmfor-
43 mation concerning its proposed sale, which shall include the name and addressof^^htfprospective pur-
44 chaser (who must be ready, willing and able to purchase), the purchas£***fce7 and all other terms of 
45 the offer. The other parties shall then have an optional prioj^jwgriCfor a period of ten (10) days after 
46 receipt of the notice, to purchase on the same terms -a»e v -conditions the interest which the other party 
47 proposes to sell; and, if this optional righL-is^elcercised, the purchasing parties shall share the pur-
48 chased interest in the proportiojis^haf^the interest of each bears to the total interest of all purchasing 
49 parties. However, there^ketfTbe no preferential right to purchase in those cases where any party wishes 
50 to mortgagejjs^krt^fests, or to dispose of its interests by merger, reorganization, consolidation, or sale 
51 ofaJl-«i^ubstantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent 
5j*»'*^*rarnpan3r, or ia any company in which any ono party OT,vnc a majority of tho otoek. 
53 
54 ARTICLE IX. 
55 INTERNAL REVENUE CODE ELECTION 
56 
57 This agreement is not intended to create, and shall not be construed to create, a relationship of -part-
58 nership or an association for profit between or among the parties hereto. Notwithstanding any pro-
59 visions herein that the rights and liabilities hereunder are several and not joint or collective, or that this 
60 agreement and operations hereunder shall not constitute a partnership, if, for Federal income tax pur-
61 poses, this agreement and the operations hereunder are regarded as a partnership, each party hereby 
62 affected elects to be excluded from the application of all of the provisions of Subchapter "K", Chapter 
63 1, Subtitle "A", of the Internal Revenue Code of 1954,. as permitted and authorized by Section!.761 of 
64 the Code and the regulations promulgated thereunder. Operator is authorized and directed J'̂ e^ecu^te on 
65 behalf of each party hereby affected such evidence of this election as may be required by'"the. .Secretary 
66 of the Treasury of the United States or the Federal Internal Revenue Service, including \spe.&fic£»)ly,' but 
67 not by way of limitation, all of the returns, statements, and the data required by Federal Regula-
68 tions 1.761. Should there be any requirement that each party hereby affected give furthe^avidericeiof 
69 this election, each such party shall execute such documents and furnish such other evidence^as may be 
70 required by the Federal. Internal Revenue Service or as may be necessary to evidence this_election; No 
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1 such party shall give any notices or take any other action inconsistent wi th the election made hereby. 
2 I f any present or future income tax laws of the state or states in which the Contract Area is located or 

3 any future income tax laws of the United States contain provisions similar to those in Subchapter " K " , 
4 Chapter 1, Subtitle "A" , of the Internal Revenue Code of 1954, under which an election similar to that 
5 provided by Section 761 of the Code is permitted, each party hereby affected shall make such election as 
6 may be permitted or required by such laws. In making the foregoing election, each such party states that 

7 the income derived by such party f rom Operations hereunder can be adequately determined without the 
8 computation of partnership taxable income. 
9 

10 ARTICLE X . 
11 CLAIMS AND LAWSUITS 
12 

13 Operator may settle any single damage claim or suit arising f rom operations hereunder i f the ex-
14 penditure does not exceed FIFTEEN THOUSAND n n 1 1 a r R 

15 (S 15 , 0 0 0 . 0 0 ) and i f the payment is in complete settlement of such claim or suit. I f the amount 
16 required for settlement exceeds the above amount, the parties hereto shall assume and take over the 
17 further handling of the claim or suit, unless such authority is delegated to Operator. A l l costs and ex-
18 pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense 
19 of the parties. I f a claim is made against any party or i f any party is sued on account of any matter 
20 arising f rom operations hereunder over which such individual has no control because of the rights given 

21 Operator by this agreement, the party shall immediately not i fy Operator, and the claim or suit shall 
22 be treated as any other claim or suit involving operations hereunder. 
23 

