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P N
~ SRR
£ S. P. YATES
i I E 5 CHAIRMAN OF THE BOARD

* MARTIN YATES, Il & N JOHN A. YATES
1912- 1985 B / PETRUL PRESIDENT
%4/ CORPORATION

1936 - 1986 - /_‘/:a/:_‘/’ EXECUTIVE VICE PRESIDENT

RANDY G. PATTERSON
SECRETARY

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

April 26, 198°

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

TO: WORKING IHNTEREST OWNERS
ADDRESSEE LIST ATTACHED

Re: Geneva 'UI' #1
Township 6 South, Range 25 East
Section 20: NWi
Chaves County, New Mexico

Gentlemen:

Yates Petroleum Corporation proposes drilling a 4250' Abo test 660' FNL and
1980' FWL of Section 20, T6S-R25E, Chaves County, New Mexico. We invite you
to join with us in drilling this well.

Our AFE in duplicate and Operating Agreenent are enclosed for your review.
If satisfactory, please sign and return one (1) copy of the AFE and the extra

signature page to the Operating Agreement.

We hope to spud this well on or before June 12, 1989 and respectfully request
your prompt attention to this proposal.

Should you have any questions, please feel free to call.
Thank youa.
Very truly yours,

YATES PETROLEUM CORPORATION

quwl /? acdoe—o

Janet Richardson
Landman
JR:blf YATES PETROLEUM CORPORAT ION
Case No. 9675
Enclosurcs 6/07/89 Examiner Hearing
Exhibit No. 2



Plains Radio Brcadcasting Co.
P. O. Box 9354
Amarillo, Texas 79105

Wes-Tex Drilling Company
P. O. Box 2895
Abilene, Texas 79604

Kemp McMillan
P. O. Box 554
Pilot Point, Texas 76258

5/89

GENEVA "UI" #1
WORKING INTEREST OWNERS

Fred F. Pool Drilling Company
P. 0. Box 1393
Roswell, New Mexico 88201

Jack T. Cargill
P. 0. Box 156
Springer, New Mexico 87747-0156

James C. Crain
P. O. Box 460
Dallas, Texas 75221

Mercury Exploration Company
1619 Pennsylvania Ave.
Fort Worth, Texas 76104

James K. Lusk
2115 Barnett Drive
Roswell, New Mexico 88201

Yates Petroleum Corporation

Yates Drilling Company

Abo Petroleum Corporation

Myco Industries, Inc.

105 South Fourth Street

Artesia, New Mexico 88210
ATIN Janet Richardson



BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION :
OF YATES PETROLEUM CORPORATION : -
FOR COMPUJLSORY POOLING, CHAVES : CASE NO. 9‘ 79
COUNTY, NEW MEXICO :

AFFIDAVIT OF MAILING

STATE OF NEW MEXICO )
COUNTY OF EDDY 3 °5

PATTI WIER, being first duly sworn, upon oath, states
that the notice provisions of Rule 1207 of the New Mexico 0il
Conservation Division have been complied with, that Applicant has
caused to be conducted a good-faith diligent effort to find the
correct addresses of all interested persons entitled to receive
notice, and that pursuant to Rule 1207, notice has been given at
the corract addresses as provided by such rule.

In support hereof, affiant states that true copies of
the Appl.ication of Yates Petroleum Corporation for Compulsory
Pooling, Chaves County, New Mexico, were mailed in accordance
with Rule 1207, to each known individual owning an uncommitted
leasehold interest, an unleased and uncommitted mineral interest,
or royalty interest not subject to a pooling or unitization
clause in the lands affected by such application, which interest

must be committed and has not been voluntarily committed to the

YATES PETROLEUM CORPORAT ION
Case No. 9675
6/07/89 Examiner Hearing
Exhibit No. 3



area proposed to be pooled or unitized, in securely sealed, certi-
fied mail, return receipt requested, postage prepaid envelopes,
addressed to the following named parties:

Plains Radio Broadcasting Company
P. 0. Box 9354 '
Amarillo, Texas 79105

Fred F. Pool Drilling Company
P. O. Box 1393
Roswell, New Mexico 88201

Mercury Exploration Company
1619 Pennsylvania Avenue
Fort Worth, Texas 76104

Wes-Tex Drilling Company
P. 0. Box 2895

Abilene, Texas 79604

Jack T. Cargill

P. 0. Box 156

Springer, New Mexico 87747-0156
James K. Lusk

P. 0. Box 2057

Roswell, New Mexico 88201
Kemp McMillan

P. 0. Box 554

Pilot Point, Texas 76258
James C. Crain

P. 0. Box 460
Dallas, Texas 75221

on the lst day of May, 1989, as reflected by the copies of the
letters transmitting such copies of the Application and the
return receipts executed on behalf of the addressees, attached

hereto.

Ao Heer

Patti Wier




SUBSCRIBED AND SWORN TO before me this 1lst day of May,

1989, by PATTI WIER.

My commission expires: ibdﬂdﬁ; @Q, Eg)
L-2-90 Notary Publ




May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Plains Radio Broadcasting Company
P. O. Box 9354
Amarillo, Texas 79105

Re: Geneva "UI"™ No. 1 Well
Township 6 South, Range 25 East, N.M.P.M.
Section 20: NW/4
Chaves County, New Mexico

Gentlemen:

Enclosed, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989,

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER
[}
///-'4§:£c¢/;{§1¢6¢£24bz4}7’7
Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R. Vandiver James W. Catron DICKERSON, F‘ISK & VANDIVER

Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841 ATTORNEYS AT LAW



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Fred F. Pool Drilling Company
P. 0. Box 1393
Roswell, New Mexico 88201

Re: Geneva "UI" No. 1 Well
Township 6 South, Range 25 East, N.M.P.M.
Section 20: NW/4
Chaves County, New Mexico

Gentlemen:

Enclosed, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989.

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER
Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R. Vandiver James W. Catron DICKERSON, Fisk & VanNDIVER

. . - ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mercury Exploration Company
1619 Pennsylvania Avenue
Fort Worth, Texas 76104

Re: Geneva "UI" No. 1 Well
Township 6 South, Range 25 East, N.M.P.M.
Section 20: NW/4
Chaves County, New Mexico

Gentlemen:

Enclos=2d, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989.

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,

DICKERSON, FISK & VANDIVER
(:::f£§Z£¢¢/;{§l¢¢;é244L¢F7’7

Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R. Vandiver James W. Catron DICKERSON, FISK & VANDIVER

ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Wes-Tex Drilling Company
P. O. Box 2895
Abilene, Texas 79604

Re: Geneva "UI" No. 1 Well
Township 6 South, Range 25 East, N.M.P.M.
Section 20: NW/4
Chaves County, New Mexico

Gentlemen:

Enclos=2d, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearingy is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989.

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER
Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R Vandiver James W. Catron DICKERSON, F\ISK & VANDI\IR

ATTORNEY, N
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841 ORNEYS AT LAW



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Jack T. Cargill
P. O. Box 156
Springer, New Mexico 87747-0156

Re: Geneva "UI" No. 1 Well
Township 6 South, Range 25 East, N.M.P.M.
Section 20: NW/4
Chaves County, New Mexico

Dear Mr. Cargill:

Enclosed, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989,

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER
Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R. Vandiver James W. Catron DickeRrsoN, Fisk & VANDIVER

ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James K. Lusk
P. 0. Box 2057
Roswell, New Mexico 88201

Re: Geneva "UI"™ No. 1 Well
Township 6 South, Range 25 East, N.M.P.M,
Section 20: NW/4
Chaves County, New Mexico

Dear Mr. Lusk:

Enclosed, please find a copy of the Application of Yates Petro-
leum Ccrporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989,

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER

C:::é%z;aa/;{gzcc;éz4nz¢*7’7

Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R Vandiver James W. Catron DICI(ERSON, FISK & VANDI\'ER

ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Kemp McMillan
P. O. Box 554
Pilot Point, Texas 76258

Re: Geneva "UI"™ No. 1 Well
Township 6 South, Range 25 East, N.M.P.M,
Section 20: NW/4
Chaves County, New Mexico

Dear Mr. McMillan:

Enclosed, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989,

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER
Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson John Fisk David R. Vandiver James W. Catron DIC](ERSON, FISK & VAI\YDI\“L-.R

Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841 ATTORNEYS AT LAW



May 1, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James C. Crain
P. 0. Box 460
Dallas, Texas 75221

Re: Geneva "UI" No. 1 Well
Township 6 South, Range 25 East, N.M.P.M.
Section 20: NW/4
Chaves County, New Mexico

Dear Mr. Crain:

Enclosed, please find a copy of the Application of Yates Petro-
leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on May 24, 1989.

Please contact the undersigned if you have any questions regard-
ing this application.

Sincerely yours,
DICKERSON, FISK & VANDIVER
Chad Dickerson

CD:pvw
Enclosure

cc: Yates Petroleum Corporation

Chad Dickerson <ohn Fisk David R. Vandiver James W. Catron DICKERSON, F‘ISK & VAI\TDI\-ER

ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841



P 920 34t 9419

RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

PT49ns Radio Broadcast

Steet and No

P, O. Box 9354

P D State and ZIP Code

Amarillo, TX 79105

Postage S

Certified Fee

Srecial Delvery Fee

Restrctea Dehvery Fee

Return Receipt showing
to whom and Date Debvered

P 920 34% 950

RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

F¥eéd F. Pool Drilling ¢

LO.

Street and No

P. O. Box 1393

P O . State and Z2IP Code

Roswell, NM 88201

Postage S

Cerntfied Fee
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to wnom and Date Deliverec
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P 920 34k 953

RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

J8¢k T. cargill

S'reet and No

P. 0. Box 156

P O . State and ZIP Code
Springer, NM

87747-015b6

Pstage S

Certitied Fee

Special Detivery Fee

Rastricted Delivery Fee

Rzturn Receipt showing
to whom and Date Delivered

P 920 34 S5Y

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

{See Reverse)

Fies K. Lusk

Street and No

P. 0. Box 2057

P O . State and ZIP Code

Roswell, NM 88201

Postage S

Certified Fee

Special Delivery Fee

Restricted Delvery Fee
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SENDER: Complete items 1 and 2 when additional services are desired, and complete (tems 3
snd 4.
Put your sddress in the “RETURN TO" Space on the reverss side. Fallure to do this will prevent this
oerd from being returned to you.

. For additionsl fees the following serv| are svailsble. Coneult
postmaster for fees and check box{es) for sdditions! service(s) requested.
1. O Show to whom delivered, date, snd addressee’s address. 2. [0 Restricted Dellvery

t(Extra oharge)*t t(Extra charge)t
3. Article Addressed to: 4, ArticlPNm 346 949
Plains Radio Broadcasting Co. Tyre of Servie:
P. Oo BOX 9354 ROQiStOde D"\‘und
Amarillo, TX 79105 Certified O cop
D0 Express Msll

Always obtsin signature of sddressee
or agent and DATE DELIVERED.
5. Signature — Addressee 8. Addressee’s Address (ONLY if

requested and fee paid)
S v
7.(?ate 6f Delivery MAY - 2
P§ Form 3811, Mar. 1987 * US.G.PO. 1987-178-268 DOMESTIC RETURN RECEIPT

.SENDER: Complete items 1 and 2 when additional services are desired, and complete items 3
and 4.

Put your address in the “"RETURN TO" Space on the reverse side. Fallure to do thln will prevent thln
card from being returned to you. Th urn [} fe Il prov u

m hi
delivered to and the date of delijvery. For additional fees the following services are avallable. Comult
postmaster for fees and check box(es) for additional service(s) requested.

1. D Show to whom delivered, date, and addressee's address. 2. O Restricted Delivery
t(Extra charge)t t(Extra charge)t

3. Article Addressed to: 4. Article Number

P 920 346 950
Fred F. Pool Drilling Co. Type of Service:

P. 0. Box 1393 ﬂ:egistered O insured
0O

Roswell, NM 88201 Certified O cop

xpress Mail

Always obtain signature of addressee
or agent and DATE DELIVERED.

5. Signature — Addressee 8. Addressee’s Address (ONLY if
X requested and fee paid)

6. Sig ture — Agent
X/ 7 ’f %/ %/
7. Date of Delwerv
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.SENDER: Complete items 1 and 2 when additional servi¢es are desired, and complete itams 3
and 4.

Put your address in the “RETURN TO'’ Space on the reverse side. Falluu to do this will prevent this

c.rd from belng returned to you. urn fi me of th n

he e of deliv For additlonal fees the followlnq urvlcoc are avallable. Consult
pottmntar for fees and check boxia) for additional service(s) requested.

1. O Show to whom delivered, date, and addressee’s address. 2. [ Restricted Delivery
t(Extra chargejt t({Extra charge)t

3. Article Addressed to: 4. Article Number
P 920 346 951

Mercury Explq}ation Co. Type otegervice:
1619 Pennsylvania Ave. L] Regh 8"‘5""’*’
Fort Worth, TX 76104 Certified coo
xpress Mail
Always obtain signature of addressee
or agént and DATE DELIVERED.
5. Signature — Addressee 8. Addressee’s Address (ONLY if
X requested and fee patd)
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SE;U‘DEI COmnlm ftoms 1 and 2 whon additional services sre desired, and complete items 3 .
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o P 920 346 952
Wes-Tex Drilling Co. Type of Service:
P. O. Box 2895 egistersd O insured
Abilene, TX 79604 Certified 0 coo
O &xpress Maii
Always obtain signature of addresses
A or agent "F DATE DELIVERED.
5. Signature -/Addressee 8. essee’s Address (ONLY if
X / ‘ ‘ ested and fee paid)
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X
7. Dste of Delivery MAT 3 ‘ng ;5 c
£
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.SENDER: Complete items 1 and 2 when additional services are desired, and complete items 3
and 4,

Put your address in the “"RETURN TO’ Space on the reverse side. Fallure to do this will prevent this
card from being returned to you. The return receipt fee wlll provide you the name of the person
delivered to and the date of deiivery. For additlonal fees the following services are available. Consult
postmaster for fees and check box(es) for additional service(s) requested.

1. O Show to whom delivered, date, and addressee’s address. 2. O Restricted Delivery

t(Extra charge)t t(Extra charge)t
3. Article Addressed to: 4. Article Number
. P 920 346 953
Jack T. Cargill Type of Service:
P. O. Box 156 O Registered O insured
Springer, NM 87747-0156 Certified 0 coo

h N

press Mail

Always obtain signature of addressee
or agent and DATE DELIVERED.

5 Signature — Addressee 8. Addressee’s Address (ONLY if

requested and fee paid)
6. Slgﬁre Z)Agent
PN L
7. Date of Dehv_erv
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SENDER: Complete items 1 and 2 when additlonal services are desired, and complete items 3
and 4.
Put your sddress In the “RETURN TO" Space on the reverse side. Fclluro to do this will prevent this
card from being returned to you.
f

MMMIMMXLL#IILH or sdditional fees the ollowlnc services are available, Consult
postmaster for fees and check box(es) for additionasl service(s) requested.
1. O Show to whom delivered, dste, snd sddresses’s address. 2. O Restricted Delivery

t(Extra charge)t t(Extra charge )t
3. Article Addressed to: 4. Articte Number
P 920 346 954
James K. Lusk Eype of Sarvice: O
Registered Insured
Rosuelr i 88201 rified 1 coD
’ 10 Express Mail :

Always obtain signature of addressee
or agent and DATE DELIVERED.

5. Signature — Addressee 8. Addressee’s Address (ONLY if
X requested and fee paid}
6. Signature — Agent
x v ]
7. Date of Delivery .-
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SENDER: Complete lterns 1 and 2
and 4.

card from being returned to you..

1.
' t(Extra charge)t

Put your addrges In the “"RETURN_T.Q" Space on the reverse side. F-llun to do this will prevent this

postmaster for fees and check box .)' for sdditional service(s) requested.
O Show to whom delilvered, date, and addressee’s address.

when additional services sre desired, snd complets Items 3

or additiona! fees the ollowlnc services are available. Consuit

2. O Restricted Dellvery

t(Extra charge)t

3. Article Addressed to:

Kemp McMillané}

P. 0. Box 554

Pilot Point, TX
Yy

76258

4. Article Number
P 920 346 955

Type of Service:
Registered O insured
rtified O cop
O Express Mail
Always, obtain signature of addressee

or sgent and DATE DELIVERED.

5. Signature — Addressee

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

X Qﬁmbl
6. Signature — t
X

7. Date of Deli?/é ?/}7
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and 4.
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SENDER: Complete itemns 1 and 2 when sdditional services are desired, snd complete items 3

hi
For additional fees the followlna services are available. Consuit
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O Show to whom delivered, date, and addressee’s sddress.
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James C. Crain
P. 0. Box 460
Dallas, TX 75221

4, Article Number
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[0, Registered O insured
rtified O cop

:B Express Mail

Always obtain signature of addressee
or agent and DATE DELIVERED.
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X

D)
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requested and fee paid)

6 /stgnature Agent
X / BBy AEEIN L

7. Date of Delnvery
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S. P. YATES
I E 5 CHAIRMAN OF THE BOARD
N JOHN A. YATES
y PETROLELM
CORPORATION revTon vaTES
EXECUTIVE VICE PRESIDENT

MARTIN YATES, 1l
_.l“‘
RANDY G. PATTERSON

1912 - 1985
FRANK W. YATES
1936 - 1986

SECRETARY
_1 05 SOUTH FOURTH STREET DENNIS 6. KINSEY
ARTESIA, NEW MEXICO88210 TREASURER

TELEPHONE (505) 748-1471

June 2, 1989 /=J

Figgi Natural Resources, Inc.
P. O. Box C 32063
Richmond, Virginia 23261

Attention: Mr. Burton Brown

Re: Proposed Geneva "UI" #1
Township 6 South, Range 25 East
Section 20: NW/4
Chaves County, New Mexico

Gentlemen:

As per our telephone conversation today, we intend to spud the captioned well on
or before June 12, 1989. I am extremely sorrxy we had not been informed as to the
transfer of interest from Mercury to Figgi. For your information, I am enclosing
a current plat of the area which shows the wells which have been drilled.

Our geologist, Leslie Bentz, who handles this area is unfortunately out of the
office for the next two weeks; however, Mr. Fred Pool of Roswell, New Mexico,
(505) 623-8202 is very knowledgeable about the area and would be able to answer
most of your questions.

Should you not wish to join, we invite you to farmout your interest to us
reserving a 5% overriding royalty until payout, with the option to convert
retained overriding royalty to a 1/3 working interest, after payout, all subject
to proportionate reduction. Should you be interested in farming out on this
basis, please sign and return this letter, as soon as possible and we will
forward ths formal agreement for your signature.

Should you decide to join, we ask that you sign and return one copy of the

Authority for Expenditure and signature page to the Operating Agreement that
Mercury sent to you.

Please, either Federal Express these papers to the above address or our telecopy
number is (505) 746-6480.

YATES PETROLEUM CORPORAT ION
case No. 9675 .
6/07/89 Examiner Hearing
Exhibit No. 4



Figgi Natiaral Resources, Inc.

June 2, 1389

Page 2

Thank you for your speedy consideration of this matter.
Very truly yours,
YATES PETROLEUM CORPORATION

net Richardson
Landman

JR/mw
We would like to farmout on the terms set out above.

Figgi Natural Resources, Inc.

