CAMPBELL 8 BLACK. p.A.

LAWYERS REEREEEA
RS
JACK M. CAMPBELL ) . GUADALUPE PLACE
BRUCE D. BLACK ~ SUITE | - 1O NORTH GUADALUPE
MICHAEL B. CAMPBELL (873 oo
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JoSCOTT ALt TELEPHONE: {SO5) 988-442|
PETER N. IVES
JOHKN H. BEM.S TELECOPIER: (505) 983-6043

January 23, 1986

R. L. Stamets, Director
0il Conservation Division
New Mexico Department of
Energy and Minerals
Post Office Box 2088
Santa Fe, New Mexico 87504-2088

Re: Case 8818: Application of Yates Petroleum Corporation
for a Pressure Maintenance Project, Eddy County, New
Mexico.

Dear Mr. Stamets:

Enclosed please find our Entry of Appearance on behalf of
Yates Petroleum Corporation for filing in the above-referenced
case.

WFC/cv
enclosure

cc: Mr. David Lanning
(w/enclosure)



BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION

OF YATES PETROLEUM CORPORATION FOR

A PRESSURE MAINTENANCE PROJECT,

EDDY COUNTY, NEW MEXICO. Case 8818

ENTRY OF APPEARANCE

Comes now, CAMPBELL & BLACK, P.A,, and hereby enters its

appearance in the above-referenced cause for Yates Petroleum

Corporation.

Respgctfully submitted,

CAMPBELL & BLACK, P.A.

By

William F.\ Carr
Post Office Box 2208

Santa Fe, New Mexico 87501
(505) 988-4421

ATTORNEYS FOR YATES PETROLEUM
CORPORATION



CAMPBELL 8 BLACK, r.A.

LAWYERS

JACK M. CAMPBELL GUADALUPE PLACE
BRUCZI D. BLACK
MICHAEL B. CAMPBELL
WILLLAM F. CARR
BRADFCRD C. BERGE SANTA FE, NEW MEXICO 8750t

J. SCOTT HALL
PETER N. IVES
JOHM H. BEMIS TELECOPIER: {5Q5) 983-6043

SUITE | - 11O NORTH GUADALUPE

POST OFFICE BOX 2208

TELEPHONE! (505) 988-442|

February 13, 1986

Mr. David Catanach
Hearing Examiner
0il Conservation Division
New Mexico Department of
Energy and Minerals
Post Office Box 2088
Santa Fe, New Mexico 87504-20838

Re: Case 8818: Application of Yates Petroleum Corporation
for a Pressure Maintenance Project, Eddy County, New
Mexico.

Dear Mr. Catanach:

Pursuant to your request, please find enclosed three
copies of revised pages 6-8 of OCD Form C-108 offered in the
above-referenced case. As you will note, these new pages include
the cement tops of each of the wells for which you requested this
information.

If you need further information from Yates Petroleum

Corporation to proceed with your decision in this case, please
advise,

Very truly yours,

William F. Carr

WFC/cv
enclosures

cc: Mr. David Lanning



WELL NAME & LOCATION

Federal DS #1
29-205-28t
930* FSL & 330" FWL

Federal DOC #1
29-205-28E
1980 FSL & 660° FWL

Stonewall WM State #1
30-205-28¢t
560* FSL & 1980° FEL

Stonewall WM State #2
30-205-28€
480° FSL & 990° FEL

Stonewall WM State #3
30-205-28E
330 FSL & 1980° FWL

Stonewall WM State #4
30-205-28E
330" FSL & 990* FWL

Stonewall WM State #5

30-205-28¢
1650° FSL & 1980° FWL

Stonewall WM State #6
30-20S5-28E
1650° FSL & 990*' FWL

PART VI C-108

DETAILS OF WELLS WITHIN ONE-HALF MILE OF PROPOSED INJECTION WELL

SPUD COMPLETION
DATE DATE TYPE
8-28-74 11-01-74 .Abn.
Re-Spud 9-02-78 Gas
4-16-78 5-14-84 Shut-In
2-16-83 6-02-83 01l
Producer
9-20-83 8-07-84 Gas
Shut-In
6-14~83 7-22-83 011
Shut-In
8-29-83 11-28-83 011
Producer
9-15-83 11-10-83 o}
Shut-In
11-04-83 12-27-83 011
Producer

670

01D 640°
11,540°'

4,953’

5,450'

4,865°

4,866°

4,900’

4,860'

CONSTRUCTICN

8 5/8" 285'/200 sx

8 5/8" 285°/200 sx
i3 3/8" 585°/550 sx
8 5/8" 2845'/1840 sx
5 1/2* 11,495'/650 sx

20" 40'/set

10 3/4" 545°'/500 sx

8 5/8" 2485°'/1350 sx
5 1/2" 4953'/700 sx

13 3/8" 546°/550 sx
8 5/8" 2410'/1050 sx
5 1/2* 4960'/750 sx

13 3/8" 545'/650 sx
8 5/8" 2470°/550 sx
5 1/2" 4864°'/500 sx

13 3/8" 535°/500 sx
8 5/8" 2642°/1300 sx
5 172" 4860'/750 sx

13 3/8* 535°/600 sx
8 5/8" 2404'/1355 sx
5 172" 4%00°/700 sx

20" 40'/set

13 378" 535°'/550 sx
8 5/8" 2410'/800 sx
5 1/2"7 4860°'/800 sx

TOC

circ.

circ.
circ.
cire,

7700' temp.

circ.
cire,
1475' CBL

cire.
circ-
1806' CBL

cire.
5186% caL

circ-
nunm.
600' CBL

circ-

circ-
1215' CBL

circ.
circ.
2410° CBL

COUPLETION RECORD

Released to rancher for water well.
Temporarily abandoned.

Perf. 10,524-10,634°, A/1500 gal.
S5qz. 10674-10634°
R/C 11227-11276*, A/2500 gal.

Perf. 2587-2680', A/3000 gal.
SWF 40000 gal. + 52000#

PB OH 5216°, A/2000 gal.
SWF 40000 gal. + 80000#

Perf. 2530-2622°, 3422-3602'
A/15500 gal., SWF 27000 gal. + 1621 MCF N2 ¢
1175004

Perf. 2524-3671', A/4500 gal.
SWF 36000 gal. + 450004, A/7000 gal.
SWF 40000 gal. + 52000¢

Perf. 3360-3367'. 3487-3515', 3570-3576"
A/10000 ga)., Frac 10000 gal. wtr. + 9000 ga
Meth + 70000 gal. N2 Foam + 91000#

Perf. 3349-3527', A/8500 gal.
SWF 60000 gal. + 78000#
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DETAILS OF WELLS
Page -2-

WELL NAMZ & LCCATION

Stonewall EP State Com #1
30-205-28E
1980° FNL & 1980° FWL

Stonewall EP State Com #4
30-205-28€
1980° FNL & 660* FEL

Stonewall EP State #5
30-205-28E
2310° FHL & 990° FWL

Stonewall EP State #8
30-205-28E
2310" FNL & 1980° FuL

Yates Federal C #1

31-205-28E
660" FNL & 1980° FWL

Yates Federal C #3
31-205-28E
660°* FNL & 1980°' FEL

Yates Foderal C #4
31-205-28E
660° FNL & 660" FEL

SPUD CORPLETICN

AT CATE TYPE
7-17-75 9-25-75 Gas
Producer
5-28-78 7-20-78 Gas
R/C 10-19-81 Producer
11-20-83 3-14-84 01}
Shut-1In
2-26-84 4-04-83 04}
Producer
3-25-82 6-19-82 Gas
Producer
9-21.82 10-20-82 on
Producer
12-01-82 1-06-83 Uil
Producer

11,478

11,572°

4,870"

5,300°

11.,470°

4,702°

4,701°

LCNSTRUCTION

13 /8" 612°/550 sx
8 5/8™ 2799°/1650 sx
5 1/2" 11,380°/1300 sx

13 3/8" 626°/500 sx
8 5/8% 2800°/1840 sx
$ 172" 11,525%/475 sx

13 3/8™ 553'/500 sx
8 5/8" 2420'/1600 sx
5 1/2° 4870'/800 sx

13 3/8" 540'/425 sx
8 5/8% 2404°'/950 sx
5 1/2" 5303°/750 sx

13 3/8" 584°/950 sx

9 5/8" 3154'/985 sx

7* 10,395°/550 sx

5" 9901-11,467*/160 sx

8 5/8” 605°'/425 sx
5 1/2* 4702°/1050 sx

8 5/8™ 618'/400 sx
5 1/2" 4701°/1050 sx

TOC

circ.
circ.

4800' temp.

circ.
circ.

8300' temp.

circ.

circ.
i56' CBL

circ.
cire.

1886' CBL

circ.
circ.
7650' est.
10000"' est.

mwwm. temp.

circ.
circ.

COVRLETION RTCOR2

Pl SVt A AR A 400

Perf. 11250-11258*, Natural 9/75

Perf. 8880-8908° 9/75
Perf. 11054-11226', A/4000 gai.
Sqz. 8880-8908° 7/82

Perf. 11136-11181°, Natural
Perf. 10553-10575'

Perf. 4336-434€', A/1500 gal.
Perf. 4252-4302', A/4000 gal.
Perf. 4142-4183°, A/3500 gal.

Frac 70000 gal. 70% Foam + 975004
perf. 3361-3730*, A/10000 gal.
Frac 160000 gal. 75% Foam + 222000#

Perf. 3384-3588', A/6700 gal.
Frac 60000 gal. 75% Foam + 195000¢

Perf. 11040-11110', Natural

Perf. 3400-3608°, A/6000 gal.

SWF 23000 gal. + 106000#, CIBP @ 3350' w/
30" emt.

Perf. 2546-2626', Frac 63000 gal. 75% Foam +
68000#

Sqz. 2546-2626', CO to 3900°

Prod. thru 3400-3608°

Perf. 2574-2818°
SWF 78000 gal. + 102000#



DETAILS OF MWELLS

Page -3-
SPUD COMPLETION-
WELL HAME & LOCATION DATE DATE TYPE 10
Yates Federal C #17 8-25-83 9-19-83 011 3,897
31-205-28€ Producer

760° FNL 8 1980°* FWL

CONSTRUCTION

TOC

13 3/8" 606'/1050 sx
8 5/8" 2482'/930 sx
5 1/2" 3887°/775 sx

nwwn.
cirec.

cirec.

COMPLETION RECORD

Perf. 3562-3626', A/2500 gal., SWF 32000 gal.
+ 340009

CI8P 0 3500° w/30* cmt.

Perf, 2568-2605°', A/2500 gal., Frac 32000 gal
75% Foam + 340004



S P. YATES

PRESIDENT

MARTIN YATES, Il
\-\ TEE oo VICE PRESIDENT
& i JOHN A. YATES
7 FETRDLEUM VICE PRESIDENT
CORPORATION & w. HARPER

SEC.-TREAS

227 SOUTH FOURTH STREET
ARTZSIA. NEW MEXICO 88210

TELEPHONE (505) 748-1331

February 25, 1986

Dave Catanach

NMOCD

P. O. Box 2288

Santa Fe, N2w Mexico 87501

Dear Mr. Catanach:

Re NMOCD Case #8818

In NMOCD Case #8818, Yates Petroleum sought authority to start a pressure main-
tenance project in the Avalon Delaware pool by injecting water into the Stonewall
"YE" state #1 located in Unit J of Section 30-20S-28E. The appropriate project
area should be the S/2 of Section 30 plus the S/2 of the NW/4 of Section 30. The
project area contains about 400 acres in all. Yates operates the following
Avalon Delaware wells within this project area:

S-onewall "EP" State #5 E 30-205-28E
Sc-onewall "EP" State #8 F 30-20s-28E
S-onewall "WM" State #1 O 30-20S8-28E
Szonewall "WM" State #3 N 30-20S-28E
S-onewall "WM" State #4 M 30-208-28E
S:onewall "WM" State #5 K 30-20S-28E
S-onewall "WM" State #6 L 30-208-28E
S—-onewall "YE" State #1 J 30-20S-28E

I hope this information allows you to process Case #8818.
Sincerely,

DAVID F. BONEAU
Engineering Manager

DFB/cvg



CAMPBELL 8 BLACK. p.A.

LAWYERS
JACK M CcCAMPBELL GUADALUPE P_ACE
BRUCZ D. BLACK SUITE | - HHO NORTH GUADALUPE

MICHAEL B CAMPBELL
wiLbLl.amM F CARR
BRADFCRD C. BERGE SANTA FE, NEW MEXICO 87504-2208
J. SCOTT HALL
PETER N IVES
JOHMN H. BEMIS

POST OFFICE BOX 2208

TELEPHONE: [505%) 988-4421

TELECOPIER: (505) 983-6043

April 3, 1986

HAND DELIVERED

Mr. David Catanach

Hearing Examiner

0il Conservation Division

New Mexico Department of
Energy and Minerals

State Land Office Building

Santa Fe, New Mexico 87501

Re: Case 8818: Application of Yates Petroleum Corporation
forr a Pressure Maintenance Project, Eddy County, New
Mexico.

Dear Mr. Catanach:

In response to certain questions raised during our March 28,
1986 meeting concerning the designation of a project area for
Yates' proposed pressure maintenance project in the above-
referenced case, I enclose a copy of the Operating Agreement for
the Stonewall Unit. As you will note, this is a working interest
unit operated by Yates Petroleum Corporation (see page 3)
covering the following described acreage in Eddy County, New
Mexico:

Township 20 South, Range 28 East, N.M.P.M.
Section 19: S/2
Section 20: All
Section 29: SwW/4, S/2 SE/4, NW/4 SE/4
Section 30: All
(Exhibit A to Unit Agreement)

Yates Petroleum Corporation requests that this area be
designated the project area for the pressure maintenance project
in the ebove-referenced case, and that the enclosed Operating
Agreement be incorporated into and made a part of the record in
Case 8818,



Mr. David Catanach
April 3, 1986
Page Two

If you need additional information from Yates in this case,
please advise.

Vgry truly yours,

. .

.

William F. Carr

WFC/cv
enclosure

cc: (w/o enclosure)
Mr. Randy Patterson
Mr. David Lanning
Yates Petroleum Corporation
207 South Fourth Street
Artesia, New Mexico 88210
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= OPERATING AGREEMENT

TH'S AGREEMENT, enfeied into this_ 1St - day of . _November __ _____ 19_73_, between
YATES PETROLEUM CORPORATION, a New Mexico corporation,

"hereafter designated as “Operator”, and the signatory parties other than Operator.

WITNESSETH, THAT: '

WHEREAS, thie partics to t’vs ayret.oent are ownc:é of il uad gas lenses (.‘O\fc:‘;'ng and, i! S0 indicated
unleased miueral nterests in the lLiacts of land desccibed in Ealihit “A", und all parties lLiave reached an
agreement to explore und Jevelop these lezses and interests for oil end gas {o the extent and as heveinafter
provide&} v o _

NOW, THEREFORE, i is agreed as fcllows:

MR - -+ 1. DEPINITIONS

As used in this ugiecinant, the follewing words and ferms :zhall have the mneucings here ascribed to
them. o . _ IS

(1) The words “party” and “parties” shkall always mmvan a party, or parties, to this égreement.

(2) The parties to this agreement shall always be referred to as “it” or *they”, whether the parties be cor-
porate bodies, partierships, assodiations, or persons real, ' » )

(3) The term *oil and gas™ shall include 'oﬂ, £=5, casinghead gas, gas condensate, and all other liquid or gase-
ous hydroc_rbms urless an intent to lim mit the inclusiveacss of this tevm I specifically stated.

(4) The term “oil and gas interests” shall rncan unleased fee and mineral! inferests in t:acts of land lying

. within the Unit Area which 2re cwned by parties to this ag.-ecment. '

A (5) The term *“Unit Area” shall refer to and hldhue all of the lands, oil and gas lewsehold interests and oil
and gas interests intended to be developed and ope.med for oil and gas puigoses under this agreement,
Such lands, oil and gas leasehold intcrests and oil and ges inlerests are described in Exhibit “A”.

(6) The term "‘drilling unit” shall mean the area fixed for the Jrilling of one well Uy order or rule of any
state or fed=ral uudy havmg avthority. If z drilling unit is not fixed Ly any such rule or order, a drilling
unit shall be the drﬂlmg unit as esiablished by the pativen of Jrilling in the Unit Area or as fixed by ex~
press agie:uacnt of the parties. ' )

(7) All exhibits altached fo this agreement are nade a part of the condract as fully as though copied in full
in the contract. . , . _

(8) The words "equiy:x;eni” and “materi2ls” as used lece aie s}ncnymsus and shall mean and include all
oil field wipplies and person 12! properly acquired for use in the Unit Area,

(9) Yates Petroleum Corporation, Mesa Petroleuvm Coapany, Claremont
Corporation, Edward R. Hudson, Jr., William A. Budson I1I and Mary
Hudson Ard are also referred to as "Paying Parties," and the
other parties hereto are also referred to as "Contributing Parties."™

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS

A. Title'Examination:

The, parties hereby accept title to the oil and gas lecases .covering
all of Section 20, Township 20 South, Range 28 East, N.M.P.M., upon which
the’ test well provided for in Section 7 is to be drilled.