24 ARTICLE X I . 
25 FORCE MAJEURE 
26 

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

28 under this agreement, other than the obligation to make money payments, that party shall give to al l 
29 other parties prompt writ ten notice of the force majeure wi th reasonably f u l l particulars concerning i t ; 
30 thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeure, 
31 shall be suspended during, but no longer than, the continuance of the force majeure. The affected party 
32 shall use a l l reasonable diligence to remove the force majeure situation as quickly as practicable. 
33 

34 The requirement that any force majeure shall be remedied wi th al l reasonable dispatch shall not 

35 require the settlement of strikes, lockouts, or other labor d i f f icu l ty by the party involved, contrary to its 
36 wishes; how all such difficulties shall be handled shall be entirely wi th in the discretion of the party 
37 concerned. 
38 

39 The term "force majeure", as here employed, shall mean an act of God, strike, lockout, or other 
40 industrial disturbance, act of the public enemy, war, blockade, public riot, lightning, f i re , storm, flood, 
41 explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, 
42 and any other cause, whether of the kind specifically enumerated above or otherwise, which is not 
43 reasonably wi th in the control of the party claiming suspension. 
44 

45 ARTICLE X I I . 
46 NOTICES 
47 
48 A l l notices authorized or required between the parties, and required by any of the provisions of 
49 this agreement, unless otherwise specifically provided, shall be given in wr i t ing by United States mail 
50 or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party to 
51 whom the notice is given at the addresses listed on Exhibit " A " . The originating notice given under any 
52 provision hereof shall be deemed given only when received by the party to whom such notice-is directed, 
53 and the time for such party to give any notice in response thereto shall run f rom the date the originat-
54 ing notice is received. The second or any responsive notice shall be deemed given when deposited in 
55 the United States mail or wi th the Western Union Telegraph Company, wi th postage or charges prepaid, 
56 or when sent by teletype. Each party shall have the right to change its address at any time, and f rom 
57 time to time, by giving writ ten notice hereof to al l other parties. 
58 :'• 

59 ARTICLE X I I I . 
60 TERM OF AGREEMENT 
61 
62 This agreement shall remain in f u l l force and effect as to the oil and gas leases and/or oil and gas i n -
63 terests subjected hereto for the period of time selected below; provided, however, no party hereto shall 
64 ever be construed as having any right, title or interest in or to any lease, or oi l and gasjinferest con-

65 tributed by any other party beyond the term of this agreement. ffikl- I 'A 
66 
67 • Option No. 1; So long ao any of the oil and gac loacoc cubjoot to this agroomont romain£ejE=aSfl»kflaa«-
68 tinued in force as to any part of the Contract A T - o " i 1 1 1 1 1 ':v l " ' " ' " ' ^ ' " ^ Q r T a n H " n j r ^ ^ 
fi1 w i n , ill ill iru rnTn~TfTrT5 nn nil nnrl/rr fjrin prrtihiittVftn ftfrtinv?g f-?m any Innft frr irril n n r f ' f t n r ^ 

7 0 l A m B K ^ A i M o a H f - v : - ^ 
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1 XX Option No. 2: In the event the well described in Article VLA., or any subsequent well drilled 
2 under any provision of this agreement, results in production of oil and/or gas in paying quantities, this 
3 agreement shall continue in force so long as any such well or wells produce, or are capable of produc-
4 tion, and for an additional period of L30 davs from cessation of all production; provided, however, 
5 if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in 
6 drilling or reworking a well or wells hereunder, this agreement shall continue in force until such op-
7 erations have been completed and if production results therefrom, this agreement shall continue in 
8 force as provided herein. In the event the well described in Article VLA., or any subsequent well 
9 drilled hereunder, results in a dry hole, and no other well is'producing, <or capable of .producing , oil 