By

Title

Date




21 Y400 I
] Jar nung

J e | R Y
v - . nbcry~ R -
~ o 30rewee] i i | el T
1 (Crboicy —29— — _ 28 e a0 - A
N P Yates §; 23610 ,'RR-‘"—"‘H-U‘\ 27 3 ~e e ¢ e
phrcha -Fed.” | 2ea8y |sanders k2 Ja:k nbe 10 26 e
- —_— Pet 1 £ ssgc s '3¢t 25
4 Apo Pt to4us” |
' 37 danl Y | o o ::4 c'o
' rovt- i - o . -ty
| u.s. Dl",%w'f us :n Fed 3:5 ax Mmgm Fed ‘\Mana b o ¥ Everetie Fad 2.00
H Vcas l Sanders Pet i 2L L5 ; 4,?5 m-Fed E?/fl Am}&l ” - .
2+ 88 ’g"w‘:‘ gz | Grynberg Yoy (Stringer 0g,G gy F"ed Pool Orlg. Y us 281 Everette fou
316 KA1 Gacday | e CorsEsSt Edorit 32 (Plains n-ay yi ALY
5 | 16-566 N 37345 Radso,etal k3 (J-CE Lbd Yares Fer
. Z2
aL:ezszi Yodes Fot nss. (4I-CC 1hd
fo H4 ) v Em I e o ; Lo-se7
Huggins Orow I L‘rw re-xe Ky a2 101 ;"*‘5
A
Y R Ml A A g ey~ Sheenon Fed " ‘% I ‘” o i :
" Yetesfer eror | Jd-CC Ld ] —33 34 S ; re
L I, | 59z 2 2 Yotrs etai 5"”" s Ini
i 2 Wer °° 3053 N
: a o Grl ber 1ML ’ ';-q-lﬁY s‘gzg’c' {‘f‘ TBI Y"§!< ﬁcl
! | Griberged 0391 n
H Jx PAT ey 22m.l E“&
fmoer- x| %9 - " - {
§ Fe ! { g%';gefy-ﬁ omfc Fed.” {l\l 3\ mi yerar M":‘ff,’]a”‘ Ve 2 v/ .
, = " s N K4
=+ Ll A "o 7#‘ JC Narl, e ] “kisner-Fed Grafa- 3% 1z Grynberg-st
T T Mes Pet <} 3 21 n i ” s Us Fed™ Tamu| Tz Stade
< Mesa Pet: WS‘JM : “ L ;q ' 4| Elf
. 1456¢ T . 1906 6 et 5 w &E‘M’“s,ﬂ Great Wes*ern Zlogven’ “i
i 1 us.  vessFed” us s ped® 14980 Xths s mil zotwesth 1586 5% Yafes Per, ca 4333
i -+ , fa . U.S. “ess.Fed.” 15062 U Yeaamit. | Skimney-st 2 o190
4 Jack Grynberge Assoc x4 Mesalz' | westn Reserves L | ~auei Fed - 2 tgte 7Y
“J“_’CSSLH il 1 12493 2 2 MesoPet. W™ s et yetes Pet x 10avoilss o] Yobes pe+_
..u?’_,{ ZoMm. 2L e s esre 10283 ‘tf | wesirn | K eds ind s Yates
2 J2ME ,S“‘ a9mil. 1983 i;-t:-( Pet -
" -I,‘,E ll I vates TN -
24Mil 2Mit. -RJ oes N
< . ot s
12 L 47 Sonred”_ * o oo
T esa 1 r— 8- g . | o K
23 et i0 Ciers 5 <
7 i | _;:g | MesaPet. (R R verwn
[RXVH! 12986 14754 . | ] 3um, * C Vanan
13 -l SMH | etal 3¢5 ¢
———}-—4 L - — | 1@ nt
. " Pigins Radic,etal 4t | Homer Ode
Hobbs Cany-Fed. ¥ ~ . “ . 2>RJ }
D y-Fed 10:25 82 19-42 82 | “Bravo-Fed #3 Foreman-Fed ¥ . . E sun | | . vetes Pet
g Us. 22M1 JHan  Longley-Fed T, semi xx | : % (U C.vandie
- G anberg €, ASS0C 4 ¢s EMi g5 s 7, i Powers| South Ainali-F2d Lant
1380 - &hﬁaﬂ_yhd& J Fred Poot Orig.| Mesaler Tnomeg;Fod U L i Us N Canﬂ‘:_ﬂi B
04004 <. (PlansRadio,etal)] 20337 ',};{7 ey it . a"rm"fi] Yo+ *
Fred Pool | Ffed Pool ;- Tonit MM ctes Pt Vates -;} e oies Yates U Yotes
105135° | 04000 - —zi Mesafet L6-4333 553 T ) ere | 5% 10263 14755
44-CC, Ltd. O/R o CCLid CR) Zediora- Mesa Pet ise62 | |
HBP | |
1795 FM“ ?754 . o0 4.00 | . 3N
13 5,5,,1,.):;9. F 5 18 Foreman-Fed ~ 6.8 ¢ ek | Thomas- XF |
: @Fbrm pisc. | Fogeran” " " -7 T3-4F} LF’\ IG edRockFed 15 i | Fed” M 14
C125'6 | roremontt 2 , 5 Yates Pet ot o
- - ] Jwgarn ¥2 17MiL. us l *‘ vﬂ E«:;M.. 12:%?‘3’ -T,v 102632 | | Yates F'd. o [oavo.;
vates 4o’ I FreaFon Fed _ "s
P Fredive &’"‘5 I ehal ped reggng! Plgins Rad o etol Davor3sy . J | IS5 s {7 ""|
Y Tarn | () Te e oz 10-25-82 10-9-92 et westn] 5“7 .
ve Corn Bros..i Rodo2 ra3) MPRY2 4 T T ‘c_s Qo 5-a40 - e | '
< s, inc. ICornBros inc. B £ 7, , 1 "kmnel,'-Sf o oo Py R
Ja-ce Fred Pool,Jr, etal zcenan g mecorn ) 4 Tt sl ] O mignksys | " . !
¢ a Pi : £ S, ; c-red.” *
J’s X Plam, Radis 2 F lfai'ﬁ"’"?jp 3,11—' cur_é| Ul Yous Pet Yares %‘Fe; IYﬁeng Fowers-Ted. US. 1
e 5. 90 Piains Aad e C& 2. 89 5712 89 | 1593 ] Dovoil,35% (Davoit 35%)
1735 e aa 1183 ~ === o ros inc. 0382 j.am wge 14755 6reat western Great westh ;2
J €. NMesa 2|Dovoisgwestn |Fed. 32092 }— — 1 _‘ 7-1-82 15962 1.9M
crain §pet vz G Wots [Res. £L. EL Dovon L 15862
L 327, deusbé‘r:p( Tsaed? | Tinas Foemaqforemdn Coanirt” " , Vf?;;’,, G"v“lw?zﬂm “ 3
¢ o — — . ] SO A ‘- e "
LT 24 us _yg.us lcornz {cori P oY G | 1ie 15862 Guail-Fed.
O bty 3 Miesa Pet. — 2= — - — 22— — v
gl 18799 Assur- o Mersa Pet “ores (- Meso Pet. 72 23
us Corn Brus Inc. orre bt LAMIE 20800 sTes Public Lds Expl ™ Yates Pet. etc
- ; 'Eﬁﬁlﬁ (Fred Poot,Jr,etal Y2} ew | ’:(‘55; 2005 oo mi
:s‘e etal A “ o 3:(” R'gz;;as' - " “Rie” | Y;'gsp‘ et
Tes’s ssurance Home, etal McDermeH Iy € Tglal - ,
: 224 HG Bedford % A us McOermetietol 11?1 ;:gsf: "é’é'{?e'*a " J w‘“ seSoere Y ot
Jc.Crain Ciel N 0.6 ¥3._ acro Mins. efaty
2 4] J. Grynbe us el/ etal
‘e,atal 3 27 9 ‘O‘ll 3 :‘:30_75; %f {M7s s.Mm;g "JEZ_ Y,f,?:; 1 wares Pet. Sorex BI:shop'f‘
s L 284 . ; ! . Yaks, 54
B T isf8 lo-aryca yoeatord | D'”’ﬁ“”""'“""”# b : Yates Pet. CEOT e e
-a;:.,y‘%:, : RTINS MTS:M whser § weshd ervtsl JJ-CC Ltd. ! 147535 Vartes Pet :;;g;
hter v et l i +19-80 P 1143&‘; s i ‘:"g:_, . " ; 10588 |
Voot weomn fieeut-Ts Bravo- -"’”g Thomos-Fea US * |
<Cleflon Oif — frerres, euﬁu e, NicCiehan O 5 - =
7 5 8t e | VAT MesaPet] West h Reserves :
bar a5 Bed|  aawrs Jowes | %2 12438 Meso Fet. - 502,7 26
Johnson, Jr Jhrdu.. us “Brovo-Fed.’ - R ) 18
TEEon Gl | yecTaflanOn  MTS2, Mega : _ | AboDisc.vg o ALION: PPN A, i
ain Y 1edo ety 1SN f 23N e TLEo00 u,rg;'i'-'— {
: : 29413 ormo R, cnersonll sustie west vrane 4 DIAI0-6-82 o .
> 3 £ Boley Doi LWaRTE  Bedord]| " wome,eta” Xewi He o |
N !r,_ ——Te . - Us. HG T.(€C.1 Bedford 3/4 ve | eeorce amat 1" Cottfonwm
.eto ! Yates Neves Vet a3t | MesaPet o ;’5* " eorae-Fed.” l,.S Fec
Eo T
z}.‘. P 9 oM ¢ %) 9 ML Yd:ts Pet. 5G4 py logispﬁ Y wec Yares
1z — el 14755 . 10563
s0¢ KB _24 Snel Mesa Pet. Yates Pet o 4 HEC NW/e. 1o B &
Ciada Strohover (R 16-4337 2¢P 0 = ' HBC y.s, beerge-
naseesreiss | ¥ 3% i e gaal el | e
Cleda Srell. i £ . Fonl o= I-SA
36 ?Sn 231 “Rict 32 “iAi0al e ) s t_A’:’-'.lmey E ; 7“3‘2 ')} Yotes Pet
| mesaret Lssors: 33 Evaice Hoer,
ey *34 35
20337 ! K Bed.
o Ford%
i mesg r: Ml -
. .
X di. 3. oy K o 20U Porvers- 1oL (JJ-LCLig) P o p
T To4z41 lj; Bedford-Fed Sparrow 5. P Fed” 5 03T pp s pacgral it Sacra
ys siote me 1 | 35A
B Hi i . U< 770 Mleyr L wecare | FE - Sacro mins.eta
K4 El 2 ) 41 3 Fi i —a] y & (Penn.tisq W W Honcock V=
Pet 4 31 21 i “ E2l "
i oLl 1 pe esa et E7 PV B e R
1 ] 20162 Yates Pe+
v es Y 1. + L i S | 14993 .
Yates T-0-81 Moralo ZTS% [— L "L ‘l‘ — —L _L_ _L ) _1_
1-1-07 Lo a2 tgrapsa 7‘lm:s #l 2 ) B L1 _
“i::“ I ’ 6 HﬁP LSLS;A TV o zaal 3 AM . ¢ RM 16-2462
i — 50 5 4 1S Mt 3 ' 16ml
! HBC Swid
3 M
- o ;
| —7{ " . Sava_qe Fed.” M'?L 1 2Mi Thorpe- Fed 4
4 Coyote-Fed 0L word T Torses 75— ]
Y crove 7Yt giain-Fed.~ (M2 Harvey,Jr b Mo -
< 1 Crabe state Us \ ”M}} Y0105 | Yotes o9 % < D "
. A0 Ty OAIze-es od&—gg-;,d © e | R Conejo- 5t
L — . 2ndi cente
A T
clavenc Arver




BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF YATES PETROLEUM CORPORATION
FOR COMPJLSORY POOLING, CHAVES
COUNTY, NEW MEXICO

CASE NO. 9675

AFFIDAVIT OF MAILING

STATE OF NEW MEXICO )
COUNTY OF EDDY ; >°

PATTI WIER, being first duly sworn, upon oath, states
that the notice provisions of Rule 1207 of the New Mexico 0il
Conservetion Division have been complied with, that Applicant has
caused to be conducted a good-faith diligent effort to find the
correct addresses of all interested persons entitled to receive
notice, and that pursuant to Rule 1207, notice has been given at
the corract addresses as provided by such rule.

In support hereof, affiant states that a true copy of
the Application of Yates Petroleum Corporation for Compulsory
Pooling, Chaves County, New Mexico, was mailed in accordance with
Rule 1207, to each known individual owning an uncommitted lease-
hold intasrest, an unleased and uncommitted mineral interest, or
royalty interest not subject to a pooling or unitization clause

in the lands affected by such application, which interest must be

committed and has not been voluntarily committed to the area

ION
YATES PETROLEUM CORPORAT

75

se No. 96 _

6/07/%3 Examiner Hear ing
Exhibit NoO.



proposed to be pooled or unitized, in a securely sealed, certifi-
ed mail, return receipt requested, postage prepaid envelope,
addressed to the following named party:

Figgie Natural Resources, Inc.

P. O. Box C-32063

Richmond, Virginia 23261

Attention: Burton Brown
on the 6th day of June, 1989, as reflected by the copy of the
letter transmitting such copy of the Application and the copy of
the certified mail receipt attached hereto.

L K

Patti Wier

SUBSCRIBED AND SWORN TO before me this 6th day of June,

1989, by PATTI WIER.

Notary Public

A
My ¢ ﬁé%slabexpiresz ﬂa/\/\(’l A )0/1]11/\/



FiSK, VANDIVER & CATRON

ATTORNEYS AT LAW

SEVENTH & MAHONE / SUITE E
ARTESIA, NEW MEXICO 88210

(505) 746-9841
JOHN FISK

DAVID R. VANDIVER

FAX
JAMES W. CATROM

(505) 746-4208

June 6, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Figgie Natural Resources, Inc.
P. 0. Box C-32063
Richmond, Virginia 23261

Attention: Mr. Burton Brown

Re: Geneva "UI" No. 1 Well
Township 6 South, Range 25 East, N.M.P.M,
Section 20: NW/4
Chaves County, New Mexico

Gentleman:

Enclosed, please find a copy of the Application of Yates Petro-

leum Corporation for Compulsory Pooling, Chaves County, New Mex-
ico.

Hearing is scheduled before the New Mexico 0il Conservation Divi-
sion, in Santa Fe, New Mexico, on June 7, 1989,

Please contact the undersigned if you have any questions regard-
ing this application.

Very truly yours,

VANDIVER &LCZN
David R. Vandive

DRV :pvw
Enclosure

cc: Ms. Janet Richardson
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S. P. YATES
CHAIRMAN OF THE BOARD

MARTIN YATES, Il JOHN A. YATES

1912 - 1985 PRESIDENT
FRANK W. YATES PEYTON YATES

1936 - 1986 EXECUTIVE VICE PRESIDENT
RANDY G. PATTERSON

105 SOUTH FOURTH STREET SECRETARY

DENNIS G. KINSEY
ARTESIA, NEWMEXIC0O88210 TREASURER
May 19, 2989 TELEPHONE (505) 748-1471

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mrs. Geneva Bradshaw
709 S. Austin
Comanche, Tx. 76442

Re: 0il and Gas Lease
Township 6 South, Range 25 East
Section 20: E&NW, NE
Section 21: Wi3iNW
Chaves County, New Mexico

Dear Mrs. Bradshaw:

I am enclosing several documents relating to your interest in captioned
acreage. As you can see, we contacted the other owners in this area a few
weeks agc and unfortunately had trouble tracking down your address.

You have recently been contacted by myself, Mr. Whitt Cline and Mr. Jim
Gilmer regarding leasing your interest and hopefully by the time you receive
this letter will already have leased your interest to Marsh Operating
Company.

Should ycu not lease your interest to Marsh, we invite you to join with us in
drilling the well as described on the Authority for Expenditure and Operating
Agreement and letter dated April 26, 1989.

Should you not wish to lease or join with us in driling this well, we have
set up a hearing in Santa Fe to pool your interest in the spacing unit so we
may proceed in drilling this well.

Again, I am sorry it took so long to tract down your address. If you have
already executed the lease form when you receive this package, then please
disregard this package. Should you have any questions, please feel free to
call me or Mr. David Vandiver, our attorney, at 505-746-9841.

Thank you for your consideration of this matter.

A\ trul ’
YATES PETROLEUM CORPORATION ery truly yours

Case No. 9675
h . ET
6/07/89 Examiner Hearing YATES PETROLEUM CORPORATION

Exhibit No. 6 , ;?i

Janet Richardson
JR:blf andman
Enclosures
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' t/\ATES *
f/ﬁ PETROLEUM ( AUTHORITY FOR EXPENDITURE (
A4 CORPORATION AFE #_§9-055-0

=~ Revised - 5-16-89
4 Revised - 6-6-89 REVISION #

207 SOUTH FCURTH STREET DATE 4_24:55____
ARTESIA. NEW MEXICO 88210 —_er27
LEASE NAME Genava UI #1 LOCATION 660/N 1980/W, Sec. 20-6S-25E
COUNTY Chaves STATE New Mexico FIELD
HORIZON " Abo EST. T. D. 4250! EST. SPUD DATE
EST. COMPLETION DATE . DRILLING CONTRACTOR
PRIMARY OBJECTIVE: OIL GAS OIL AND/OR GAS
PURPOSE . : DRILLING-NEW RECOMPLETION OTHER (SUPPLEMENTAL AFE, ETC.)
TYPE WELL : DEVELOPMENT X EXPLORATION
INTANGIBLE COSTS: DRY HOLE COMPLETION
9210 STAKING PERMIT & LEGAL FEES S 300 S 300
9711 " LOCATION, RIGHT-OF-WAY 8000 8000
9212 " DRILLING, FOOTAGE 4250° @ $14.50/ft 61700 61700
9213 DRILLING, DAYWORK 2 days @ $4000/day 8000 8000
9214 DRILLING WATER 12500 12500
9215 : DRILLING MUD & ADDITIVES 15000 15000
9216 MUD LOGGING UNIT - -
9217 SURFACE & INT. CEMENT, CSG., TOOLS & SERVICES 20000 20000
9218 DRILL STEM TESTING - -
9219 ELECTRIC LOGS - OPEN HOLE 6000 6000
9220 TOOL & EQUIP. RENTAL, TRUCKING, WELDING 1500 1500
9221 SUPERVISION & OVERHEAD 4500 4500
9223 CORING, TOOLS & SERVICES — -
9224 BIT5, TOOLS & SUPPLIES - -
9235 PRODUCTION CEMENT, CASING, TOOLS & SERVICES - 6500
9222 CONTINGENCY 13800 14400
9241 COM?LETION UNIT - 3600
9242 WATZIR FOR COMPLETION - 1000
9243 MUD ADDITIVES FOR COMPLETION - 500
9244 CEM3NT, TOOLS, SERVICES & TEMP. SURV. FOR COMP. - 3500
9245 ELECTRIC I.OGS, PERFORATION TEST FOR COMPLETIO: - 7500
9246 TOOLLS, TRUCK, WELD. & EQUIP. RENTAL FOR COMP. - 1500
9247 STIMULATION - COMPLETION - 20000
9248 SUPZRVISION & OVERHEAD - COMPLETION - 1200
9249 ADDT'L LOCATION, ROAD WORK & SURFACE DAMAGES _ 1000
9251 BIT3, TOQOLS, ETC. PURCHASED FOR COMPLETION - 1500
9250 CONTINGENCY - COMPLETION - 5100
TOTAL INTANGIBLES 151300 204800
NOTE: COSTS ARE HIGHER THAN NORMAL DUE TO ANTICIPATED SEVERE
EQUIPMENT GOSTS: LOSS CIRCULATION PROBLEMS.
9301 CHRISTMAS TREE AND WELL HEAD 900 8500
9302 CASING_13-3/8" 54# J-55 @750 11000 17000
9302 8-5/8" 24# J-55_@1100" - 11100
9302 4-1/2' 10.5# J-55 @4250" - ‘ 17000
9303 TUBING 2-3/8" 4/6# J-55 @400Q"' = 800Q_
9304 PACXER & SPECIAL EQUIPMENT - -
9350 CONTINGENCY 100 400
WELL EQUIPMENT 12000 62000
LEASE & BATTERY EQUIPMENT COSTS:
9401 PUMPING EQUIPMENT - =
9402 STORAGE 2-210b. welded tnk/walkway stairs/fbgls tnk_ - 5200
9403 SEPARATION EQUIP., FLOWLINES, VALVES, FITTINGS - 11000
9404 TRUZKING & CONSTRUCTION COSTS - 5000
TOTAL LEASE & BATTERY EQUIP. - 21200

TOTALS $163300 $288000

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

YATES PETRPLEUM CORPORATION DATE SHARE

BY Myé @M/i /@ 10.00%

BY

YATES DRILLING COMPANY
BY 5.00%
ABO PETRCLEUM CORPORATION

YATES PETROLEUM CORPORATION 5.00%
BY Case No. 9675 . —_—
MYCO INDUSTRIES, INC. 6/07/89 Examiner Hearing
By Exhibit No. 7 5.00%
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~£§§fﬂ?ﬁFE #89-055-0

Date 4-25-89

GENEVA 'UL' #1

660/N 1980/W, Sec. 20-6S-25E
Chaves County, New Mexico

Page 2.