No well except the Initial Test Well shall be drilled until the
drillsite title and form of lease covering said drillsite has been
accepted by the parties participating in the drilling of the well. In
connection with such drillsite all abstracts, title opinions and
curative work presently in the possession of any party shall, on
request, be furnished to any other party, without charge, and such
other party shall have a reasonable time to examine same.
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B. Failure of Title: <2

Should any oil and gagllease, or interest therein, or oil and gas
interests, be lost though failure of title (provided, such loss shall
not be deemed a faillure of title should the party whose lease or inter-
est 1s affected by such failure of title secure a new lease or title
covering the same interest and subject same to this agreement within a
period of 90 days, commencing on the date it 1s determined finally that
title failure has occurred) then this agreement shall, nevertheless,
continue in force as to all remalning leases and interests, and

ra

(1) The party whese Ieaae or inte:esgexs affected by the tlt!e mulure aball bea" alune the entire loss and it
skall not be eatitled to recover {rcm Cperafor or the other parties any de»c‘opment or uperatmg costs
which it may Lave theretclore paid, but there shall be no monetary lability on its part to ’hn other par-
ties hereto by reason of such title ggilure, and v

(2) There shall be no retroactive adjust:aent of expenses incurred 61- revenues received from the operation
of the interest which has been Ic;; ‘.but the interests of the parties shall be revised on an acreage basis,
as of the thne it is delermrined fi“;;y that title failure has occuired, sc that the inlerest of the party
whose lease or inferest is axfec.ed bi Lhe title fazhre will thereafier be reduced in ti:e Unit Area by the
z100unt of the inferest lost; and ) _ _

" {3) If the properticnate interests of the other par.tvfé—s fxereio in .an; pioducing well theretofore drilled on
the Unit Area is increased by re son of the title faﬂure the party whose title has failed shall receive
the proceeds attributable to the increase in such int erests (less operating costs attributable thereto)
uatil it has been reiinbursed for U..uxr_,su\?t.red costs paid by it in connection with such well; and

{4) Should any person not a party to L-QS zgreement, who is determined to be the owner of any interest in
the title which has £2iled, pay in any manner any parti of the cost of vperation, development, or equip-
ment, or equipment previously paitc’:‘-.mder this agreement, such amount shall be proportivnately paid to
the party or parties hieveto who in the first instance paid the costs which are so refunded; and

(5) Any liability to account to a third:party for prior productiqh of oil and gas which arises by reason of title
failure shall be borne by the par%fes in the same proportions in which they shared in such prior produc-
tion,

e

€. Loss of Luases"for Causes Other Th .m n.!e Failure:

) If any lease or interest subject to thls agreement be lost through failure to develop or because express
or implied covenants have not been performed, or if any lease bd permitted to expire at the end of its primary
term and not be rencwed or exiended, of if any lease or interest therein is lost due to the fact that the produc-
tion therefrom is shut in by rceson of lack of mavket, the loss shall not be considered a failure of title and all
such Josses shall be joint losses and shall be borne by all parties in p.oportion to their interests and there shall

be no readjustment of interests in the Unit Area.

BT
ﬂ.‘im‘b":.'

IR

4. INLERESTS OF PARTIES |
Exhibit “A” lists all of the parties, and their respective percentage or fractional interests “under this
agrcement. Uniess changed by other pruvisions, all costs and liabilities incurred in operations under this con-
tract shall be Lorne and paid, and all equipinent and material acquired in operations on the Unit Arca shall be
owned, by the parties as their interes!s are given in Exhibit “A”, AN production of oil and gas from the Unit

Arca, subject to the payment of lessor's royalties, shall 2lso be swned by the parties in the same manner.

. e
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*Iadividual Loss”
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and gas o e covered Ly this agrecment is suljoel to on goerdiding rayaMy, production pay-
ineat, or otlier charge over and shove the usual one-eighth (25) royalty, the party contiibuting that Jease shall
aisume and aivne bear all such excess ohligstions and shall account for them to the wwaers thereof out of its

share of the werking interest production of the Unit Area.

5. OrERATOR OF UNIT

. _._Yates Petroleum Corporation

: ee e o ——__3hall be the Cperator of
the Uit Atea, snd shall vonduct and direct and have full control of al! ¢perations on the Unit Arca ‘ as per-
mitted and required by, and within the Yonits of, this agreement. It shall condnet all such operations in a good
anc{ 'wor.l’urianlike manner, but it shall have no lability as Operator to the othe& firixfjl ior losses sustained,
or

abilities. *ncaired, excepl such as may resalt from gross negligence or foond breach of the provisions of

this a2z eement.
' &, EMPLOYEES

The nosher of ewnpleyees and their selection, and the hours of Yzhor and the esigensation for services
perfor med, shall be daiormiued by Cperztor. All smpluyees shall be e enmployees of Operator.

7. TEST WELL

The pruvisions governing the drilling of the Initial Test Well,
the Substitute Test Well and the Optional Test Wells are set forth in
Section 30 hereof. As used in this agrecuent, the phrases "Test Well"™
and "Test W21l provided for in Section 7," are deewed to include the
said "Initial Test Well," the "Substitute Test Well"™ and the "Optional
Test Wells.”" The objective depth for these wells is set {forth in -
Section 30. ~

8. COSTS AND xXPENSES
Except as herein othaiwise specifically provided, Opevalor shall piotptly pay and dischiarge all costs
and -xpeoses incurred In the develep:sen! and operation of lie Unit Aica pursvant fu this agreeient and shall
charge cach of the parties hireto with their rcspactive propuitionate shiares upon the cust and expense basis
provided in the Accounting Procedure atizched hereto and inarked Tohibit “C”. If any prevision of Ex-
hibit “C” should be inconsistent with any provision contained in the body of this agreement, the provisions in

the body of this agrecment shall prevail.

»Qperator, at its election, shall have the right from time to time o dumand and .eleive from the other
partics payn.ent in advunce of their respective shaves of the estiinated a.ucunt of the costs {o be incurred in

H

operativns hereunder during the next succeeding month, which right raay Le exercised only by sulimission to
exch such party of an ftemized statement of such estiinaled costs, togetlier with an inveice for its share there-
of. Fuach such statement and iavoice for the payment in advance of ostimated costs shall be silinitled on or
befure the 20th day of {hie next pieceding month. Each parly shall puy to Opu:ator its proportionate shure of
suck sstimute within fiftcen (15) days after such estimate and invoice is received. If any party fails to pay its
share of sald vulimate within said fime, {he emount due shisl! Lear interest at the rate of’rzi&g@?wnf'éﬂlfg{zger
anium until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end

-
thal cach puily shall beor and pay iis propurtionate share of actual ¢oots fncurred, and no more,

—_3—
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9. S LIEN '
Opuialor 3s given a fhst and profocced Tie he intovest of each party covered by this coatract, and
Ctlie ror(-'ds rom, 5 sale, of
iy each parly's filcrest §n 01 au g

s Pt Q& el o et cofe and upon eaLh party’s interest in ma-
tecial and cqu:fg.ment, tu secure the payinent of all sums ‘due fzom each suéh party to Operator, '

In tle event any party fails to pay any amount owing by it to Operator as its share of such _costs and
expense or stich advance estiinate within the time Iimited Tur paymeﬂ {hereof, Operator without pl‘e]udl(‘e to
oggr gxigﬁl;xg rgxileadsitg7 g:bal qﬁ@?igc O?nnxi e:z.gc ;f:ns ’% rcimg‘?:\t fr")'n ?‘xe pucr’x. ascl ortp\}r ascrs ?)t oﬂtoragby
the proceeds arcioing to the working intciost or inferests in the Unit Area of the delinquent parly up to the
amuwunt owing by such party, a"d each purc}*»zder of ofl ur gas iz authorized to rely upon Operator’s statement
as to the amount owing by such party. .

In thic event of the neglect or fallure ¢f any 1 w op-Aliag party to nrum‘;tly pay its proportionate part
of the ¢ost and exp=nse of develipinent =nd pperaticn when Jie, the other non-operaling pariies and Operator,

ithin thirty (30) days after the 1o ndition of statements therefor by Operator, shall proportiorately contribute
to the puyment of such dolinguent in2% t2ness and the —ea-uperating parties so contributing shall be entitled
to the same licn rights as are giantad to Gecalor in this section. Vgnon the payment by such delinquent or
defaulting party to Oper'v'nr of any amount or ameuats oa = ach delinguent indebtedness, or upon any recovery

on Lehalf of the non-opevaling parlies under the Yen confe/red abeve, the amount or amounts so paid or re-

‘covered shall be distoibuled and paid by Jperstor to the o“ <r non-gperating pariies and Ope:ator propor-

efore »zde by them. o ..

This agrernent shall remain in ful? force and effect fur as long zs any of the oil and gas leases subjected
to this agies rr\t remain or are contingzd in foree as teany zcrt of the Unit Area whether by pr oduchon, ex-
tension, renewal or otherwise; provided, however, that in the event the first well drilled hereunder results in
a diy hole and no other well is pradiwing oil or gas in payinz quantities from the Unit Area, then at the end
of %gjﬁ“;y.‘?‘,g}'gu)js afler a'.andanment of the first {est well, this agreainent shall ferininale unless one or
miore of the parties are then engaged in drilllng a well ur wells purstznt to Seclion 1§ hesrgc?f,tgrpgll gzg'ties

have agiced o drill an addition

M.‘

21 well ur wells urder this agiec aent, in which event this agreement shall con-

tir.ue in force watil such well or we'ls shall have Lo #d gnd completed. If prpducﬁon resulis there-
from this agreesent shall continue in Juice thorzafler as' if sgid first test well had been productive in paying
grantities, but "f production in paying quantities does not result therefrom this agreement shall terminate
at the end cf, ok’ :, r~~ﬁ)—'éog>s after zh:z~de.ament of such w2l or wells, It is agreed, however, that the term-
ination of this azrcement shall mot releve any parly horeto fiom any hability which has accrued or attached
prior to the dzte of such {ermination. '

11. LIMITAZTION ON EXVYENDITURES

Without the consent of all partic

L LI

st {a) No well shall be drn ied on the Unit Area except any well ex-
pressly provided for in this agrooient and e:-'u;;;t any well drilled pursuant to the provisions of Section 12

of this agreement, it being understond (hat the corsent to the drilling of a well shall include wment to all
neeessary expenditures in the drilling, t%dfnegpf- .a;S ting 9:n1dd Sr?ux;ip?ngsgfc {hieowp]i3 mc.urf ing nece<sary
tarhage; (b) Nc well shall be rewcrked, plugged back or diepinied except a well rewoiked, plugged back or
deepened pursuunt to the provisions of Section 12 of this agroement, it being understood that the consent to
the reworking, plugging back or dcepening of a well shall include consent to all necessary expenditures in

conducting soch opes2lions end corpleling and equipping of said well to p!‘uu‘d(‘e including necessary tank-
?

age; (c) Op-:ator chall not undertzke auy single project sjoaionably estimated to require an expenditure in
excess of__Tenr Thousand and No/ oo“’,"""","’f“".““V‘ff""—" DoMars ($._10,000.00

except in conpection with a well the drilling, vewurking, Jacening, or plugging back of which has been pre-
viously authorized by or pussuant to thic agieement; provided, hcwever, that in case of explosion, fire, flood,
or other sudden emergency, whethier of the same or diffcreat nature, Operator may take such steps and incur
such expenses as in its opirion are reguired o 3e2l with the emergency and to safeguard life and property,
but Op.ratur shall, as promptly as po.aitle, report the einergincy to the other parties. Operator shall, upon

reguaest, furnish coples of its “Autherity for T.pordituies” for any single project costing in ex-

coss of § §,_0_0_9.__09._’

o0
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12, OF ¥ RATIONS sY 7 S WHAN ALL PARTIES

If all the parties cannot mutually agree upon the o llsg of any well on the Unit Area other than the
oot well provided for in Section 7, or v pyon the sewverhing, oo pening or p"-f:'-f?rag taek of a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing in paying
quantities on the Unit Area, any party or parties wishing to drill, rework, deepen ur plug back such a well
inay give the other parties written rotice of the p:cpose?d o eration, ~oecifying the work to be perfurmed,

the location, pi upv»ed depth, objective formativn and the «atinzled cost of the ;. ration. The parties receiv-

izging ack or drilling dceper wherc
a drilling rig is on lucation, the penod hall be I-w: ted to funty-e ght 38) hours exclusive of Saturda)/ mx un-
ay) after receipt of the notice within which ts natify the parties -ishing to do the work whether they elec
day) aft pt of t t th hich ¢ fy th ! ning to do th k whether they elect
to pasticipate in the cost of the prepesed cperation. Fsilore of a parly receiving suech 2 aolice to so reply to
it within the persud above fired shall constitute zn election by that jurly ot to ;=rtiipate in the cost of the
proposed operation, :
any parly 1cceiving such a notice €lects no particdipate in the picpeed yperation (s arty or
If any party h tice t t to partidpate in th & yperation (such party
parties being hercafter referred to as “Non-Coisen ling Party”), then in order to bhe entitled to the benefits
of this section, the party or parties giving the nolice and such cther varties as shall elect fo participate in the
operation {all such parlies belng hereafter referred to as the “Cenzenting Fuities™} shall, within thirty (30)
Cays afler the expiralion of the nolice perisd of ti:ity {30) A.¥s (o =5 provsptly as poosible after the expir-
ation of the 48-buur period where the Jrilling rig is on Joraliag, as the cace muy be) actually commence work

on the piopesed cpevation and complete it with due diligence.

The entire cost and risk of condurting such cperaticus <hi2ll Le borne by the Ti senting Parties in the

proportioas that their respective interests as shown in Fuhibit “A” L:ar to the total Interests of all Consenting

Parties. Cunsenting Parties shall keep the leascheld ootalos fnvolvad in such opeiations free and clear of all
Yiens and encuml ances of cvery kind civafed Ly or arising fo2m the wp vations of the Consenting Parties. If

such an operatior icsults in a dry hole, the Co wentin rrties shall plug 2n? alerJon the well at their sole

r

=4
cost, 3ick and expense. If any well dritled, rewarked, deipeced or p}..cg -3 Lk viader the provisions of this

section results in a producer of oil and/or gas in po;ing grantilies, the Corsenting P 725 shall comsplete and
equip the well to produce at their sole cost and a.Es.k, and the well shall then be tirsad over to Operator and
shall be operated by it at the expense and for the account of the Conse ing Parties, Upon commencement of
operations for the drilling, reworking, deepening or plugzing tack of any such well by Cuinsenting Parties
in accordance with the provizions of this section, each Non-Consenting Darty =hall be dcemed to have relin-
guished to Consenting Parties, and the Consenting Partive shall cwn and be entiti-d to receive, in proportion
to their respective interests, all of such Non-Cunscnting Party’s interest in the well, its léasehold operating
rights, and share of production therefrom unti! the proreods or mathel value fthereof (after deducting pro-

. existing on the ef{fective date hereof
duction laxes, ropally, overriding royalty and other inteoesfs/pzyable out of or iscasied by the production

from such well a:cruing with respect to such intcvast undil it reverts}) <hiall cgual the tolal of the following:

{(A) 1009 of ecach such Non-Consenting Party’s chare of the cost of any newly wvgnired surface equipment
beyond the wellhead connections (including, bul not limiled to, sinck lenks, separators, tirealers,
pumping ejuipment and piping), plus 100% of cach such Non-Conzenting Party's share of the cost of

operation of the well commencing with first peedvction and contivuing until each such Non-Consenting

“Party’s relinguished interest shall revert to it urJer otler provisions of th3x section, it being ugreed that
L ]

ezch Non-Cocsenting Party’s share of cuch costs 20d equipment will be that inteiest which would have

Leen chargeable to each Non-Cousenting Party had it pariicipated in the w#l' f.om the beginning of

the operation; and

(B) 2007 of t:at portion of the custs and exypenses of drifling, r-waorking, docioniag or plugging back,
testing and cumpleting, after deducling any c¢ash contributions recelved under Section 24, and 2009
of that poition of the cost of newly acquired equip..o-nt in the well (to .d ~2luding the wellhead
cennections), which would have been chia: grable to such Non-Conuenling Tty if it had participated

therein.

ceB—
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Iﬁ the cuse of any roeworking, p!ugging back or deeper drilling opeiation, the Consénting Partics shall
be peoicuitted {o use, fice of cost, all cacing, tubing and other equipment in the well, but the ownecship of all
such u{u ipment shall reinain upchanged and upon abandonment of a well after such reworking, plugging
back or deeper drxllmg, the Consentmg Parties shall account for all such equxpment to the owners thereof,

with each party tecexvmg its proportlonate part in kind or in value.

Within sixty (60) days aﬁex;the completion of any operation under this section,‘ the party conducting
the cperations for thé Con.senting: Parties' shall furnish each Non-Consenting Party with an inventory of
the equiprment in and conuected to the well, aad an itemiced stalement of the cost of drilling, deepening,
plugging back, testing, completing,:nd eQuippiﬂg the well for production; or.' at its option, the operating
party, in lieu of an itemized siater:nent of such costs of operation, may submit a detailed statement of monthly
billings. Each month thereafter, d:n-ing the time fhe Counsenting Parties are being reimbursed as provided
above, the Cuuseating Parties s‘mll furrush the Non-Consenting Parlies with an iiemized statement of all
vco=ts and Habilities incurred in the operation of the well, together with a statement of the quantxty of oil
" and gas produced from it and the,__amount of proceeds realized from the sale of the well’'s working interest
production during the preceding "r.nonth. Any amount realized from the sale or other disposition of equip-
ment newly acquired in connec!ior? with any such operation which would have been owned by a Non-Con-
senling Party had it participaled tgx_erein shall be c.edited against the total unreturned costs of the work done
. and of the equinment purchased, in éetennining when the irterest of such Non- Con:;enting Partly shall revert

to it as above prcnded if there is a credit balance it shall be paid to such Non-Consenting Party.

If and when the Conse.ntinﬁ Parties recover from a Nun-Consenting Parly’s relinquished interest the
amounts provided fur zbLove, the relinquished interests of such Non-Consenting Party shall automatically
revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such
well, the operating rights and wo}king interest therein, the msterial and equipmenf in or pertaining thereto,
and the production therefrom as such Non-Cor nsenting Party would have owned had it participated in the
drilling, reworking, deepening or plugging back of szid well. Theresfter, such Non-Consenting Party shall be )
charged with and shall pay its proportionate part of the further costs of the operation of said well in accord-

ance with the terms of this agrcement and the accounting procedure scticdule, Exhibit “C”, attached hereto.

Notwithstanding the provisi?ns of this Section 12, it is agreed that without the mutual consent of all
parties, no wells shall be completed in or preduced from a source of supply from which a well located else-
where on the Unit Area is producing, unless such well conforms to the then-existing well spacing pattern

for such source of supply.

The provisions of this sectio;x shall have no application vx;hatsoeirer to the drilling of the initial test
well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initial test well
after it has been drilied to the depth specified in Scction 7, if it is, or thereafter shall prove to be, a dry
hole or non-cominercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro- '
posed to Le drilled, reworked, deepened or plugged back, upon the Unit Area subsequent to the drilling of
the initial test well. S

13. RIGHT TO TAKE PRODUCTION IN KIND

Fach party shall take in kind or separately dispose of ils proportionate share of all oil and gas pro-
duce:i fxorn the Unit Area, exclusive of production which may be used in Qevelopment and producing oper-
ations and in preparing and trealing oil for marketing purposes and production unavoidably lost. Each party .
shall pay or deliver, or cause to be paid or delivered, all royalties, overiiding royalties, or other payments
due on jls share of such production, and shall hold the other parties free from any liubility therefor. Any
extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate

share of the production shall be borne by such party.