10 and/or gas from the Contract Area, this agreement shall terminate unless drilling or reworking opera-
11 tions are commenced within 1^0 d a y s f r o m t h e d a t e o f abandonment of said well. 
12 
13 I t is agreed, however, that the termination of this agreement shall not relieve any party hereto from 
14 any liability which has accrued or attached prior to the date of such termination. 
15 
16 ARTICLE XIV. 
17 COMPLIANCE WITH LAWS AND REGULATIONS 
18 
19 A. Laws, Regulations and Orders: 
20 
21 This agreement shall be subject to the conservation laws of the state in which the committed 
22 acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of 
23 said state; and to all other applicable federal, state, and local laws, ordinances, rules, regulations, and' 
24 orders. 
25 
26 B. Governing Law: 
27 
28 . ..The essential validity of this agreement and all matters pertaining thereto, including, but not l im-
29 ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and i n - ' 
30 terpretation or construction, shall be governed and determined by the law of the state in which the 
31 Contract Area is located. I f the Contract Area is in two or more states, the law of the state where most 
32 of the land in the Contract Area is located shall govern. 
33 
34 ARTICLE XV. 
35 OTHER PROVISIONS 
36 
37' A. Not Included. 

3 8 B. Not included. 
39 
4 0 C. Not included. 
41 D. Not^thstarrling any other provisions herein, i f during the term of this agreement, a wel l i s required 
42 to be d r i l l e d , deepened, reworked, plugged back, sidetracked, or reccripleted, or any other operation that 

may be required i n order to (1) continue a lease or leases i n force and ef fec t , or (2) maintain a unitized 
4 3 area or any portion thereof i n force and ef fec t , or (3) earn or preserve an interest i n and to o i l and/or 
44 gas and ether ndnexals which may be owned by a th i rd party or which, f a i l i n g i n such operation, may revert 
45 to a t h i r d party, or, (4) comply with an order issued hy a regulatory body having jurisdict ion i n the 

premises, f a i l i n g i n vhich certain rights would terminate, the following shall apply. Should less than a l l 
4° o f the p a r t i s hereto elect t o participate and pay thei r proportionate part of the costs to be incurred i n 
47 such operation, those parties desiring to participate shall have the r igh t t o do so a t the i r sole cost, 
4 f l r i sk , and expense. Promptly following the ccnclusion of such operation, each of those parties not 

participating agree to execute and deliver an appropriate assignment to the to ta l interest of each 
49 ncn-partdclpating party i n and to the lease, leases, or rights which would have terminated or which 
50 otherwise may have been preserved by vir tue of such operation, and i n and to the lease, leases or rights 

within the bf»i?>nr»» of the d r i l l i n g uni t upon which the well was d r i l l e d , exoepting, however, wells 
5 1 theretofore completed and capable of producing i n paying quantities. Such assignment shall be delivered to 
52 the participating parties i n the proportion that they bore the expense attributable to the 
53 ixn-parfcLcdpatirag parties' interest. 

54 E . No production, whether o i l or gas, may be sold frcm tine lease acreage, or lands pooled therewith, to 
55 any party's subsidiaries, a f f i l i a t e s , or associates, without each party's pr ior written consent. A l l 
5 f i production sold from the lease acreage, or lands pooled therewith, w i l l be an arm's length trade with a 

t h i r d party purchaser. I t i s expressly agreed i f pr ior written consent i s given to a party selling t o 
57 themselves, i t s subsidiaries, a f f i l i a t e s , or. associates, the other parties to th is agreement w i l l have the 
58 option to also se l l to said purchaser, at the same or better price. I n the event any party hereto, makes 
S Q an arm's length trade with a th i rd party purchaser, the remaining parties w i l l have the option to also s e l l 

a t the same or higher price. 
60 
61 F. Prior t o commencement of any well d r i l l e d under this agreement, each rxxi-cperator must tender to the 
6 2 operator i t s share of dry hole cost, as set out on Authority f o r Expenditure proposing such wel l . 
63 G. Th i s Opera t ing Agreement s h a l l supercede t h a t c e r t a i n Opera t ing Agreement dated 
64 January 2, 1985 known as the Townsend Opera t ing Agreement - Mesa Petroleum Co. , 