PLAINS RADIO BROADCASTING COMPANY

By: Date
FRED F. POOL, JR. and PENTA J. POOL,
CO-TRUSTEES OF THE FRED F. POOL AND
PENTA J. POOL TRUST V/A 1-23-84
By: Date
FIGGI NATURAL-RESOURCES, INCw -
By: Date
WES-TEX DRILLING COMPANY
By: Date
JACK T. CARGILL
By: Date
JAMES K. LUSK
By: Date
KEMP MC MILLAN
By: Date
. JAMES C. CRAIN -
“By: Date
" MARSH OPERATING COMPANY
By: Date

25.00%




A.AP.L. FORM 610 - 1977
MODEL FORM OPERATING AGREEMENT

GENEVA "UI” #1
OPERATING AGREEMENT
DATED

Aprjl 24 ’ 19 89 »

OPERATOR YATES PETROLEUM CORPORATION

COMTRACT AREA  Township 6 South, Rande 25 East, NMPM

Section 20: NWk

COUNTY QTAKISH OF CHAVES STATE OF ___ NEW MEXICO

COPYRIGHT 1977 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM LANOMEN
APPROVED FORM. A.AP.L. NO. 610 - 1977 REVISED
MAY BE ORDERED DIRECTLY FROM THE PUBLISHER
KRAFTBILT PRODUCTS, 80X 800, TULSA 74101

YATES PETROLEUM CORPORATION
case NO. 6 _
6/07/89 Examiner Hearing
Exhibit No. 8
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AAL Lo e L L cUne. wria 1w AGREEMENT - 1977
L OPERATING AGREEMENT
3 THIS AGREEMENT, cntered into by and between YATES PETRQLEUM CORPORATION, a
4 _New Mexico corporation, 105 S,  4th Street, Artesia, NM , hereinafter designated and
5 referred o as “Operator”, and the signatory party or partics other than Operator, sometimes heretnaiier
¢ referred lo individually hercin as "Nuin-Cperator”, and collectively as “Non-Operators”,
7
8 WITNESSETH:
9
10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas in-
11 terests ir. the land identified in Exhibit “A”, and the parties hereto have reached an agreement to exnln:e
12 and devclop these leases and/or oil and gas interests for the production of oil and gas to the cxtent and
13 as hereinatter provided:
14
15 NOV/, THEREFORE, it is agreed as follows:
16
17 ARTICLE I
18 DEFINITIONS
19
20 As 1sed in this agreement, the following words and terms shall have the meanings here ascribed
21  to them
22 A. The term “oil and gas” shall mean oil, gas, casinghead gas, gas condensate, and all other liquid
23  or gaseous hydrocarbons and other marketable substances produced therewith. uniess an intent to
24  limit the inclusiveness of this term is specifically stated.
25 B. The terms ‘“oil and gas lease”, ‘“lease” and ‘“leasehold” shall mean the oil and gas leases cov-
26  ering tracts of land lying within the Contract Area which are owned by the parties to this agreement.
27 C. The term ‘oil and gas interests” shall mean unleased fee and mineral interests in tracts of
28 land lying within the Contract Area which are owned by partes to this agrecement.
29 D. The term "Contract Area” shall mean all of the lands, oil and gas leasehold interests and oil
30 and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
31  Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit “A”.
32 E. The term “drilling unit” shall mean the area fixed for the drilling of one welil by order or rule
33 of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order.
34 a drillirg unit shall be the drilling unit as established by the pattern of drilling in the Contract Area
35 or as fixed by express agreement of the Drilling Parties.
36 F. The term “drillsite” shall mean the oil and gas lease or interest on which a proposed well is to
37 be loca.ed.
38 G. The terms -Drilling Party” and “Consenting Party” shall mean a party who agrees to join in
3 and pay its share of the cost of any operation conducted under the provisions of this agreement.
10 H. The terms “Non-Drilling Party” anu “Non-Consenting Party” shall mean a party who elects
41 not to participate in a proposed operation.
42
43 Un.ess the context otherwise clearly indicates. words used in the singular include the plural, the
44 plural includes the singular, and the neuter gender includes the masculine and the feminine.
45
46 ARTICLE 11,
47 EXHIBITS
48
49 The following exhibits, as indicated below and attached hereto, are incorporated in and made 2
50 part hereof:
51 ;Q A. Exhibit “A”, shall include the following information:
52 (1) Identification of lands subject to agreement,
33 (2) Restrictions, if any, as to depths or formations,
54 (3) Percentages or fractional interests of parties to this agreement,
55 (4) Oil and gas leases and/or oil and gas interests subject to this agreement,
36 (5) Addresses of parties for notice purposes.
57 [J B. Exhibit “B”, Form of Lease.
58 XC. Exhibit “C”, Accounting Procedure.
59 )§ D. Exhibit D", Insurance.
60 X E. Exhibit “E”, Gas Balancing Agreement.
61 & F. Exhibit “F”, Non-Discrimination and Certification of Non-Segregated Facilities.
62
63 If any provision of any exhibit, except Exhibit “E”, is inconsistent with any provision contained
64 in the ocody of this agrecment, the provisions in the body of this agrcement shall prevail.
65
66
67
68
69
70



AADLL CORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

! ARTICLE 111

: INTERESTS OF PARTIES

3

4 A Oil and Gas Interests:

5

1} If any party owns an unleased oil anci gas interest in the Contract Avca, that interest shall be
© treated for the purpose of this agreement and during the term hereof as if it were a leased interest
8 under the form of oil and gas lcase attached-as Exhibit “B”. As to such interest. the owner shall re-
9 ceive rovalty on production as prescribed in the form of oil and gas lcase attached hereto as Exhibit
10 "B”. Such party shall, however, be subject to all of the provisions of this agreement relating to lesscees.
11 to the extent that it owns the lessee interest,

12

13 B. Interest of Parties in Costs and Production:

14

15 Exhibit A" lists all of the parties and their respective percentage or fractional interests under this
16 agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
17  this agreement shall be borne and paid, and all equipment and material acquired in operations on the
18 Contract Area shall be owned by the parties as their interests are shown in Exhibit “A”. All produc-
19 tion of oil and gas from the Confract Area, subject to the payment of lessor's rovalties smdehidem—ise
20 beorre— remperbirimrvoncebie shall also be owned by the parties in the same manner during the term
21 hereof; prov1ded however, this shall not be deemed an assignment or cross-assignment of interests cov-
22  ered hereby.

23

24 ARTICLE 1V.

25 TITLES

26

27 A. Titl> Examination:

28

29 Titl: examination shall be made on the drillsite of any proposed well prior to commencement of
30 drilling operations or. if the Drilling Parties so request. title examination shall be made on the leases
31 andror il and gas interests included. or planned to be included, in the drilling unit around such well.
32 The opiiion will include the ownership of the working interest. minerals. royalty, overriding royalty
33 and proiuction payments under the applicable leases. At the time a well is proposed. each party con-
34 tributing leases and or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
35 furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
36 and curative material in its possession free of charge. All such information not in the possession of or
7 made available to Operator by the parties. but necessary for the examination of title. shall be obtained
38 by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attornevs.
39 Copies »f all title opinions shall be furnished to each paxty hereto. The cost incurred by Operator in
40  this tit]? program shall be borne as follows:

41

_'“ — i v - v"/ r“i‘;m’nxvr‘r} HETET AT Y- NTRRECY {-,- TSIt L LN L V2T DI V2 MU X S B i o AT RTINS
43 preliminary, supplemental. shut-in gas royalty opinions and Jiusten=oTUTT ({lic opinions) shall be a
44 part of the admlmctrﬁm o CerprenTs-TTovided in Exhibit *C,” and shall not be a direct charge, whether
et ettt et e e et bt i e P i

46 .

47 X Op:ion No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attornevs
48 for titl> examination (including preliminary, supplemental, shut-in gas royalty opinions and division
49 order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
50 Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.
51 Operator shall make no charge for services rendered by its staff attorneys or other personnel in the
52 performance of the above functions.

53

54 Earch party shall be responsible for securing curative matter and pooling amendments or agreements
55 required in connection with leases or cil and gas interests contributed by such party. The Operator shall be
56 responsible for the preparation and recording of Pooling Designations or Declarations as well as the
57 conduc. of hearings before Governmental Agencies for the securing of spacing or pooling orders. This
58 shall n>t prevent any party from appearing on its own behalf at any such hearing.

39

60 N¢ well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit
61 has been cxamined as above provided, and (2) the title has been approved by the examining attorney or
62 title hus been accepted by all of the parties who are to participate in the drilling of the well.

03
64 DB. Loss of Title:
65

66 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through
67 failure o1 title, which loss results in a reduction ol interest from that shown on Exhibit “A”, this agrce-
68  ment. nevertheless. shall continue in foree as to all remaining oil and sas leases and interests. and

59 (a) The party whose oil and gas lease or interest i1s affected by the title failure shall bear alone
0 thwe cn:ire loss and it shall not be entitled to recover from Operator or the other parties any development

9.
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or operating costs which 1t may have theretofore paid. but there <hall be no monetary Habithily on its
part to the other parties hercto for dritling, development, aneratine o sthor smilar costs by 1earor
such titl2 failure: and

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

(c) If the proportionate interest of the other parties hereto in any producing well theretofore dritled
on the Contract Area is increased by reason of the title failure. the party whose title has farled shall
receive “he proceeds attributable to the increase in such interests (less costs and burdens attributable
thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well;
and

(d) Should any person not a party to this agreement, who is determined to be the owner of any in-
terest in the title which has failed, pay in any manner any part of the cost of operation, development,
or equipment, such amount shall be paid to the party or parties who bore the costs which are so refund-
ed; and

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

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

2. Loss by Non-Pavment or Erroneous Pavment of Amount Due: If, through mistake or oversight,
any rental. shut-in well payment, minimum royalty or royalty payment, is not paid or is erroneously
paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against
the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new lease covering the same interest within ninety (90) days from the discovery of the fail-
ure to make proper payment, which acquisition will not be subject to Article VIII.B., the interests of
the parties shall be revised on an acreage basis, effective as of the date of termination of the lease in-
volved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event
the party who failed to make the required payment shall not have been fully reimbursed. at the time of
the loss, from the proceeds of the sale of oil and gas attributable to the lost interest. calculated on an
acreage basis, for the development and operating costs theretofore paid on account of such interest. 1t
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the
cost of any dry hole previously drilled or wells previously abandoned) from so much of the following
as is necessary to effect reimbursement:

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

.- (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an
acreage basis, of that portion of oil and gas thereafter produced and marketed (excluding production
from any wells thereafter drilled) which, in the absence of such lease termination. would be attributable
to the- lost interest on an acreage basis, up to the amount of unrecovered costs, the procceds of said

portiori of the oil and gas to be contributed by the other parties in proportion to their respective in-
terests; and

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

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

ARTICLE V.
OPERATOR

A. DESIGNATION AND RESPONSIBILITIES OFF OPERATOR:

YATES PETROLEUM CORPORATION, 105 South 4th Street, Artesia, NM 88210

shall be the
QOperaor of the Contract Area, and shall conduct and direct and have full control of all operations on

the Contract Area as permitted and required by, and within the limits of, this agreement. It shall con-
duct all such operations in a good and workmanlike manner. but it shall have no liability as Operator
to the other parties for losses sustained or liabilities incurred. except such as may result from gross
norlioance ar willful misconduct.
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¢
B. Resignation or Removal of Operator and Seleclion ol Successor:

1. Fesignation or Removal of Operator: Operator may resign al any time by wivieg - o ~atice
thereof to Non-Operators. If Opcrator terminates its legal existence, no longer owns an inteyost in the
Contract Arca, or is no longer capable of serving as Operator. it shall ccase to be Operator without any
action by Non-Operator, except the selection of a successor. Operator may be rvemoved if it fails or
refuses :0 carty out its duties hercunder, or becomes insolvent, bankrupt or is placed in veceivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of partics remaining after excluding the voting
interest of Operator. Such resignation or removal shall not become cffcctive until 7:00 o'clock A.M.
on the first day of the calendar month following the cxpiration of ninety (90) days after the giving of
notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor
Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after effect-
ive date of resignation or removal, shall be bound by the terms hercof as a Non-Opecrator. A change of
a corporate name or structure of Operator or transfer of Operator's interest to any single subsidiary,
parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Op-
erator shail be selected by the Parties. The successor Operator shall be selected from the parties owning
an interest in the Contract Area at the time such successor Operator is selected. If the Operator that
is remcved fails to vote or votes only to succeed itself, the successor Operator shall be selected by the
affirmztive vote of two (2) or more parties owning a majority interest based on ownership as shown

on Exltibit “A”, and not on the number of parties remaining after excluding the voting interest of the
Operator that was removed.

C. Eriployees:

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

D. Drilling Contracts:

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

custornary and usual in the area in contracts of independent contractors who are doing work of a sim-
ilar nature.

ARTICLE VI
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the__12 day of June - , 19 89, Operator shall commence the drill-
ing ¢f a well for oil and gas at the following location:

Township 6 South, Range 25 East, NMPM
Section 20: NWk

Chaves County, New Mexico | -
and shall thereafter continue the drilling of the well with due diligence to adequately test the

o formation at approximately 4250'.

unless granite or other practically impenetrable substance or condit.ion in the hole. which renders
further drilling impractical, is encountered at a lesser depth, or unless all parties agree to complete ov
abardon the well at a lesser depth.

Opecrator shall make reasonable tests of all formations encountered during drilling which zive in-
dication of containing oil and gas in quantitics sufficient to test, unless this agreement shall be limited
in its application to a specific formation or formations, in which event Operator shall be required to
test only the formation or formations to which this agreement may apply.

If, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes
to plug and abandon the well as a dry hole, it shall first secure the consent of all parties and shall
plug and abandon same as provided in Article VLE.L. hercof.
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1 B, Subsejuent Opervations:

2

3 L. Propozed Onerctions: Should any party herceto desire to drill anyv well on the Contract Area
4 other than the well 1)1'0\?0_(1 for 1 Article VILA. or to rework, deepen or plug back a dry hole driiled
5 at the jomt expense of all parties or a well jointly owned by atl the parties and not then producms
HoLaoraving ouaniities. the party aesiving to drill, rework. deepen or plug back such o well shaltl ave the
T other partics written notice of the proposed operation, specifying the work to be performed. the loca-
§  tton. propesed depth, objective formation and the estimated cost of the operation. The parties receiv-
9 o such a notice shall have thirty (30) days after receipt of the notice within which to notify the
10 parties wishing to do the work whether they clect to participate in the cost of the proposed operation.
11 If a drill.na rig is on location, notice of proposal to rework. plug back or drill deeper may be given
12 by telepfone and the response period shall be limited to forty-cight (43) hours, exclusive of Saturday,
13 Sunday cr legal holidays. Failure of a party receiving such notice to reply within the period above fixed
14 shall constitute an election by that party not to participate in the cost of the proposed operation. Any
15 notice or response given by telephone shall be promptly confirmed in writing.

16

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

30

31 If l2ss than all parties approve any proposed operation. the proposing party, immediately after the

32  expiration of the applicable notice period. shall advise the Consenting Parties of (a) the total interest
33  of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-

34 ties should proceed with the operation as proposed. Each Consenting Party. within forty-eight (48)
35 heurs (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice. shall advise the
36 proposing narty of its desire to (a) limit participation to such party’s interest as shown on Exhibit A",
57 or (b) carrv its proportionate part of Non-Consenting Parties’ interest. The proposing party, at its
28  election, may withdraw such proposal if there is insurficient participation. and shall promptly notify

39  all parties of such decision.

11 The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in
42 the proportions theyv have elected to bear same under the terms of the preceding paragraph. Consenting
43 Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
44  encumtrances of every kind created by or arising from the operations of the Consenting Parties. If such
45  an operation resuits in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
46  cost, risk and expense. If any well drilled, reworked, deepened or plugged hack under the provisions
of this Article resuits in a producer of oil and/or gas in paying quantities, the Consenting Parties shall
8 comple:e and equip the well to produce at their sole cost and risk, and the well shall then be turned
49  over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties.
50 Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such
well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party
52  shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
3 be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Party’s
54 interes: in the well and share of production therefrom until the proceeds of the sale of such share,
55 calculated at the well, or market value thereof if such share is not sold (after deducting production
56 taxes, crude-0i1 excise taxes, royalty, overriding royalty and other interests

57 existing on the effective date hereof, payable out of or measured by the produc-
s tion from such well accruing with respect to such interest until it reverts) shal)
59 equal the total of the following:

60 (a) 100% of each such Non-Consenting Party’s share of the cost of any newly acquired surface
61 cquipment beyond the wellhead connections (including, but not limited to. stock tanks, scparators,
62  treaters, pumping cquipment and piping), plus 1009 of each such Non-Consenting Party's share of the
63  cost of opcration of the well commencing with first production and continumng until cach such Non-
G4  Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being
65 agreed that each Non-Consenting Party's share of such costs and cquipment will be that interest which
66 would have been chargeable to cach Non-Consenting Party had it participated in the well from the be-
67 ginning of the operation; and

63

69 (L;)j@_% of that portion of the costs and expenses of drilling reworkinz, <deenening, or pluoging
0 back, tesung and completing, arter deducting any cash contributions received under Arucle VIILC, and
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I 200.% of that portion of the cost of newly acquired equipment in the well (to and including tie weltls
= head conrections), which would have been chargeable to such Non-Consenting Party 1f it had partic.-
3 pated therein.

Kl

5 Gas wradiuetion attributable to any Non - Consenting Party’s relinquished interest upon such Party's
6 clection, shall be sold to its purchaser, if available, under the terms of its cxisting gas -ales con-
7 tract. Sich Non - Consenting Party shall direct its purchaser to remit the procceds receivable rom
8 such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered frorn the Non - Consenting Party’s relinquished interest. If such Non - Consenting Party hias not
10 contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
11  tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party’s share of gas as hereinabove provided during ‘o recousment period.

13

14 During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share
15 of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of

16  all production, crude 011 excise taxes, severance, gathering and other taxes, and all

17 royalty, overriding royalty and other burdens applicable to Non-Consenting Party's
18 share of production.

19 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
20  be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
21

all such equipment shall remain unchanged; and upon abandonment of a well after such reworking,
22 plugging back or deeper drilling, the Consenting Parties shall account for all such equipment to the

owners thereof, with each party receiving its proportionate part in kind or in value, less cost of
24 salvage.

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

44 If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46  matically revert to it, and, from and after such reversion, such Non-Consenting Party shall own the same
47 interest in such well. the material and equipment in or pertaining thereto, and the production there-
48 from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
49 reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be
50 charged with and shall pay its proportionate part of the further costs of the operation of said well in
51 accordznce with the terms of this agreement and the Accounting Procedure, attached hereto.

53 Notwithstanding the provisions of this Article VI.B.2,, it is agreed that without the mutual consent

of all parties, no wells shall be completed in or produced from a source of supply from which a well
55 located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing
56  well spacing pattern for such source of supply.

o8 The provisions of this Article shall have no application whatsoever to the drilling of the initial
59  well described in Article VI.A. except (a) when Option 2, Article VILD.1,, has been selected. or (b)
60 to the reworking, deepening and plugging back of such initial well, if such well is or thereafter shall
61 prove "0 be a dry hole or non-commercial well, after having been drilled to the depth specified in Article
62 VLA

63
64 C. Rizht to Take Production in Kind:
65 Each party electing to take in kind or separately dispose of its proportionate share of the production from tre Contract Ared

snall keep accuraze recarcs of the volure, selling price, royalty and taxes relative to0 its share of production. Non-Coerazars
66 shall, wvpon request, furnish Operator with true and complete copies of the records required to be kept hereunder whenever, under
67 the terss Gf lnls eqreetent or any agreerent executed in connecticn nerewith, it is necessary for Cperatar to odtain S:lc‘\n4cr:d_

ticn, fny waforzaticn furnisted to Coerator rereunder snall be used by Gperator only to the extent recessary to carry <ot its
G8 cuties as Cperator eng snail otrerwise be kept confidential.

Tionoarty snell Wi the rignt to tike in kind or separately cispos2 of s preporticnits share of all ail and cis
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soses and production unavoidably lost. Any extra expenditure incurred in the taking in kel or weparate
Farly of 15 proportionate share of the greduction snall be borre by such Darty. Aay party taking ity <are of
shall te required to pay for only its proportianate share of such part of Operator’s surtace facilities anica it

Each party shall execute such division orders and contracts as may be necessary for the sale o1
5 interest in production from the Contract Arca. and, except as provided in Article VILE. shall be entitled
to recerve payment direct from the purchaser thereof for its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately
9 dispose of its proportionate share of the oil and gas produced from the Contract Arca. Operator shall zave
10 the night, suvject to the revocation at wil Ly the party owning it, but not the obligation, to purchase such
11 oil and gas or sell it to others at any time and from time to time, for the account of the non-taking
2 party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
13 erator srall be subject always to the right of the owner of the production to excrcise at any time its
14 right to take in kind. or separately dispose of, its share of all oil and gas not previously delivered to a
15  purchaser. Any purchase or sale by Operator of any other party's share of oil and gas shall be only for
18 such reasonable periods of time as are consistent with the minimum needs of the industry under the
17 particular circumstances, but in no event for a periocd in excess of one (1) year. Notwithstanding the
18  foregoiny, Operator shall not make a sale, including one into interstate commerce, of any other party’s

19  share of gas production without first giving such other party thirty (30) days notice of such intended
2 sale.

21
29 In tie event any party hereto is not at any time taking or marketing its share of gas
q; production and Operator is either (1) unwilling to purchase or sell or (i1) unable to

obtain the prior written consent to purchase or sell such party's share of gas production,
24 or in the event any party has contracted to sell its share of gas produced from the Contract
95 Area to a purchaser which does not at any time while this agreement is in effect take the

g full share of gas attributable to the interest of such party, then in any such event the

.- terms and conditions of the Gas Balancing Agreement attached hereto as Exhibit "E" and

=' incorporated herein shall automatically become effective.

23

23 D. Access to Contract Area and Information:

30

31 Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect

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

10

41 E. Abandonment of Wells:

42

43 1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VI.B.2., any well

44  which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole
45 shall not be plugged and abandoned without the consent of all parties. Should Operator, after diligent
46 eifort, be unable to contact any party, or should any party fail to reply within forty-eight (48) hours
47 (exclusive of Saturday, Sunday or legal holidays) after receipt of notice of the proposal to plug and
48 abandcn such well, such party shall be deemed to have consented to the proposed abandonment. All
49  such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,
50 risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
51 jects to the plugging and abandoning such well shall have the right to take over the well and conduct
52 further operations in search of oil and/or gas subject to the provisions of Article VI.B.

54 2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
55 worked pursuant to Article VL.B.2. hereof for which the Consenting Parties have not been fully reim-
56 bursed as therein provided, any well which has been completed as a producer shall not be plugged and
57  abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
58 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense
59 of all the parties hereto. If, within thirty (30) days after rcceipt of notice of the proposed abandonment
60 of such well, all parties do not agree to the abandonment of any well, those wishing to continue its op-
61 cration shall tender to each of the other parties its proportionate share of the value of the well’s salvable
62 material and equipment, determined in accordance with the provisions of Exhibit “C”, less the estimated
63 cost o salvaging and the estimated cost of plugging and abandoning. Kach ubandoning party shall
64 assign to the non-abandoning parties, without warranty, express or implied, as to title or us to quantity,
65 qualitv, or fitness for use of the equipment and material, all of its interest in the well and related equip-
66  ment, together with its interest in the leasehcld estate as to, but only as to, the interval or intervals of the
67  forma-.ion or formations then open to production. If the interest of the abandoning party is or includes
68  an oil and gas interest, such party shall exceute and deliver to the non-abandoning party or parties an

89 0il and zas lease, limited to the interval or intervals of the formation or formations then open to produc-
70 ‘ion, rar a term of one year and so long therealter as oil and or gas is produced from the interval or inter-
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vals of the formation or formations covered thereby. such lease to be on the form attached as Exhibit
“B". The assignments or leases so limited shall encompass the “drilling unit” upon which the well is
located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon
the relationship of their respective percentages of participation in the Contract Area to the aggrepate of
the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
of interest in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-
eration of or production from the well in the interval or intervals then open other than the royalties
retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
operate the assigned well for the account of the non-abandoning parties at the rates and charges con-

templated by this agreement, plus any additional cost and charges which may arise as the result of
the separate ownership of the assigned well.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

Tte liability of the parties shall be several, not joint or collective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the costs of developing
and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILB. are
given :o secure only the debts of each severally. It is not the intention of the parties to create, nor shall
this agreement be construed as creating, a mining or other partnership or association, or to render the

parties liable as partners. It is not the intention of the parties that this contract is
made or intended for the benefit of any third person.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area. and a
securi:y interest in its share of o0il andsor gas when extracted and its interest in all equipment, to secure
payment of its share of expense, together with interest thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for-the payment thereof. In addition. upon defauit by any Non-
Operator in the payment of its share of expense, Op&rator shall have the right. without prejudice to
,othi!‘_tié’hts or remedjef. to gollect frog'm the furgg}?scr the %l‘OC(‘.CdS frgm the saiolof %uch Non-Qnerator’s
i Lcln?l rea{songn_ b Lal't{-ﬁé:rzlze oun%eosweqnb b%cﬁvx\?gn-()orergt%lf.}bﬁg icl:l?eregtchas be¢en paia. kach
share oI OIl and,or gas untl y P P
purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of anv de-
fault. Operator grants a like lien and security interest to the Non-Opcrators to secure payment of Op-
erator’s proportionate share of expense.

