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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
LONGBOW UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

TH.I_S AGREEMENT, entered into as of the Sth day of January 1998, by and between the parties subscribing, ratifying, or consenting
hereto, and herem referred to as the "parties hereto™,

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or other oil and gas interests m the unit area subject to this agreemenr;
and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Statute 437, 3s amended 30 U.S.C. Section 181 et. seq., autharizes Federai
lessees and their representatives to unite with each other, or jointly or separately with others, i coilectively adoptng and operating 2 unit plan of
development or operaticas of any oil and gas pool, field, or like area, or any part thereof for the purpose of more properly conserving the nsturaj
resources thersof whenever determined and certified by the Secretary of the Interior to be necessary or advisable i the public interest; and .

WHEREAS, the Oil Conservation Division of the New Mexico Eaergy and Minerais Department, herenarter referred to as "Division®, is
authorized by an act of the Legislature (Chapter 70 and 71, NM Stanntes 1978 Annotated) to approve this agreement and the conservation provisions
hereof; and

WHEREAS, the parties hereto hoid sufficient imterests m the Longbow Unit Area covering the land heremaiter ‘described to give
reasonably effective control of operations therein; and

WHEREAS, 1t is the purpose of the parties hereto to conserve aatural resources, prevent waste, and secure other benefits obtamable
through development and operation of the area subject to this agreement imder the terms, conditions, and limitarions herein set forth:

NOW, THEREFORE, in consideration of the premises and the promises herem contained, the parties hereo comrmit to this agreement their
respective merests in the below-defined unit area, and agree severaily among themselves as follows:

l. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25, 1920, as amended, supra. and ail valid pertinent
reguiations inciuding operating and unit pian reguiations, heretofore issued thereunder or valid. pertinent and reasonable regulations hereatter issued
thereunder are accepted and made a part of this agreement as to Federai Lands, provided such regufations are nct toonsistemt with the terms of this
agreement: anc as to non-Federal lands. the otl and gas operating regulations 1 effect as of the effective date hereof soveming drilling and producing
operations, not nconsistent with the terms hereof or the laws of the State m which the non-Feceral land is located, are hereby accepted and made a part

of this agreement.
2. UNIT AREA. The following described land is hereby designated and recogpized as constituting the unit area:

Township 21 South. Range 32 East, NM.P. M., Lea County, New Mexico
Sec. 25: S/2

Sec. 35: SE/4

Sec. 36: All

Comtammg 1,120.0 acres. more or less.

Exhibit "A" shows. in addition to the boundary of the unit area. the boundaries and identity of tracts and leases m said area to the extent
known to the Unit Operator. Exhibit "B" antached hereto is a schedule showing to the extant known to the Unit Operator. the acreage. percentage. and
kind of ownersitip of oil and gas interests in ail lands in the unit area. However. nothing herem or in Exhibits “A” and “B" shail be construed as a
representation by any party hereto as to the ownership of any mterest other than such mtaret or mterests as are snown n the Exhibits as owned by such
party. Exhibrs "A” and "B" shail be revised by the Unit Operator whenever changes m the unit area or n the ownership interests in the ndividual
tracts render such revision necessary, or when requested by the Authorized otficer. heremarter referred to as “AQ". and not less than four (4) copies of
the revised Exhibits shall be filed with the proper Bureau of Land Management otfice. and one ( 1) copy thereor shail be fled with the New Mexico Qil
Conservaton Drvision of the Energy and Minerals Department. herematter referred to as "Divisien ™.
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The abovedescribed unit area shall, when practicable. be expandsd to include therein amy additionai lands or shall be contracted to exclude
lands w‘hm_evcr such expansion or contraction is deemed to be necsssary or advisable 1o conform with the purposes of this agreement. Such eansion
or contraction shall be effected in the followng manner:

() Lzt Operator, on its own motion (after prefiminary concurrence by the AQ), or on demand of the AO, shall prepare a Notice of
Proposed EXI_?a‘nSlm or Contraction describing the contemplated changes n the boundaries of the unit are, the reasons therefore, any pians for
additional driling, and the proposed effective date of the expansion or comtraction. preferably the first day of a month subsequent to the date of notice.

(by S?id aouce shail be delivered to the proper Bureau of Land Management office and the Division, and copies thereof mailed to the last
known address of each working interest owner, lessee and lessor whose mtesest are afected, advising that 30 days will be allowed for submission to
the Unst Operator of any objections.

) (c) Lpon expiration of the 30-day period provided in the precsding item (b) hereof, Unit Operator shall file with the AO and the Division,
evidence of mailing of the Notice of Expansion or Contraction and a copy of any objections thereto which have bem fled with Unit Operator together
with an application in triplicate, for approval of such expansion or contraction md with appropriate jomders.