65 Operator . 
66 
67 
68 - 1 4 " 
69 
70 



ARTICLE ,XVMOTHER PROVISIONS 

Cost Allocation Formula 

The entire cost of drilling the well will be initially borne by the 
working interest owners ofthe 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 with the following formula: 

ATI Pre-casing Point Costs which can be isolated to the Shallow Unit 
or the Deep Unit, (e.g., logging, testing, coring, fishing, etc.) will 
be paid for by the participating owners of those particular zones. All 
other Pre-casing Point Costs ("remaining costs") shall be borne by various 
participating owners, according to their respective participating interests 
in the units involved as follows: 

Participants in ^1_ x- Footage to base of Shallow Unit x REMAINING COSTS 
•the ShallowlJnTt 2 ~~ ' TOTAL DEPTH 

Participants in 1_ x Footage to base of Deep Unit x REMAINING COSTS 
the Deep UnrT~ 2 . TOTAL DEPTH 

plus: 100% ^ f f g ^ 5 ^ ^ S h a 1 1 o w 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. All 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, All casing and tubing shall be paid for as 
follows: 

Average costs of casing 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 tubing from the Base of the Shallow Unit to 
total depth: Participants in the Deep Unit - 100%. 
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ARTICLE XVI. 
- MISCELLANEOUS 

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

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

19. 
IN WITNESS WHEREOF, this agreement shall be effective as of dav of_ 

OPERATOR 

YATES PETROLEUM CORPORATION 

By: 

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 

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 

KENNETH G. 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 



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. 

UX 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. 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 ofTom W. Schnaubert .0065% 
Laverna Howard Trustee, 
Joan Garrison Trust .0065% 
Heirs of Lucretia E. Cordon .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 
Lessee: Amerind Oil Company, Ltd. 
Date: June 2, !994 
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 3 50 



10. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

11. Lessor: 

Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

12. Lessor: 

Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

13. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

14. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

15. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

16. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

17. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

18. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

19. Lessor: 

Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

Mary Ann Gathings 
Amerind Oil Company, Ltd. 
June 27, 1994 
Five years 
1/144 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 
1/48 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 Oil Company, Ltd. 
May 24, 1995 
Three years 
1/80 mineral interest 
Book 517, Page 393 



Lessor: David D. Griswold 
Lessee: Amerind Oil Company, Ltd. 
Date: May 24, 1995 
Term: Three years 
Mineral Int. 1/80 mineral interest 
Recorded: Book 517, Page 395 

Lessor: Elaine B. Flint Grandchilren's Trust Benefit 
Eloise F. Griswold Trust 8-21-71 

Lessee: Amerind Oil Company, Ltd. 
Date: May 24, 1995 
Term: Three years 
Mineral Int. 1/40 mineral interest 
Recorded: Book 517, Page 397 

Lessor: Cathie C. McCown, separate property 
Lessee: Amerind Oil Company, Ltd. 
Date: May 16, 1995 
Term: Three years 
Mineral Int. 1/80 mineral interest 
Recorded: Book 518, Page 367 

Lessor: Marion S. Bennett, Ind. Exec, and sole beneficiary under the will of 
Nell C. Shelton 

Lessee: Amerind Oil Company, Ltd. 
Date: May 20, 1995 
Term: Three years 
Mineral Int. 1/640 mineral interest 
Recorded: Book 518, Page 369 

Lessor: Hurwitz Living Trust dated 9-27-91 
Lessee: Amerind Oil Company, Ltd. 
Date: August 17, 1994 
Term: Five years 
Mineral Int. 1/48 mineral interest 
Recorded: Book 505, Page 410 

Lessor: Lawrance C. Dotson, Ind. Exec. Estate of Mary Joe Dotson 
Lessee: Amerind Oil Company, Ltd. 
Date: July 5, 1994 
Term: Five years 
Mineral Int. 1/144 mineral interest 
Recorded: Book 510, Page 665 

Lessor: Carl A. Schellinger, et ux 
Lessee: Ameristate Oil & Gas, Inc. (1/3), Fuel Products, Inc. (1/3) and 