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

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
incurred in the development and operation of the Contract Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis pro-
vided in the Accounting Procedure attached hereto as Exhibit “C”. Operator shall keep an accurate
record of the joint account hereunder, showing expenses incurred and charges and credits made and
received.

Operator, at its election, shall have the right from time to time to demand and reccive from the
other parties payment in advance of their respective shares of the estimated amount of the expense to
be incurred in operations hereunder during the next succeeding month, which right may be exercised only
by submission to each such party of an itemized statement of such estimated expense, together \\-iti\
an irvoice for its share thercof. Each such statement and invoice for the payment in advance of esti-
mated expense shall be submitted on or before the 20th day of the next preceding month. Each party
shall pay to Operator its proportionate share of such estimate within fifteen (15) davs alter such es-
timate and invoice is received. I any party fails to pay its share of said estimate within said time, the
amount due shall bear interest as provided in Exhibit “C” until paid. Proper adjustment shall be
madc monthly between advances and actual expense to the end that each party shall vear and pay its
proporuionate share of actual expenses incurred, and no more,
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D. Limitition of Expenditures:

1. Diill or Deepen: Without the consent of all parties, no well shall be drilled or deepened. ex-
cept any ‘vell drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreemer®. it being
understood that the consent to the drilling or deepening shall include:

h O W e

1

—F———OpttorNo—t—AlTnecessary-oxpenditures—for-the—drilling—or—deepening—testing—completing—and—
9

10 1 Optioar No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
11 such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
12 mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
13 receiving such notice shall have forty-eight (48) hours (exclusive of Saturday. Sunday and legal holi-
14  days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
15  when mace, shall include consent to all necessary expenditures for the completing and equipping of such
16  well. including necessary tankage and/or surface facilities. Failure of any party receiving such notice
17 to reply within the period above fixed shall constitute an election by that party not to participate in
18 the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
19  to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
20  plugging back” as contained in Article VI.B.2. shall be deemed to include “completing”) shall apply to
21  the operazions thereafter conducted by less than all parties.

22

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

27 said well, including necessary tankage and/or surface facilities.

28

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

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

38  costing in excess of _FIFTEEN THOUSAND-----=-m-w-wmn-no—o—uum-—- Dollars ($_12,000.00 ).
39

40 E. Royalties, Overriding Royalties and Other Payments:

41

42 Each partv shall pay or deliver, or cause to be paid or delivered. all royalties to the extent of

13 1/8 of 8/8ths due on its share of production and shall hold the other parties free
44 from any liability therefor. If the interest of any party in any oil and gas lcase covered by this agree-
45 ment is sabject to any royalty, overriding royalty, production payment, or other charge over and above
46  the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account
47  for or cause to be accounted for, such interest to the owners thereof.

48 No party shall ever be responsible, on any price basis higher than the price received by such party, to any other party's lessor
or vovalty omer; and if aay such other party’s lessor or royalty owner should demand and receive settlements on a higher price basis,
49 the p;rty coitributing such lease shall bear the royalty burden insofar as such higher price is concerned.

Tt is recsznized by the parties hereto that in addition to each party’s share of working interest production as shown in Exhibit
51 "A", such party shall have the right, subject to existing contracts, to market the rovalty gas attributable to each lease which it
coatributes :o the Contract Area and ro receive payments due for such royaliy gas produced from or allocated to such lease or leases,
52 1: is agreed thar, regarcdless of whether each party markets or contracts for its share of gas, including the royalty gas uncer the
leases which it contributed to the Contract Area, such party agrees to pay or cause to be paid to the royalty ovners under iss lease
53 or leases th: proceeds attributable to their respective royalty interest and to hold all other parties hereto harmless for its failure
to do so.

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

55

56 Rentals, shut-in well payments and minimum royalties which may be required under the terms of
57 any lease shall be paid by the party or parties who subjected such lease to this agreement at its or their
58 cxpense. In the event two or more parties own and have contributed interests in the same lease to this
59 agreement, such parties may designate one of such parties to make said payments for and on behalf of all
60 such partics. Any party may request, and shall be entitled to receive, proper evidence of all such pay-
61 ments. Ir the event of failure to make proper payment of any rental, shut-in well payment or minimum
62 royalty tkrough mistake or oversight where such payment is required to continue the lease in force.
63 any loss which results from such non-payment shall be borne in accordance with the provisions of Article
64 IV.B.2.

65

66 Oper: tor shall notify Non-Operator of the anticipated completion of a shut-in aas well, or the shut-
67 ting in or return lo production of a producing gas well, at least five (5) davs (excluding Saturdav. Sun-
68 day and lholidays), or at the carliest opportunity permitted by circumstances, prior to taking such action,
69  but assumes no lability for failure to do so. In the event of failure by Operator to so notify Non-
70 Operator. the loss of any lease contributed hereto by Non-Operator tor failure to malke timely pavments

-0 .-
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Lol any shut-im well pavment stall be borne sointly by the parties heveto under the provision: of Aitcle
2 IV.B.3.

3

4 (.. Taxes:

3

5 Beainminz with the first calendar vear after the effeetive date hereof, Operator shall render for ad
n valorem taxation all property subject to this auzreement which by luw should be rendered for such
8 taxes, and 1t shall pay all such taxes assessed thercon before they become delinquent. Priov to the ren-
9 dition date. cach Non-Operator shall furnish Operator information as to burdens (lo include, but not be
10 limited :o. vovaities, overriding royalties and production payments) on lcases and oil and ias interests con-
Il tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
12 being subject to outstanding excess royalties, overriding rovaltics or production payments, the reduction in
13 ad valorem taxes resuiting therefrom shall inure to the benefit of the owner or owners of such leaschold
14 estate. and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such
15 reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
16 ner prcvided in Exhibit “C”.

17

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

25

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

29

30 H. Insurance:

31

32 At all times while operations are conducted hereunder, Opcrator shall comply with the Workmen’'s
33 Compensation Law of the State where the operations are being conducted; provided, however, that Op-
34 erator may be a self-insurer for liability under said compensation laws in which event the only charge
35  that shall be made to the joint account shall be an amount cquivalent to the premium which would have
36 been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
37 venefi: of the joint account of the parties as outlined in Exhibit D™ attached to and made a part hercof.
38  Opera.or shall require all contractors engaged in work on or for the Contract Area to comply with the
39  Workraen's Compensation Law of the State where the operations are being conducted and to maintain
40  such cther insurance as Operator may require.

41

42 Ir. the event Automobile Public Liability Insurance is specified in said Exhibit "D, or subsequently
43 receivas the approval of the parties, no direct charge shall be made by Operator for premiums paid for
14 such insurance for Operator’s fully owned automotive equipment,

15

16 ARTICLE VIIIL

47 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

48

49  A. Surrender of Leases:

50

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

53 i

54 Eowever, should any party desire to surrender its interest in any lease or in any portion thereof, and
55 other parties do not agree or consent thereto, the party desiring to surrender shall assign, without express
56 or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and
57 equipment which may be located thereon and any rights in production thercafter secured, to the partics
58  not dosiring to surrender it, If the interest of the assigning party includes an oil and gas interest, the as-
59  signirg party shall exccute and deliver to the party or parties not desiring to surrender an oil and gas
60  lease covering such oil and gas interest for a term of one year and so long thereafter as oil and/or aas
61 is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit “B”.
62 Upon such assignment, the assigning party shall be relieved from all oblications thereafter aceruing
63 but rot theretofore accrued, with respect to the acrcage assigned and the operation ol any well Ihcx'oo;]t
64 and the assigning party shall have no further interest in the lease assigned and its equipment and pro-
65  duction other than the royalties retained in any lease made under the terms of this Artiele. The parties
66  assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in anyv wells
67 and equipment on the assigned acrcage. The value of afl material shall be determined in accordance
68  with the provisions of Exhibit »C", less the estimated cost of salvaging und the estimated cost of plug-
69 sing and abandoninz. If the assisnment is in favor of more than one party, the assizned interest shalt

1
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1 be shared by the parties asstence in the proportions that the mterest of each buears 1o the nter Lol ali
2 PAartes asstane.

3

4 Any assignment or surrender made under this provision shall not reduce or chunsie the Smor's or
5 surrendaring parties’ interest, as it wis immediately before the assignment, in the balanee of ¥ Contract

5 Avea:r and the acreage assigned or surrendered, and subsequent operations thercon, shall not bereaflter
©  be subjcet o the terms and provisions of this agreement.

3

g B. Renewal or Extension of Leases:

10

11 If any party .vower Loienewdl of any oil and gas lease subject to '... ireement. all other parties

12 shall be notified promptly, and shall have the right for a period of thirty (30) days followti. .oceipt
13 of such notice in which to elect to participate in the ownership of the renewal lease, insofar as such
lease atffects lands within the Contract Area, by paying to the party who acquired it their several proper
15  proportonate shares of the acquisition cost allocated to that part of such lease within the Contract Avea.
16  wnich shall be in proportion to the interests held at that time by the parties in the Contract Area.

18 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it
19 shall be owned by the parties who elect to participate therein, in a ratio based upon the relationship of
20 their respective percentage of participation in the Contract Area to the aggregate of the percentages
21  of part:cipation in the Contract Area of all parties participating in the purchase of such renewal lease.
22 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.
without warran:
24 Each party who participates in the purchase of a renewal lease shall be given an assignment/of its
proportionate interest therein by the acquiring party.

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

34 Tre provisions in this Article shall apply also and in like manner to extensions of oil and gas

35 leases. The provisions of this Article VIII-B shall only apply to leases, or porticns
of leases, located within the Unit Area.

37 C. Acreage or Cash Contributions:

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

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

52 produced hereunder, such consideration shall not be deemed a contribution as contemplated in this
53 Article VIII.C. This paragraph shall not be applicable to the contribution of acreage
by the Contributing Parties toward the Initial, Substitute, or Option Test Well.

54

55 D. Subsequently Created Interest:

56

57 Notwithstanding the provisions of Article VIILE. and VIIL.G., if any party hereto shall, subsequent

58 to exccution of this agreement, create an overriding royalty, production_ payment, or net proceeds inter-
59  est. which such interests are hercinafter referred to as “‘subsequently created interest”, such subsequently
60 creatcd interest shall be specifically made subject to all of the terms and provisions of this agreement, as
61 follows:

63 1. If non-consent operations are conducted pursuant to any provision of this agreement. and the
64 party conducting such operations becomes entitled to receive the production attributable to the interest
65 out o’ which the subsequently created interest is derived, such party shall receive same tree and clear
66 of su-ch subsequently created interest. The party creating same shall bear and pay all such subsequently
67  created interests and shall indemnify and hold the other parties hereto free and harmlesz trom any and
22 41 liahilitve peanitine therefrom.
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1 2. If the owner of the interest trom which the subsequently created interest is dertved (i) tails to
2 pay. when due, its shave of expenses chargeable hereunder, or (2) clects to abandon a well under pro-
3 wvisiors of Article VLE. hereof. or (3) clects to surrender a lease under provisions of Article VIILA.
1 hercof. the subsequently created interest shall be chargeable with the pro rata portion of all expenses
5 hereunder in the same manner as if such interest were a working interest. For purposes of collecting
6  such chargeable expenses, the party or parties who reccive assignments as a result of (2) or (3) above
7 shall have the right to enforce all provisions of Article VIL.B. hereof against such subsequently created
8 interest,

g

10 E. Maintenance of Uniform Interest:

11

12 For the purpose of maintaining uniformity of ownership in the oil and gas lcasehold interests

13 covered by this agreement, and notwithstanding any other provisions to the contrary, no party shall
14  sell, :ncumber, transfer or make other disposition of its interest in the leases embraced within the Con-

15 tract Area and in weils, equipment and production unless such disposition covers cither:
16

17 1. the entire interest of the party in all leases and equipment and production; or

18

19 2. an equal undivided interest in all leases and equipment and production in the Contract Area.
20

21 Zvery such sale. encumbrance, transfer or other disposition made by any party shall be made ex-

22 pressly subject to this agreement, and shall be made without prejudice to the right of the other parties.

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

32

33 F. 'Waiver of Right to Partition:

34

35 If permitted by the laws of the state or states in which the property covered hereby is located. each

36 party hereto owning an undivided interest in the Contract Area waives any and all rights it may have
37 to partition and have set aside to it in severalty fits undivided interest therein.
38
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42 inte-ests in the Contract Area, it shall promptly give written notice to the other parties. with
43 mat.on concerning its proposed sale. which shall include the name and address_oi~
44 chaser (who must be ready, willing and able to purchase), the purchag
45 the offer. The other parties shall then have an optional prigs
46 receipt of the notice, to purchase on the same terms.a
47 proposes to sell; and, if this optional rigk
48 chased interest in the proportioz
49 parties. However, thero.et
50 to mortpage s

mior-
T prospective pur-
ice. and all other terms of .
t, for a period of ten (10) dayvs after
conditions the interest which the other party
S”exercised, the purchasing parties shall share the pur-
at the interest of each bears to the total interest of all purchasing
be no preferential right to purchase in those cases where any party wishes
llerests, or to dispose of its interests by merger, reorganization, consolidation. or sale

51 of & 0r substantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent
= Py bt ok Lar A LAl A . VO THDNIRV U oL VU TR TS\ e

53

54 ARTICLE IX.

55 INTERNAL REVENUE CODE ELECTION

56 ‘

37 This agreement is not intended to create, and shall not be construed to create, a relationship of part-

58 nership or an association for profit between or among the partics h_ereto. Notwithstanding any pro-
59  visions herein that the rights and liabilities hereunder are several and not joint or collective, or that this
60 agreement and operations hereunder shall not constitute a partnership, if, for Federal income tax pur-
61 poses, this agrecement and the operations hereunder are regarded as a partnership, cach party herebw
62 affested clects to be excluded from the application of all of the provisions of Subchapter K", Chaple-r
63 1, Subtitle "*A”, of the Internal Revenue Code of 1954, as permiited and authorized by Section 761 of
64 the Code and the regulations promulgated thereunder. Operator is authorized and directed to execute on
65 behalf of cach party hereby affected such cvidence of this clection as may be required by the Sceretary
66 of t1e Treasury of the United States or the Federal Internal Revenue Scrvice, including spectfically, but
67 not by way of limitation, all of the returns, statements. and the data vequired by Federal Resula-
68 tions 1.761. Should there be any requirement that cach party hereby altected sive further evidence of
69  this clection. cach such party shall exccute such documents and furnish such other evidence us may ce
70 reguired by the Federal Internal Revenue Serviee or as may be necessary 10 evidence this clection. No
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2 If any present or future income ‘ux laws of the state or states in which the Contract Avea is located ov
3 any futuce income tax laws of the United States contain provisions similar to those in Subchapter o
1 Chapter 1. Subtitle "A", of the Internal Revenue Code of 1954, under which an clection simtlar to that
5 provided by Scetion 761 of the Code is permitted, cach party hereby atfected shall make such election as
6 mav be permitted or required by such laws. [n making the foreucing election, cach such party states that
©  the incorie derived by such party from Operations hereunder can be adequately acternaned without the
8 computation of partnership taxable income.
9
10 ARTICLE X.
11 CLAIMS AND LAWSUITS
12
13 Operator may settle any sincle damage claim or suit arising from operations hereunder if the ex-
14  penditure does not exceed _ FLFTEEN THOUSAND———— o e Dollars
15 (315,000,00 ) and if the payment is in complete settlement of such claim or suit. If the amount
16 required for settlement exceeds the above amount, the parties hereto shall assume and take over the
17 further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
18 pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
19 of the parties. If a claim is made against any party or if any party is sued on account of any matter
20 ar:sing ‘rom operations hereunder over which such individual has no control because of the rights given
21 Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall
22 be treated as any other claim or suit involving operations hereunder.
23
24 ARTICLE XI.
25 FORCE MAJEURE
26
27 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations
28 under this agreement, other than the obligation to make money payments, that party shall give to all
29  other parties prompt written notice of the force majeure with reasonably full particulars concerning it:
30  thereupon. the obligations of the party giving the notice, so far as they are affected by the force majeure,
31 shall be suspended during, but no longer than. the continuance of the force majeure. The affected party
32  shall use all reasonable diligence to remove the force majeure situation as quickly as practicable.
33
34 Th2 requirement that any force majeure shall be remedied with all reasonable dispatch shall not
35  require the settlement of strikes, lockouts. or other labor difficulty by the party involved, contrary to its
3 wishes; how all such difficulties shall be handled shall be entirely within the discretion of the party
37 concerred.
38
29 The term ‘‘force majeure”, as here emploved. shall mean an act of God. strike, lockout, or other
+0  industrial disturbance. act of the public enemy, war. blockade, public riot, lightning, fire, storm. tlood.
41  explosion, governmental action,- governmental delay, restraint or inaction, unavailability of equipment,
42 and any other cause. whether of the kind specifically enumerated above or otherwise, which is not
43  reasonably within the control of the party claiming suspension.
44
45 ARTICLE XIL
46 NOTICES
17
48 All notices authorized or required between the parties, and required by any of the provisions of
43 this ajzreement. unless otherwise specifically provided, shall be given in writing by United States mail
50 or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party to
51 whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
52  provision hereof shall be deemed given only when received by the party to whom such notice is directed,
53 and the time for such party to give any notice in response thereto shall run from the date the originat-
54 ing notice is received. The second or any responsive notice shall be deemed given when deposited in
55 the Urited States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
56 or when sent by teletype. Each party shall have the right to change its address at any time, and from
57 time to time, by giving written notice hereof to all other parties.
58
59 ARTICLE XIIIL
80 TERM OF AGREEMENT
61
62 This agreement shall remain in full force and effect as to the oil and gas leases and . or oil and gas in-
63 terests subjected hercto for the period of time selected below; provided, however, no party hereto shall
64 ever ke construed as having any right, title or interest in or to any lease, or o1l and gas interest con-
65 tributed by any other party beyond the term of this agreement.
G6
H e Bptieno— e So—tut ettt emerrbtert o Hrberrre e et ;
68 tinued in force as to any part af tho v production, extension, renewal or other-
B e ettt O H G i e e O ot e et ettt et et
70
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X _Qo_tﬁr_x_ No. 2. In the event the well described in Article VIA., or any subsequent well drilled
under any provision of this agreement, results in production of oil and/or gas in paying v s, this
agreement shall continue in force so long as any such well or wells produce, or are capable of produc-
tion, and far an additional period of 130 days from cessation of all production; providcd, hnwever,
if, prior to the cxpiration of such additional period, one or more of the parties hereto are engaged in
drilling or reworking a well or wells hereunder, this agreement shall continue in force until such op-
erations have been completed and if production results therefrom, this agrecement shall continue in
force as pravided herein. In the event the well described in Article VI.A., or any subscquent well
drilled hereunder, results in a dry hole, and no other well is producing, or capable of producing oil
ar{/or gas from the Contract Area, this agrcement shall terminate unless drilling or reworking opera-
tions are ccmmenced within _ 120 days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from
any liabili'y which has accrued or attached prior to the date of such termination.

ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the committed -
acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of

said state; and to all other applicable federal, state, and local laws, ordinances, rules, regulations, and’
orders.

B. Governing Law:

The essential validity of this agreement and all matters pertaining thereto, including, but not lim-
ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and in--
terpretation or construction, shall be governed and determined by the law of the state in which the
Contract .Area is located. If the Contract Area is in two or more states, the law of the state where most
of the lard in the Contract Area is Jocated shall govern.

ARTICLE XV.
OTHER PROVISIONS |

~rq

Not included.

.

ot included.
. Not included.

0w op

D. MNotwvithstarding any other provisions herein, if during the term of this agreement, a well is required
to be drilled, deepened, reworked, plugged back, sidetracked, or recampleted, or other cperaticn that
ray be rejuired in order to (1) contimue a lease or leases in force and effect, ar (2) maintain a unitized
area or eny porticon thereof in force and effect, or (3) earn or preserve an interest in and to oil and/cr
gas and cther minerals vwhich may be owned by a third or which, failing in such operation, may revert

i to a thid party, or, (4) ccnp_ly with an order issued a requlatory body having jurisdiction in the

premises, failing in which certain rights would tevminate, the following shall a.gaoéy. Should less than all
of the perties hereto elect to participate and pay their proportionate part of oosts to be incurred in
sucn operation, those parties desiring to clpate shall have the right to do so at their sole cost,
risk, and expense., Pramtly following conclusion of such operation, each of those parties not
participeting agree to execute and deliver an appropriate assigmment to the total interest of each
ron-participating party in and to the lease, leases, or rights which would have temminated or which
otherwise: may have been preserved by virtue of such operation, and in and to the lease, leases or rights

| within tre balance of the drilling unit upon which the well was drilled, excepting, however, welis

theretofcre camleted and capable of producing in paying quantities. Such assigrment shall be delivered to
the parzicipating parties in the proportion that they bore the expense attributsble to the
rcn-participating parties' interest. .