{d) Afler due consideration of all pertinent mformation, the expansion or contraction shall, upon approval by the AO and the Division,
become effective as of the date prescribed in the notice thereof or such other appropriate date.

(e} Nowwithstanding any prior elimination under the "Drilling to Discovery” section, ail legal subdivisions of Lands (i.e., 40 acres by
Government survey or its nearest ot or tract equivalent; in instmcss of irreguiar surveys, unusually large lots or traces shail be considered in multiples
of 40 acres or the nearest aliquot equivalent thereof), no pans of which are entitled to be i 3 participating area ca or before the fith anniversary of the
di'a:ivednzoftheﬁmhkialpanidpaingnmaabﬁshedmdﬂ’th.is\mi!ammubedﬁninnedmmﬂy&omthhm_
eifective as of said fifth anniversary, and such lands shail no longer be a part of the unit 2res and shall no loager be subject to this agreement, uniess
diligent drilling operations are i progress on unitized lands not entitled to participation o said fifth amniversary, m which event all such lands shail
remain subject hereto for so long as such driiling operations are continued diligentty, with not more than nimety (90) days' time elapsing between the
completion of one such well and the commencement of the next such weil, All legal subdivisions of lands act entitled 10 be m a participating area
within ten (10) years after the effective date of the first mitial particpating area spproved under this agreemert shail be automatically eliminated from
this agreement s of said tenth anniversary. The Unit Operater shail. within ninecy (90) days after the effective date of any elimination hercunder,
describe the area so eliminated to the satisfaction of the AO and promptly notify all parties n interest. All lands reasonabiy proved productive of
unitized substances in paying quantities by diligent drilling operations atter the aforesaid S-vear period shall become participating in the same manner
as durmng said first S-year period. However, when such diligent drilling cperations csase, ail non-participating lands not then entitled to be i a
participatmg area shall be automatically eliminated effective as of the 91st day thereatter.

Any expansion of the unit area pursuant to this section which embraces lands theretofore eliminated pursuant to this Subsection 2(e) shall
not be considersd automatic commitment or recommitment of such lands. If conditions warrant extension of the 10-year period specified  this
subsection. 1 single extension of not to exceed two (2) years may be accompiished by consent of the owners of 90% of the working interests in the
current non-pasticipating unitized lands and the owners of 60% of the basic rovaity mierests (exclusive of the basic rovaity mterests of the United
States) in non-participating unitized lands with approval of the AO provided such xeension application is submitted not later than sixty (60) days prior
to the expiration of said 10-year period.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereatter committed to this agresment shail constinze land
referred to herwin as “unitized land” or "land subject to this agreememt”. All oil md gas i any and all formations of the unitized land are unitized
under the terms of this agreement and herein are cailed "unitized substances”.

4. UNIT OPERATOR. Pogo Producing Company is hereby designated as Unit Operator and by signature hereto as Unit Operator agrees
and consents % 3ccept the duties and obligations of Unit Operator for the discovery, deveiopment, ad production of unitized substances as heremn
provided. Whenever reference is made herein to the Unit Operator. such refersice means the LUnit Operator acting in the capacity and not as an owner
of interest m unitized substances. and the term “working mnterest owner” when used heremn shall include or refer to Unit Operator as the owner of a
working mterest only when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shail have the rigit to resign 3t any time prior to the
establishment of a participating area or areas hereunder. but such resignation shail not become effective so as to refease Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator’s rights as such for 2 pertod of six (6) months after notice of mtention to resign has been
served by Una Operator on all working interest owners and the AO and the Division. ind until all wells then dniled hereunder are placed m a
satistactory condition for suspension or abandonment. whichever is required bv the AQ 1s to Federal lands and the Division as to fee lands. uniess a
new Unit Cpermor shall have been selected and approved and shall have taken over and assumed the duties and obligations of Unit Operator prior to
the exprration of said period.

Unn Operator shall have the night to resign in like manner and subject 2o like limstations as above provided at any time after 1 participating

area establisned hereunder is in existence. but in ail mstances of resignation or removal. unul 2 successor Unit Cperator is seiected and approved as

heremarter provided. the working interest owners shall be jointly resoonsible for performance of the duties of Unit Cperator. and shall not later than
thurty (30) days betore such resignation or removal becomes effective appoint 3 commen agent 0 represent them m any action 0 be taken hereunder.
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. The {Bigx:lm'on of Unit Operator shall nct release Uant Operator Tom any liabiiity for any default by  hereunder accurring prior to the
effective date of its resignation.

The Untt Operator may, upon default or failure in the performance of its duties or obligations hereunder. be subject to removal by the same
peroentage voue of the owners of working mterests as herein provided for the selection of 3 2ew Unit Operator. Such removal shall be effective upca
aotce thereof ‘o the AQ.