John F. Herbig, Jr. (1/3) 
Date: May 23, 1996 
Term: Two years 
Mineral Int. 1/576 mineral interest 
Recorded: Book 733, Page 254 

Lessor: Roy G. Barton and Opal Barton, Revocable Trust dated 1-28-82 
Lessee: Ameristate Exploration, L.L.C. 
Date: May 23, 1996 
Term: Two years 
Mineral Int. 3/64 
Recorded: Book 733, Page 257 

Lessor: S.E. Cone, Jr. 
Lessee: Amerind Oil Company, Ltd. 
Date: February 4, 1997 as extended December 22, 1997 
Term: Two years, as extended 
Mineral Int. 97/1920 mienral interest 
Recorded: Book 781, Page 92 as extended Book 846, Page 336 

Lessor: Madlyn Dotson Lansford, separate property 
Lessee: Amerind Oil Company, Ltd. 
Date: March 27,1997 
Term: Three years 
Mineral Int. 1/144 mineral interest 
Recorded: Book 792, Page 422 



30. 

33. 

34. 

Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

31. Lessor: 
Lessee: 

Date: 
Term: 
Mineral Int. 
Recorded: 

32. 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 

35. Lessor: 
Lessee: 
Date: 
Term: 
Mineral Int. 
Recorded: 

Charles M. Fuchtman 

*Note: The legal description for leases No. 4-33 is: 

Township 16 South. Range 35 East 
Section 2: SW/4SW/4 
Lea County, New Mexico 



V. 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 

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 

S. E. Cone, Jr. 
P.O. Box 10321 
Lubbock, TX 79404 

Katherine Cone Keck 
1801 Ave. ofthe Stars, Suite 446 
Los Angeles, CA 90067 

Roy G. Barton Jr., Trustee of RG. 
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 Ira 
Ft. Worth, TX 76117 

Heirs of Lucretia E. Cordon 
c/o Charles M. Fuchtman 
P.O. Box 10109 
Huntsville, AL 35801 

John F. Herbig, Jr. 
Suite 280, One Marienfeld Place 
Midland, TX 79701 

Amerind Oil 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 
c/o Mary Irwinsey 
4404 Odessa Ave. 
Ft. Worth, TX 76117 

Constance Cobb Keen 
4915-D 94th Street 
Lubbock, TX 79424 



COPAS — 1974 

Recommended by the 
Council of Petroleum^ 
Accountants Societies, of-
North America 

—am 
EXHIBIT " C " 

Attached to and made a part of . that certain operating agreement 
dated November 26, 1997, betweeri_Yate_s_Ji3troli&^_C^2.P. r^lPJ l-
"OPERATOR" and UMC Petroleum Corporatio"^ 
Ltd. and Mark L. Shidler, "fncTj"""Yô -bTERATORS""".""" ~ 

A C C O U N T I N G P R O C E D U R E 
JOINT O P E R A T I O N S 

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 wi l l 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. I f 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 i t 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 wil l 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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I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

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

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

of Joint Operations. 
(2) Salaries of First Level Supervisors in the field. 
(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are 

excluded from the Overhead rates. 

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

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

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

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

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

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

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

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

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

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

- 7. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com­

mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, _repairs, other 
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%) 
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

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

8. Damages and Losses to Joint Property 
A l l 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 wil l ful 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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10. Taxes 

Al l 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 I I , or in Section I I I , 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

I I I . OVERHEAD 

1. Overhead - Drilling and Producing Operations 

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

( ) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB. 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices 
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable 
under Paragraph '2A, Section I I . 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 ITI unless such 
cost and expense are agreed to by the Parties as a direct charge to the Joint Account. 

i i . 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 WeU Rate $ 5 , ADD. 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) Producing Well Rates 

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

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

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

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

[5] A l l 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 Development of the Joint Property exclusive of costs 
provided under Paragraph 9 of Section I I 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 I I , 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 IB of this Section I I I , de­
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera­
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures 
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com­
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed 
assets and any other project clearly discernible as a fixed asset, except Major Construction as dei.ned in 
Paragraph 2 of this Section I I I . Al l 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 $^ .0MJ l f J : 
A. _J> % of total costs i f 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 hut less than $1,000,000; plus 
C. _2 % of total costs in excess of $1,000,000. 