E. MNo production, whether oil or gas, may be sold from the lease acreage, or lands pooled therewith, to
any party's subsidiaries, affiliates, or associates, without each party's prior written consent. —All
production sold from the lease acreage, or lands pooled therewith, will be an am's length trade with a
third party parchaser. It is expressly agreed if prior written consent is given to a party selling tc
themselves, 1ts subsidiaries, affiliates, or associates, the other parties to this agreement will have the
cpticn to also sell to said purchaser, at the save or bettar price. In the event any party hareto, makes
an arm's length trade with a third party purchaser, the remaining parties will have the opticn to also seli
at the same or higher price.
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This agreement shail be binding upon and shall inure to the benelit of the paities hureto and t2 tac

respectivy heirs, devisees, ol

renresentatives,

successors and assigns.

; i ‘onstdered
This instrument may be executed in any number of counterparts, cach of which shall be consiace

an original for all purposes.

IN WITNESS WHEREOF, this agrcement shall be effective as of _ 24th day of _ April

19 89 _.

OPERATOR

ROLEUM CORPORATION

% IHE ¢

étorney-in—F@dt

YATES

NON-OPERATORS

STATE OF NEW MEXICO

COUNTY OF EDDY

day of

:SS

, 1989 by

The foregoing instrument was acknowledged before me this cJé’*

d. 2fz7zz7 » Attorney-in-Fact for

YATES PETROLEUM CORPORATION, a Ne® Mexico cétrporation, on behalf of said

corporation,
My commission expires:

Thinek /990

/fkaazgﬂw_/cakaéqzénéf

Notary Public




SIGNATURE PAGE ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24,
1989, BETWEZIN YATES PETROLEUM CORPORTION, "OPERATOR", AND PLAIN RADIO, ET AL,
"NON-CPERATDORS", COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

YATES DRILLING COMPANY

By:

Attorney-in-Fact
ABO PETROLEUM CORPCRATION

By:

Attorney-in-Fact

MYCO INDUSTRIES, INC.

By:
STATE OF NEW MEXICO )
: 88
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this day of
. 1989 by , Attorney-in-Fact for YATES DRILLING

COMPANY, a New Mexico company, on behalf of said company.

My commission expires:

Notary Public

STATE OF NEW MEXICO )

:ss
COUNTY OF EDDY )
The fcregoing instrument was acknowledged before me this day of
. 1989 by ;, Attorney-in-Fact for ABO PETROLEUM

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

My commission expires:

Notary Public

STATE OF NEW MEXICO )

:sS
COUNTY OF EDDY )
The fcregoing instrument was acknowledged before me this day of
, 1989 by , Attorney-in-Fact for MYCO INDUSTRIES,

INC., a New Mexico company, on behalf of said company.

My commission expires:

Notary Public




SIGNATURE PAGE ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24,
1989, BETWE:IN YATES PETROLEUM CORPORTION, "OPERATOR", AND PLAIN RADIO, ET AL,
"NON-OPERATORS", COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

ATTEST: PLAINS EQPIO BROADCASTING COMPANY

By: &Zkhﬁm By: }/ﬁl (Z:,/,,/

Title: Assistant Secretafy Titlé: Jim W, Walker, President

ATTEST: FRED F. POOL JR. AND PENTA J. POOL
CO-TRUSTEES OF THE FRED F. POOL AND
PENTA J. POOL TRUST V/A 1-23-84

By: By:
Title: Title:
ATTEST: FIGGI NATURAI RESOURCES, INC.
By: By:
Title: Title:
STATE OF TEXAS )
:SS

COUNTY OF __ PQTTER )

The foregeoing instrument was acknowledged before me this {774¢ day of

___May 41989 by Jim W. Walker , President
for PLAINS RADIO BRCADCASTING COMPANY, a Texas corporationmmmx, on
bEehalf of said ccmpany.
4
My commiss:.on expires: -
June 1, 1989 Notary Public
STATE OF )
:SS

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1989 by ’

for FRED F. POOL, JR., AND PENTA J. POOL, CO-TRUSTEES OF THE FRED F. POOL AND PENTA J.
POOL TRUST V/A 1-23-84.

My commission expires:

Notary Public

STATE OF )
:ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1989 by ,
for FIGGI NATURAL RESOURCES,INC. @ company, on behalf of

said companay.

My commission expires:

Notary Public




SIGNATURE PAGE ATTACHED TC AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24,
1989, BETWEEN YATES PETROLEUM CORPORTION, "OPERATOR", AND PLAIN RADIO, ET AL,
"NON-OPERATORS", COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

ATTEST: PLAINS RADIO BROADCASTING CCMPANY
By: By:

Title: Title:

ATTEST: FRED F. POOL JR. AND PENTA J. POOL

CO-TRUSTEES OF THE FRED F. POOL AND
PENTA J. POOL TRUST V/A 1-23-84

By: By:
Title: Title:
ATTEST: FIGGI NATURAL RESOURCES, INC.
By: By:
Title: Title:
STATE OF )
:SS

COUNTY OF )

The fcregoing instrument was acknowledged before me this day of

, 1989 by R

for PLAINS RADIO BRCADCASTING COMPANY, a company, on

behalf of caid ccmpany.

My commission expires:

Notary Public

.

STATE OF Jp ) enleco )

1SS
COUNTY OF (Pfstcta— )
L : , et
The foregoing instrume was aifizziijged be%%ﬁ?ﬁme thi J = day of
97)ap— , 1989 by(zz,?' o —SaA ] il

for FRED F. POOL, JR., AND PENTA €. POOL, CO-TRUSTEES OF THE FRED\F}/POOL AND PENTA J.
POOL TRUST V/A 1-23-84.

/; / /,./
My‘gommissign expires: 415// f~/( j}é7fivhffd
5 -/ 2 Notary Public-
STATE OF )
:sS
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1989 by ' '
for FIGGI NATURAL RESOURCES,INC., 4 company, on behalf of

said company.

My commiss:on expires:

Notary Public




SIGNATURE PAGE ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24,
1989, BETWEEN YATES PETROLEUM CORPORTION, "OPERATOR", AND PLAIN RADIO, ET AL,
"NON~-OPERATORS", COVERING LANDS IN CHAVES CQUNTY, NEW MEXICO.

ATTEST: WES-TEX DRILLING COMPA

Titde: Helen R. Litt)e, Secretary Title:Myrle Greathouse, President

JACK T. CARGILL

JAMES K. LUSK

KEMP MC MILLAN

JAMES C. CRAIN

STATE OF )
:SS
COUNTY OF _ )
The fcregoing instrument was acknowledged before me this day of
, 1989 by ’ for
WES-TEX DRILLING COMPANY, a company, on behalf of said
company.

My commission expires:

Notary Public

STATE OF )
:SS
COUNTY OF _ )
The foregoing instrument was acknowledged before me this day of

, 1989 by JACK T. CARGILL.

My commiss:on expires:

Notary Public

STATE OF __ )
:ss
COUNTY OF _ )
The foregoing instrument was acknowledged before me this day of

, 1989 by JAMES K. LUSK.

My commiss:.on expires:

Notary Public

STATE OF __ )
1SS
COUNTY OF _ )
The foregoing instrument was acknowledged before me this day of

, 1989 by KEMP MC MILLAN.

My commission expires:

Notary Public

STATE OF )
- 1SS
COUNTY OF )
The fbregoing instrument was acknowledged before me this day of

, 1989 by JAMES C. CRAIN.

My commission expires: -

Notary Public



SIGNATURE PAGE ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24,
1989, BETWEEN YATES PETROLEUM CORPORTION, "OPERATOR", AND PLAIN RADIO, ET AL,
"NON-OPERATORS", COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

ATTEST: WES-TEX DRILLING COMPANY
By: By:
Title: Title:

ﬂW W/ .

V’T. CARGILL

JAMES K. LUSK

KEMP MC MILLAN

JAMES C. CRAIN

STATE OF )
:Ss
COUNTY OF _ )
The fcregoing instrument was acknowledged before me this day of
, 1989 by ’ for
WES-TEX DRILLING COMPANY, a company, on behalf of said
company.

My commission expires:

Notary Fublic

STATE OF _2 2, ../ Nea D
:SS
COUNTY OF ‘?(Zé{agé )

The foregoing instrument was acknowledged before me this £&f§{ day of

Sie s , 1989 by JACK T. CARGILL.

4
My commiss:on expires:

$-16-30
STATE OF __ )

1SS

COUNTY OF _ )

The foregoing instrument was acknowledged before me this day of

, 1989 by JAMES K. LUSK.

My commiss:.on expires:

Notary Public

STATE OF _ )
1SS
COUNTY OF _ )
The foregoing instrument was acknowledged before me this day of

, 1989 by KEMP MC MILLAN.

My commission expires:

Notary Public

STATE OF )
- :SS
COUNTY OF _ )
The foregoing instrument was acknowledged before me this day of

, 1989 by JAMES C. CRAIN.

My commission expires:

Notary Public




SIGNATURE PAGE ATTACHED TO AND MADE A PART OF OPERATING AGREEMERT DATED APRIL 24,
1989, BETWEEN YATES PETROLEUM CORPORTION, "OPERATOR", AND PLAIN RADIO, ET AL,
"NON-OPERATCRS", COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

ATTEST: WES-TEX DRILLING COMPANY
By: By:
Title: Title:

JACK T. CARGILL

1 ~ /d“
//{AMES K. LUSK

i

KEMP MC MILLAN

JAMES C. CRAIN

STATE OF )
:SS
COUNTY OF _ )
The fcregoing instrument was acknowledged before me this day of
, 1989 by P for
WES-TEX DRILLING COMPANY, a company, on s.half of said
company.

My commission expires:

Notary Public

STATE OF )
: S8
COUNTY OF _ )
The foregoing instrument was acknowledged before me this day of

, 1989 by JACK T. CARGILL.

My commission expires:

Notary Public

STATE OF Algi [ }g:{ d

7 :SS
counTy OF { M na i <)
. . . . D
The foregoing instrument was acknowledged before me this .52 — day of
(l(gkj\ , 1989 by JAMES K. LUSK.
My ”0 SSI“H expires: <:::;l£L. é; (1JFXThW7LkJG£lr
|7 (}& tary Public
STATE OF _ )
:Ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

., 1989 by KEMP MC MILLAN.

My commission expires:

Notary Public

STATE OF )
- :SS
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 1989 by JAMES C. CRAIN.

My commiscsion expires:

Notary Public



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989, BETWEEN YATES
PETROLEUM CCRPORATION, "OPERATOR", AND PLAIN RADIO, ET AL, "NON~OPERATORS", COVERING
LANDS IN CHRVES COUNTY, NEW MEXICO.

EXHIBIT "a"

Lards Subject to Agreement:

Township 6 South, Range 25 East, NMPM
Section 20: NWi

Coritaining 160.00 acres, more or less
Cheves County, New Mexico

2. Depth Restriction: -
Surface to 100' below tdd

3. Drilling Unit for First Well:
Proration Unit as established by the New Mexico OCD

II. Leasehold and Percentage Interests of Parties Under the Agreement:

PARTICIPATING
NAME ACRES % OF UNIT
YATES PETRO.LEUM CORPORATION 16.0 10.00%
YATES DRILLING COMPANY 8.0 5.00
ABO PETROLEUM CORPORATION 8.0 5.00
MYCO INDUSTRIES, INC. 8.0 5.00
PLAINS RADIO BROADCASTING COMPANY 40.0 25.00
FRED F.POOL, JR.and PENTA J. POOL,
CO~TRUSTE3:S OF THE FRED F. POOL
AND PENTA J. POOL TRUST V/A 1-23-84 18.0 11.25
FIGGI NATURAL RESOURCES, INC. 15.6 8.75
WES-TEX DRILLING COMPANY 2.4 1.50
JACK T. CARGILL 1.6 1.00
JAMES K. LUSK l.6 1.00
KEMP MC MILLAN .8 .50
JAMES C. CRAIN 20.0 12.50
MARSH OPERATING COMPANY 20.0 12.50
160.0 100.00%

ITI. Addresses of Parties to Which Notices Should be Sent:

YATES PETROLEUM CORPORATION
YATES DRILLING COMPANY

ABO PETROLEJM CORPORATION
MYCO INDUSTRIES, INC.

105 south Fourth Street
Artesia, New Mexico 88210
ATTN: Janet Richardson

FIGGI NATURAL RESOURCES, INC.
P.0O. Box C 32063
Richmond, Virginia 23261
JACK T. CARGILL

P.O. Box 156
Springer, New Mexico 87747-0156
KEMP MC MILLAN

P.O. Box 554

Pilot Point, Texas 76258

MARSH OPERATING COMPANY
1625 Broadway

Suite 2100

Denver, Colorado 80202

Revised - 6-2-89

PLAINS RADIO BROADCASTING COMPANY
P.0O. Box 9354
Amarillo, Texas 79105

FRED F. POOL DRILLING COMPANY
P.0O. Box 1393
Roswell, New Mexico 88201
WES~TEX DRILLING COMPANY
P.0O. Box 2895
Abilene, Texas 79604
JAMES K. LUSK

2115 Barnett Drive
Roswell, New Mexico 88201
JAMES C. CRAIN

P.0O. Box 460

Dallas, Texas 75221



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989, BETWEEN YATES
PETROLEUM CORPORATION, "OPERATOR", AND PLAIN RADIO, ET AL, "NON-OPERATORS", COVERING

LANDS IN CHAVES COUNTY, NEW MEXICO.

1. LESSOR:

LESSEE:

Expiration Date of Lease:
Serial No. of Lease:

Description:

2. LESSOR:
LESSEEL:
Expiration Date of Lease:
Seria.. No. of Lease:

Descr:ption:

3. LESSOR:
LESSEE:
Expiration Date of Lease:
Serial No. of Lease:

Description:

4. LESSOR:
LESSEZ:
Expiration Date of Lease:
Serial No. of Lease:

Description:

William H. Erickson, a married man dealing in
his sole and separate property

Yates Petroleum Corporation - 40%

Yates Drilling Company - 20
Abo Petrcleum Corporation - 20
Myco Industries, Inc. - 20

June 11, 1989
Fee

Township 6 South, Range 25 East, NMPM
Section 20: E3NW

Containing 40.00 net acres, more or less
Chaves County, New Mexico

Johnnie Mae Turner, sep est.

James C. Crain

March 19, 1992

Fee

Township 6 South, Range 25 East, NMPM
Section 20: EiNW

Containing 10.00 net acres, more or less
Chaves County, New Mexico

Mildred Jennings, sep est.

James C. Crain

March 29, 1992

Fee

Township 6 South, Range 25 East, NMPM
Section 20: E&NW

Containing 5.00 net acres, more or less
Chaves County, New Mexico

Louise Richardson, sep est.
James C. Crain
March 19, 1992

Fee

Township 6 South, Range 25 East, NMPM

Section 20: EINW

Containing 5.00 net acres, more or less
Chaves Countyv. New Mexico



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989, BETWEEN YATES
PETROLEUM CCRPORATION, "OPERATOR", AND PLAIN RADIO, ET AL, "NON-OPERATORS", COVERING
LANDS IN CHAVES COUNTY, NEW MEXICO.

S. LESSOR: Billie Jo Heisch, sep est.
LESSEE: James C. Crain
Expiration Date of Lease: March 19, 1992
Serial No. of Lease: Fee
Description: Township 6 South, Range 25 East, NMPM

Section 20: EiNW
Containing 5.00 net acres, more or less
Chaves County, New Mexico

6. LESSOR: Zula F. Owen, Jr.
LESSEE: Plains Radio Broadcasting Company - 50.0%
Fred F. Pool Trust - 22.5
Figgi Natural Resources, Inc. - 19.5

Wes-Tex Drilling Company - 3.0
Jack T. Cargill - 2.0
James K. Lusk - 2.0
Kemp McMillan - 1.0

Expirat:ion Date of Lease: HBP

Serial No. of Lease: Fee

Description: Township 6 South, Range 25 East, NMPM
Section 20: WiNW3}
Containing net acres, more or less

Chaves County, New Mexico

7. LESSOR: Etta Lea (Sally) Price Goff
LESSEE: Plains Radio Broadcasting Company - 50.0%
Fred F. Pool Trust - 22.5
Figgi Natural Resources, Inc. - 19.5

Wes-Tex Drilling Company - 3
Jack T. Cargill - 2
James K. Lusk - 2,
Kemp McMillan - 1

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Descriotion: Township 6 South, Range 25 East, NMPM
Section 20: WiNW2i

Containing net acres, more or less
Chaves County, New Mexico

8. LESSOR: Ralen Foreman

|
v
(=]
(@]
o0

LESSEE: Plains Radio Broadcasting Company
Fred F. Pool Trust
Figgi Natural Resources, Inc. - 19.
Wes-Tex Drilling Company - 3
Jack T. Cargill - 2
James K. Lusk - 2
Kemp McMillan - 1

I
[}
[\ 8]
.
(5]

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Description: Township 6 South, Range 25 East, NMPM
Section 20: W3iNW3}
Containing net acres, more or less
Chaves County, New Mexico




ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989, BETWEEN YATES
PETROLEUM CORPORATION, "OPERATOR", AND PLAIN RADIO, ET AL, "NON-OPERATORS", COVERING
LANDS IN CHAVES COUNTY, NEW MEXICO.

9. LESSOR: Roy Foreman
LESSEE: Plains Radio Broadcasting Company - 50.0%
Fred F. Pool Trust - 22.5
Figgl Natural Resources, Inc. - 19.5

Wes-Tex Drilling Company - 3.0
Jack T. Cargill - 2.0
James K. Lusk - 2.0
- Kemp McMillan - 1.0

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Descriotion: Township 6 South, Range 25 East, NMPM
Section 20: WiNW}
Containing net acres, more or less

Chaves County, New Mexico

10. LESSOR: Lea F. Chaney

]
wn
(@]
o
oo

LESSEE: Plains Radio Broadcasting Company
Fred F. Pool Trust

Figgi Natural Resources, Inc. - 19.5

Wes-Tex Drilling Company - 3.0

Jack T. Cargill - 2.0

2.0

1.0

1
[\S]
[\*]
.
wn

James K. Lusk -
Kemp McMillan -

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Description: Township 6 South, Range 25 East, NMPM
Section 20: WiNW3}

Containing net acres, more or less
Chaves County, New Mexico

11. LESSOR: Glynn Schmelzla

LESSEE: Plains Radio Broadcasting Company - 50.0%
Fred F. Pool Trust - 22.5
Figgi Natural Resources, Inc. - 19.
Wes-Tex Drilling Company - 3
Jack T. Cargill - 2
James K. Lusk - 2.
Kemp McMillan - 1

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Description: Township 6 South, Range 25 East, NMPM
Section 20: WiNW3

Containing net acres, more or less
Chaves County, New Mexico




ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989, BETWEEN YATES
PETROLEUM CORPORATION, "OPERATOR", AND PLAIN RADIO, ET AL, "NON-OPERATORS", COVERING
LANDS IN CHAVES COUNTY, NEW MEXICO.

12. LESSOR: Milton Foreman

LESSEE: Plains Radio Broadcasting Company - 50.0%
Fred F. Pool Trust - 22.5
Figgi Natural Resources, Inc. - 19.5
Wes-Tex Drilling Company - 3.0
Jack T. Cargill - 2.0
James K. Lusk - 2.0
Kemp McMillan - 1.0

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Descriotion: Township 6 South, Range 25 East, NMPM
Section 20: WiNW3
Containing net acres, more or less

Chaves County, New Mexico

13. LESSOR: Bronson M. Corn and Ruth H. Corn

LESSEE: Plains Radio Broadcasting Company - 50.0%
Fred F. Pool Trust - 22.5
Figgi Natural Resources, Inc. - 19.5
Wes-Tex Drilling Company - 3.0
Jack T. Cargill - 2.0
James K. Lusk - 2.0
Kemp McMillan - 1.0

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Descriotion: Township 6 South, Range 25 East, NMPM
Section 20: WiNW3
Containing net acres, more or less

Chaves County, New Mexico

14. LESSOR: D.F. Hobbs

I
wu
(@]
(@]
L

LESSEE: Plains Radio Broadcasting Company .
Fred F. Pool Trust

Figgi Natural Resources, Inc. - 19.5

Wes-Tex Drilling Company - 3

Jack T. Cargill - 2

2

1

I
N
N
.
o

James K. Lusk -
Kemp McMillan -

Expiration Date of Lease: HBP

Serial No. of Lease: Fee

Descriotion: Township 6 South, Range 25 East, NMPM
Section 20: WiNW}
Containing net acres, more or less
Chaves Countv. New Mewxico




ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989, BETWEEN YATES
PETROLEUM CCRPORATION, "OPERATOR", AND PLAIN RADIO, ET AL, "NON-OPERATORS", COVERING
LANDS IN CHRVES COUNTY, NEW MEXICO.

15.

l6.

17.

LESSOR:

LESSEE:

Expiration Date of Lease:
Serial No. of Lease:

Description:

LESSOR:

LESSEE:

Expirazion Date of Lease:
Serial No. of Lease:

Description:

UNLEASED MINERAL INTEREST:

Description:

Clyde Price

Plains Radio Broadcasting Company

Fred F. Pool Trust

Figgi Natural Resources, Inc.
Wes-Tex Drilling Company
Jack T. Cargill

James K. Lusk

Kemp McMillan

HBP
Fee

Township 6 South, Range 25 East,

[ |
[\
N O
P
wn O

o0

NMPM

Section 20: WiNW}
Containing net acres, more
Chaves County, New Mexico

or less

Bronson Corn and wife Ina Lee and

Bronson M. Corn, Trustee
of the Bronson Corn Trust

Plains Radio Broadcasting Company

Fred F. Pool Trust

Figgi Natural Resources, Inc.
Wes=-Tex Drilling Company
Jack T. Cargill

James K. Lusk

Kemp McMillan

HBP
Fee

Township 6 South, Range 25 East,

NMPM

Section 20: W3INW}
Containing net acres, more
Chaves County, New Mexico

Geneva Newman

Township 6 South, Range 25 East,

or less

NMPM

Section 20: EiNW
Containing 20.00 net acres, more
Chaves County, New Mexico

or less
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EXHIBIT “Cc

Attached to and made a part of .Operating Agreement dated. April.24, 1989

2etween Yates. Petroleum. Cornoration. " " Plai i
, W poY et erator',.-and-t-+ain.Radio,
3€7al, "Non-Operators', covering lands in Chawes ooanty. New Mewico.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions

“Joint Propertyv’ shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is at.ached.