Each party shall exccute all division urders and centracts of sale pertaining to its inlerest in produc-
tion from the Unit Area, and shall be entitled to receive payment direct from the puichaser or purchasers

the cof for its chare of all production.
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In the event = ay perty sball fail to wake the arrengements neceszary o’ take in kind or FScparatcly
di.puse of s propurilonate share of the of! oud gas produced from the Unit Arca, Operator shall Lave the
right, =ulject to v~~-.,ation at will by the gorty owrning it, but not the 6‘011;;.311:;0, fo puschase such oil and
gas or sell it to nthers for the tinie being, at not less than the market price pievailing in the area, which
shall in po event be less than the price whick Operator receives for its portion of the oil and gas produced
from the Unit Area. Any such purchase or sale by' Operator shall be subject anay's to the right of the
owner of the production to exercise at any time its right to take in kind, or scparotely aispose of, its share of
aH oil and gas rot ywelonsly delivered to a puickhaser. Netwithstanding the foregoing, Operator shall not
into inlorstate couimerce of any other party’s share of gos production without ﬁr":t giving such

other party sixty (60) days notice of such intended sale. Any contract made by Operator specifi-
cally for tho sale of non—fa-dng party's share of Unit production shall not-
be for a term Yonger than is ccumcnsurate with the minfimum needs of the

industry under the c-r:umqg ‘é€¥%33¥8,§mﬂlixéx no event be for a term exceed-
ing one year. o

rmake a sale

Each paviy shall have access to the Unit Area at all reasgnable fimes, at its sole risk, to inspect or
observe operations, and shall have access at reasonable times to information pertaining to the development
or operation tiereof, iucluding Cperator’s bnoks and records relating thereto. Cyerator shall, upon request,
furnish each of the other partics with copins of all drilling reports, well logs, tank tables, daily gauge and
run tickets and 1eports of etk on hand at thc first of each rmonth, and shall rmake avallable samples of any

o

cores or cutlings talen from any well drilled on the Unit Area. o T

15 TRILTVING CONTRACTS

All wells 2rilled on the Unit Ar‘* <0zl be dr‘! ed on a competitive contfdrt basis at the ucual rates
prevailing in the zcpa. Opzrator, if it so dezires, nay amgloy its ovfrf 10808 »té guipinent in the drilling
of wells, bul its charges therefor <hall not ~xceed the prevailing rales in the field, and the rate of such
charges shall be ag. #d vpon by the pariies in writing before drilling cporations ace comisenced, and such
work shall be pe-%erined by Operatur under the saime terms and conditions as shall be customary and usual

in the field In contiBets of Indeperdent meﬂ"t\. s who are duing work of a similar nature,

1€. ANDONMENT OF WELLS

No well, ¢ihizr than any well which kas Leen drilled or 1cwoiked pursuant to Section 12 hereof for
which the Consonting Parties have not Yeen fully reimblursed as therein pmvided whi‘ch has been com-
pleted as a producer shall be plugged and a andoned without the consent of all parties; provided, however,
wf}aﬁplr}txésdoq%??vrea@ to%re a% Cfﬁjﬂ xsr\t of ag)cl, {v%ﬁ eth.?sg \V'Ph?z?gdicc;ncronnexﬂ.ie its operation shall tender

to each of the other pariies its proportionate share of the value of the well's szlvable material and equip-
ment, deterinined in accordance wi'h the provisions of Exhibit “C”, less the estimated cost of salvaging and
the estimated cost of pluzzing and a tandoning. Fach absndoning party shall then assign to the non-
alandoring parties, without wariunty, express or implied, as to title or as to quantity, guality, or fitness for use
of the equigment and material, all ef its interest in the well and its equipment, together with its interest in
the leaschold eslate as to, but only as to, the interval or intervals of the formation or formétio'ns then open
to preduction. The zssignments so limited shall encompass the “drilling unit” upon which the well is located.
The :va;,';nents by, and the assigamments to, the assignees shall be in a ratio based upon the relationship of
their respective pe.ocentages of parlicipation in the Unit Area to the agpregate of the percentages of partici-
pation in the Urit Arez of all assiguees. There shall he no ¢ ’;d,--\tmz nt of intcicst in the remainiug portion

of the Unit Area.

After the as<’gnment, the gnors shall have no further iesponsibili‘y, lizbility, or inlecest in the
operation of or siwd:otion from the well in the intervalor intervals then open. Upon request of the assignees,
Opcrator shall centinue {o operate the assigned well for the account of the mon-ahandoaing parties at the
rates and charges conterplated by this agreersent, plus any additional cost and charges which may arise as

the resull of the sip:ralo ownership of the assignod well,

—_—



e reGueioed woder e tcims of any lewse shall be

soid by the paty «ho Yu i sulleeted such Yiase o this adreoment, at s ¢wn

expense. Trocl of each payment
shall be given to Opcrator at least ten (10) days prior to the rental or shut-in well payment date. Operator
ckall fuinish similar peoof to all other parties concerning payments it rarXes in connection with its leases. Any

pacty may request, and shall be ertitled to vereive, pioper ovideace of al) sach payments. If, through mistake

"1

or aversight, any dulay 1eatal or shet-in well payment is not paid or is crroneonsly poid, and as a result a lease

or interest therein terrmbvates, thieie -.:.:1! be no rnonetary et

the party vho failed to make such
payment. Unless the party who failed to pay a 1ental or shut -in well payment secures a new lease covering the

seme interest th.,,.. ~inetly {80} days f-om the discovery of the failure 1o make pruper payment, the interests

of tlie parties shall be reviicd on =i aoreage Lasis ciiective as of the date of teimisation of the lease involved,
and the paity who (21123 *a rnake pioper payment =il no longer bz eve20d with an intciest in the Unit Area
or sceount of the ¢ .uc—~hip of the luase which hus fermiuated. Tn he event 1;,5 parly. who failed {o pay the

rental or the shul-in wall payrnent shall not have been fully reimbu-sed, at the time of the Joss, fram the pro-

cecds of the sale of ol and gas attrihiotable ta the Jost interest, caleulnted o an ac reagn hasis, for the develop-
ment and o,-rating costs theootofore pe'd on aciount of weoh interest, it <Lall be rcim'tr=.:15cd for uniecovered
actual cosls theietalore r2id by it {but not for s shace of the wost of auy Jy hole et luusly drilled or wells

previensly shend s notesseay 36 ~ffeot 1ol sbursement:

v

t'. . ctofore acerned 2o the credit of the 105& interest, on

an acreage basis, up to the anwunt of unrecovared costs;
(2) pivcerds, toss aperating capenses theresfer Invused 2t ™ulstle to the lost Inferest on sn acrcage

basis, of that portion of oil and gas thereafter produced and mavketed {excluding procuction from any

wells the caltor 20illed) which waould, in the ab--ace of s

atfributable to the

Ve zrmoant of unieccovered casts, the prooeeds of said portion of

lost irtevest un an

the oil and gas to be contillulzd by the olter parlies in propurtinn to i

¢ interests; and
(3) any moueys, up ic the smount of nrrecova ed costs, *hal may B 1aid by any parly who is, or becomes,
the cwaer of the irferest lust, for the privilege of parliciiuting in the Unit Avea or becy: .ing a party to

this contract.

18. SALE BY OPERATOR

Should a sale be made by Cperatur of its xighls and interests, the ofher parties shall have the right

within sixty (60} days alic the dzte of suck <ale, by mzjority vole in intesest, to select a new Operator. If

a new Operator is not so sclecled, the transfeice of the prosent Opersater <hall essvime the duties of and act as
Operator. In ei*lir rase, the retiring Operator shall continue to serve us Gperator, and discharge its duties
in that capucity under this agiecment, until its suec-ssor Operator is selected and begins to function, but the

'

sesent Gperatur shall not be obligaled to cuntiaue the porfornmance of ifs dities for more than 120 days after

the sple of ifs vighis Lod inteiests Fas been completed,

—f—
.
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19, MAINPENANRCE OF UNa T QWHRERSHIP

For the puizose of maintaizing unifin,.nily of gwnoiship in the ot and gas leaschold interests covered by
thic ¢ontract, and notvwithi<lunding any ofler pigvivizns to the vontracy, no parly shall sell, eancumber, transfer

or make oller disposition of its jnterest in the leases emtraced within the Unit Arca and in wells, equipment

- und preduction unless such disposition covers either:

(1) the enlite inlerest of the party in aVl leases and vquip-aent and production; or

(2) an egnal undivided interest in all 15’4‘.&5 and equijaicat d"d production in the Unit Area.

Fivery such s:ale, e—m:umbranc_e, transfer et oilhier disposition v .de by any parly shall be made expressly
subject to this agreement, and‘ shall be made without prejudice to the rights of the other parties.

If at any tirae the interest of-any party is divided among an owrnied by four or inore co-owners, Opera;
tor may, at Ity discrstion, require such co-owners fo zppeint a single tristee or agent with full authority to re-
ceive notices, appiove mpenditurg}s, receive billings for and approve aod pay such party'’s _share of the joint
expenses, and to deal generally with, and with power {0 bind, the co-owners of such party’s interests within
the scope of the operations embraced in this contract; however, all such co-owners shall enter into and execute
all contiacts or agreemerts for the dispusition of & ielr Tespective shares of the ¢il and gas produced from the
Unit Acea end they shall have the right to recelve, scparalely, payment of the sale procceds thereof.

SRR 2. 20, KFSIGNATION COF OPERATOR

Operator may vesign from -its dities and obligations as Cperstor at any time upon written notice of not

less than ninely 00) Says given to ali other parties. In this eas2, all purtizs to this contract shall select by
ew Operalor who shall ascuine the responsibilities and duties, and

have the rights, p:escri‘ned for Opeffator by this agrecinent. The retiring Cperator shall deliver to its successor

all records and infoomation necessary to the diccha, ge by ths wew O tator of its duties and obligations.

21. LIABILIiY OF PARTIES

The liabilily of the parties shall be several, not joint or collective. Fach party shall be respensible
only for ite nhligatiohs, and shall! be Liable only for iis pioportivnate share of the costs of develeping and
operaling the Unit Area. Accordingly, the lien goanted by +ack party to Operator in Seclion 9 is given to se-
cure only the debts of each severally. It is not the irtention of the parties to create, nor shall this agreement

be ccustrued as crcaling, a mining or other parine:sship or = -socization, or to render {hem liable as partners.

: JOINT LOSS
22, RENFWAL QR £ X 1':‘2.\ SION CF LEASES
the loss of which would be a joint loss under 7ct10n 2 hereof,
If any party secures a renewal of any oil and gas ease subJect to this contract,/each and all of the other
. ;_ xerci ?ed within 30 ? after receipt of such notice,
partics shall be nofified promptly, and shall have “xp rw i to participate in the ownership of the renewal lease
by paying to ilie purty who acquired it theic several puoper pioporlionate shares of the acquisition cost, which

sh=1l be in proportion to the interests hejd at that {ime Ly the parties in the Unit Area.

Jf some, but less than all, of the parties «lect te participate in the purchase of a renewal lease, it shall
be owned by thie parties who elect to participate therein, in a ratio based upon the relationship of their respee-
tive percentage of participation in the unit area to the aggregale of the percentages of participation in the unit
area of all parties paiticipating in the purchase of such renewal lease. Any renewal lease in which less than
all the parties elect to participate shall not be subject to this agieement.

- s without warranty
Fuch party wheo perticipales in the purchanse of a rencwal leswe shall be given an assignment/fof its pro-

portionate inte est therein by the acquiring party.

The pruvizions of this section shall apply to renewal Jeases whether they are for the entire interest
cevered by the expiring lease or cover only @ portion of its area or an interest therein. Any?rene\(\"al lease
token befure the expiration of its predecessor lease, or taken or contracted for within six (6) months after
the expiration of the cxisting Jease shall be subject to this provision; but any Jease taken or contracted for
move than six (6) months after the expiration of an existing Yease shall not be deemed q?renewal lease and
shall not Lo subject to the provizions of this section.

-

The provisions In this scotion shall epply also and in like manner to extensions of oil and gas leases.

Y Y



o o~ - . (..\)
\ Y

. .
v e .

L) 0 - 3 ROLT MA-TINCO, : -t

Pl 810 105 t. OhLAMOMA .

73, SURKENDFR OF LEASES

The Yeases vovered by this agrecment, in so fur as they sinbrace ecrcage in the Unit Area, shall not be
o ] - ¥ 1 »

suindeted in whele or in part ualess all parlies consent,

However, should any party desire to surrcnder its interest in any lesse or in any portion thereof, and
other rarties not agrce or con<ent, the party desiviag to surrender shall a~cign, without express or implied
v.aivanly of title, all of its inte.est in such lease, or por‘iivn thereof, «nd any well, material and equipment
whick may be located thereon and any rights in produclion therzafier secuied, to the parties not desiring to
suiiender it. Upon such assigument, the assigning party shall be relicved fiom all obligztions thereafter ac-
cruing, but not theretofore accrued, with respect to ‘the acreage assigned and the operation of any well there-
on, znd the assigning party shall have ne further interest in the lease assigned and its equip:ent and production.
The parties sssigree shall pay to the rparty assignor the reasonable salvage value of the Yatter's inferest in any
wells and equipment on the assigncd acreage, dete:mined In wicordance with the provisions of Exhibit “C”,
Yess the estimated cost of salvaging and the estimated cost of plugging 2.2 2bandoning. If the assignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions

that the interest.of each bears to the interest of all parties assignee.

Any assignment or svrrernder mude under this provisien shall not reduce or ¢hunge the assignors’ or sur-
rendacing parties’ interest, as it was iimnediately bofore the assignraong, in the balance of the Unit Area; and
the acreage assigaed or surrendeved, and subsequent operatiuns thereon, shall wot thervafter be subject to the

ter:s and provisions of this agreement.

24. ACLFAGE OR CASH CONGuBUTIONS

If any party receives while this agreement is in force a contribution of cash toward the drilling of a
well or any other operation on the Unit Area, such contribution shall Le paid to the parly who conducied the.

drilling or other operation and shal! be applied by it against the cost of such Qilling or other operation. dlf
i ender
the contiibution be in the form of =vieage, the parly to whorn the conliibrtion is made shall promptlycxacute

an assignrent of the acreage, without waiianly of title, to all partics fo this agreement in propoition to their
. if such tender is accepted by all parties .
intcrests in the Unit Area at that time, znd/such acresge shal® becoine a part of the Unit Area and be governed

by all the provisions of this contract. Each party shall promptly notify all other parties of all acreage or

nioney contributions it may obtain in support of any well or any cther operation on the Unit Area.NOtbin.g

shall apply to an acreage contribution for Initial Test Well.

25. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of
1954, 1o Le excluded from the zpplication of all of the provisicns of Subchapter K of Chapter 1 of Subtitle A of
the Internal Revenue Code of 1854, Jf the inecoiae tax laws of the f.ta_te or s*ates in which the property covered
hereby is Jocated contain, or may hereafter contain, provisicns similar to these conlained in the Subchapler of
the Inleinal Revenue Code of 1954 z2bove refeired to under which 2 similar election 1s permitied, each of the
parties agrees that such election shall be exercised. Each party authorizes and directs the Operator to execute
such an election or elections on its behalf and to file the clection with the proper goveinmental office or

agency. If requested by the Operator so to do, each party agrees to execute and join in such an election.

Operator shall render for ad valurem taxation all property subject to this agreement which by law

A
should be returned for such taxes, and it shall pay all such taxes a=<: ried theicon Lefore they become delin-
quent. Operator shall bill all other parties for their propoitionate share of all tax payments in the manner

provided in Exhibit “C”.

If any tax asssessment is considered unreasonable by Operator, it may at its diverction protest such valua-
tion within the time and manner prescribed by law, and piocecute the protest to a final determination, unless
all purties agree to abandon the protest prior {o final detesmination. When auy such protested valuation shall
have been finally deterinined, Operator shall pay the assessmont for the joint aocinumt, together with interest and
penalty accrued, and the total cost shall then be assessed against the pasties, and be $@id by them, as provided
in Exhibit “C".

—10—
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Z8. INSURANCE

Al all time: 1 Lile cperalions are cunducted hereunder, Opevator shall comply with the Worlunen's
Co:npensution Taw of the Slale where the operations are Lil:g vonducted., Operator shall alse earry or pro-
vide frew ance for the' bLunefit of the joint account of {lie purtics as may be ouilined in Fahibit “D™ attached
{o and made a parl Lereof, Opoiator shall require &l coulractors engaged in work on ur for the Unit Area
to comply with th: Workmen'’s Coiapensation Law of the Stale where the ogeratives are 'L:eing conductied and
to isainlzin such other insuiance as Operator may reguire,

Tn the evenl Aulurnobile Tublic Liability Insurauce is specified in said Exhibit “D”, or suisequently re-
ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in-

surance for opera‘or’s fully owned aufomotive equipment.

27. CLAIMS AND LAWSUITS

If any pari_{ to this contract is sued on an alleged cavse of action arising out of operatiyns on the Unit
Area, or on an allcged vause of action involving title to any leuse or oil and gas intercst stbjected to this con-
tract, it shall give prompt eritten nolice of the suit to the Operator and all other parties. .'

The difznse of lawsuils shall be under the general direction of a commxttee of lawyers representing the
parties, with Opeiator’s atfoiney as Chaicman. Suits may be scttled during Iitigztion only with the joint con-
sent of all parties. INo charze shall be made for services performed by the staff atlorneys for any of the
parties, but otheraise all e.porzes incurred in the Jzfor.e of suils, togethier with the amount pznd lo discharge
any final judgrent, shall be «t.:zidered costs of operation w::d shall be chu:ged o and paid by all parties in
proporlion to their then inteiests in the Unit Area. Atisineys, other than staff at lurneys for the parties, shall
be eniployed in lawsuils involving Unit Area operstions ors'ly with the consent of 21l parties; if oulside counsel
is employed, their fees and expenses shall be considered Unit Area expense and sha]l be paid by Cperalor and
charged to all of the partics in wroportion to their then inlirests in the Unit Area. The icvisions of this

pairagraph <ball not be cpplizd in any Instance where the less which may result from the suil ix iveated as an

]

individaal less rather than a joint oss under prior proviziuns of this agree.micnt, and all such suils shall be

*
Landled by and be the sole responsibilily of the parly or partiss concerned.

k]

Damage ¢lalols cansed by and arising out of speralions on the Unit Avea, cor

cled for the jouint ac-
count of all partizs, shall be handied by Operator and its at!i. aeys, the settlevent of clzlms of this kind shall
be within the d!scretvon of Operator so long as the amount paid in settlement of any one claim does not exceed
one thousand ($.000.00) dollars and, if settled, the sums puid in settlement shall be charged as expense

and be paid by all partics in proportion to their then interests in the Unit Area.