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

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

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

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

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

2. Transfers and Dispositions 
Material furnished to the Joint Property and Material transferred from the Joint Property' or disposed of by the 
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis­
counts: 

A. New Material (Condition A) 
(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 

maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property 
where such Material is normally available. 

(2) Line Pipe 
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of 

movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor­
mally available. 

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

(3) Other 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 seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV. 

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

i f Material was originally charged to the Joint Account as new Material, or 
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—• or 
(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 al 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 f i f ty percent (50%) of current new price as determined by Para­
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro­
vided Condition C value plus cost of reconditioning does not exceed Condition B value. 

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

D. Obsolete Material 
Material which is serviceable and usable for its original function but condition and/or value of such Material 
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by 
the Parties. Such price should 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 (15g) 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. 
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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. 

i 

(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 t h i s agreement i s at­
tached own the working i n t e r e s t i n the gas r i g h t s underlying the lands covered 
by such agreement (the "Contract Area") i n accordance with the percentages of 
p a r t i c i p a t i o n as set f o r t h i n Exhibit "A" to the Operating Agreement (the "par­
t i c i p a t i o n percentage"). 

In accordance with the terms of the Operating Agreement, each party 
thereto has the r i g h t to take i t s share of gas produced from the Contract Area 
and market the same. In the event any of the parties hereto c o l l e c t i v e l y owning 
pa r t i c i p a t i o n percentages of less than 50% are not at any time taking or market­
ing t h e i r share of gas or have contracted to s e l l t h e i r share of gas produced 
from the Contract Area to a purchaser which does not at any time while t h i s 
agreement i s i n e f f e c t take the f u l l share of gas a t t r i b u t a b l e to the in t e r e s t 
of such par t i e s , t h i s agreement sh a l l automatically become ef f e c t i v e upon the 
terms hereinafter set f o r t h . 

1. During the period or periods when any parties hereto c o l l e c t i v e l y 
owning p a r t i c i p a t i o n percentages of less than 50% have no market f o r t h e i r share 
of gas produced from any proration u n i t w i t h i n the Contract Area, or t h e i r pur­
chaser does • not take i t s f u l l share of gas produced from such proration u n i t , 
other parties c o l l e c t i v e l y owning p a r t i c i p a t i o n percentages of more than 50% 
shall be e n t i t l e d to produce each month 100% of the lesser of a) allowable gas 
production assigned to such proration u n i t by applicable state regulatory au­
t h o r i t y or b) the delivery capacity of gas from such proration u n i t ; provided, 
however, no party who does not have gas i n place s h a l l be e n t i t l e d to take or 
deliver to a purchaser gas production i n excess of 200% of the lesser of c) i t s 
share of the volumes of gas capable of being delivered on a d a i l y basis or d) 
i t s share of allowable gas production. A l l parties hereto s h a l l share i n and 
own the l i q u i d hydrocarbons recovered from such gas by lease equipment i n accor­
dance wi t h t h e i r respective interests and subject to the Operating Agreement to 
which t h i s agreement i s attached, but the party or parties taking such gas s h a l l 
own a l l of the gas delivered to i t s or t h e i r purchaser. 

2. On a cumulative basis, each party not taking or marketing i t s 
f u l l share of the gas produced sh a l l be credited with gas i n place equal to i t s 
f u l l share of the gas produced under t h i s agreement, less i t s share of gas used 
i n lease operations, vented or l o s t , and less that portion such party took or 
delivered to i t s purchaser. The Operator w i l l maintain a current account of gas 
balance between the parties and w i l l furnish a l l parties hereto monthly state­
ments showing the t o t a l quantity of gas produced, the amount used i n lease opera­
t i o n s , vented or l o s t , the t o t a l quantity of l i q u i d hydrocarbons recovered 
therefrom, and the monthly and cumulative over and under account of each party. 