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

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

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

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

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

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

~Controliable Material” shall mean Material which at the tirmie is so classified in the Material Classification Manual
as most recen:ly recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

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

Advances anc. Payments by Non-Operators

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

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (1245) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with
the collection of unpaid amounts.

Adjustments

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

Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and records rclating to the Joint Account for any calendar year within the twenty-four (24) month
period following the cnd of such calendar year: provided, however, the making of an audit shall not ¢xtend the

time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this

Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Ope
tor. Operator shall bear no portion ol the Non-Operators’ audit cost incurred under this paragraph unle
to by the Operator.

ra-
ss aureed

Approval by Non-QOperators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains
no contrary vrovisions in regard thereto, Operator shall noufy all Non-Operators of the Operator's proposal, and
the agreement or approval of a majority in interest ot the Non-Operators shail be controlling on all Non-Opera-
rors.

LIPR-




iy

II. DIRECT CIIARGES

Operator shall charge the Joint Account with the f{ollowing items:

1.

2,

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Jouint Operations.
Labor

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

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

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

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

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

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

Employee Benefits

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

Material

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

Transportation

Transpor:ation of employees and Material necessary for the Joint Operations but subject to the following limita~
tions:

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

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

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

Services

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

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use ot Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
. operating 2xpense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area

of the Joint Property.

B.. In iieu of charges in Paragraph TA above, Operator may clect to use average commercial rates prevailing in
the immeciate area of the Joint Property less 20 . Fpl' automotive equipment, Operator may elect to use rates
published by the Petroieum Motor Transport Association,

Damages and Losses to Joint Property

All costs or ¢xpenses necessary for the repaiv or replacement of Joint Property made necessary because of dam- ©
ages or losses incurred by lire, tlood. storm, thert, aceident, or other cause, except those resulting {rom Operator's
aross negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereol hus been received by Operator.

Legal Expente

Expense of Landling, investigating and setthing litization or claims, discharging of liens, payvment of judements
and amounts paid tor settlement of claims incurred in or resulting from operations under the agreement or
necessaty to protect or recover the Joint Property. exeept that no charge lor services of Operator's leval staff
or fees or exoense of outside attorneys shall be made unless previously agreed to by the Pacties. All other lepal
expense s considered to be covered by the overhead provisions of Scction I unless otherwise agreed ta by the

y

Parties. excent us provided in Section [, Puaragraph 3.
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10.

11.

12.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-

tion thereof, or the production therefrom, and which taxes have been paid by the Opcrator for the benefit of the
Parties.

Insurance

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

Other Expenditures

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

HI. OVERHEAD

Overhead - Drilling and Producing Operations

1. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( XX) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included .n the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
ii. The salaries wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not (X ) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilliag Well Rate $ 3,500.00
Prodicing Well Rate $_320.90

(2) Applica:ion of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate

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

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate, Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days.

(b) Producing Well Rates

[1] An active well either produced or injected into for any portion of the month shall be considered
as a one-well charge for the entire month.

[2] Each active completion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority.

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

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

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreema=nt to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment.




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

—  Percent ( ¢.) of the cost of Development of the Joint Property excl: o of costs
provided under Paragraph 9 of Section Il and all salvage credits.

(b) Operating

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

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

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

2. Overhead - Major Construction

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

Ofs L] O|-

A. __ 5 < of total costs if such costs are more than $__25,000.00 pbut less than $.100,000.00 . plus
B. __i__% of total costs in excess of $ 100,000.00 but less than $1,000,000; plus
C. ___2 < of total costs in excess of $1,000,000.

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

Amendment of Rates

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

1V. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property: how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and. or surrlus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to ouisiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material.” The disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties.

1.

e

Purchases

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

Transfers and Dispositions

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

A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
publisaed price f.0.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.

(2) Line Pipe

{a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-
irally available.

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

(3) Other Aaterial shall be priced at the current new price, in eifect at date of movement, as listed by a reliable
supply store or f.0.b. railway receiving point nearest the Joint Property where such Material is normally
avail: ble.

3. Goud Used Mlaterial (Condition 13)

Slaterial in osound and cerviceable condition and suitable for reuse without reconditiomne:

(1) Mate 1zl moved 1o the Juint Property
(4) At reventy-live pereent (759 ) of current new price. as determuned by Puragrapn 2.\ of this Section [V,

{2) late-ial moved from the Joint Property
() LU eventyv-inve percent (7370) of current new price. asJdetermined by Parnaraph 2.0 ot thiz Section TV,

i Llaterial was originally charged w the Joint Account as new Materind, or

S
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(b) at sixty-five percenmt (6390 ) of current new price, as & ermined by Paragraph 2A 0 cbe Toetion
IV, it Mstenad was angiraily charged to the Joint Account as good used Material ot sev L -itve per-

cent (T37-) Y currentl few nrice.

The cost of recondiuvmang, ¥ any, shail be absorbed by the transferring property.
C. Other Used nlater:zt (Conditian C and D)
(1) Condition C

Materia. which is not in sound und serviceable condition and not suitable for its original i..aciion until
atter reonditicnang shall be priced at fifty percent (309,) of current new price as determined by Para-
graph ZA ot this Secton IV, The cost of reconditioning shall be charged to the receiving property, pro-
vided Candition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D

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

D. Obsolete Material

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

E. Pricing Corditions

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

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

Premium Pricas

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

Warranty of Material Furnished hy 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 frqm the manufacturers or their agents.

V. INVENTORIES
Operator shal maintain detailed records of Controllable Material.
Periodic Inventories, Notice and Representation

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

Reconciliation and Adjustment of Inventories

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

Special Invertories

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

Expense of Conducting Periodic Inventories

The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agrecd to by the
Parties.




ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF
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ADDITIONAL INSURANCE PROVISIOHNS

Operator, during the term of this agreement, shall carry insurance for the

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

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

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

(B) Public Liability Insurance:

Bodily Injury - $500,000.00 each occurrence.

() Automobile Public Liability Insurance:
Bodily Injury - $250,000.00 each person.
$500,000.00 each occurrence.

Property Damage - $100,000.00 cach occurence.

Except as authorized by this Exhibit "D", Operator shall not make any charge to
the join: :iccount for insurance premiuams. Losses not covered by Operator's
- insurance (or by insurance required by this agreement to be carriad for the

henefit and at the cxpense of the parties hereto) shall be charged to the

joint account.



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989
BETWEEN YATES PETROLEUM CORPORATION "OPERATOR", AND PLAIN RADIO, ET AL,
"NON-OPERATORS", COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

EXHIBIT "B

GAS BALANCING AGRFEMENT

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

In accordance with the terms of the Operating Agreement, each party
thereto has the right to take its share of gas produced from the Contract Area
and market the same. In the event any of the parties hereto collectively owning
participation percentages of less than 50% are not at any time taking or market-
ing their share of gas or have contracted to sell their share of gas produced
from the Contract Area to a purchaser which does not at any time while this
agreement is in effect take the full share of gas attributable to the interest
of such parties, this agreement shall automatically become effective upon the
terms hereinafter set forth.

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

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

3. At all times while gas is produced from the Contract Area, each
party hereto will make settlement with the respective royalty owners to whom
they are each accountable, just as if each party were taking or delivering to a
purchaser its share, and its share only. Each party hereto agrees to hold each
other party harmless from any and all claims for royalty payments asserted by
royalty owners to whom each party 1s accountable. The term "royalty owner"
shall include owners of royalty, overriding royalties, production payments and
other similar interests.

Each party producing and taking or delivering gas to its purchaser
shall pecy any and all production taxes due on such gas.

4. After notice to the Operator, any party at any time may begin tak-
ing or celivering to its purchaser its full share of the gas produced from a pro-
ration unit under which it has gas in place less such party's share of gas used
in operztions, vented or lost. In addition to such share, each party, including
the Operator, until it has recovered its gas in place and balanced the gas ac-
count as to its interest, shall be entitled to take or deliver to its purchaser
a share of gas determined by multiplying 50% of the interest in the current gas
production of the party or parties without gas in place by a fraction, the numer-
ator of which is the interest in the proration unit of such party with gas in



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

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

6. If a proration unit ceases to produce gas and/or liquid hydrocar-
hons in paying quantities before the gas account is balanced, settlement will be
made between the underproduced and overproduced parties. In making such settle-
ment, the underproduced party or parties will be paid a sum of money by the over-
produced party or parties attributable to the overproduction which said overpro-
duced party received, less applicable taxes theretofore paid, at the applicable
price defined below for the delivery of a volume of gas equal to that for which
settlement is made. For gas, the price of which is not regulated by federal,
state or other governmental agencies, the price basis shall be the price re-
ceived for the sale of the gas. For gas, the price of which is subject to regqu-
lation by federal, state or other governmental authorities, the price basis
shall be the rate collected, from time to time, which is not subject to possible
refund, as provided by the Federal Energy Regulatory Commission or any other gov-
ernmental authority, pursuant to final order or settlement applicable to the gas
sold from such well, plus any additional collected amount which is not ulti-
mately required to be refunded by such authority, such additional collected

amount <o be accounted for at such time as final determination is made with
respect hereto.

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

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

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

upon the parties hereto, their heirs, successors, legal representatives and
assigns.






ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED APRIL 24, 1989
BETWEEN YATES PETROLEUM CORPORATION , "OPERATOR", AND PLAIN RADIO, ET AL,
"

NON-OPERATORS" COVERING LANDS IN CHAVES COUNTY, NEW MEXICO.

EXHIBIT "P"

EQUAL EMPLOYMEMT OPPORTUNITY PROVISION

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

(1) The Opecrator will not discriminate against any employec or applicant
for employment because of race, color, religion, national origin or
sex. The Operator will take affirmative action to ensure that appli-
cants are employed, and that employees are treated during employment,
without regard to their race, color, religion, national origin or sex.
Such action shall include, but not be limited to the following: Employ-
ment, upgrading, demotion, or transfer, recruitment or recruitment ad-
vertising; layoff or termination; rates of pay or other forms of com-
pensation; and selection for training, including apprenticeship. The
Operator agrees to post in conspicuous places, available to employees
and applicants for emplecyment notices to ke provided for the contract-

ing officer setting forth the provisions of this non-discrimination
clause.

{(2) The Cperator will, in all solicitations or advertisements for emplcyees
placed by or on kehalf of the Operator, state that all qualified appli-
cants will receive consideration for employment without regard to race,
color, religion, national origin or sex. N

{3) The Operator will send to each labor union or representative of workers
with which it has a collective bargaining agreement or other contract
or understanding, a notice to be provided by the agency contracting
officer, advising the labor union or workers' representative of the
Operator's commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

(4) The Oﬁerator will comply with all provisions of .Executive Order 11246
of Sep:ember 24, 1965, and of the rules, regulations, and relevent orcers
of the Secretary of Labor.

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

(6) In the event of the Operator's non-compliance with the non-discrimination
clauses of this contract or with any of such rules, regulations, or orders,
this contract may be cancelled, terminated or suspended in whole or in part
and the Operator may be declared ineligible for further Government contracts
in accordance with procedures authorized in Executive Order 11246 of
September 24, 1965, and such other sanctions may be imposed and remedies
invoked as provided in Executive Order 11246 of September 24, 1965, or by
rule, regulation, or order of the Secretary of Labor, or as otherwise pro-
vided by law.

Exhib:.t "F"
Page ..
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(7) The Operator will include the provisions of Paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules,
regulat:.ons, or orders of the Secretary of Labor issued pursuant to
Section 204 of Exccutive Order 11246 of Scptember 24, 1965, so that
such provisions will be binding upon each subcontractor or vendor.
The Operator will take such action with respect to any subcontract
or purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for non-compliance:
Provided, however, that in the event the Opcrator becomes involved
in, or is threatened with, litigation with a subcontractor or vendor
as a result of such direction by the contracting agency, the Operator
may requaest the United States to enter into such litigation to pro-
tect th2 interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100
{EEO~1) promulgated jointly by the Office of Federal Contract Compliance, the
Equal Emplovyment Opportunity Commission and Plans for Progress with Joint Pe-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thirty (30)
days of the date of contract award if such report has not heen filed for the
current yvear and otherwise comply with or file such other compliance reports
as may be required under Executive Order 11246, as amended and Rules and Re-
gulations adopted thereunder.

Operatcr further acknowledges that he may be required to develop a written
affirmative action compliance program as required by the Rules-and Regulations
approved by the Secretary of Labor under authority of Executive Order 11246 and
supply Non-(perators with a copy of such program if they so request.

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Nen-Operators that it does not and will not
maintain or provide for its emplovees any segregated facilities at any
of its establishments, and that it does not and will not permit its
employees to perform their services at any location, under its control,
where segregated facilities are maintained., For this purpose, it is
understood that the phrase "segregated facilities" includes facilities
which are in fact segregated on a basis of race, color, religion, or
national origin, because of habit; local custom or otherwise. It is
further understood and agreed that maintaining or providing seagregated
facilities for its employees or permitting its emplovees to verform their
services at any location under its control where segregated facilities
are maintained is a violation of the equal cpportunity clause required
by Executive Order 11246 of September 24, 1965.

Operator further understands and agrees that a breach of the
assurance herein contained subjects it to the provisions of the Order
at 41 CFR Chapter 60 of the Secretary c¢f Labor dated lay 21, 1968, and
the provisions of the equal opportunity clause enumerated in contracts
between the United States of ARmerica and Non-Operators.

Whoever knowingly and willfully makes any false, fictiticus or

fraudu._ent representation may be liable to criminal prosecution under 18
U.5.C. 8 1001.

Exhibit "p"
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CUMULATIVE PRODUCTION THROUGH 1988
FROM NMOGEC ANNUAL REPORT

(VALUES IN MILLIONS OF CUBIC FEET; MMCFG)

TOTAL WELLS IN 9 CONTIGUOUS SECTIONS AROUND SEC. 20: 24
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71% 1 NUMBER OF WELLS WITH MARGINAL ECONOMICS (225 - 300 MMCFG): 4 (17%)

NUMBER OF ECONOMIC WELLS (>300 MMCFG): 7 (29%)
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101 SKINNY QO STATE #2 .. YPC S S e e e
102 5040G6-02-0
103 16-6S-25€ CHAVES NM .
104 ABO e A O
107 F=51S P=01C
117 CASE $com . L _
£ 120 1 89 12 1 1 B9 25 |
wele  0OP. COST ___ OP. COST ADV. TAX MA JOR PROD DATE
FRACTION ($/70/M3) {$/7M2,) (PCT) PH. NAME {MO/DY/ZYR)
210 «256000C0 .00 . §85.00 2.197 GAS 1/ 1/89
PHASE CuM PRAD REV. INT PRICE SEV. TAX NO. OF RATIO TO
NAME {MUNITS) = FRACTION ($/7UNIT) (PCT) wWaLLS MAJOR PH
222 GAS 868.567 «21875000 1.500 4.400 1.0
400 CASE $TAX
600 SERIES LINES:
% 640 DATA GAST : 0.163 UNTIL 1990.5 AD
* 645 DATA SEVG 1 ESC 0 % 199045 AU : JUMP TO 8.1
PH. NAME ' CURVE TP DECLINEX Q1 RATE QT RATE CUM. LIMIT (M OR Y) CALC VALUE
410 GAS 7 80.000  17.636 187 .587 x 10.000 x D
CALC . GAS 80.000END= 10.000 187.537 87 . 492 5,421 YRS ) 1118.4990 MMCF
a11 GAS EXP o LAST LAST 19.000 X x Y
CALC GAS EXP END= 10.00C 87,492 19.000 26.008 YRS > 1386.9645 MMCF
ECONOMIC LIFE (YRS):  21.000
GROSS GAS (MMCF ) : 494,306
r'
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-END- ---GROSS PRODUCTIOJN--- =----NET PI0DUCTION---~- OIL GAS NET OPER  SEV+AOVe NET _OPER. _ _CAPITAL . CASH FLOW
MO-YR OIL, MBBL 'GAS, MCF OIL, MBBL GAS, MMCF $/8 S /M REVENUES WwF TAXES EXPENSES COSTS, M$ BTAX, Ms
12-89 .000  62.5487 ,200 13.682 .00 1.50 20.523 3.515 1,755 000 . 15.253
12-9¢ .Coo 52.834 .000 11.557 .00 1.50 17.338 2.361 1.755 .000 13.220
12-91 .000 45.536 «200 9.961 .00  1.50 16.942 1.512 1.755 .000 11.675
12-92 .C00 39.875 000 8.723 .00  1.50 13.085 1.324 1.755 .000 10.006
12-93 .000 35.365 .C00 7.736 .00 1.50 11.504 1.174 1.755 .000 8.675
) 12-94 © .C00  31.690 4000 6.932 .00 1.59 10.393 1.052 1.755 .000 7.591
12-95 L0006 23.517 .000 6.238 .00 150 2.357 947 1.755 .0G0 6.655
12-96 .0C0 25.566 .000 S.614 .2 1.50 8.421 .852 1.755 .000 5.814
12-97  ,000  23.099 600 5.053 .00 1.30 s80 767 . 1.75S .000 5.058
) 12-98 . 000 20.739 L0006 4.548 .00 1.52 6.822 691 1.75S . 000 4,376
_12-99  .000  18.710 .0 0C 4.293 .00 150 6.140 .621 1.755  .000 3.764
12- 0 .600 15.840 .000 3.684 .00 1.50 5.526 <560 1.755 .000 3.211
12- 1 . 000 15.155 .C00 3.315 .00 1.50 4.973 «503 1.755 «G0O 2.715
. i2=- 2 000 = 13.546 = 002 1 2.984 .00 1.50 8,476 453  1.7SS _  .000 2.268
12- 3 YY) 12.276 .000 2.5685 .00 1.50 4.028 .407 1.755 .000 1.866
.
12— & .000 11.048  .000  2.817 .00 1.50 3.526  .367 1.755 . .000 1.504
12-75 .0Co 9.943 L0090 2.175 .00 1.50 3.2563 <330 1.755 «000 1.178
12- 6 .000 8.949 .002 1.958 .00 1.50 2.937 .297 1.755 .000 .835
12-7 .000 8.055 4000 14762 .00 1.50 24643 4267 1.755_______ _ 000 621
1278 .000 7.248 . 000 1.586 .00 1.50 2.379 .261 1.75S .000 .383
s Tvor .000 487.782 «C00 106,703 .00 1450 _ 150.059 1B8.281 _ 35.100 _____4000_.__ _106.718_
- REM. .000 6.524 .009 1.427 .00 1.50 2.161 .216 1.755 .000 «170
w TOTAL <G00 494.306 .200 108.130 .00 1.50  162.200  18.457  36.8S5S ".000 106.888
i .
i CuM. .000 868.567 NET OIL REVENUES (M$)  .000 —-=—-————-pPRESENT_WORTH_PR;

04s27789
. 14:44,08
A

279

25.00 PCT
cCuM, DISC
8TAX, M$

13.5671
23.150
29. 847
34,439
37.524

39.853
41417
42.510
43.271
43,797

44.159
44,405
44.573
44,685
44.759

48,806
46,836
46.854

44,864
44.869

44.969
44.871

44,871

_PROFILE=======~-




ULT «

NET GAS REVENUES (M$)

000 1362.873 TOTAL REVENUES (M3)
BTAX RATE OF RETURN (PCT) 100.00 PROJECT LIFE {YEARS)

6TAX PAYOUT YEARS .00 OISCOUNT RATE (PCT)

BTAX PAYOUT YEARS (DISC) .00 GROSS OIL WELLS
BTAX MET INCOME/INVEST .00 GROSS GAS WELLS

BTAX NET INCOME/INVEST (DISC) .00 GROSS WELLS

INITIAL Wel. FRACTION T .250000  INITIAL NET OIL FRACTION
FINAL welo. FRACTION « 250000 FINAL NET OIL FRACT{ON
PRODUCTION START DATE o 1- 1-89  [NITIAL NET GAS FRACTION
MONTHS IN FIRST LINE 12.00 FINAL NET GAS FRACTION

pIscC

162.200 Pw OF NET 0ISC Pw.OF NET
162.200 RATE BTAX, M$ RATE BTAX, M$
21,000 .0 106.888 30.0 40.516
25.000 2.0 96.147 35.0 37.039
4000 5.0 83.421 40.0 34,2084
1.000 8.0 73.632 45.0 31.847
1.000 10.0 68.308 50.0 29.857
. 120 63,721 60.0_ 26,676
.000000 15.0 57.945 70.0 264.243
.0000092 18.0 53,198 890.0 22.324
<218750 20,0 50,676 ___ 90.0_ _20.765_ .
+218750 25.0 46,871 10040 19.472

o
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-
i . S —— . e S e Y e
- 2222222222222222222222222222222222222222
s FILE NAME: A { 282) . DATA REPORT DATE: 04/27/89
e RN - - .= N S R T T S e e TIMEZ..142464,08. - ..
CASE NAME: S50400-06-0
-
_ 101 SKINNY QO STATE #5 YPC._ . . . . . .
102 50400~06-0 .
- 103 16-6S-25E CHAVES NM
108 ABO L
107 F=515 P=010
-
117 CASE $cCcom -
¥ 120 1 89 12 1 1 89 25 1 p
wele  QP. COST _ _ 0OP. COST ADV. TAX MA JOR PROD DATE —
FRACTION { 3/ v/7MO) ($/MO. ) (PCT) PHe NAME (M0/0YZ/YR)
- e wmmtar | e e e e —— - - -t as ot mmam ma e meew ms om oam o > v we em e mm e e - —
210 « 25000000 ) <00 558,00 2.197 GAS 1/ 1/89
- PHASE CUM PROD REV. INT PRICE SEV. TAX N3. OF RATIO TOQ
NAME {MUNITS) FRACTION ($/7UNIT) (PCT) WELLS MA JDOR PH
- 222 GAS 212.449 .21875000 1.500 6,400 1.0
400 CASE $TAX
-
600 SERIES LINES:
- * 640 DATA GAST : 0.163 UNTIL 1990.5 AD
# 645 DATA SEVG : ESC 0 X 1990.5 AD : JUMP TD B.l i
- PHe NAME CURVE TP DECLINEX Ql RATE GT RATE CUM. LIMIT (M OR Y) CALC VALUE
410 GAS 80.000 22.146 75.141 X 10.0C0 x ) ) N
- CALC GAS B0.000END= 10,000 75.141 25.473 6.871 YRS 0 319.022 MMCF
411 GAS EXP , LAST LAST 10.000 x x s} ‘
CALC GAS EXP END= 10.000 25.473 10.000 15.745S YRS 0 372.624 MMCF
-
ECONOMIC LIFE (YRS): 12.000 o i -
GROSS GAS {MMCF} = 143,415