28. FORCE MAJEURE

If any party is rendeved unable, wholly or in pari, by force mnajeure t¢ cariy out its obligations under
this agreement, other than the obligation to meke mmoney pzyments, that puarty shall give {o all other parties
prompt writlen notice of the {uice majeure with reascnably full paviiculars coucerning it; thereupon, the
cbligations of the parly giving the notice, so far as they are affecied by the force raajeure, shall be suspended
during, but no Icnger than, the continuance of itlie furce majzure. The affzcfed party shall use all possible
diligence to remove the foice majeure as quickly as possible.

The requirement that any force majeure shall be remedied with all reasunable dispalch shall not require
the séttlement of sirikes, lockouts, or other labor difficulty by the party involved, contrary {o its wishes; how
all such difficultivs shall be hiandied shall Le entirely within the discretion of the party concerned.

The term “force majeure™ as here employed shall sacen an act of God, <trike, lockout, or other industrial
disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, siurm, flood, explusion, gov-
ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifically enum-

erated above or oiherwise, which is not reasvnably within the control of the parly claiming suspension.

29. NOTICES

All notices authoriced or 1agaived belween the parties, urd requived Ly any of thc provisions of this
agrevinent, shall, vinless olhier wise specifically p:ovided, be glven In wriling by mmd States mail or Western

Union Telogram, pestage or eharges pregaid, and addiessed to the party tc whom the notice is given at the
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addresses listed on Zahibit "A"™. The originating nctice to be glven under
any provislon hercof shall be docimed glven oaly when received by the '
party to vhem such notice Is dlrncted and the tise for such party to

glve any notice In respomse thereto shall ryun frcm the date the origin-
ating notice 1s received., The sacond or any tesponsive notice shall be
dcemed given when deposited jn the United States mail or with the Western
Union Telegraph Coupany, with poctage or charges prepaid. Fach party
shall have the right to change its address at any time, and from time to
time, by giving written notice thereof to all other parties.

30. TEST WELLS

30.1 On or before December 15, 1973, Cperator shall either take
over the drilling of a well commenced with cable tools on June 13, 1973,
in the SE/4 SW/4 of Seetion 20, Tewnship 20 South, Pange 28 East, N.M.P.M.,
or commence the actual drilling of another well at a lzwful location of
its selection in said 40-acre subdivision, and thereafter prosecute the
drilling of said well ("TInitial Test Well") with due diligence and in a
good and workmanlike nanner, to a depth suffictfent to adcquately test
the Yorrow series of the Pennsylvanian system (the "Objective Depth"),
estimated to be 11,600 feet below the surface. 1In the drilling of
the Initial Test Well and 31l other wells drilled under this agreement,
Operator shall wmake rezsomnable tests of all foruations encountered during
drilling which give indication of centafning o0il or gas in quantities
sufficient to test. '

30.2 1f, in the drilling of the Initial Test Well Cperator loses
the hole or encounters mechanical difficulties rendering it Impracticable
'4n the opinion of Cperator to drill the well to the Objective Depth,
then Operator shall have the option of commencing a "Substitute Test
Well™ at a lawful location of fts selection on the Unit Area, provided,
however, if the Initial Test Well has not been completed as a producer
of o0il or gas in paoyiang quantities prior to reaching Objective Depth,
the Substituyte Test Well chall bte located in the W/2 of sajid Section 20.
The Substitute Test Well shall actwvally be cowuenced within 30 days after
the completion- of the lost hole and drilled to the Objective Depth in the
same manner as provided for the Initial Test Well. '

30.3 V¥ithin 90 days after the completion of the Initial and, 1f
drilled, Sulstitute Test Well, as a dry hole, Operator shall have the
option of cc¢mmencing an "Optional Test Well"™ at a lawful location of
its selection in the Unit Area. The Optional Test Well shall be drilled
to the Objective Depth in the same manuner as provided for the Initial
Test Well.

30.4 On or before November 30, 1973, Operator shall ccamence the
actual drilling of the "Shallow Test Well” at a lawful location of its
selection on the NW/4 SW/4 of Section 29, Township 20 Scuth, Range 28
East, N.M.P.M., and thereafter prosecute the drilling of said well in
a good and workmanlike manner so that diligent drilling operations are
being conducted over the expiration of the 0il and gas lease on November
30, 1973, and so that such well will be drilled to a depth sufficient to
adequately test the Yates sand...

]

30.5 The Paying Parties, in the proportions set forth in Exhibit
“A" hereto, shall bear the entire cost, risk and expense of drilling
and completing or plugging and abandoning the Initial Test Well and
the Substitute Test Well provided for in 30.1 and 30.2 hereof. Operator
shall bear the entire cost, risk and expense of drilling and compietihg
or plugging and abandoning the Shallow Test Well provided for in 30.4
hereof. The Paying Parties, other than Operator, for a period of 15
days after receipt of the A.F.E. from Cperator, shall severally
have the opticns of not participating In the cest of drilling the
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any provisioniercof shall be deermed glven only when vecceived/ by the
party to wlom Jnch notice is direcied and the tfae for such fparty to
the origin-
Bl tice shall be
deemed given when depesiied In the Upited States oa or /with the Western
Unfon Teleyraph Copany, with postage or charges piepﬂif( Fach party
shall have the righi to change its address at any timip snd from time to

time, by glving wzitiin notice thercof to all otlier pirties,

give any noticexin resporse thereto shiall run froa the daty
ating notice is Yecefved, The second or any r :pansive uy
1

\ 30. TEST WELLS

30.1 On or before November 15, 1973, Operathbr shall either take
over the drilling of a well commenced with cablg tools on July 13, 1973,
in the SE/4 SW/& of Sectign 20, Township 20 Soyth, Rauge 28 East, N.M.P.M,,
or commence the actual drilling of another we}l at a lawful location of
its selecticn in said 40-acxe subdivision, afd thereafter prosecute the
drilling of said well ("Initial Test Well")‘@ith due diligence and in a
good and workmanlike manner, Yo a depth sgf?icient to adequately test
the Morrow series of the Pennsylvanian syétem (the "Objective Depth"),
estimated to be 11,600 feet befgw the su¥face. In the drilling of
the Initial Test Well and all otper we} s drilled under this agreement,
Operator shrs11 make rcasonable tests of all for.ativns enconntered during
drilling which give indication of “cowtaining 0il or gas in quantities
sufficient to test.

30.2 1f, in the drilling of "th
the hole or encounters mechanic;} dif
in the opinion of Cperator to drill the well to the ObLjective Depth,
then Operator shall bave the cgption of Loumencing a "Subhstitute Test
Well"™ at a lawful location of’its selectionm on the Unit Arca, provided,
however, if the Initial Test{ Well has not been <cupleted as a producer
of oil or gas im paying quantities prior fo reaching Objective Depth,
the Substitute Test Well shall be located }n the W/2 of said Section 20.
The Substitute Test Wel%ﬁshall actually be Coi.oenced within 30 days after
the completion of the 1ost hole and drilled to the Objective Depth in the
same manner as provided for the Initial Test Nell,

Initial Test Well Cperator loses
Fculties rendering it fmpracticable

30.3 Within 90 days after the comupletion {f the TInitial and, if
drilled, Substitute’Test Well, as a dry bole, Cperator shall have the
option of comwwencing an "Optional Test Well" at & lawful location of
its selection inwéhe Unit Area, The Optional Test Well shall be drilled
to the Objective Depth in the same manner as provided for the Initial
Test Well.

30.4 Opn or before ¥ovember 30, 1973, Operator shall cuauwence the
actual drilling of the "Shallow Test Well" at a lawfulilocation of its
selection én the NW/4 SW/4 of Section 29, Township 20 gﬁuth, Range 28
East, N.M.P.M., and thereafter prosecute the drilling of‘said well in
a good ahd workmanlike manner so that diligent drilling operations are
being conducted over the expiration of the o0il and gas leage on November
30, 1973, and so that %uch well will be drilled to a depth gufficient
to i}equately test the Yates sand. M

30.5 The Paying Parties, in the proportions zet forth in Exhibit
"A" hereto, shall bear the entire cost, risk and c.pense of drNlling
and completing or plugging and abandoning the Tnitial Test Well, the
Substitute Test Well and the Shallow Test Well provided for in 30.1,
30.2 and 30.4 hereof. The Paying Parties other than Operator, for a
period of 15 days aftier receipt of the AF.E. from Operator, shall several-
ly have the opticvns of not participating in the cust of drilling the

=12~



——

. 4 Y

LK <

- ~
»

Cptional Test Well piovided for 1in 20.3 hereof, Lut Faying Tarties elect-
fng uot to pgarticipate Iin such well shall be deemed to have farmed out

to Cperator thedfr Interest In the Upit Area upon the same lLasis as
Contributing Parties, ’

- 31. RIGATS E-7NED BY GYERATOR

31.1 In cousideration of the payment of the expen5e§ set forth
in 30.5 herenf, CGperator =hall s2arn (a) the entire pr:xsent interest
of Contributing Fartics in the lacgest proration unit assigned by the
New Mexico 01l Conservstion Commission (the "Proration Unit") to the
Initial, Substitute or Optional Test Well, whichever well is first
"completed as-a piolucing 01l or gas well, and (b) an undivided 1/2 of
the present Interest of Contributing Parties in the Unit Area outside
of the Proration Unit. Contributing Parties, in proportion to their .
respective interests in the Unit Area, cxcept and 1eserve from the
Preration Unit an overriding royalty, subject 1o proportionate reduction,
equal to 3/16ths of 8/8ths of all produvction. '

31.2 "Payout" is defined to be the date vun which the net income,
exclusive of production, conservation, severance and sales taxes attrib-
utable to Operator's interest in the Proration Unit shall equal Operator's
-share of all expenditures for drilling, coumpletiang, equipping and re-
working the well on the Froration Unit plus Cperator's share of all
costs of operating the well to produce such anmount. In determining
Payout, the overriding royalty reserved by Contributing Parties shall
be deducted before determining the net income attributable to Operator.
During Pazyout Operator shall furnish Contributing Farties with current
monthly statements sumuxrizing income and expenses piroperly chargeable
to Payout. Within 30 days after Payout has occurred,,Operator shall
~give Contributing Farties written notice of such fact and Contributing
Parties shall have 30 days after receipt of the notice of Payout within
which to severally elect to .convert their respective overriding royalties
into a working Interest equal to 1/2 of Contributing Parties' present
interest In the Froration Unit. The failure of a Contributing Party
to rmz2ke such written election within sald 30-day period shall be deemed
an election by that Cuntributing Party to continue 1its vverridiug royalty
into force. The election to convert the overriding royalty shall be
effective at 7:00 A.M. on the day next succeeding Payout.

31.3 GCperator, out of the Interest earned by it under this Section
31, shall pay to Mark D. Wilsomn and Robert E. Boling, in equal shares,
an overriding royalty, not subject to proportionate reduction, equal to
47 of 8/8ths (a) effective at 7:00 A.M. on the day next succeeding Payout
on the Proration Unit, and (b) effeciive on the Unit Area outside of the
Proration Unit on the date Operator shall earn its jaterest therein pur-
suant to 31.1 hereof.

31.4 In the event production of 01l or gas is not established
in the Initial, Substitute or Optional Test Well, then Operator shall
not earn any of Contributing Parties' interest in the Unit Area and
this agreement shall ipso facto terminate. Within 15 days after Operator
shall have szarned an interest in the Unit Area pursuant to Section 31.1
hereof, and upcn request of Operator, Contributing Tarties shall execute
and deliver the assignuent or assignments of operating rights confirming’
the o1l and gas operating rights earned by Operator. Except as herein
this 31.4 provided, this agreement shall not be construed as effecting
any cross—assignment or exchange of o0il and gas leasehold interests
or of oil and gas finterests in the parties hereof.

32. GAS STORAGE AGREEMENT
In the event aay of the parties hereto is not able to market its a

share of gas pursuant te Section 13 hereof, or has contracted to sell .
its share of gas produced from the Unit Area toc a purchaser which is

-13-
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uwirable at an& time while this cperatiag ﬁgrormenf 1s in e¢fféct to take
the share of gas attributsdle to the Iniferest of such parties, the gas
storage agrecnent attached herato, warked Exhibit "B" for identification,

shiall automatically becowe in force aud effect hetween all parties hereto.

33, CASING POINT ELECYTION

In spite of any provision to the countrary asppearing in Sectioms 1l
and 12 licreof, consecat to the drilling c¢f a well shall not be deemed as
corsent to the setting of casiug and a coxpletion atteapt, After any
well drilled poursuvent to this agrecrent has veachaed its authorized
depth, Operator sball give 1xzincdliate norice to Non-Operators. The
parties recelving sich rotice shall liave 48 hours (exclusive of Saturday
or Suanday) Jn which to elect whether or not they desire to set casing
and to participate in a completion attempt. Failure of a party re-
ceiving such notice so to r1eply within the period above fixed shall
constitute an election by that party not to participate in the cost of
a completion attempt. If all of the parties elect to plug a2and abandon
the well, Operator shall plug mnd abandon the same at the expense of
all of the parties. If omne or wore, but less than all, of the parties
elect to set pipe and to attempt a ceupletion, the provisions of Section
12 shall apply to the operations thereafter conducted by less than all
parties. The provisions of this Section 33 shall not be applicable to
a well drilled by Paying Partles purswant to Section 31 hereof.

-

34. nER
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QFTER CREATHED BURDENS

Notwithsitanding anything h=rein to the contrary, if any party hereto
shall, subsequent to the a2xecuvifon of this agreement, create an over-
riding royalty, production pa,.2nt or any other interest out of 1its
working interest (hereinafter called "Subsequently Crecated Interest"),
such Subsequently Crecated Interest shall be specifically made subject
to all of the terms and provisions of this agrcement. If the owner
from which such Subecguently Crerated Intercst is created (a) fails to
pay when due its share of costs and #xponses chargeable bhereunder and
its share of production sccruing haerewvnder is insuvfficient to cover
such costs and expenses, or (b) elects to atandon a well uander Section
16 Leieof, elects to surrender a leasc uader Section 23 hereof, elects
not to participate in any operation pursuant to Section 12 hereof, or
otherwise withdraws from this agre~ment, the party or parties entitled
to receive the working interest prodvction shall receive such pro- -
duction free and clear of zny Sudbsequently Created TInterest and the
Sutsequently Created Intetrest shall be chargeable with a prorata por-
tion of all costs and expenses hereunder in the same manner as if such
Subsequently Created Interest were a working interest, and Operator
shall have the right to enforce against said Sulsegquently Created Inter--
est a lien and all other rights granted in Section 9 hereof for the
purpose of collecting costs and expenses chargeable to the Subsequently
Created Interest.

35. DESIGNATION OF SUCCESSOR OFPERATOR

Operator may resign from its duties and obligations as Operator at
"any time upon written notice of not less than 90 days given to all
other parties. Operator shall be subject to removal by an affirmative
vote for such removal of the wajority according to interest of the
cwners of the working interest inm the Unit Area; provided that, should
one party to this agreement then own more than a majority of the work-
ing interest within the Unit Area, a concurring vote of one additional
party shall be mecessary to reamove Cperator. Such removal shall be
effective upon giving 90 days' written notice thereof to Operator,
executed by such wmajority of parties hereto so voting for removal, and
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upon the acceptance in writing of the successor Operxator of the duties
and rcsponsibilitics as Operator.

In the event of either sale of its interest, resignation or removal
of Operator, all parties to this contract shall select, by majority
vote in interest, a new Operator who <hall assume the responsibilities
and duties and have the rights prescribed for Operator by this agiecment;
provided that, should one party to this agreement then own more than a
majority of the wourking intcerest within the Unit Area, a concurring
-vote of one additional party shall be necessary for selection of a
new Operator. The retiring Operator shall deliver to its successor
all records and information necessary to the discharge by the new
Operator of 1its duties and obligations.

The resignation or rcmoval of Operator under this agreement shall
not terminate its rights, title or interest as the owuer of a working
Interest under this agreement, but upon the resignation or removal of
Operator become effective and the designation of a successor Operator,
such Operator shall deliver possession of all equipment, material and
appurtenances used in conducting the Unit Operations and owned by the
working interest owners to the newly designated successor Operator
or to the owners thereof if no such ncw Operator is selected, to be
used for the purpose of conducting Unit operations hereunder. WNothing
herein shall ‘be construed as authorizing removal of any material,
equipment or appurtenances nceded for the preservation of any wells.

36. PARTITION
All of the parties hereby walive, during the effective term of this
agreement, the benefit of any and all laws of the State of New Mexico
* relating to partition of real and personal property subject to this
agreement, and do hereby covenant duriug the existence of this agree-
ment not to resort to any action to partitiom the real or personal
property subject hereto.

37. BINDING EFFECT

The terms and provisions of this agreement shall be construed as
covenants running with the land, and as such shall be binding upon and
inure to the benefit of the parties hereto, their heirs, successors
and assigns, ’ '

THIS AGREEMENT may be executed in counterpart, as of the day and
year._. first- hereinabove written.

P *‘\.\L"l'[:'l.
- Leeese, by . .
ATTEST:. i , YATES PETROLEUM CORPORATION
o ,: R .\ ..(: g A
-_' _".., <
2wy A N Gl
sEﬂn% Secretary Presidext
).:‘-,‘...,o ‘,\\ ’f:
-
", ”0’11{>71}> “Operator"

i\“\“ oy e
-~ -



/\"f‘T EST:

Assistant Secretary

ATTEST:

Secretary

ATTEST:

“"Assistant Secretary

o~

SUN OIL COMPANY (DELAWARE)

. By:

Agent ;qﬁAAtLorney in-Tact

MESA PFTROL.EUM COMPANY

—_———— - cm— . —e et

V1ce Pre31dent

MOBIL OIL CORPORATION

By:

Atto;ney in-Fact

Edward R. Hudqon, Jr., 1nd1v1dually
and as Attorney~in-Fact for William
A. Hudson IT and Betty C. Hudson,
his wife, and Mary Hudson Ard and
Julian Ard, her husband

Ann F. Hudson, wife of Edward R.
Budson, Jr.