3. At a l l times while gas i s produced from the Contract Area, each 
party hereto w i l l make settlement with the respective royalty owners to whom 
they are each accountable, j u s t as i f each party were taking or delivering to a 
purchaser i t s share, and i t s share only. Each party hereto agrees to hold each 
other party harmless from any and a l l claims f o r royalty payments as.serted by 
royalty owners to whom each party i s accountable. The term "royalty owner" 
shall include owners of royalty, overriding r o y a l t i e s , production payments and 
other similar interests. 

A. 

Each party producing and taking or delivering gas to i t s purchaser 
shall pay any and a l l production taxes due on such gas. 

4. After notice to the Operator, any party at any time may begin tak­
ing or delivering to i t s purchaser i t s f u l l share of the gas produced from a pro­
ration u n i t under which i t has gas i n place less such party's share of gas used 
i n operations, vented or l o s t . In addition to such share, each party, including 
the Operator, u n t i l i t has recovered i t s gas i n place and balanced the gas ac­
count as to i t s i n t e r e s t , s h a l l be e n t i t l e d to take or deliver to i t s purchaser 
a share of gas determined by multiplying 50% of the i n t e r e s t i n the current gas 
production of the party or parties without gas i n place by a f r a c t i o n , the numer­
ator of which i s the i n t e r e s t i n the proration u n i t of such party with gas i n 



place and the denominator of which i s the t o t a l percentage i n t e r e s t i n such pro­
rat i o n u n i t of a l l parties with gas i n place currently taking or delivering to a 
purchaser. 

5. Nothing herein shall be construed to deny any party the r i g h t , 
from time to time, to produce and take or deliver to i t s purchaser i t s f u l l 
share of the allowable gas production to meet the d e l i v e r a b i l i t y tests required 
by i t s purchaser, provided that said test should be reasonable i n length, nor­
mally not to exceed 72 hours. 

6. I f a proration u n i t ceases to produce gas and/or l i q u i d hydrocar­
bons i n paying quantities before the gas account i s balanced, settlement w i l l be 
made between the underproduced and overproduced parties. I n making such s e t t l e ­
ment, the underproduced party or parties w i l l be paid a sum of money by the over­
produced party or parties a t t r i b u t a b l e to the overproduction which said overpro­
duced party received, less applicable taxes theretofore paid, at the applicable 
price defined below f o r the delivery of a volume of gas equal to that f o r which 
settlement i s made. For gas, the price of which i s not regulated by federal, 
state or other governmental agencies, the price basis s h a l l be the price re­
ceived f o r the sale of the gas. For gas, the price of which i s subject to regu­
l a t i o n by federal, state or other governmental a u t h o r i t i e s , the price basis 
s h a l l be the rate collected, from time to time, which i s not subject to possible 
refund, as provided by the Federal Energy Regulatory Commission or any other gov­
ernmental authority, pursuant to f i n a l order or settlement applicable t o the gas 
sold from such w e l l , plus any additional collected amount which i s not u l t i ­
mately required to be refunded by such authority, such additional collected 
amount to be accounted fo r at such time as f i n a l determination i s made with 
respect hereto. 

7. Notwithstanding the provisions of 56, i t i s expressly agreed that 
any underproduced party s h a l l have the optional r i g h t , w i t h respect to each pro­
r a t i o n u n i t , to receive a cash settlement bringing such underproduced party's 
gas account i n t o balance at any time and from time to time p r i o r to the f i n a l 
settlement, by f i r s t giving each overproduced party 90 days' w r i t t e n notice of 
demand f o r cash settlement, i f such option i s so exercised, settlement s h a l l be 
made (as of 7:00 o'clock A.M. on the f i r s t day of the calendar month following 
the date of such w r i t t e n demands) w i t h i n 90 days following the actual receipt of 
such w r i t t e n demands by the overproduced par t i e s , i n the same manner provided 
f o r i n 16. The option provided f o r i n t h i s paragraph may be exercised, from 
time to time, but only one time i n each calendar year. 