37777272727 222227222227222222222222222227 T B T Tt s e e -
SKINNY QO STATE #6 YecC DATE: 06727789
MO#OOIOO!H.OI! .|l:...!|... T T T o - M e eimme o e e e~ e e e e e e e e e e e _TIME: 1 4:44,08

16-65-25E CHAVES NM FILE: A L
AB0 GETw: 282 -

... RESERVES AND ECONOMILCS ) -
F=515 P=010 ZERO OPCOST (522) «
) T, AS OF JANUARY 1, 1989 e e e e
=-PRICES-~-- ~===-=—--<DPERATIONS, M$----e=-- 25.00 PCT “
-END- ---GROSS PRODUCTION--- ----NET PRODUCTION---- OIL G AS NET QPER SEV+ADV+ NET OPER _ CAPITAL __ CASH FLOW CUM. DISC
MO-YR  OIL, Mus8L GAS, MMCF OIL, MBBL GAS, MMCF $/8 $/M REVENUES WF TAXES EXPENSES COSTS, M$ BTAX, M3 BTAX, M3
- - —— - -t o= am o —n am o - —— = - ———— - —— - —— e - - - - - — - — ———— - - m mm o - - - ———— - — - —— - - - — e e an e e o ———— -—— —— - - [ ]
12-89 . 000 24.437 «000  S.346 403  1.50 83.019 1.373 14676 000 4,972 4.456
12-90 7 .000 @ “19.806 .000 4.333 <00 1.50 6.500 .885 1.674 «000 3.941 7.282
12-91 .000 16.547 «000 3.620 «00 1.50 S.430 «550 1.574 .000 3.206 9.121 ]
t2-92 .+000  14.142 000 3.094 <00 1.50 4.641 «470 1.674 .000 2.497 10.267
12-93 000 S 12.301 «000 2.691 <03 1.50 5.037 «609 1.674 .000 1.95¢4 10.984
<
.2-94 . 4000  18.852  ,000  2.374 .00 1,50 3.561 «360 1.674 000 . . 1.527 11.432
2-95 .C00 9.682 .000 2.118 .00 1.50 3.177 .321 1.674 .000 1.182 11.710
2-96 .000 8.705 .000 1.904 .00 1.50 2.856 .289 1.674 000 .893 11.878 L
.2-97 060 7.835S  ,000  1.71a .00 1.S50 2.571 . 260 1.674 4000 . . . 637 11.974
2-98 77,000 7 T 7.0s1 T .00) 1.5642 <00 1.50 2.313 .234 1.674 .000 « 405 12.023
-
2-99 ‘ «000 6.366 .000 1.388 «03  1.50 2.082 .211 1.676 .000 «197 12.042
2- 07 777 oeo T sV 0 T Uooo 1.249 .00 1.50 1.874 «190 1.5674 .000 010 12.043
2- 1 ®
2- 2
3 e e
:, ®
2- 4 v

N-. 7 e e e e - o . e - - - -

2- 8

Tor 4000 143,615  .p00 31,373 .03 1450 a7 .00l 5.552 20.088 _ «000  21.621 .  12.043

EM. « 000 «+000 «000 « 000 « 00 «00 « 000 «000 «+ Q00 «000 «+000 12.043 ®
oTAL  .000 143,415 <G00 314373 .00 1.5 47.061  S5.552  20.088  .000  21.421 12.043

UM. .. .®000  212.449 - . ... NET OlL REVENUES (M$) .000 | merece-==PRESENT WORTH PROFILE-c~~=-===m

{2 X F £ F-2 § 84 4 2 4 588 3 658w de o0 a4 de e mmsa e o S e e =







355.864

" BTAX RATE OF RETURN (PCT)
BTAX PAYQUT YZARS
BTAX PAYQUT YEARS (DISCI

" BTAX NET INCOME/INVEST
BTAX NET INCOME/INVEST (DISC)

INITIAL w.l1. FRACTION
_ FRACTION
_PRODUCTION START DATE

"MONTHS IN FIRST LINE

NET GAS REVENUES (Ms$)
TOTAL  REVENUES (M$)

PROJECT LIFE (YEARS)
DISCOUNT RATZ (PCT)
GROSS OIL wELLS
GROSS GAS WELLS
GROSS WELLS

INITIAL NET OIL FRACTION
FINAL NET OlL FRACTION
_INITIAL NET GAS FRACTION
FINAL NET GAS FRACTION

DISC

RATE

« 0

o ON
L
o OO

1C.0
12.0 .
15.0
18.0
20.0
25.0

. 18.476 .

.18.509 .



FILE NAME: BEND

) GENEVA UI #¢
20-65-23E

104
102
103 ARD PECOS SLOPE
104

SPUD 6-10-89

117 CASE sCOM

: GENEVE

4}

120 6 89 12 41 89 25 ¢

W1
FRACTION
210 1,90000009
PHASE
NANE
222 6as
PH, KAKE
410 GAS

CALC GAS

802 INVEST

ECONONIC LIFE
GROSS BAS

OF. £O0ST 0P, COST
($/4/K0} {$/K0.)
00 805,09
Cl® PRED  REV. INT
(MUNITS)  FRACTION

CURVE T DECLINEY
EP 11.000
EP ERD= 11,000

189,420 AL

{YRE): 12,582
(MMCF): 220,358

DATE: (4706789
TIME: 03:25.52

A0V, TAY  MAJDR FROD DATE
(FET) PH. HAKE  (MO/DY/VRY
000 GAS 8/ 1789

FRICE SEV, TRY  ND. OF ATI0 TG
[$/UNIT) {PLT) WELLS MAJOR PH

1500 8,10 1.0
gf RATE 4T RATE CuM, LIKIT (# CR V) CALC VALUE

92.000 17.000 r

32.000 17,009 14,6537 YRS D 234910 MNCF
{6 OF N} TANG-¥$  INTANG-M$  LSEHLD-H§  RISK FRAC

& 83,004 203,900 000

YATES PETROLEUM CORPORAT ION

Case No.

9675

6/07/89 Examiner Hearing
Exhibit No. 12



GENEVA U1 #1
20-48-25E
AB0 PECOS SLOF:

DATE: 06/04/89
TIME: 03:23.52
FILE: GEN2

5PUD &-10-8¢9 GET#: 4
RESER ] CONDH:
AS OF JUNE 1, 1929
--PRICES=-~ -------- OFERATIONS, M$---—----- 23,00 PCT
-END- ---BROSS PROCUCTION--- ----KET PRODUCTION---- OIL GAC  XET GPER  SEV+ADV+ HET GPER  CAPITAL  CASH FLOW CuM. DISC
MO-YR OIL, MBAL GAS, MMCF OIL, MBEL GAS, MMCF /B &/M REVENUES  WF TAYES EYPENSES  COSTS, ®$ BTAX, M$ RTAX, M$
12-89 000 13,657 s00 11,95 W0 17.923 1,452 4,000 288,000 -275.521 -276.310
12-90 009 20,195 008 26,824 S 19,4632 3210 3.600 000 26,822 -295.204
12-91 600 36,874 000 23,513 el 33,273 2.857 3.400 000 22,816 -240.844
12-92 00h 22,547 005 20.927 50 391 2,543 9.800 000 19.248  -231.148
12-93 002 21,287 000 18,526 L3 73 2,263 . 400 000 16,076 -224.47!
12-94 090 18,945 000 16,577 1,50 84 2.0 7.400 L0900 13,252 -220.400
12-93 L0¢0 16,861 000 14,753 1.5 130 1,793 9.500 000 10,737 -217.634
12-9% 200 13,006 000 13.43¢0 130 95 1.595 9.600 000 8,500 -215.878
12-97 L0009 13,256 00 11,687 L350 a3 1.420 9.600 000 6,511 -214,804
12-98 L0400 11,885 000 10,400 1.30 500 £.26 9.600 000 4,736 -214.179
12-39 00¢ 10,579 000 §.237 1,30 1,886 L1238 2,600 000 J.160 -213,845
12- 0 000 3.415 R 8,238 130 2,337 £.001 9.500 000 1756 -213.697
12- { .000 8,389 ey 7,333 1.3 Rih 891 g.600 000 309 -203.663
12- 2
12-3
12- 4
12- 35
12- &
127
i2-8
5181 000 220,358 00 192,814 B 228 1.4 19,200 288,000 -141,803  -213.663
REX. 000 000 040 000 a0 000 000 000 .000 000 -213.483
TOTAL 000 220,359 00 192,814 W 7890225 23,428 119,200 288,000 -141.403  -213.463
Cum, 000 GO0 NET GIL REVENUES (M%) 00 e FRESENT WORTH PROFILE-------—-
NET GAS REVEKLES (M8 289,225 DISC  P¥ OF NET DISC  PW OF NET
ULT. 00 220,358 TOTAL  REVENUES (M8 286,223 RATE  BTAY, M¢ RATE  BTAX, M$
BTAX RATE OF RETURN (PLT) 00 PROSECT LIF RS 12,583 .0 -141.403 30.0 -220.251
BTAY PAYOUT YEARS 12,58 DISCOUNT RA ) 23,000 2.0 -131.724 33.0 -225.689
BTAX PAYOUT YEARS (LISC) 12,58 GROSS OIL HE 000 5.0 -164.908 4¢.0 -230.243
BTAX NET INCOME/INVEST .31 GROSS 545 ¥ 1,000 8.0 -1753.880 45,90 -234.106
ETAY NET INCOME/INVEST {DISC .25 GROSS BELLS 1,080 0.0 -182.218 50.0 -237.421
12,0 -187.874 60.0 -242.808
INITIAL B.I. FRACTICN 1.000000  INITIAL KET ACT 3.0 -195.219 70.0 -246.993
FINAL  W.l. FRACTICN 1.000000  FINAL NET D ACT 020000 18.9 -201.743 B0.¢ -250.334
PRODUCTION START DATE 8- 1-89  INITIAL MET § ACTIO! 875600 20.0 -205.539 90.0 -233.064
MONTHS IN FIRST LINE 7.60 FINAL  RET ACTION 813000 25.0 -213.063  100.0 -239.333



[

FILE NAME: BEN2 | %) EATA REPDRYT

DATE: 04704789
TIME: 03:23.32

[ASE NAME: THREE

{61 GENEVA U 4
107 20-65-25€

163 AEQ PECOS SLOPE
104 SPUD 6-10-89

117 CASE $COM

1206 8912618925 ¢

Y1,
FRACTICH
210 1,00602900
PHASE
NAME

[
3
ra
o
bl
wn

PH, NAME
430 BAS
£aLc GAS

CiiK PROD

800,09

REV, INT

(MUNITS}  FRACTION
e Larsonnny
CURVE TP DECLINEZX
e 11,000
EF EXB= 11,200
1NV, POINT
o
: 20,583
£39.458

225.000

225.000

Lo

HAICR FROD DATE
PH. NAME (MD/DV/YR)
£AS a/ 1/99
SEY, TAY MBLOF RATIO T8
(FCTY WELLS MAJOR FH
8.140 L
47 RATE CuM, LIMIT (M ORY) CALT VALUE
17.000 I D
{7,000 22,330 YRS D 631,485  MMCF
TAKG-M$  INTANG-H$  LGEHID-M&  RISK FRAC
33,000 205,000 000



GENEVA UI &1 DATE: 04/06/89
20-45-25¢E TIME: 03:25.52

ARD PECOS SLOPE FILE: BEN2

§PUD 5-10-89 GETH: 3

RESERVYES AND ECONTDHILS
45 OF JUNE i, 1989

--PRICES~—- oo OPERATIONS, M$-------- 25.00 PCT
-END- ---GROSS PRODUCTIOH--- ----NET PRODUCTION---- GIL  GAS  NET OPER  GEV+ADV+ NET OPER  CAPITAL  CASH FLOW CUM. BISC
MO-VR OIL, MBRL GAS, MMCF DIL, #EBL GAS, MMCF /B $/M REVENUES  WF TAYES EYPENSES  COSTS, M$ BYAX, M$ BTAX, M
12-89 400 13,40 00g 26.226 .00 150 43.839 3.5 4,000 288,000 -251,712  -254.399
12-90 500 7% 847 (00 f.616 o 1L 94,924 7,88 7.500 000 79.473  -191.862
12-91 000 63,723 000 57,308 .00 L3O 35,262 5.987 9.600 000 49.67%  -148.001
12-92 Rilily w2 492 L 000 sl.iEDL 00 130 76,172 5.21% 9.600 000 60,933 -117.304
12-93 00 3%, 04 L0484 83,331 .00 L5 68,330 3,535 §.400 000 33,195 -95.872
12-94 000 86 333 000 20,341 .00 1.30 60,812 §.926 3.600 000 46.286  -80.9%
12-95 0G0 41,23 000 36,082 L3 4123 4,384 7.600 000 40,139 -70.604
12-94 Rty 35700 L0 3T 00 5D 48,176 3.9462 9.600 .000 34.668  -63.453
12-97 000 32,683 000 28,588 00 L3 42.870 3.472 2,600 000 29.798  -58.536
12-98 900 29 070 L0 25436 00 1.30 Ja. 154 3.090 9.600 000 23,464 -535.174
12-99 000 25.873 00 22,639 .60 L3 33,999 2,74 9.600 00 21,608 -52.892
12-0 060 2% 62 L0090 20.148 .00 L3O 30.222 2,448 9.5600 .000 18.174 51,336
-1 000 20.494 .000 17,932 00 L3 26.898 2,175 F.500 00 153,419 -50.334
12-2 .000 18 229 L0080 15.93% .00 1,30 23.939 1.939 9.600 000 12,400 -49,483
12-3 000 16 233 000 14,204 .00 1,530 21,304 1.726 9,400 000 9.980 -49.2%1
12- 4 000 i4 448 000 12,642 .00 LH 13,982 1,336 7.60¢ 000 7,827 -48.960
12- 35 L300 12 838 L000 11,250 .00 L5 1£.877 1.367 9.600 000 5.910 -48.79%
12- 6 000 11,444 , 600 16,01 O L 15,028 1,217 9,800 D00 1,208 -48.703
12-7 000 10 185 L0090 3.912 .06 L1580 13.348 1,083 9.500 000 2,683  -48.4633
12- 8 009 9.044 REHt 7,930 0 L. 11.897 964 5.600 000 1333 -48.636
S 107 000 631 39 000 332,458 .00 130 828,706 ATLI2T 184400 2BR.000  287.179  -4B.43h
REX, 000 8 048 000 7.060 0 G0 LE 10,5390 .858 7.500 .000 JA32 48,635
TOTAL 000 439 45 RELY 539.5328 .00 1300 BI9.296 67.9BD 1960000 283,000 287.311  -4B.435
CiM, .000 000 HET QIL REVEMUES (M$) B PRESENT HORTH PROFILE-------—-
HET BAS REVENUES (M#! 219.295 DISC P4 OF NET DISC  PW OF NET
uLr. D00 £19 4538 TOTAL  REVENUES (¥%) 839.294 RATE  BTAX, K$ RATE  BTAX, M$
BTAY RATE OF RETURN (PCT; 17.7¢  FROJECY LIFE {YEARS) 20,983 .0 287,318 NS -73.021
BTAX PAYOUT YEARS 4,37 DISCOUNT RATE (FCT) 25.800 2.0 230,621 33.0 -92.534
BTAX PAYOUT YEARS (DISC) 20,38 GROSS QIL HELLS L00h 0 162,697 40.0 -108.475
ETAY NET INCOMEZ/INVEST 2,00 EROSS GRS BELLS 1,000 8.2 109,840 45,0 -121.744
BTAX NET INCOME/INVEST (D7SC; 83 EBROSS KELLS 1.000 19.¢ 80.848 30.90 -132.954
12,8 35.788 0.0 -150.853
INITIAL W.I. FRACTICN 1.000000  INITIAL MET GIL FRACTION 15.90 24.014 70.0 -164.517
FINAL  W.I. FRACTION £.000000  FINAL  RET CIL FRACTION . 8.0 -2.260 80.0 -175.295
PRODUCTION START DATE 8- (-89 INITIAL MET GAS FRACTION 873000 26.9 -17.3563 90.90 -184.019
MONTHS IN FIRST LINC 7.0¢  FINAL  NET GAS FRACTICN LB7504¢ 25.¢ -48.,53%  100.0 -191.232

J
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GENEVA LI ! DATE: 06/06/89

20-43-75¢ TINE: 03:25.52

430 PECOS SLOPE FILE: GEN2

SPUD £-10-89 sETH: 3
RESERVES AND ECONOHICS

-=PRICEE--- mmoeeee OPERATICNS, M$-------- 23.00 PCT
-END~ ---GROSS PRODUCTIGA--- ----MET PRODUCTION---- COIL  EAR SEV+ADY+ NET QOPER CAPITAL  CASH FLOW CUM. DISC
MO-YR DIL, MBBL GRS, ¥MIF [IL, HEBL 585, MMCF &/B /M Y- TAYEG EYPENSES  COSTE, M$ DRTAX, M$ BTAY, M$

=

£2-89 009 105,400 250 92,223 .00 150 11,7203 3,000 286,000 -164.867 -174.497
12-90 000 213,026 Ry 201,898 .00 1.30 24,774 F.800 00 271,472 39.123
12-9¢ 400 207,383 S 181,459 00 LW 22,049 9.600 000 280,533 190.556
12-92 000 184,58 000 fef.568 00 L.50 19,633 9.600 000 213,039 297.845
12-92 L9 168,274 009 183,742 1 150 17,885 7.600 000 188,548 373.809
12-94 000 000 127,936 .00 L3 15,543 9.600 D00 166752 827,555
12-95 000 Ao {13.858 .00 L5 13.82 9.600 000 147,353 445,530
12-9% 060 D00 101,333 .00 1,50 12,2142 3.400 L0000 130,088 492,384
12-97 000 D0 30,187 .00 L5 35,280 10.938 9.600 00 114,723 511,346
12-9¢ 000 ] 80,285 .00 L300 120,399 9.7%2 g.600 00 101,047 524,656
12-99 900 91,442 000 71,837 .00 L0 107,154 8,680 9.400 000 88.876  534.043
12- 9 004 72,481 il $1.378 .00 L 98,347 1 9.500 000 78,042 540.437
12-1 000 54,689 005 36,38 .00 L5 34.878 6,975 9.600 060 68,403 543.251
12- 2 a0 37,595 000 3.380 06 1.E0 75,542 6,119 7.400 .00 39.823  54B.496
2-3 001 31,224 000 44,328 .00 L.BG £7.232 L.44¢ 9,400 000 32,186 350.734
13- 4 006 45,590 L5 4.847 3,600 000 45,390  352.32%
12- 5 200 40,574 1.0 4.312 9.804 000 39,340  53%.414
12- % a0 15,112 130 3.839 9.600 .000 33.9%8 5i4.1bb
12-7 L0040 41 1.3 3.417 G800 000 29.166  354.683
12- 8 Ry 28,604 LA 104t 3.400 000 24,903  555.034
g 1er LAng 1992.387 00 1742340 00 LR ZRIG.0E5 0 211,817 (BA.400 288,000  1928.798  355.034
REM. 600 139.287 L00 139,360 .00 1,30 209.043 16,931 96,900 000 95,112 355,749
TaTAL 000 2151654 00 1882704 00 LU0 2824,058 228,748 282,400 28A.000  2024,91¢ 535,719
Cux, 000 004 HET CIL REVENUES (M$ B PRESENT WORTH PROFILE---=-----
HET GAS REVENUES (M$) 2824058 DISC P4 OF NET DISC  PW OF NET

ULT. 00 2151654 TOTAL  REVEMUES (M%) 2824, 058 RATE  BTAX, H$ RATE  BTAX, M$
BTAX RATE OF RETURM {PCT) 100,09 PROJECT LIFE (YEARS) 29,583 D 2024.910 30.0 463,153
BTAX PAYOUT YEARS 1.9 DISCOUNT RATE (PLT! 25.000 2.0 1742.049 35.0 393.743
BTAY PAYOUT YEARS (LISC) 1,40 GROSS OIL MELLS 600 3.0 1423.448 40.0 335.920
BTAX NET INCOME/INVESY 8,03 GROSS BAS WELLS 1,009 8.0 1190.113 43.0 288,195
BTAX NET INCOME/INVEST (DISC) 2,37 GROSS HELLS 1,000 10.0 10467.143 30.0 248.112
2.0 952.480 £0.0 184,509