PENNZOIL COMPANY

By:

Agent ‘and AtLorney ~in-Fact

NORTH AMERICA RGYALTIES, INC.

By: I

Executive V1ce President

HORDO OIL & GAS COMPANY

By:

Vice President

MARTIN, WLLLIAMS & JUDSON, a
partnership

///J,,é‘/\_..7+ M 5

Paginger William H,_/Martin
By: %‘Q/f o~
“R. ¥en Williams

B§= Tt S » 2

Fdward ‘H. Judson

16—



SUN OIL C2HPANY (DELAWARE)
Agent and Kft&&ﬂgggin¥ﬁact
ATTRST: : » ~ MESA PETROLFEUM COMPANY

Assistant Secretary

Vice Presid;nt

MOBIL OTIL CORPORATION

Attoracy-in-~Fact

Fdward R. Wudson, Jr., individually
* and as Attorney-in-Fact for William
A. Hudson II and Betty C. Hudson,
his wife, and Mary Hudscon Ard and
Julian Ard, her husbangd )
Ann F. Hudson, wife of Edward R.
Hudson, Jr.
PENNZOIL COMPANY
. BY:_E\_{% t“_i ] //'!.—::/_-'
Agent and Atto in-Fact
ATTEST: NORTH AMERICA ROYALTIES, INC.
e e e By: _ e
Secretary Executive Vice President
ATTEST: . : HONDO OIL & GAS COMPANY
S By: . ___
Assistant Secretary Vice President
MARTIN, WILLIAMS & JUDSON, a
partnership
By: _
Partner

~16-
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ATTEST:

Assistant Secretary

Sy '”Qecretary

ATTEST:

ARSIStant Secretary

&

SUN OIYL COMPANY (DFELAWARE)

‘By:.

em—e - e e e

Agrnt and Attorncy in-Fact

MESA PETROLEUM COMPANY

Vlce Pr951dent

MOBIL OIL CORPORATION

U A i e e .

Attorpney~in-Fact

Edward R. hudson, Jr., indi;;Eually
and as Attorney-in-Fact for William
A. Hudson II and Betty C. Hudson,
his wife, and Mary Hudson Ard and
Julian Ard, her husband

Ann F. HUdbOH, w1fe of Edward R.
Hudson, Jr.

PENNZOIL COMPANY

By:

Agent and Attorney in- Fact

NORTH AMERICA ROYALTIES, INC.

BY‘.;::CQ‘%?ﬁ&a;;,ﬁm,“_w y— o
EXEFEfgﬁﬁ Vice Pre ent of AJ{
4 Explof{dtion
HONDO OIL & GAS COMPANY

By:

Vice President ' =

MARTIN, WILLIAMS & JUDSON, a
partnership

By:

Partner



SUN OIL COMPANY (DLELAWARE)

By:_ _ . B
Agent and Attorncy- in-Fact
ATTEST: - ' ' ~ MESA PETROLEUM COMPANY
- e By: = _ _. o e
Assistant Secretary ' Vice Tresident

MOBIL OIL CORPORATION

—— e — - - e ————

Atturngy in- Fact

7, ‘—if-f‘_’n_f—Q

Fdward R. Wudson, Jr., individually
and as Atto;ney—in -Fact for William
A. Budson II and Betty C. Hudson,
his wife, and Mary Hudson Ard and
Julian Ard, her husband

Ann F Hudboﬁ w:fe of rdward R.
Hudson, Jr.

PENNZOIL COMPANY

By:

Avent and Atturney in- Fact

'ATTEST:. A NORTH AMERICA ROYALTIES, INC.

L By: o L o
) Secretary : ’ Execuvtive Vlce PchJdent
ATTEST: . ' HONDO OTIL & GAS COMPANY
- e By: . e
. A531stant Secretary Vzce Prpeident -

MARTIN, WILLTAMS & JUDSON, a
partnership

——

By:

Partner



)
-
a’\
S

ALPEST:

Assistant Secretary

ATTEST:

Secretary

ATTEST:

Aqsistant Sccretary

SUN OTL CONMTANY (DELAVWARE)

By: _ ———
Aant and Artorncy in-Fact

MESA TETROLEUM COMPANY

By:

Vlce Prpbtdent

MOBIL OIL CORPORATION

)

Attorney-—i

Edward R. Hudson, Jr., individually
and as Attorney-in-Fact for William
A. Hudson 1I and Betty C. Hudson,
his wife, and Mary Hudson Ard and
Julian Ard, her husband

Ann F. Hudson, wife of Edward R.
Hudson, Jr.

PENNZOIL COMPANY

By:

Agent ‘and | Att01ne) in-Fact

NORTH AMERICA ROYALTIES, INC.

By:

rxecutlve Vice President

vV CHDO OIL & GAS COMPANY

By:

V1ce Pre51dent

MARTIN, WILLIAMS & JUDSON, a
partership '

By:

Partner




\

- "I
wOLE

DRV YA

ATIESHRS 7 :€L0o%

i Y r ‘. - .‘.o E

IE - o1t v }_—EJ .:. -E

LD A ;&l =
L T CE el

Awgiqt ntpgeqretary
D 2 {5 o

SO

ATTEST:

Secre ary

ATTEST:

Assistant Secretary

SUN OTL COMPANY (DELAWARE)

By:

Agent and Attorney-ln”%ZEt

MESA PETROLEUM CO==ma

Vice President

MOBIL OIL CORPORATION

By:

Attorney—in—Fact

Edward R. Budson, Jr., individually
and as Attorney-in-Fact for William

A. Hudson II and Betty C. Hudson,

his wife, and Mary Hudson Ard and
Julian Ard, her husband

Ann F. hudsoh;‘;lfe_;fnfggerzmi—
Hudson, Jr.

PENNZOIL COMPANY

By:

Agent ‘and Attorney -in-Fact

NORTH AMERICA ROYALTIES, INC.

By:

Executlve Vice Pre51dent

HONDO OIL & GAS COMPANY

By:

MARTIN, WILLIAMS & JUDSON
partnership

By

~16-

Vice Pre51dent
[

a

Partner

P |
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ATTEST:

Assistant Secretary

ATTEST:

Secretary

ATTEST:

Riceda

."' »"Qﬂiil‘-_-. o
I;,'\".'\ #M‘%&u

Sty Aseifrant Secretary
FoT U |
:\-':- [ "_ -

s -} & “Wt
- leve "”_‘: = -
%_“1: e 3 oy T
- L% [ ¥ A

PR e R
v, WY S 0F
Y/ (24 ®e - ‘) -~

7, o % ...- - -

/) AN R

~ By:

SUN OTL CCMPARY (DFLAWARE)

By: .

Xgént and Attorney-in-~Fact

MECA PUTROLEIY COMPANY

By: = _
’ Vice President

MORIL OIL CORPORATION

By:

Attorney-in-Fact

Edward R. Hudson, Jr., individually
and as Attoruey-in-Fact for William
A. Hudson II and Betty C. Hudson,
his wife, and Mary Hudson Ard and
Julian Ard, her husband

— fem e e e cmin e me e e e L = ——

Ann f; Hudson, wife of Fdward R.

Hudson, Jr.

PENNZOIL COMPANY

Agenf and Attorhey—ih;Fact

NORTH AMERICA ROYALTIES, INC.

By:

Executive Vice President

HONDO OIL & GAS COMPANY

Vice Prd¥sident

MARTIN, WILLIAMS & JUDSON, a
partnership

By:

Partner

Signature page to be attached to Operating Agreement dated November 1, 1973,

Stonewall Unit, Eddy County, New Mexico.

16 -
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ATTEST:

Assistant :ecretary

.®

"ATTEST:

Secretary

ATTEST:

Assistant Secretary.-

NCRTH AMERICA ROYALTIES

B
o
¢

Jat and Attolnpy in- Fact 77b‘
4 R A’é""’

MESA PEYROLEUM COMPANY

Vice President L

MOBIL OTL CORPORATION

By: - _ _ __ e e

Atto1ney in- Fact

Edward R. Hudson, Jr., ind1v1dua11y
and as Attorney-in-Fact for William
A. Budson II and Betty C. Hudson,
his wife, and Mary liudson Ard and
Julian Ard, her husband ISR

Ann F Hudbon, wife of Fdward R
Hudson, Jr. ' s

PENNZOTL CUOMPANY _

By:

Agent and Attorney—1n Fact

INC.

By:

?Aecutlve V1ce rrPsident

.HONDO OIL & GAS COMPANY

By: __ . —

Vice President

MARTIN, WILLIAMS & JUDSON, a .
partnership '

By:

Fartner

“16- . S
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*'SIATE'Or'uEw MExxcojf)

} COUNTY f

Cof - ~ "7 1973, by S. P. YATES, President of YATES PETROLEUM -
jf_CORPORATIQN a New Vexico corporation, on behalf of said corporation.xi

."My comﬁissionﬁeroires:

-

Rosalind Redfern

ATTEST:. . . < . .. CLAREMONT CORPORATION

: P By: __
Secretary = . . : ~ President
ATTEST:. - . FLAG-REDFERN OIL COMPANY _ -
e em S  By:_
Assistant Secretary = 7.+ President

_ John J. Redferm, Jr. -

. "Non-Operators"

T : Tss.'.
Q_OF, EDDY )

The foreg01ng 1nstrument was acknowledged before me this ‘tffvdey;

kW

Sl

A A ' - hotary Public

—— ———

STATE OF TEXAS

8S.

& L.

~ e N

COUNTY OF‘DALLASfj

-‘,1 T e foregoing instrument was acknowledged before me - this>5éézéhay”
.of .

. 1973, by JOHN W. STOREY . ; R
Agent and Attorney in-Fact for SUN OIL COMPANY (DELAWARE), a Delaware

"' corporation, onmn behalf of said corporatlon.

COUNTY OF POTTER

AR

commission explres.v' h/éi;ﬂg:xz/c:;<i;%}~ 12:5£1 /

/ /79&? R . Notary Public

STATE OF TEXAs,~JVA y
T 8S8.
) .

_ The foregoing 1nstrument was acknowledged before me th1s o day‘
of P o , 1973, by ‘ e
Vice President of. MESA PETROLEUM COMPANY ~a Delaware corporatron, on

g.behalf of said corporation._'

'My commission expires:

: Notary Public

il



CLAREMONT COEPORATION

ALTEST:
e e By:
: ‘ﬂfuxetary President
\ﬁfgaﬁ Ca ]
.%%;Qbffft- FLAG-REDFERN OIL COMPANY
S VS - )
3 ~TDATY
o WK h S
O A,
Enl L_Z \L(:‘-';'z‘,). LT e . . e o éf‘ 7’ L/?
‘E?Kﬁﬁ{%ézgf'gscrptary Preéddent
o TN o)
; /7 7»/
L Mjim o dfohy s S<wb St fer)
Kosalind Redfer J. Roqgérn, Jr.
// , "Non-Operators"
STATE OF NEW MEX1CO )
: ss.

COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this = day
of ___» 1973, by S. P. YATES, President of YATES PETYROLEUM
CORPORATION, a New Me-xico cuipovration, on behalf of said corporation.

My ccamissior. expires: o
Notdry Public

-

STATE OF TEXAS
ss.

) re

COUNTY OF DALLAS
The foregoing instrument was acknowledged before me this _ day

of s Y973, by o , o
Agent and Af-orﬂcy—ln ‘Fact for SUN OIL CONPANY (DEL: WARE), 2 Delaware

corporation, on kechalf of said corporation.

My cG}zimiSH.ihrL expires: e
NoLary Publlc

STATE OF TEXAS
: ’ ss.

N’ e N

COUNTY OF POTTER

The foregoing justrument was ackncwledged before me this day
of o s 1973, by o s
a Delaware corporat]on, on

Vice President of MESA PETROLEUM COMPANY,

behalf of sajid coirporation.

My commnission expires: L
' . Dl‘l\"‘l‘

an,xr\r



W “uuﬂlll““' o,
i \\{ LC["‘O
REMONT CGRPORATION

CLA
S SEE gk e Kt Pyl

Z s s e
R eeLetar Pro::dent
“, i”?;“‘ w@ﬁ
AT }:,T;_; ey FLAG-REDFFRN OIL COMPANY
e i By R
Assistant Secretary ?ffbident
Rosallnd Redfern o jbﬁn“j deleiﬁjujr}vm T

"Non-COperators"

STATE OF NEW MEXICO )

: : sS.
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this ______ day
of » 1973, by S. P. YATES, President oI YATES PRTROLEUM

CORPORATION, a New Mexico corporation, on behalf of said corporation.

My commission expires:

. hotary Public

— 1 e

STATE OF TEXAS )
‘ : s8.
COUNTY OF DALLAS )

The foregoing instrument was ackucwledged before me this day
of » 1973, by '

Agent and Attormey-in-Fact for SUN OIL &4MPA&Y LDFTAvAnF), a Delaware
corporation, on behalf of said cocrporation.

My comnission expires:

No;ary Public

STATE OF TEXAS )
) : ssS.
COUNTY OF POTTER )

The foregoing instrument was acknowledged btefore me this day
of , , , 1973, by ] T
Vice President cf MESA PETROLEUM COMPANY, a Delaware corporation, on
behalf of said corporation.

My conmission expires:

wotdry Public




ATTEST:

e o e At e e s t———

Secretary

A.T TEST:

" By:

CLAREMONT CORPORATION

Presiden

FLAG-REDFERN OIL COMPANY

i By L
Assislant Secretary President
Rosalind Redferm  John J. Redfernm, Jr.
“"Non-Operators"

STATE OF NEW MEXICO )
. SS.

COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this
P. YATES,

of 5 1973, by s.

day
President of YATES PETROLEUM

CORPORATION, a New Mexico corporation, on behalf of said corporation.

My conmissjion expires:

-

STATE OF TEXAS

COUNTY OF DALLAS

The foregoing instrument was acknowledged before me this

of s 1973, by _

Notar§“§ublic

day
’

Agent and Attorney-in-Fact for SUN OIL COMPANY (DELAWARE), a Delaware

corporation,

My commission expires:

STATE OF TEXAS

)
_ : ss.
COUKTY OF POTTER )

2 E g dens 1973, by

§§ﬁ;q ~of_sa*it corporation.
i \/ ~ >t
19 o) s
:4,’... 4 » "--.".\\'— »
NRySgapnisgdoy sexpires:
7, iy Teeaillset <
/, y

on behalf of said corporation.

Notary Public

The “Swregoing inst s acknovledged b i o
n}e.;v;e301ng instrument was acknowledge efore me this é%__ day V//

Lo 1€ Alpico :

¥icg President’ of MESA PETROLEUM COLP»f, a Delaware corporation, on
e .

TZi;?éﬁénd’O{ﬁﬂézﬂnheizg

Notafy Public




,." . . ";;, . . x
':"--‘ ‘ : C?

p

ATTEST: . CLAREMONT CORPORATION
e By: e
Secretary : President

AYIEST: . . - L FLAG-REDFERN O1L COMPANY
— e By:
Assistant Secretary _ . President
*  Rosalind Redferm - John J. Redfern, Jr.
C

“"Non-Operators"

_ STATE OF NEW MEXICO )

- '-. _ _ : 8S. -
COUNTY A 0F_~ EDDY ) -
niffn% foreg01ng instrument was acknowledged before me this‘427vg3ay

!A.-"\\\‘o} ---- i\i'c‘irenber s 1973, by JOHN A. YATES, Vice President of YATES PETROLEUM
fu‘CfoopATTOﬁ a New Mexico corporation, on behalf of said corporation.

re .
v 0".
;-

:u—' ]BL\Q"’ = . .
{ : : .
s My ommlﬁgion expires. . -
LT :é?%iv «/24/;7' /7%2? - Notary “Public

- —_—

STATE OF TEXAS )
- - : ss.
COUNTY OF DALLAS ) :
The fofégoing i;stfument waé acknowledged before me this day
of 51973, by o R

Agent and Attorney-in-Fact for SUN OIL COMPANY (DELAWARE), a Delaware
* corporation, on behalf of said corporation.

My commission expires:

ngary Public

STATE OF TEXAS

)
: . §8,.
COUNTY OF POTTER )

The forecgoing instrument was acknowledged before me this day
of » 1973, by o .

Vice President of MESA PETROLEUM COMPANY, a Delaware corporation, on
behalf of said corporation.

My commission expires:

Notary Public

-17-



STATE OF )
) : ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this _______ day
of s 1973, by .

Attorney-in-Fact for MOBIL OIL CORPORATTON, a New York corporation, on
behalf of said corporation.

My coommission expires:

Notary Public

STATE OF TEXAS

)
: ss.
COUNTY OF TARRANT )
The foregoing instrument was acknowledged before me this . day
of » 1973, by EDWARD R. HUDSON, JR., individually and

as Attorney-in-Fact for WILLIAM A. HUDSON II and BETTY C. HUDSON, his
wife, and MARY HUDSON ARD and JULIAN ARD, her husband, and by ANN F.
HUDSON, wife of Edward R. Hudson, Jr.

My commission expires:

Notary Public

STATE OF TEXAS )
¢ ss.
COUNTY OF MIDLAND ) -
PNTLL 27PN X

::U{hg}t_ ?gging instrument was acknowledged before me thiS/é?Z%'day
of: Lls ., 1973, by_g%éuC?.:fkﬁéfgp(‘_*‘n‘ s
Agent éﬁ’ ‘thgg y-in-Fact for PENNZOIL COMPA a Delaware corporation,
Q?tkfh§¥?:§§<§%§d corporation.

A 7 A NN

A t,'v v R \9;

S e ceave® - \r\ s

My co%mraﬁigh expires‘

é‘“/ <

Notwy4/ Public” P
MARIORIE L. MATTHIEWS

_ 4z%?%ﬁzéé7éi;22%%;§§%i;%4;(/

STATE OF TENNESSEE )

! ss.