8. Nothing herein shall change or a f f e c t each party's obligation to 
pay i t s proportionate share of a l l costs and l i a b i l i t i e s incurred, as i t s share 
thereof i s set f o r t h i n the Operating Agreement. 

9. This agreement sh a l l constitute a separate agreement as to each 
proration u n i t approved by the applicable regulatory authority f o r a pool w i t h i n 
the Contract Area, but such proration u n i t s h a l l not include any producing h o r i ­
zon which i s not w i t h i n the v e r t i c a l l i m i t s of said pool. This agreement s h a l l 
remain i n force and e f f e c t so long as the Operating Agreement to which i t i s 
attached remains i n e f f e c t , and s h a l l inure to the benefit of and be binding 
upon the parties hereto, t h e i r heirs, successors, legal representatives and 
assigns. 
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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 " F " 

EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

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

(1) The Operator will not discriminate against any employee or applicant for employment 

because of race, color, religion, national origin or sex. The Operator will take 

affirmative action to-ensure that 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. 

(2) 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. 

(3) The Operator will send to each labor union or representative of workers with which 

it has a collective bargaining agreement or other contract or understanding, a notice 

to be provided by the agency contracting officer, advising the labor union or 

workers' representative of the Operator's commitments under Section 202 of 

Executive Order 11246 of September 24, 1965, and shall post copies of the notice 

in conspicuous places available to employees and applicants for employment. 

(4) The Operator will comply with all provisions of Executive Order 11246 of September 

24, 1965, and of the rules, regulations, and relevant orders of the Secretary of 

Labor. 

(5) The Operator will furnish all information and reports required by Executive Order 

11246 of September 24, 1965, and by the rules, regulations, and orders of the 

Secretary of Labor, or pursuant thereto, and will permit access to its books, records, 

and accounts by the contracting agency and the Secretary of Labor for purposes of 

investigation to ascertain compliance with such rules, regulations, and orders. 

(6) In the event of the Operator's non-compliance with the non-discrimination clauses of 

this contract or with any of such rules, regulations, or orders, this contract may be 

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. 
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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 (EEO-I) 

promulgated jointly by the Office of Federal Contract Compliance, the Equal Employment 

Opportunity Commission and Plans for Progress with Joint Reporting Committee, Federal 

Depot, Jeffersonville, Indiana, within thirty (30) days of the date of contract award if such 

report has not been filed for the current year and otherwise comply with or file such other 

compliance reports as may be required under Executive Order 11246, as amended and Rules 

and Regulations adopted thereunder. 

Operator further acknowledges that he may be required to develop a written 

affirmative action compliance program as required by the Rules and Regulations approved by 

the Secretary of Labor under authority of Executive Order 11246 and supply Non-Operators 

with a copy of such program if they so request. 

CERTIFICATION OF NON-SEGREGATED FACILITIES 

Operator assures Non-Operators that it does not and will not maintain or provide for 

its employees any segregated facilities at any of its establishments, and that it does not and 

will not permit its employees to perform their services at any location, under its control, 

where segregated facilities are maintained. For this purpose, it is understood that the phrase 

"segregated facilities" includes facilities which are in fact segregated on a basis of race, 

color, religion, or national origin, because of habit; local custom or otherwise. It is further 

understood and agreed that maintaining or providing segregated facilities for its employees 

or permitting its employees to perform their services at any location under its control where 

segregated facilities are maintained is a violation of the equal opportunity clause required by 

Executive Order ]1246 of September 24, I9G5. 

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 2 1 , 1968, and the provisions of the equal opportunity clause 

enumerated in contracts between the United States of America and Non-Operators. 

Whoever knowingly and willfully makes any false, fictitious or fraudulent 

representation may be liable to criminal prosecution under 18 U. S . C. - 1001 . 
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