INITIAL W.I. FRACTICN 1.000000  INITIAL MET OIL FRACTION 000000 15,9 35,556 70.0 136.257
FINAL  W.I. FRACTICN 1.000000  FINAL  NET OIL FRACTION 00000 18.0 732,840 80.0 98.353
PRODUCTION START DATE 8- 1-89  INITIAL NET GAS FRACTIONM 875000 20.0 £74.197 90.0 67.759
MONTHS IN FIRST LINE 7.60  FINAL  NET BAS FRACTION 875000 25.0 355,719 100.0 42,522



‘\ATEE o * e
PETROLELM AUTHORITY FOR EXPENDITURE

CORFORATION ATE §_g9-055-0
REVISION #
207 SOUTH FOURTH STREET DATE 4_24:§§_——'
ARTESIA. NEW MEXICO 88210
LEASE NAME Geneva UI #1 LOCATION 660/N 1980/W, Sec. 20-6S-25E
COUNTY Chaves STATE _New Mexico FIELD R
HORIZON " Abo EST. T. D. 4250 EST. SPUD DATE
EST. COMPLETION DATE - DRILLING CONTRACTOR
PRIMARY OBJECTIVE: OIL | GAS OIL AND/OR GAS
PURPOSE “ : DRILLING-NEW RECOMPLETION OTHER (SUPPLEMENTAL AFE, ETC.)
TYPE WELL : DEVELOPMENT X EXPLORATION
INTANGIBLE COSTS: DRY HOLE COMPLETION
9210 STAKING PERMIT & LEGAL FEES S 300 S 300
9711 " LOCATION, RIGHT-OF-WAY 8000 8000
9212 "DRILLING, FOOTAGE 4250 @ $14.50/f¢t 61700 61700
9213 DRILLING, DAYWORK 2 days @ $4000/day 8000 8000
9214 DRILLING WATER 12500 12500
9215 . DRILLING MUD & ADDITIVES ' 15000 15000
9216 MUD LOGGING UNIT - -
9217 SURFACE & INT. CEMENT, CSG., TOOLS & SERVICES 20000 20000
9218 DRILL STEM TESTING - -
9219 ELECTRIC LOGS - OPEN HOLE 6000 6000
9220 TOOL & EQUIP. RENTAL, TRUCKING, WELDING 1500 1500
9221 SUPERVISION & OVERHEAD 4500 4500
9223 CORING, TOOLS & SERVICES - -
9224 BITS, TOOLS & SUPPLIES - -
9235 PRODUCTION CEMENT, CASING, TOOLS & SERVICES - 6500
9222 CONTINGENCY 13800 14400
9241 COMPLETION UNIT - 3600
9242 WATER FOR COMPLETION - 1000
9243 MUD ADDITIVES FOR COMPLETION - 500
9244 CEMENT, TOOLS, SERVICES & TEMP. SURV. FOR COMP. - 3500
9245 ELECTRIC 1,0GS, PERFORATION TEST FOR COMPLETIO! - 7500
9246 TOCLS, TRUCK, WELD. & EQUIP. RENTAL FOR COMP. - 1500
9247 STIMULATION - COMPLETION - 20000
9248 SUPERVISION & OVERHEAD - COMPLETION - 1200
9249 ADLT'L LOCATION, ROAD WORK & SURFACE DAMAGES — 1000
9251 BITS, TOOLS, ETC. PURCHASED FOR COMPLETION - 1500
9250 CONTINGENCY - COMPLETION - 5100
TOTAL INTANGIBLES 151300 204800

NOTE: COSTS ARE HIGHER Egég g%%%%%A%?%NTgRéNTIﬁépATED SEVERE
EQUIPMENT COSTS: BLE

9301 CHEISTMAS TREE AND WELL HEAD 900 8500
9302 CALING 13-3/8" 544 J-55 @750 11000 17000
9302 8-5/8" 24# J-55 @1100°' - 11100
9302 4-1/2' 10.5# J-55_@4250" = - 17000
9303 TUEING 2-3/8" 4/6# J-55 @4000' - 8000
9304 PACKER & SPECIAL EQUIPMENT - -
9350 CONTINGENCY 100 400
WELL EQUIPMENT 12000 62000
LEASE & BATTERY EQUIPMENT COSTS:
9401 PUMPING EQUIPMENT - -
9402 STORAGE 2-210b. welded tnk/walkway stairs/fbgls tnk__________ 5200
9403 SEPARATION EQUIP., FLOWLINES, VALVES, FITTINGS ___ - 11000 _
9404 TRUCKING & CONSTRUCTION COSTS = 5000
TOTAL LEASE & BATTERY EQUIP. - 21200
TOTALS $163300 $288000

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

YATES PETRQLEUM CORPORATION DATE SHARE

__LZL_W 10.00%

YATES DRILLING COMPANY
BY ‘ 5.00%
ABO PETROLEUM CORPORATION

BY

TES PETROLEUM CORPORATION ) 5.00%
MYCO INDJSTRIES, INC.. YA se NO.

He
7/89 Examiner
BY 6/07/ B hibit No.

aring 5.00%




AUTHORITY FOR EXPENDITURE

yPETROLELUM
CORPORHTION

207 SOUTH FOURTH STRCET
ARTESIA, NEW MEXICO 88210

ATE #_89-070-0
REVISION {f
DATE 5-17-89

LEASE NAME_Finley RV Com #2 LOCATION__1980'N/660'E, Sec. 33-65-25E
COUNTY Chaves STATE New Mexico FILELD
ITORIZON  Abo EST. T. D. 4250" EST. SPUD DATEL
EST. COMPLETION DATL : DRILLING CONTRACTOR
PRIMARY OBJECTIVI:: OIL XX] GAS OIL AND/OR GAS
PURPOSE . : [XX_] DRILLING-NEW RECOMPLETION OTHER (SUPPLEMENTAL AFE, ETC.)
TYPE WELL : DEVELOPMENT [ XX} EXPLORATION
INTANGIBLE COSTS: DRY HOLL COMPLETTON
9210 STAKING PERMIT & LEGAL FEES $ 300 $ 300
9711 " LOCAION, RIGHT-OF-WAY 8000 8000
9212 " DRILLING, FOOTAGE 4250' @ $15.50/ft 65900 65900
9213 DRILLING, DAYWORK 2 days @ $4000/day 8000 8000
9214 DRILLING WATER 12500 12500
9215 DRILLING MUD & ADDITIVES 20000 20000
9216 MUD LOGGING UNIT - _
9217 SURFACE & INT. CEMENT, CSG., TOOLS & SERVICES 20000 20000
9218 DRILL STEM TESTING - -
9219 ELECTRIC LOGS - OPEN IIOLE 6000 6000
9220 TOOL & EQUIP. RENTAL, TRUCKING, WELDING 6000 6000
9221 SUPERVISION & OVERIEAD 4500 4500
9223 CORING, TOOLS & SERVICES - -
9224 BITS, TOOLS & SUPPLILS - -
9235 PRODICTION CEMENT, CASING, TOOLS & SERVICES - 6500
9222 CONTINGENCY 15000 16000
9241 COMPLETION UNIT - 3600
9242 WATER FOR COMPLETION - 1000
9243 MUD ADDITIVES FOR COMPLETION - 500
9244 CEMENT, TOOLS, SERVICES & TEMP. SURV. FOR COMP. - 3500
9245 ELECTRIC LOGS, PERFORATION TEST FOR COMPLETIO:} - 7500
9246 TOOL5, TRUCK, WELD. & EQUIP. RENTAL FOR COMP. - 1500
9247 STIMULATION - COMPLETION _ 20000
9248 SUPERVISION & OVERHEAD - COMPLETION - 1200
9249 ADDT'L LOCATION, ROAD WORK & SURFACE DAMAGES - 1000
9251 BITS, TOOLS, ETC. PURCIASED FOR COMPLETION - 1500
9250 CONTINGENCY - COMPLETION - 5100
TOTAL TNTANGIBLES 166200 220100
NOTE: COSTS ARE HIGHER THAN NORMAL DUE TO ANTICIPATED SEVERE
EQUIPMENT COSTS: / LOSS CIRCULATION PROBLEMS.
9301 CHRISTMAS TREE AND WELL HEAD 900 8500
9302 CASING 13-3/8" 54# J-55 @750' 11000 17000
9302 8-5/8" 24# J-55 @1500' - 14300
9302 4-1/2" 10.5# J-55 @4250' - 17000
9303 TUBING 2-3/8" 4.6# J-55 @4000' - 8000
9304 PACKER & SPECIAL EQUIPMENT ~ -
9350 CONTINGENCY 100 400
WELL EQUIPMENT 12000 65200
LEASE & BATTERY EQUIPMENT COSTS:
9401 PUMPING EQUIPMENT - -
9402 STORAGE 2-210b. welded tnk/walkway+stairs/fbgls tnk = 5200
9403 SEPARATION EQUIP., FLOWLINES, VALVES, FITTINGS ~ 11000
9404 TRUCKING & CONSTRUCTION COSTS - 5000
TOTAL LEASE & BATTERY EQUIP. - 21200
TOTALS $178200 $306500

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

YATES PETROLEUM CORPORATTION

BY
BY

DATE

BY

BY

By

SHARE
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) PETRLOLELM AUTHORITY VFOR EXPENDITURE
CORPORATION AFE #_ 89-061-0
REVISION /f
207 SOUTH FOURTH STRELT DATE 5-2289
ARTESIA. NCW MLCHICO 080210 —_——
LEASE NAME Dandelijon AFW Federal Com #1 LOCATION 0 =95-
COUNTY Chaves STATE New Mexico FIELD ~180/N 660/L. Sec. 10-95~26F
HORIZON Abo LEST. I'. D. 5000 EST. SIPUD DATLE
EST. COMPLETION DATLE : DRILLING CONTRACTOR
PRIMARY OBJECTIVE: [~} OIL GAS OIL AND/OR GAS
PURPOSE D : [ XX] DRILLING-NLEW RECOMPLETION OTHER (SUPPLEMENTAL AFLE, ETC.)
TYPE WELL : LXX] DEVELOPMENT EXPLORATION
INTANGIBLE COSTS: DRY 1OLE COMPLETION
9210 STAKING PERMIT & LEGAL FEES $ 1100 5
9711 " LOCATION, RIGHT-OF-WAY 7600 7600
9212 " DRILLING, FOOTAGE 5000' @ $11.50/ft 57500 57500 _
9213 DRILLING, DAYWORK 1 day @ ~$4000/day 4000 4000
9214 DRILLING WATER 10000 10000
9215 . DRILLING MUD & ADDITIVES ' 12000 12000
9216 MUD LOSGING UNIT 100 100
9217 SURFACE & INT. CEMENT, CSG., TOOLS & SERVICES 12000 12000
9213 DRILL STEM TESTING - -
9219 ELECTRIC LOGS - OPEN lIOLE Z _
9220 TOOL & EQUIP. RENTAL, TRUCKING, WELDING 2100 2100
9221 SUPERVISION & OVERIIEAD 7500 7500
9223 CORING, TOOLS & SERVICES _ _
9224 BITS, TOOLS & SUPPLIES _ _
9235 PRODUCTION CEMENT, CASING, TOOLS & SERVICES - 8400
9222 CONTINZENCY 12000 12000
9241 COMPLETION UNIT - 5000
9242 WATER FOR COMPLETION - 1000
9243 MUD ADDITIVES FOR COMPLETION — 1200
9244 CEMENT, TOOLS, SERVICES & TEMP. SURV. FOR COMP. — 2500
9245 ELECTRIC LOGCS, PLERFORATION TEST FOR COMPLETIO: i _ 1000
9246 TOOLS, TRUCK, WELD. & EQUIP. RENTAL FOR COMP. _ <700
9247 STIMULATION - COMPLETION - 25000
9248 SUPERVISION & OVERHEAD - COMPLETION - 3000
9249 ADDT'L LOCATION, ROAD WORK & SURFACE DAMAGES _ 2000
9251 BITS, TOOLS, ETC. PURCHASED FOR COMPLISTION - -
9250 CONTINGENCY - COMPLETION _ 6500
TOTAL TNTANGIBLES 125900 187200
EQUIPMENT COSTS:
9301 CHRISTMAS TREE AND WELL UEAD 1000 3700 _
9302 CASING3-5/8" 24# J-55 @ 1000’ 9500 — 9500
9302 5=172" 9.5# J=55 @ 5000 = 20000 _
9302 - - -_—
9303 TUBING 2-3/8" 4.6# J-55 @ 4750°" - _ 10200
9304 PACKER & SPECIAL EQUIPMENT - -
9350 CONTINZENCY - 2500
WELL EQUIPMENT 10500 45900
LEASE & BATTERY EQJIPMENT COSTS:
9401 PUMPING LEQUIPMENT - -
9402 STORAGE_1-210b. welded tnk/walkway+stair/fbgrls tnk— —— — 2200
9403 SEPARATION EQUIP., FLOWLINES, VALVES, FITTINGS - 11900 _
9404 TRUCKING & CONSTRUCTION COSTS = 4900 _
TOTAL LEASE & BATTERY EQUIP. - 22000
TOTALS $136400 $255100

APPROVAL OF THIS AFLE CONSTITUTLES APPROVAL OF TIHE OPERATOR'S OPTION TO CHARGE THE JOINT
ACCOUNT WITH TUBULAR GOODS FROM OPERATOR'S WAREINOUSE STOCK AT THE RATES STATED ABOVE.

YATES PETROI 1 UM_GORPORATTON 7 DATE SUARE
BYW /&4/4»4/"- //
BY

BY

BY

i}




STATE OF NEW MEXICO

i
R SN
’ B ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
” ~,§§ OIL CONSERVATION DIVISION
GARREY CARRUTHERS
GOVERNOR August 10, 1989 STATE LAND GFFICE BUILONG
SANTA FE. NEW MEXICO 87504
(50951 827-5800
Mr. Lavid Fandiver Re: CASE NO. 4E 78
Fisk, Vandiver and Catron ORDER NO. R-8960
Attorneys at Law .
Seventh and Mahone, Suite E Applicant:
Artesda, New Mexico
Yateg Petroleum Corporation

Dear s5ir:

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

Sincerely,
FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec OCD

Other James Bruce




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 9675
ORDER NO. R-8960

APPLICATION OF YATES PETROLEUM
CORPORATION FOR COMPULSORY POOLING,
CHAVES COUNTY, NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on June 7, 1989 and on July 12,
1989, at Santa Fe, New Mexico, before Examiner Michael E. Stogner.

NOW, on this 9t day of August, 1989, the Division Director, having
considered the testimony, the record and the recommendations of the Examiner,
and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law, the Division
has jurisdiction of this cause and the subject matter thereof.

(2) The applicant, Yates Petroleum Corporation, seeks an order pooling
all mineral interests from the surface to the base of the Abo formation underlying
the NW/4 of Section 20, Township 6 South, Range 25 East, NMPM, Chaves County,
New Mexico, forming a standard 160-acre gas spacing and proration unit for any
and all formations and/or pools within said vertical extent developed on 160-acre
spacing (which includes but is not necessarily limited to the Pecos Slope-Abo Gas
Pool) and the NE/4 NW/4 of said Section 20 to form a standard 40-acre oil spacing
and proration unit for any and all formations and/or pools developed on statewide
40~-acre spacing. Both aforementioned units are to be dedicated to a well to be
drilled at a standard location 660 feet from the North line and 1980 feet from the
West line (Unit C) of said Section 20.

(3) The applicant has the right to drill the above-described well on the
subject acreage.



Case No. 9675
Order No. R-8960
Page No. 2

(4) There are interest owners in the proposed proration units who have
not agreed to pool their interests.

(s) To avoid the drilling of unnecessary wells, to protect correlative
rights, to prevent waste and to afford to the owner of each interest in said unit
the opportunity to recover or receive without unnecessary expense his just and
fair share of the oil and/or gas in any pool completion resulting from this order,
the subject application should be approved by pooling all mineral interests,
whatever they may be, within said units.

(&) The applicant should be designated the operator of the subject well
and units.

(7) Any non-consenting working interest owner should be afforded the
opportuaity to pay his share of estimated well costs to the operator in lieu of
paying his share of reasonable well costs out of production.

(¢) Any non-consenting working interest owner who does not pay his
share of estimated well costs should have withheld from production his share of
reasonable well costs plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) Any non-consenting interest owner should be afforded the opportunity
to object to the actual well costs but actual well costs should be adopted as the
reasonable well costs in the absence of such objection.

(10) Following determination of reasonable well costs, any non-consenting
working interest owner who has paid his share of estimated costs should pay to the
operator any amount that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated well costs exceed
reasonable well costs.

{11) $3500.00 per month while drilling and $350.00. per month while
producing should be fixed as reasonable charges for supervision (combined fixed
rates); the operator should be authorized to withhold from production the
proportionate share of such supervision charges attributable to each non-
consenting working interest, and in addition thereto, the operator should be
authorized to withhold from production the proportionate share of actual
expendizures required for operating the subject well, not in excess of what are
reasonable, attributable to sach non-consenting working interest.



Case No. 9675
Order No¢. R-8960
Page No. 3

(12) All proceeds from production from the subject well which are not
disbursed for any reason should be placed in escrow to be paid to the true owner
thereof upon demand and proof of ownership.

(13) Upon the failure of the operator of said pooled units to commence
drilling of the well to which said units are dedicated on or before October 15,
1989, the order pooling said units should become null and void and of no further
effect whatsoever.

(14) Should all the parties to this force-pooling reach voluntary agreement
subsequent to entry of this order, this order should thereafter be of no further
effect.

(1%) The operator of the well should notify the Director of the Division in
writing of the subsequent voluntary agreement of all parties subject to the force-
pooling provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1, All mineral interests, whatever they may be, from the surface to the
base of the Abo formation underlying the NW/4 of Section 20, Township 6 South,
Range 25 East, NMPM, Chaves County, New Mexico, are hereby pooled to form a
standard 160-acre gas spacing and proration unit for any and all formations and/or
pools within said vertical extent developed on 160-acre spacing (which includes but
is not necessarily limited to the Pecos Slope-Abo Gas Pool) and the NE/4 NW/4 of
said Section 20 to form a standard 40-acre oil spacing and proration unit for any
and all formations and/or pools developed on statewide 40-acre spacing. Both
aforementioned units are to be dedicated to a well to be drilled at a standard
location 660 feet from the North line and 1980 feet from the West line (Unit C) of
sald Section 20.

PROVIDED HOWEVER THAT, the operator of said units shall commence the
drilling of sald well on or before the 15th day of October, 1989, and shall
thereafter continue the drilling of said well with due diligence to a depth sufficient
to test the Abo formation.

PROVIDED FURTHER THAT, in the event said operator does not commence
the drilling of said well on or before the 15th day of October, 1989, Ordering
Paragraph No. (1) of this order shall be null and void and of no effect
whatsoever, unless said operator obtains a time extension from the Division for
good cause shown.




Case No. 9675
Order No. R-8960
Page No. 4

PROVIDED FURTHER THAT, should said well not be drilled to completion,
or abandonment, within 120 days after commencement thereof, said operator shall
appear before the Division Director and show cause why ordering Paragraph No.
(1) of this order should not be rescinded.

(21  Yates Petroleum Corporation is hereby designated the operator of the
subject well and units.

(3: After the effective date of this order and within 90 days prior to
commencing said well, the operator shall furnish the Division and each known
working interest owner in the appropriate unit or units an itemized schedule of
estimated. well costs.

(4) Within 30 days from the date the schedule of estimated well costs is
furnished to him, any non-consenting working interest owner shall have the right
to pay his share of estimated well costs to the operator in lieu of paying his share
of reasonable well costs out of production, and any such owner who pays his share
of estimated well costs as provided above shall remain liable for operating costs but
shall not be liable for risk charges.

(51 The operator shall furnish the Division and each known working
interest owner an itemized schedule of actual well costs within 90 days following
completion of the well; if no objection to the actual well costs is received by the
Division and the Division has not objected within 45 days following receipt of said
schedule, the actual well costs shall be the reasonable well costs; provided
however, if there is an objection to actual well costs within said 45-day period the
Division will determine reasonable well costs after public notice and hearing.

(61 Within 60 days following determination of reasonable well costs, any
non-consenting working interest owner who has paid his share of estimated costs
in advance as provided above shall pay to the operator his pro rata share of the
amount that reasonable well costs exceed estimated well costs and shall receive
from the operator his pro rata share of the amount that paid estimated well costs
exceed reasonable well costs.

(7, The operator is hereby authorized to withhold the following costs and
charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
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furnished to him; and

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the pro
rata share of reasonable well costs
attributable to each non~consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(8) The operator shall distribute said costs and charges withheld from
production to the parties who advanced the well costs.

(9) $3500.00 per month while drilling and $ 350.00 per month while
producing are hereby fixed as reasonable charges for supervision (combined fixed
rates); the operator is hereby authorized to withhold from production the
proportionate share of such supervision charges attributable to each non-
consenting working interest, and in addition thereto, the operator is hereby
authorized to withhold from production the proportionate share of actual
expenditures required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working interest.

(10) Any unleased mineral interest shall be considered a seven-eighths
(7/8) working interest and a one-eighth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this order.

(11) Any well costs or charges which are to be paid out of production shall
be withheld only from the working interest's share of production, and no costs or
charges shall be withheld from production attributable to royalty interests.

(12) All proceeds from production from the subject well which are not
disbursed for any reason shall be placed in escrow in Chaves County, New
Mexico, to be paid to the true owner thereof upon demand and proof of
ownership; the operator shall notify the Division of the name and address of said
escrow acent within 30 days from the date of first deposit with said escrow agent.

(13) should all the parties to this force-pooling reach voluntary agreement
subsequent to entry of this order, this order shall thereafter be of no further
effect.
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(14) The operator of the well and unit shall notify the Director of the
Division in writing of the subsequent voluntary agreement of all parties subject to
the force-pooling provisions of this order.

(15) Jurisdiction of this cause is retained for the entry of such further
orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

STATE OF NEW MEXICO
OIL CONSERVATION D

WILLIAM J. LEMAY
Director