COUNTY OF HAMILTON )

. The foregoing instrument was acknowledged before me this _ day
of | , 1973, by

Executive Vice President of NORTH AMERTCA | RO&ALTIFS INC., a Delaware
corporation, on behalf of said corporation.

My commission expires:

Notary Public




STATE OF

W o
@
m
L]

COUNTY OF

The foregoing instrument was ackncwledged before me this
of ’ » 1973, by e ’

Attorney-in-Fact for MOBIL OTL CORPORATION, 2 New York corporation, on
behalf of said corporation.

____ day

My commission expires:

St e e i e i e e

‘ e ' ) hotary Public

STATE OF TEXAS
‘ SS.

o’ 00 W

COUNTY OF TARRANT

The foregoing instrument was acknowledged before me this day
of » 1973, by EDWARD R. HUDSON, JR., individually and
as Attorney-in-Fact for WILLIAM A. HUDSON II and BETTY C. HUDSON, his

wife, and MARY HUDSON ARD and JULTAN ARD, her husband, and by ANN F.
HUDSON, wife of Edward R. Hudson, Jr.

My commission expires: | s

—— e Notary Publice

STATE OF TEXAS )
‘L . : 8S.
COUNTY OF MIDLAND )

rd

The foregoing instrument was acknowledged before me this
3 Of Y 1973 by e e e e e e e e e ]

_Agené and Attorney in-Fact for PEFNZOTL COMPANY, a Delaware corporation,
on behalf of said corporation. '

___ day

My commission expires:

—— e et —— e ——————

e Votary Publlc

o —— s

STATE OF TENNESSEE

)
:+ SS.
COUNTY OF HAMILTON )

The foregoing instrument was acknowledged before me thls 30ﬂl day
of  October 1973, by Eugene S. Ryan, Vice Preqldent of Exp]nratlon ’

?
EK&LMtiX%XkaKEA&X~“A toxx of NORTH AMERICA ROYALTIES,
corporation, on behalf of said corporation.

INC., a Delaware

-Wi gémﬁisi&on expires: . 0{3/ Q« j{iéjéﬂ&airiﬂ,-~“_
-. \‘) "Y c ﬁ;cn_ r\:ém Ly A ii_i_ ’ ﬂotary Publfc
: 'E ‘A "o—-A '/ .
Rl -’3(10\,\6_:'-_
R NI\ L



Xa¥

STATE OF )

: : ss.
COUNTY OF )

The foregoing instrument was achnowledged before me this day
of o s 1973, by U >
ALtornL,~in “Fact for MOBIL OTIL CORPOPAELOL, a New York corporation, on
behalf of said corporation.

My coumnission expires: . e
i Notary Public
STATE OF TEXAS ) _
: ss.
COUNTY OF TARRANT )
The foregoing instrument was acknowledged before me this day
WAt/ . 1973, by EDWARD R. HUDSON, JR.,
as ALtOlneY“ln Fact for WILLIAM A.
wife,, o

individually and
HUDSON II and BETTY C HUDSON, his
and MARY HUDSON ARD and JULIAN ARD,

Q&?%ﬂﬂﬁzwlfe of Edward R. Hudson, Jr.

her husband, and by ANN F.

Sx s Ei s 85dn | %/75/%/& 4/4/
QL ) x21§§> Kotay§ Public

2 G |

7 Py, *”<?§>§’
g ¥ o e e

’-'l, ~ F.TN ‘\\\ :
-smKLENW% EXAS )
) : 8S.
COUNTY OF MIDLAND )

of

oy 1973, by
Agent and AtLorney—ln -Fact for

The foregoing instrument was acknowledged before me this
nt PENNZOIL COMPANY, a Delaw:
on behalf of said corporation.

day
e e e — e —— 2
a Delaware courporation,

My commission expires:

Notdfy Public

—_— e

STATE OF TENNESSEE

)
¢ 8§8.
COUNTY OF HAMILTON )

of - s 1973, by

The foregoing ipstiument was acknowledged before me this

day

Fxecutive Vice President of NORTH AMERICA ROYALTIES, INC.,
corporation, on behalf of said corporation.

— . .
a Delaware

My commission expires:

Notary Public

—10_



STATE OF 7. sus/

COUNTY OF Pt londr

RYDA LRIy 4

Thg £y£c001ng instrument was acknowlodgpd before me thlsqglff-day
°fzjg;14§97p¢bu__m__, 1973, by S, Wright, Jn ,

e e e e e e —

Ag}ornex;;nﬂﬁant for MOBIL OIL CORPORAIION a KNew York corporatlon, on
-b&halfjof saiﬂ,rorporatlon.

)
: ss,
)

P 0".\ N :5 ’
R/ “.,:.:
My cowmlssaog ‘expires: MEJZé;é@q%DW_‘ 45%%%21‘_M‘
_____.é-:/_—lz,é:ﬁ _____ L Notary Public
’ \.4‘* v .l Y
in o
STATE OF TEXAS )
t ss.

COUNTY OF TARRANT )

The foregoing ihstrument‘was acknowledged before me this _ __ day
of » 1973, by EDWARD R. HUDSON, JR., individually and

as Attorney in-Fact for WILLIAM A. HUDSON II and BETTY C. HUDSON, his
wife, and MARY HUDSON ARD and JULTIAN ARD, her husband, and by ANN F.
HUDSON, wife of Edward R. Hudson, Jr.

My coumission expires:

Notdry Public

STATE OF TEXAS )
: 8S.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this __ day
of , 1973, by ’

Agent and Attorney in-Fact for PENNZOIL COHPANY a Delaware corporatlon,
on behalf of said corporation.

My commission expires:

Notaxy Publlc

STATE OF TENNESSEE )
¢ S§S.
COUNTY OF HAMILTON )
The foregoing instrument was acknowledged before me this _ day
of ., 51973, bY - ) ~ ,

Exccutive Vice President of NORTH AMERICA ROYALYTTES, INC., a Delaware
corporation, on behalf of said corporation.

My commission expires:

otary Public

e dm e e e e v e e ———eem——



STATE OF TEXAS )
: ss.
COUNTY.OF MIDLAND )
The forzgoing insirvament was acknowladged befure me this  day
of s 1973, by s

Vice Presideat of HONDO OIL & GAS COMPANY a New Mexico roxporation, on
behalf of said corporation.

. My commission expires:

ﬂotary Public

STATE OF TEXAS )
s S8S8.
COUNTY OF MIDLAND )

Tpe forcgoing instrument was acknowledged before me this V;; day
of : - 1973, by _

el .

Partner, on bphalf of MARTIN, WILLIAMS & J”DSON a partnershlp composed
of William B. Martin, R. Ken Williams and Fdward H. Judson.

My cowmission expires:

Notary Publlc

STATE OF OKLAHOMA

_ )
7 . ” : Ss.
v/ - counry oF NEgeoa—y
?he foiﬁgnlng instrument was acknowledged hefore me this JZJ? day

of MovtideA , 1973, by FRANK W. PODPECHAN, President of
CLARLMQfT JLORPORATION, a Texas corporation, on behalf of said corpora-
a0,

G Yo o)

A fst..“

-”My commlssiﬁ eyplres. _v~ézZ772L0¢ﬁ14Z{Z£;{J£ZEQﬁJV

R w2 Notary Public
P e
e
SIAlE OF TFXAS )
: ss.
COUNTY OF MTDLAND )
The foregoing irstrument was acknowledged before me this day
of 5 1973, by JOHN J. REDFERN, JR., President of

FLAG-REDFERK OJL COMPANY, a-Delawvare corporation, on behalf of said
corporation,

"

My commission expires:

Notary Public

~-19-~



STATE OF TEXAS )
: ss.
COUNTY OF MIDLAND )
The foregoing inerumPnt was acknowledged before me this ) day
of , 1973, by s

Vice President of HONDO OIL & GAS COHPANY a New Mexico corporation, on
behalf of said corporation.

My commission expires:

Notary ‘Public

STATE OF TEXAS )
‘ : : ss.
COUNTY OF MIDLARD )
The foregolng instrument was acknowledged before me this “;__ day
of 1973, by _ o ,

Partner, on behalf of MARTIN, W1LLTAMS & JUDSON a ;;rtnershig'composed
of William H. Martin, R. Ken Williams and Edward H. Judson.

My commission expires:

Notary Public

STATE OF OKLAHOMA )
: 88,
COUNTY OF )
The foregoing instrument was acknowledged before me this - day
of ~ s, 1973, by FRANK W. PODPECHAN, President of

CLAREMONT COR PORATION a Texas corporation, on behalf of said corpora-
tion.

My conmission expires:

Notary'Public

———— — e et a

STATE OF TEXAS )
T 8§8.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me thisfgéﬁggday
of lpvcavders s 1973, by JOHN J. REDFERN, JR., President of
FLAG-REDFERN OIL COMPANY, a Delaware corporation, on behalf of said
corporation.

K} =

St Py,
Wl v .
My. C“”“l‘éiﬁ yexpires: cYpad Vardoford —
__j,- ;MEHWmLﬁ;M_ . Notary Public ' .
-~ -. m - T TR
b P s
~ i \ S~ ARAH VA “DT'R i}
. Sy S Tidly y RD-Nnta
-"-Q: My ‘O'nm::.‘{!d (;0 iy, T ™ Public
P N TEAON Expires Jrom
”3\'}‘ " res June 1. 1975



STATE OF TEXAS )
: S§S.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before médthis /!'4'day

of _ @rte 5 1973, by Mled, R Diicl ,
Vice President of HONDO OIL & GAS COMPANQ, a New Mexico corporation, on
behalf of said corporation.

e,

. SIREJONES! 1075,
My commission expires: NV \Vr ) ;ighaw?:?*\ﬁbﬁa
- Publi feyd O\ Tt
%~ L’._’Z_iza_'______' b tary u C :‘E‘)E \"r/ E?;_:
S DA fé?g
STATE OF TEXAS ) ;zfﬁbg*[;;;;f S
: ss. o Py }"é‘;”lo > &
COUNTY OF MIDLAND ) TN
The foregoing instrument was acknowledged before me this _ day
of » 1973, by '

e ’

Partner, on behalf of MARTIN, WILLIAMS & JUDSON, a partunership composed
of William H. Martin, R. Ken Williams and Edward H. Judson.

My commission expires:

—— o+ bar

ﬁbtary Public

STATE OF OKLAHOMA )
: : ss,
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of : » 1973, by FRANK W. PODPECHAN, President of

CLARéHONT CORPORATION, a Texas corporation, on behalf of said corpora-
tion. ' '

My commission expires:

e ] Notary Public

STATE OF TEXAS )
: 88,
COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this day
of » 1973, by JOHN J. REDFERN, JR., President of

FLAG-REDFERN OIL COMPANY, a Delaware corporation, on behalf of said
corporation.
[ ]

My commission expires:

Notary Public
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STATE OF TEXAS )
¢ SS.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged bcfore me this N day
of s 1973, by ' ' >

Vice President of HONDO OIL & GAS COMPANY, a New Mexico corporatlon, on
behalf of said corporation. '

My commlssion expires:

ﬁ;fary Public

STATE OF TEXAS )
.t s8.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this 2lst day
of Ngyemben - ' » 1973, bywilliam H. Martin,R. Ken Williams & Edward H. Judson,

Partnel; onjbehalf of MARTIN, WILLIAMS & JUDSON, a partnership composed

ggfﬁil ‘f/’_lzygrtin, R. Ken Williams and Edward H. Judson.

ﬁj?ﬁqmi'vszag§exp1res. ) x¢£§§§7 - A
.%zi ........ & _ otary Public

— T

STATE OF OKLAHOMA

)
S : SS.
COUNTY OF )
The forego:ng instrument was acknowledged before me this _ day
of » 1973, by FRANK W. PODPECHAN, President of

CLAREMONT CORPORATION a Texas corporation, on behalf of said corpora-
tion.

My commission expires:

Notary Public

STATE OF TEXAS )

: ss.
COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this day
of . _ __» 1973, by JOHN J. REDFERN, JR., President of

FLAG-REDFERN OIL COMPANY, a Delaware corporation, on behalf of said
corporation.

My commission expires:

Notary Public



STATE OF TEXAS )
T S8.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this A,g_\}_'}oday
A @yt.cnltn s » 1973, by ROSALIND REDFERN and JOUN J. REDFERN, JR.,

her——husband .

.";;‘l\‘{é\“ pU

3 "0..

;W?-comﬂ\5525§ expires: Sara ks Vot ;gév“___
. -Faes ITota).y Public

SARAH VANDERTORD - Notary Public
Midiand County, Texag
My Commission Expires June 1, 1975
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF
 STONEWALL UNIT OPERATING AGREEMENT
ENTERED INTO AS OF NOVEMBER 1, 1973,
BETWEEN YATES PETROLEUM CORPORATION, AS
OPERATOR, AND THE NON-OPERATORS

a) Lands subject to contract.

Township 20 Soutﬁ, Range 28 East, N.M.P.M,

Section 19: Lots 3, &4 (W/2 SW/4), E/2 SW/4, SE/4
- Section 20: W/2, SE/&4, 5% interest under NE/4
Section 29: SW/4, S/2 SE/4, NW/4 SE/4
Section 30: Lots 1, 2, 3, & (W/2 W/2), E/2 w/2,
E/2_ (All) ' ' ,

containing 1,738.52 acreé, more or less,

b) Depth restriction.

The Unit Area only covers the lands in l.a) from the
surface to the top of the Solid Mississippian Lime.

The percentage interests under agreement and addresses of
parties to which notices should be sent:

. Initial Well
Initial Well After Payout &

,ngiqgﬁParties : Until Payout Subsequent Wells
Yates Petroleum Corporation - : 15.0000% 7.50000¢%
Yates Drilling Company © .15.0000% 7.50000%
MYCO Industries, Inc. 15.0000% 7.50000%

ABO Petroleum Corporation 5.0000% 2.50000%
207 South Fourth Street : ’
Artesia, New Mexico 88210

Coquina 0il Corporation 26.2597% 13.12985%
Building of the Southwest
Midland, Texas 79701

‘Mesa Petroleum Company 13.9619% 13.96190%
904 Gihls Tower West .
Midland, Texas 79701

Claremont Corporation .5752% .57520%
Post Office Box 549 : ‘ .
Claremore, Oklahoma 74017

Edward R. Hudson, Jr., indi-

vidually and as Attorney-in-

Fact for William A, Hudson II :

and Mary Hudson Ard 9.2032% 9.20320%
1000 First National Bank Building
Fort Worth, Texas 76102



EXHIBIT "A"

ATTACHED TO AND MADE A PART OF
~ STONEWALL UNIT OPERATING AGREEMENT
ENTERED INTO AS OF NOVEMBER 1, 1973,
BETWEEN YATES PETROLEUM CORPORATION, AS
OPERATOR, AND THE NON-OPERATORS

A

a) Lands subject to contract.

Township 20 South, Range 28 East, N.M.P.M,

Section 19: Lots 3, 4 (W/2 sw/4), E/2 SW/4, SE[/4

Section 20: W/2, SE/4, 5% interest under NE/4

Section 29: SW/4, S/2 SE/4, RW/4 SE/4

Section 30: Lots 1, 2, 3, &4 (W/2 w/2), E/2 w/2,
E/2. (A11)

containing 1,738.52 acres, more or less.

b) Depth restriction.

The Unit Area only covers the lands in 1l.a) from the
surface to the top of the Solid Mississippian Lime.

2¢ The percentage interests under agreement and addresses of
parties to which notices should be sent:
Inftial Well -
Initial Well After Payout &
Paying Parties : Until Payout Subsequent Wells
Yates Petroleum Corporation ﬁ6'.25972) (38.12985?
207 South Fourth Street K See gg/paj HF
Artesia, New Mexico 88210
Mesa Petroleum Company "13.96192 : 13.96190%
904 Gihls Tower West
Midland, Texas 79701
Claremont Corporation o .5752% .57520%
/- P- 0. Box 549 B
Claremore, Oklahoma 74017
Edward R. Hudson, Jr., indi-
, » vidually and as Attorney-in-
Fact for William A. Hudson II
and Mary Hudson Ard . 9.2032% 9.20320%°
1000 First National Bank Building
_ Fort Worth, Texas 76102
: ' o
> )//9’//5 J2 /re fo cono [”"P' T /5. o000 :) 7. 50000 7
Ypfes Dril)ivg Lo : /5, ocod }‘ 7. Spaco 7
myco Twdustrits. Tae - - —- )5 brec 4 72“_”’ ;‘
OO0 , 9 0F0 0
Jgo Tihcleom Gop — Sewed 2 '
: 4 : 7
Coguina O,/ lorp 26,2577 7 /3,12935 7%

EZ%ﬂd7Cfﬂw 5%%&¥5f
Midlpad Toyns 2970/



Contxributing Parties

Sun 0il Company (Delaware)
P. 0. Box 1861
Midland, Texas 79701

Hobil 011 Corporation
Midland, Texas 79701

Flag-Redfern 0il Coﬁpany
P, 0. Box 23
Midland, Texas 79701

Rosalind Redfern
P. 0. Box 23 .
Midland, Texas 79701

Pennzoil Company
P. 0. Drawer 1828
Midland, Texas 79701

Martin, Williams & Judson

413 First National Bank Building

Midland, Texas 79701

North American Royalties,
1604 Wilco Building
Midland, Texas 79701

Hondo 0il & Gas Company
P. 0. Box 1610
Midland, Texas 79701

Inc.

A

Initial Well
Initial Well After Payout &
Until Payout Subsequent Wells

v 18.63050%
"
M
A

0 O 9.20325%

5
b

.554551“0

.538357 \V
Wy 3.45120%
1.15040%
‘y 2.30080%

.
v 1 2.30080%

Leasehold interests of parties and party contributing the

interest:

a) Contributed by Sun 0il Company (Delaware):

State of New Mexico 0il and Gas Lease K-5115,

dated

July 20, 1965, and covering Lots 3 and 4, E/2 SW/4, SE/4,
Section 19, and Lots 1 and 2, E/2 NW/4, NE/4 Section 30,

containing 647.79 acres.

b) Contributed by Mobil 0il Corporation:

State of New Mexico 0il and Gas Lease K-3402, dated
July 16, 1963, and covering W/2 Section 20, containing

320 acres.

c) Contributed by Mesa Petroleum Company:

State of New Mexico 0il and Gas Lease K-6854, dated
April 18, 1967, and covering Lots 3 and 4, E/2 SW/4
and S/2 SE/4 Section 30, containing 242.73 acres.

-ii-



d)

£)

g)

h)

1)

Contributed by Flag-Redfern 01l COmpany, Rosalind Redfern
and Claremont Corporatlon.

State of New Mexico 0il and Gas Lease K-6599, dated
December 20, 1966, and covering NE/4 SE/4 Section 20,
containing 40 acres. .

Contributed solely by Claremont Corporafion:

An undivided 5% interest in State of New Mexico 0il and
Gas Lease K-6599, dated December 20, 1966, and covering
NE/4 Section 20, containing 160 acres. Flag-Redfern 0il
Company and Rosalind Redfern expressly withhold from com-
mitment to this agreement their undivided 95% interest in
this lease.

Contributed by Edward R. Hudson, Jr., individually and
as Attorney-in-Fact for William A. Hudson II and Mary
Hudson Ard: :

Federal 01l and Gas Lease NM 17100, formerly NM 041842,
dated July 1, 1963, and covering S/2 SW/4, NE/4 Sw/4, .
NW/4 SE/4 Section 29, containing 160 acres.

Contributed by Pennzoil Company:

State of New Mexico 0il and Gas Lease L—1611, dated
November 19, 1968, and covering W/2 SE/4, SE/4 SE/4
Section 20, containing 120 acres. )

Contributed by North American Royalties, Inc. and
Martin, Williams & Judson:

Federal 0il and Gas Lease NM 0455458, dated December 1,
1963, and covering NW/&4 SW/4 Section 29, containing 40
acres; subject to a 3% of 8/8ths overriding royalty,

1/2 of which shall be borne by the parties contributing
the lease and 1/2 of which shall be borme by Operator; and

State of New Mexico 0il and Gas Lease K-4590, dated
December 15, 1964, and covering N/2 SE/4 Section 30,
containing 80 acres.

Contributed by Hondo 0il & Gas Company:

Fee lease dated July 15, 1954 (now HBP) from Keystone
Corporation and Kansas City Minerals to Malco Refineéries,
Inc., recorded Book 66, Page 239, covering S/2 SE/4
Section 29, and containing 80 acres.



EXHIBIT "B"

ATTACHED TO AND MADE A PART OF
STONEWALL UNIT OPERATING AGREEMENT
ENTERED INTO AS OF NOVEMBER 1, 1973,
BETWEEN YATES PETROLEUM CORPORATION, AS
OPERATOR, AND THE NON-OPERATORS

GAS STORAGE AGREEMENT

The parties to the Operating Agreement to which this gas
storage agreement is attached own the working interest in the gas
rights 9nder1yinglthe Unit Area covered by such agreement in accord-
ance with the percentages of participation as set forth in Exhibit
"A" to the Operating Agreement. '

In accordance with the terms of the Operating Agreement,
each party thereto has the right to take its share of gas produced
from the Unit Area and market the same. In the event any of the
parties hereto is not able to market its share of gas or has con-
tracted to sell its share of gas produced from any unit well to a
purchaser which is unable at any time while this agreement is in
effect to take the share of gas attributable to the interest of such
party, the terms of this storage agreement shall automatically be-
come effective.

During the period or periods when any party hereto has no
market for.its share of gas produced from any unit well, or its pur-

~chaser is unable to take its share of gas produced from any unit well,

the other parties shall be entitled to produce each month 100Z of the
allowable gas production assigned to such well by the New Mexico 0il
Conservatioh Commission and shall be entitled to take and deliver to
its or their purchaser all of such gas production. All parties hereto
shall share in and own the liquid hydrocarbons recovered from such

gas by lease equipment in accordance with their respective interests
and subjeét to the Operating Agreement to which this gas storage agree-
ment is attached, but the party or parties taking such gas shall own
all of the gas delivered to its or their purchaser. Each party unable
to market its share of the gas produced shall be credited with gas in
storage equal to its share of the gas produced under this agreement,
less its share of gas used in lease operations, vented or lost. The
Operator will maintain a current account of the gas balance between
the parties and will furnish all parties hereto monthly statements
showing the total quantity of gas produéed, the amount used in lease
operations, vented or lost, and the total quantity of liquid hydro-
carbons recovered therefrom.

At all times while gas is produced from unit wells, Operator
will make settlement with the owners of the royalties, overriding

royalties, production payments and other similar interests. Each

party selling gas from a unit well will furnish or cause to be fur-
nished to Operator a statement each month showing the volume and value
of gas utilized and the volume of gas sold and the proceeds therefrom.
Each of the parties hereto shall reimburse Operator for their respec-
tive and proportionate shares as set forth under the terms of the
Operating Agreement. Each party hereto agrees to hold Operator harm-
less from any and all claims for sald payments asserted by said owners.



After notice to the Operator, any party at any time may
begin taking or delivering to its purchaser its share of the gas
produced from any unit well. 1In addition to its share, each party,
including the Operator, until it has recovered its gas in storage and
balanced the gas account as to its interest, shall be entitled to
take or deliver to a purchaser a volume of gas equal to 25% of the
overproduced party or parties' share of gas produced from the unit
well, If two or more parties are entitled to the 257 of the over-
produced party or parties' share of gas produced, they shall divide
such 25Z 1in accordance with their percentage of participation under
the Operating Agreement.

In the event production of gas from any unit well permanently
ceases prior to the time that the accounts of the parties have been
balanced, it is agreed that a complete balancing will be accomplished
by a money settlement as between the parties. In making such settle-
ment, the underproduced party or parties will be paid a sum of money
by the overproduced party or parties equal to that which the overpro-
duced party or parties received, less applicable taxes theretofore
paid, for the latest delivery-of a volume of gas equal to that for
which settlement 1s made.

Nothing herein shall be construed to deny any party the
right, from time to time, to produce and take or deliver to its pur-
chaser its full share of the allowable gas production to meet the
deliverability tests required by its purchaser. Each party shall at
all times use its best efforts to regulate its takes and deliveries
from said well so that said well will not be shut-in for overproducing
the allowable assigned thereto by the New Mexico 0il Conservation Com-
mission. ' .

This agreement shall be considered as a separate and dis-
tinct agreement with respect to each separate common source of supply
for each separate unit well.

This agreement shall become effective in accordance with
its terms and shall remain in force and effect as long as the Operat-
ing Agreement to which it is attached remains in effect, and shall
inure to the benefit of and be binding upon the parties hereto, their
heirs, successors, legal representatives and assigns.
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EXHIBIT “c¢*" |

ATTACHED TO AND MADE A PART OF
STONEWALL UNIT OPERATING AGREEMENT
ENTERED INTO AS OF NOVEMBER 1, 1973,
BETWEEN YATES PETROLEUM CORPORATION, AS
OPERATOR, AND THE NON-OPERATORS

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS
1. Definitions

“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.

“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, protechon and
maintenance of the Joint Property.

“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.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Jomt Property.
“Controllable Material” shall be defined as set forth under the subparagraph selected below:

A. [ ] Material which at the time is so classified in the Material Classification Manual as most recently rec-
ommended by the Council of Petroleum Accountants Societies of North America.

B. [X] Material which is ordinarily so classified and controlled by Operator in the conduct of its operations.
List shall be furnished Non-Operators upon request.

2. Statements and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs
and expenses for the preceding month. Such bills will be accompanied by statements reflecting the total charges
and credits as set forth under the subparagraph selected below: .

A, [ ] Statement in detail of all charges and credits to the Joint Account.

B. [ ] Statement of all charges and credits to the Joint Accouht, summarized by appropriate -classifications
indicative of the nature thereof.

C. [x] Statement of all charges and credits to the Joint Account, summarized by appropriate classification
indicative of the nature thereof, except that items of Controllable Material and unusual charges and
credits shall be detailed.

3. Advances and Payments by Non-Operators

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

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of ten per cent (10%) 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.

4. Adj ustments

Payment of any such bills shall not prejudice the right of any Non-Operator {o protest or question the correctness
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 writien
exception thereto and makes claim on Operator for adjustment. No adJustment favorable to Operator shall be
made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of the Joint Property as provided for in Section VII

5. Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit

Operator’s accounts and records relating to the accounting hereunder 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 Scction I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
R effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenicnce to the
Opcrator. 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 Non-Operators is expressly required under Paragraphs 5A, 5B, 6A and
8 of Scction II, Section III, Section V, Section VI, and Paragraph 4 of Section VII, of this Accountmg Promdure and
if the agreement to which this Accountmg Procedure is attached contains no contrary provisions in regard thereto,
the Opcrator shall notify all Non-Operators and the agreement or approval of a majority in interest of the Non—
Operators shall be controlling on all Non-Operators.
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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations,
Labor

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

(2) Salaries of first-level supervisors in the field if such charges are excluded from overhead rates in Option
A of Section III,

(3) Salaries and wages of technical employees temporarily assngned to and directly employed on the Joint
Property if such charges are excluded from overhead rates in Option B of Section III.

(4) Salaries and wages of technical employees either temporarily or permanently assigned to and directly
employed in the operation of the Joint Property if such charges are excluded from overhead rates in
Option C of Section IIL

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
the employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this
Section II and Paragraph 1A of Section III; except that in the case of those employees only a pro rata portion
of whose salaries and wages are chargeable to the Joint Account under Paragraph 1A of Section I1f, not more
than the same pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint
Account. ' Cost under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage
assessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II and Paragraph 1A’ of Section III. If percentage assessment is used, the rate shall be based on the
Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments unposed by governmental authority which are
applicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs
2A and 2B of this Section II and Paragraph 1A of Section III.

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Ac-
count under Paragraph 2A of this Section II and for which expenses the employees are reimbursed under
Operator’s usual practice.

Employee Benefits

Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost
chargeable to the Joint Account undet Paragraphs 2A and 2B of this Section II and Paragraph 1A of Section Il
shall be chargeable as indicated in the subparagraph selected below:
A. [ ] Operator’s actual cost.

B. [X Operator’s actual cost not to exceed fifteen per cent (15%).
Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. So far
as it is reasonably practical and consistent with efficient and economical operation, only such Material shall be
purchased for or transferred to the Joint Property as may be required for immediate use; and the accumulation of
surplus stocks shall be avoided.

Transportation .

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

tions:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other propertles 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 Operator and Non-Operators.

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 Operators and Non-Operators. No charge shall be made
to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by Operator
and Non-Operators. ,

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking
costs of $100 or less.

Services

A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section II and Paragraph 1B of Section III. The cost of professional consultant services shall
not be charged to the Joint Account unless agreed to by Operator and Non-Operators.

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or other cause, except to the extent that the damage or loss
could-have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.

Legal Expense

All costs and expenses of handling, investigating, and settling litigation or claims arising by reason of the Joint
Operations or necessary to proiect or recover the Joint Property, including, but not limited to, attorney’s fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaclion of any such
litigation or claims; provided, (a) no charge shall be made for the services of Operator’s legal staff or other reg-
ularly cinployed personnel (such services being considered to be Administrative Overhead under Section III),
unless agreed to by Operator and Non-Operators, and (b) no charge shall be made for the fees and expenses of
oulside attorneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

Taxcs

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom, and which taxes have becen paid by the Operator for the benefit of the
Parties.
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10. Insurance

Net premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.

In the event Joint Operations arc conducted in a state in which Operator may act as self-insurcr for Workmen's
Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election, include

the risk under its sclf-insurance program and in that event, Operator shall include a charge therefor on the follow-
ing basis: .

11. Other Expenditures

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

IIL INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus
the rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraph 1 of this Sec-

tion III or by combining all three of said items under the rates provxded for in Paragraph 2 or 3 of this Section III,
as indicated next below:

OPERATOR SHALL CHARGE INDIRECT COSTS TO THE JOINT ACCOUNT UNDER THE TERMS OF:
[ ] Paragraph 1. (District Expense, Administrative Overhead and Warehousing)
[X] Paragraph 2. © (Combined Rates - Well Basis)
[ ] Paragraph3. (Combined Rates - Percentage Basis)
The cost and expense of services from outside sources in connection with matters of taxation, traffic, accountmg or

matters before or involving governmental agencies shall be considered as included in the overhead rates provided for

in the above selected Paragraph of this Section III unless such cost and expense are agreed to by Operator and Non-
Operators as a direct charge to the Joint Account.

THE OVERHEAD RATES PROVIDED FOR IN ANY OF THE PARAGRAPHS SELECTED ABOVE

A. [ ] shall K] shall not include salaries and personal expenses of first-level supervisors in the field.

B. [ ] shall [X] shall not include salaries, wages and personal expenses of technical employees temporarily as-
signed to and directly employed on the Joint Property.

C. [X] shall [ ] shall not include salaries, wages and personal expenses of technical employees either tempo- °

. rarily or permanently assigned to and directly employed in the operation of the Joint
Property.
1. District Expense, Administrative Overhead and Warehousing
A. District Expense

Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of
Operator’s production superintendent and other employees serving the Joint Property and other properties
of the Operator in the same operating area, whose time is not allocated directly to the properties, and a pro
rata portion of the cost of maintaining and operating a production office known as Operator’s
office located at or near
(or a comparable office if location changed); and necessary sub-offices (if any), maintained for the conven-
ience of the above-described office, and all necessary camps, including housing facilities for employees if
required, used in connection with the operations of the Joint Property and other properties in the same
operating area. The expense of, less any revenue from, such facilities may, at the option of Operator, include
depreciation of investment or a fair monthly rental in lieu of depreciation. Such charges shall be apportioned
to all properties served on some equitable basis consistent with Operator’s accounting practice.

B. Administrative Overhead

Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall
be in lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1A of this Section
III, including salaries, wages and expenses of personnel assigned to such offices. Such charge shall be in addi-
tion to the salaries, wages and expenses of employees of Operator authorized to be charged direct as provided
in Paragraphs 2 and 8 of Section II. Such charge shall be made on the basis indicated below, either (1) well
basis or (2) percentage basis, at the rates shown thereunder.

(1) [ ] Well Basis
RATE PER WELL PER MONTH
DRILLING WELL RATE PRODUCING WELL RATE

(Use Totof Depth) {Use Current Producing Depth)
Well Depth Each Well First Five Next Five Al Wells Over Ten
¢ B — .

(2) [ ] Percentage Basis
PERCENTAGE BASIS

Development:

oo Percent (%) of the cost of development of the Joint Property exclusive of costs pro-
vided under Paragraph 8 of Section II and all salvage credits,

Operating:

oeeeenn. Percent (%) of the cost of operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 8 of Section II, all salvage credits, the value of injected substances purchased for

sccondary recovery and all taxes and assessments which are levied, assessed ‘and paid upon the mineral
intcrest in and to the Joint Property.
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C. Operator's Warchouse Operating and Maintenance Expense
[ 1 Included in district expense
] No charge either direct or indirect
[ ] Percentlage basis (describe fully)

Combined Rates - Well Basis
Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section III on the basis
indicated below:

RATE PER WELL PER MONTH

DRILUING WELL RATE PRODUCING WELL RATE
. (Use Totol Deplh) (Use Current Producing Depth)
Well Depth T Each Well First Five - Next Five " All Wells Over Ten
0 - 5,0.00' $ 700.00 $100.00 $ 85.00 § 75.00
5,000 - 12,000' 1,200.00 165.00 135.00 120.00

Combined Rates - Percentage Basis
Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section III on the basis
indicated below: .

PERCENTAGE BASIS

A. Development'
____________________ — Percent ( %) of the cost of development of the Joint Property excluswe of costs pro-
vnded under Paragraph 8 of Section II and all salvage credits.

B. Operating:

_____________ _. Percent ( %) of the cost of operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 8 of Section II, all salvage credits, the value of injected substances purchased for
secondary recovery and all taxes and assessments which are levied assessed and paid upon the mineral
interest in and to the Joint Property.

4. Application of Administrative Overhead or Combined Rates - Well Basis

The following limitations, instructions and charges shall apply in the application of the rates as provided under
either Paragraph 1B (1) or Paragraph 2 of this Section III.

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drxlling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for waterflood-
ing operations and salt water disposal wells shall be concidered the same as producing. 0il wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. Any well being plugged or produced during any
portion of the month shall be considered as a producing well for the entire month.

(3) Wells being plugged back, drilled deeper, converted {o a source or input well, or which are undergoing
any type of workover that requires the use of a drilling rig or workover rig capable of drilling shall
be considered the same as drilling wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar
month, shall not be included in the well schedule, provided however, wells shut in by governmental
regulatory body shall be included in the well schedule only in the event the allowable production is
transferred to some other well or wells on the Joint Property. In the event of a unit allowable, shut-in
wells shall be counted in determining the charge hereunder for such month if said wells contribute allow-
able production that is actually produced during such month from one or more unit wells as a result of
allowzble transfer, inclusion in the unit allowable or other circumstances, but the total shut-in well count
shall be limited to the minimum number of shut-in wells necessary to provide the contributed allowable
actually produced during the month.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, shall be considered as a producing well for each separately pro-
ducing horizon, providing each completion is considered a separate well by governmental or other state-
wide regulatory authority.

C. The well rates for producing wells shall be applied to the individual leases; provided that, whenever leases
covered by this agreement are operated as a unitized project, the well rates shall be applied to the total
number of producing wells, irrespective of individual leases.

D. 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 multiplying
-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 preceding calendar year
as shown by “The Index of Average Weckly Earnings of Crude Petroleum and Gas Production Workers”
as published by the United States Department of Labor, Burcau of Labor Statistics, or the equivalent Canadian
Index as published by the Dominion Burcau of Statistics, as applicable. The adjusted rates shall be the
rates currently in use, plus or minus the computed adjustment,

Application of Administrative Overhead or Combined Rates - Percentage Basis

For the purpose of determining charges on a Percentage Basis under Paragraph 1B (2) or Paragraph 3 of this

Scction I, Development shall include all costs in connection with drilling, redrilling, deepening or any remedial

operations 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 well is not completed as a

producer; and original cost of construction or installation of fixed assetls, the expansion of fixed assets and any

other project clearly discernible as a fixed asset, except Major Construction as defined in Paragraph 6 of this

Secction III. Al other costs shall be considered as Operating.

Major Construction Overhcad

For the construction of compressor plants, water stations, sccondary recovery systems, drilling and production

platforms, salt water disposal facilities, and other such projects, as distinguished from the more usual drilling

.
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and pxrx.lh ing vperations, Opcrator in addition to the Administrative Overhead or Combined Rates provided for in
Paragraph 1, 2 or 3 of this Sccton I shall cither negotiate a rate prior to beginning of construction or shall charge
the Jouint Account with an additional overhead charge as follows:

A. Total cost less than $25,000, no charge. *To be negotiated
B. Total cost more than $25,000, but less than $100,000, ... X % of total cost.
C. ‘Total cost of $100,000 or more, ... % % of the first $100,000 plus ... X % of all over $100,000

of total cost.

Total cost sh:all mean the total 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 wells shall be excluded.

7. Amendment of Rates

The specific rates provxdcd for in this Section III may be amended from time to time by mutual agreement between
the Partics hereto if, in practice, the rates are found to be msufflc:ent or excessive,

IV. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint -
Property. At the Operator’s option, Non-Operators may supply Material or services for the Joint Property.

1. Purchases

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all
discounts actually received.

2. Material furnished from Opecrator’s Warechouse or Other Properties
A. New Material (Condition “A”)

(1) Tubular goods, except line pipe, shall be priced on a maximum earload and/or barge load weight basis
regardless of quantity transferred and equalized to the lowest prevailing price f.o.b. railway receiving
point or recognized barge terminal nearest the Joint Property where such Material is normally avail-
able effective at date of transfer.

(2) Line pipe shall be priced at the current replacement cost effective at date of transfer from a reliable
supply store nearest the Joint Property where such Material is normally available if the movement is -
less than 30,000 pounds, If the movement is 30,000 pounds or more, it shall be priced on the same
basis as casing and tubing under Subparagraph (1) of this paragraph.

(3) When the Operator has equalized actual hauling costs as provided for in Paragraph 5 of Section II,
Operator is permitted to include ten cents (10¢) per hundred-weight on all tubular goods furnished
from his stocks in lieu of loading and unloading costs sustained.

(4) Other Material shall be priced at the current replacement cost of the same kind of Material, effective
at date of movement and f.o.b. the supply store or railway receiving point nearest the Joint Property
where Material of the same kind is normally available.

(5) The Joint Account shall not be credited with cash dlscounts applicable to prices provided for in this
Paragraph 2 of Section 1V,

B. Used Material (Condition “B” and “C”)

(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be
classified as Condition “B” and priced at seventy-five per cent (75%) of the current price of new
Material.

(2) Material which is not suitable for its original functlon until after reconditioning shall be furnished to
the Joint Account under one of the two methods defined below:

(a) Classified as Condition “B” and priced at seventy-five per cent (75%) of the current price of new
Material. The cost of reconditioning shall be absorbed by the Operator of the transferring property.

(b) Classified as Condition “C” and priced at fifty per cent (50%) of current price of new Material.
The cost of reconditioning also shall be charged to the receiving property, provided Condition
“C” value, plus cost of reconditioning, does not exceed Condition “B” value.

(3) Obsolete Material or Material which cannot be classified as Condition “B"” or Condition “C” shall be
priced at a value commensurate with its use. 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.

(4) 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 prices specified in Paragraphs 1 and 2 of this Section IV because
of national emergencies, strikes or other unusual causes over which the Operator has no control, the Opcrator
may charge the Joint Account for the required Material at the Operator’s actual cost incurred in procuring such
Material, in making it suitable for use, and in moving it to the Joint Property, provided, that 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 clecling and notifying Operator within 10 days after receiving notice
from Operator, to furnish in kind all or part of his share of such Matlerial suitable for use and acceptable to
Operator.
4. Warranty of Malcrial 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.

5. Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with
cost of O\Vn(}l\hlp and opcration. Such rates shall include cost of maintenance, rcP'urs other S‘mﬂ
expense, insurance, taxes, depreciation, and interest on investment not to ewcccd X*xX per cent ;QJQ‘K per
annum, provided such rates shall not exceed those currently prevailing in the immediate area within which
the Joint Property is located. In licu of rates based on costs of ownership and operation of equipment, other
than automotive, Operator may elect to usc commercial rates prevailing in the area of the Joint Property
less 20%5; for automotive equipment, rates as published by the Petroleum Motor Transport Associalion
may be used. Rates for laboratory services shall not excced those currently prevailing if performed by
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oulside service laboratories. Rates for trucks, tractors and well service units may mcludc wages and ex-
penses of operator.

‘B. Whenever requested, Operator shall inform Non-Opcrators in advance of the rates it proposes to charge.
C. Rotes shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL

The Opcerator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus
Condition “A” or “B” Malcrial. The disposition of surplus Controllable Material, not purchased by Operator, shall
be agreed to by Opcrator and Non-Operators, provided Operator shall dispose -of normal accumulations of junk and
scrap Material either by transfer or sale from Joint Property.
1. Matecrial Purchased by the Operator or Non-Operators.
Material purchascd by either the Operator or Non-Operators shall be credxted by the Operator to the Joint Account
for the month in which the Material is removed by the purchaser
2. Division in Kind

Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material
received or receivable., Proper credits shall be made by the Operator to the Joint Account.

3. Sales to OQutsiders

Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the
net amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back
to the Joint Account if and when paid by Operator. :

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operators or divided in kind, unless agreed to by Operator and Non- {
Operators shall be priced on the fo]lowmg basis: |
1. New Price Defined :
New price as used in this Section VI shall be the price specified for new Material in Section IV.
2. New Material
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at one"
hundred per cent (100%) of current new price {plus sales tax if any).
3. Good Used Material
Good used Material (Condition “B”), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or

B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account
as secondhand at seventy-five per cent (75%) of new price.

4. Other Used Material
Used Material (Condition “C”), at fifty per cent (50%) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
5. Bad-Order Material
Material (Condition “D”), no longer suitable for its original purpose without excessive repair cost but usable for
some other purpose at a price comparable with that of items normally used for such other purpose.
6. Junk Material
Junk Material (Condition “E’”), being obsolete and scrap Material, at prevailing prices,
7. Temporarily Used Material
When the use of Material is temporary and its service to the Jomt Provperty does not justify the reduction in

price as provided for in Paragraph 3B of this Section VI, such Material shall be priced on a basis that will leave
a net charge to the Joint Account consistent with the value of the service rendered.

VII. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

1. Periodic Inventories, Notice and Represcenfation
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 Opecrator at least thirty (30) dayvs before any
inventory 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-Operalors to accept the m\cmu ‘v taken by
Operator.

2. Reconciliation and Adjustment of Inventories
Rcconciliation of inventory with the Joint Account shall be made, and a list of overages and shortages shall be
furnizhed to the Non-Operators. Inventory adjustments shall be made by Operator with the Joint Account for
overares and shortages, but Operator shall be held accountable to Non-Operators only for shortages due to lack
of rv:sonable diligence.

3. Spcria! Inventories ) .
Special Invenlories may be taken whenever there is any salc 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 agrecd to by
Operator and Non-Operators.

—f—
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: EXHIBIT "D" ‘
ATTACHED TO‘AND MADE A PART OF -
~ STONEWALL UNIT OPERATING AGREEMENT -
ENTERED INTO AS OF NOVEMBER 1, 1973,
BETWEEN YATES PETROLEUM CORPORATION, AS
OPERATOR, AND THE NON-OPERATORS

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) VWorkmen's Compensation Insurance as contemplated by the
laws of the state in which operations will be conducted,
“and Employers' Liability Insurance with limits of not less
than $100,000.00 per employee;

(B) Public Liability (Bodily Injury) Insurance with limits of

’ not less than $250,000.00 for each person, and $500,000.00
for each accident, and Public Liability (Property Damage)
Insurance with limits of $100,000.00 for one accident and
$100,000.00 for any number of accidents;

(C) Automobile Public Liability Insurance covering all auto-
motive equipment used under this agreement, with limits
of not less than $250,000.00 for bodily injury for one
person and $500,000.00 for more than one person in any one
accident, and $50,000.00 for property damage in any one
accident. (If automotive equipment used 1is -owned exclusively
by Operator, no charge will be made to the joint account for
premiums for this coverage except as provided in Section IV,
Paragraph 5 of the Accounting Procedure - Exhidbit "C",)

Except as authorized by Section 26 and by this Exhibit "D", Operator
shall not make.Lany 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.



CAMPBELL & BLACK. r.A.

LAWYERS

JACK M. CAMPBELL GUADALUPE PLACE
BRUCT D. BLACK SUITE | - 11O NORTH GUADALUPE
MICHAEL B. CAMPBELL
WiLLiaM F. CARR
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208
J. SCOTT HALL
PETER N. IVES
JOHDMN H. BEMIS

POST OFFICE BOX 2208

TELEPHONE: (505) 988-442)

TELECOPIER: (505) 983-6043

April 22, 1986

s

( cA-

HAND DELIVERED

R. L. Stamets, Director

0il Conservation Division
New Mexico Department of
Energy and Minerals

State Land Office Building
Santa Fe, New Mexico 87501

OIL CONSERVATION Division

[
Re: Case No. 8818: Application of Yates Petroleum -
Corporation for a Pressure Maintenance Project,
Eddy County, New Mexico.

Dear Mr. Stamets:

Following our conversation of this date, I have reviewed the
problems with the application of Yates Petroleum Corporation in
the above-referenced case, and am authorized to request on behalf
of Yates Petroleum Corporation that this case be readvertised as
an application for salt water disposal well. If the matter could
be included on the Examiner hearing docket scheduled for May 14,
1986, it would be appreciated inasmuch as Yates has immediate
need for this well.

It is further our understanding that if there is no objec-
tion or opposition to this application at the May 14 hearing, the
record of the February 5, 1986 hearing will be incorporated into
this case by reference and the case taken under advisement.

Your attention to this matter is appreciated.

Very truly yoyrs,

. .

-~

William F. Carr

WFC/cv

cc: Mr. Randy Patterson



CAMPBELL 8 BLACK. r.A.

LAWYERS

JACK M. CAMPBELL GUADALUPE PLACE
BRUCHE D. BLACK
MICHAEL B. CAMPBELL
WILLIAM F. CARR
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208

J. SCOTT HALL

PETER N. IVES
: -6043
JOHN H, BEMIS TELECOPIER: (505} 983-60

SUITE | - I1O NORTH GUADALUPE

POST OFFICE BOX 2208

TELEPHONE: {505) 988-4421

May 13, 1986

RECEIVED
HAND DELIVERED
J
Richard L. Stamets, Director MAY 1 1986
0il Conservation Division
New Mexico Department of Oll. CONSERVATION DIVISION

Energy and Minerals
Post Office Box 2088
Santa Fe, New Mexico 87501

Re: Oil Conservation Division Case 8818: Application of
Yates Petroleum Corporation for Salt Water Disposal,
Eddy County, New Mexico.

Dear Mr, Stamets:

Yates Petroleum Corporation hereby requests that the
above-referenced case scheduled for hearing on May 14, be
continued to the Examiner hearings scheduled for May 28, 1986.

Your attention to this request is appreciated.
Very truly yours,
William F. Carr (9

WFC/cv

cc: Mr. Randy Patterson

;.



OFFICE PHONE 746-9336 HOME PHONE 746-9056

ROBERT E. BOLING

EXPLORATION CONSULTANT
305 SOUTH FIFTH STREET

.S
e

New Mexico 0il Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87504-2088

Attention: Mr, Michael E. Stogner

Re: Case No., 8818, at June 12,
1986 hearing

Gentlemen:

This is to advise that I plan to object to the disposal of produced
salt water into the No. 1 Stonewall "YE" well, 1650' FS & 1980' FEL of
Section 30, T20S R28E, Eddy County, New Mexico. It is respectfully
requested that the case be set for hearing on June 12, 1986.

Yours very truly,

£,

Robert E. Boliné

REB:scp

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

Mr. Ernest Padilla
P. 0. Box 2523
Santa Fe, New Mexico 87504



STATE OF NEW MEXICO

ENERGY avo MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POST OFFICE BOX 2088
TOB(JEEVYERAN%#YA STATE LAND OFFICE BUILDING

July 28, 1986 smm:gag,s\aagn_es:genm

Mr. William F. Carr
Campbell & Black
Attorneys at Law
Post Office Box 2208
Santa Fe, New Mexico

Re: CASE NO. 8gls
ORDER NO. R-8265

Applicant:

Yates Petroleum Corporation

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

Sincerely, 3
07X -

R. L. STAMETS
Director

RLS/fd

Copy of order also sent to:

Hobbs OCD X
Artesia 0OCD X
Aztec OCD

Other Ernest L. Padilla




 STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIV]SION
GARREY CARRUTHERS POST OFFICE BOX 2088
GOVEANOR STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
December 3, 1987 (5051 827-5800

Yates Petroleum Corporation
105 South Fourth Street
Artesia, NM 88210

Attention: James S. Brown

RE: Injection Pressure Increase
Stonewall "YE" State No. 1
Eddy County, New Mexico

Dear Sir:

Reference is made to your request dated November 20, 1987,
to increase the surface injection pressure on the Stonewall
"YE" State Well No. 1. This request is based on a step
rate test conducted on this well on November 17, 1987. The
results of this test have been reviewed by my staff and we
feel an increase in injection pressure on this well is
justified at this time.

You are therefore authorized to increase the surface
injection pressure on the following well:

WELL & LOCAT]ON MAXIMUM INJECTION
SURFACE PRESSURE

Stonewall "YE" State No. 1 670 PSIG
1650 FSL & 1980 FEL (Unit J)

Section 30, Township 20 South,

Range 28 East, NMPM, Eddy County,

New Mexico

The Division Director may rescind this injection pressure
increase it is becomes apparent that the injected water is
not being confined to the injection zone or is endangering
any fresh water aquifers.

Sincerely, \ /

{

s

‘ -~ \ [t R
— L/”LL}‘«\W‘J{ \_,v\\\‘f‘-\.a——r \
William J. LeMay -

xc: OCD-Artesia ;
D. McDonald ;
D. Catanach

RS



PATES
 PETROLELIM
# CORPORATION

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

November 20, 1987

Mr. David Catanach

Energy and Minerals Department
0il Conservation Division

P. 0. Box 2088

Santa Fe, New Mexico 87501

RE:

Request for SWD Injection Pressure Increase
Stonewall "YE" State #1 J Sec 30 T20S R28E

Eddy County, New Mexico
Order No. R-8265

Dear Mr. Catanach:

S. P. YATES
PRESIDENT

JOHN A. YATES
VICE PRESIDENT

B. W. HARPER
SEC. - TREAS.

The subject well was limited to 519 psig surface injection pressure by Order
R-8265. Pursuant to Rule 704-C, a step-rate test was conducted on November

No.
17,

The

1987, and was witnessed by Mr. Johnny Robinson of the Artesia District Office.
The test was done by B & D Well Testers, Hobbs, New Mexico (see attached report).

fracture pressure, as determined by B & D Well Testers, is 720 psig surface
flowing tubing pressure.

Yates Petroleum Corporation respectively requests an increase in the pressure
limit to 670 psig.

Thank you for your consideration in this matter.

Sincerely,

A Braon

James S. Brown
Engineer

Attachments

XC:

Mr. Mike Williams - NMOCD Artesia

JSB/cvg



B & D WELL TESTERS

oL, Step Rate Test
Phone (505) 397-3914 Hobbs, New Mexico 88240
Unit
Company Yates Petroleum TestDate 11-17-87 Lease Stonewall "Y.E." St.
Total Depth 3800' Plug Back TD Elevation Well# 1
Csg size  5k" Wt 15.5% @ Set at Perfs: From 2595 To 3685 |Sec30 Twp-Blk 20 Rge 28
Tbg size 2 7/8 wt d Set at Perfs: From To County Eddy  State New Mexico
Producing thru Packersetat 2524 Co.Rep Jim Brown
Weli Information
Time Elap Rate Total Surface
of Time BBLS BBLS Surface PS! Cor BHP Remarks
Reading Per Per PSIG for
Hrs. Day Rate Friction
8:45 S.I. 370
9:00 Start 180 370
9:05 180 390
9:10 180 395 Total BBLS
9:15 :15 180 1.8 400 1.8
9:20 - 670 410
9:25 670 410
9:30 :30 670 5.7 415 8.5
9:35 1000 430
9:40 1000 430
9:45% : 45 1000 10.5 435 - 9 426 19.4
9:50 1500 460
9:5% 1500 470
10:00 1:00 1500 15.6 470 - 17 453 35.0
10:08 2000 - 500
10:10 2000 510
10:15 1:15 2000 20.6 515 - 33 482 55.6
10:20 2500 535
10:25 2500 540 :
10:30 1:30 2500 26.0 540 - 46 494 81.6
10:35 3000 575
10:40 3000 610
10:45 1:45 3000 31.2 620 - 60 560 112.8
10:50 3500 655
10:55 3500 670
11:00 2:00 3500 36.4 680 - 85 595 149.3
11:05 4000 695
11:10 4000 710
11:15% 2:15 4000 41.6 710 ~106 604 190.9
S #2




B & D WELL TESTERS

R Step Rate Test Page #2

Phone (505) 397-3914 Hobbs, New Mexico 88240
Unit
Company Yates Petroleum TestDate 11-~17-87 Lease Stonewall "Y.,E." St.
Total Depth 3800'" Plug Back TD Elevation Well# 1
Csgsize 5h" Wt 15.54 d Set at Perts: From 2595 To 3685 [Sec 30 TwpBlk 20 Rge 28
Tbg size2 7/8 wt d Set at Perfs: From To County EAdy  State New Mexico
Producing thru Packersetat 2524 Co.Rep Jim Brown
Waeli Information
Time Elap Rate Total Surface
of Time BBLS BBLS Surface PSI Cor BHP Remarks
Reading Per Per PSIG for
Hrs. Day Rate Friction )

11:20 4500 750

11:25 4500 760 Total BBLS

11:30 2:30 4500 46.8 770 -134 636 237.7

11:35 5000 795

11:40 5000 810

11:45 2:45 5000 52.0 810 -166 644 289.7

11:50 5500 850

11:55 5500 860

12:00 3:00 5500 57.3 860 =195 665 346.9

12:05 6000 890

12:10 6000 900

12:15 3:15 6000 62.5 910 =225 685 409.4

End Tes

12:16 5 minpte falljoff 720

12:17 7900

12:18 660

12:19 640

12:20 620
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