) The resignation or removal of Unit Operator under this agreement shall not terminate its right. title, or Terest as the owner of 3 working
mterest or other mterest in unitized substances, but upon the resignation or removal of Unit Operator becommng, effective, such Unit Operator shall
deliver possession of ail wells. equipment, materiais, and appuntenances used n conducting the unit operstions to the aewly qualified successor Unit
Operator or t0 the common agent, if a0 such new Unit Operator is selected. elected. to be used for the purpose of conducting unit operations hermmder.
Nothing herem shall be construed as authorizing removal of any material, equipment. or aopurtenances aeeded for the preservation of any wells.

6. SUCCESSCR UNIT OPERATOR. Whenever the Unit Operator shall tender his or its resignation as Uit Operator or shail be removed
as heremabove provided, or a change of Unit Operator as negotiated by the working imterest owners, the owners of the working mterests according to
their respective acreage imterest in ail unitized land shall. pursuant to the approvai of the parties requirements of the unit operating agreement, select 2
successor Unit Operator. Such selection shall not become efective until:

(a) a Unit Operator so selected shall accept in writing the duties and responsibilities of Unit Cperator, and
(b) “he selection shall have been approved by the AQ.

If no successor Unit Operator is seiected and qualified as herein provided, the AO, at his election may deciare this unit agreement
termmated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator is not the sole owner of working
mterests, costs and expenses ncusred by Unit Operator in conducting unit operations hereunder shall be paid and apportioned among and beme by the
owners of working interests, ail in accordance with the agreement or agreements entered into by and berween the Uait Operator and the owners of
working interests, whether one or more, separately or collectively. Any agreement or agreements entered into betwesn the working interest owners and
the Unit Operator as provided in this section, whether one or more, are heren referred to as the "unit operating igreement”. Such unit operating
agreement shall also provide the manner in which the working mterest owners shail be emitled to receive their respective proportionate and allocated
share of the benefits accruing hereto ' conformity with their undertying operating agreements, leases, or other independent contracts, and such other
rights and obiigations as between Unit Operator and the working mterest awners as may be agreed upon by Unit Operator and the working mterest
owners: however, no such unit operating agreement shall be deemed etther to modify any of the terms and conditions of this unit agreement or to
refieve the Unit Operator of any right or obiigation established under this unit agreement, and i case of any inconsistency or conflict between this
agreement and ‘he unit operating agreement. this agreement shail govem. Two copies of any unit cperating agreement executed pursuant to this
section shall be led i the proper Bureau of Land Management office, and one true copy with the Division prior to approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as ctherwise specifically provided herein. the exclusive right,
privilege, and dizy of exercising any and all nights of the parues hereto which are necsssary or convenient for prospecing for, producing, storing,
allocatng, and cistributing the unftized substances are hereby delegated w0 and shall be exercised by the Unit Operator as herein provided. Acceptable
evidence of title to said rights shall be deposited with Unit Operator and. together with this agreement. shall constitute and detine the rights. privileges,
and obligattons of Unit Operator. Nothing herein. however, shall be construed to transter :tle to any iand or to any lease or operating agreement,
being understood that under this agreement the Unit Operator. in its capacity as Unit Cperator. shall exercise the rights of possession and use vested m
the parties hereto oniy for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six {6) months atter the =ffective date hereof. the Unit Operator shail commence to drill an
adequate test weil at a location approved by the AO. if on Federal land. or by the Division. if on Fee iand. unless on sucy efective date 3 well is being
drilled in conformuty with the terms hereof. and thereafter continue such dniling diligently until the Delaware formation has been tested or until at a
lesser depth unitized substances shall be discovered which can be produced in paying quantities (to-wit: quantities suficient to repay the costs of
driiling, complet:ng, and producing operations. with a reasonable profit) or the Unit Operator shall at any time establish to the satisfaction of the AO if
on Federal land. or the Division if located on Fee land. that further drilling of said weil would be unwarramed or mpracticabie. provided. however.
that Unit Operator shall not m any event be required to drill said welil to a depth m excess of 9100 feet Until the discovery of unitized substances
capable of being produced i paying quantties. the Unit Operator shall continue driiling one weil at a time, allowng not more than six (6) months
between the completion of one well and the commencernent of dniiling operations for the next well. until 2 weil xapable of producmg unitized
substances in paving quantities is compieted (o the saustaction of the AQ if it be on Federal land or of the Division f on Fee land. or untl it is
reasonably proved that the unitized land is ncapabie of producing unitized substances i paving quantities i the ‘ormations dniled hereunder.
Nothing in this section shall be deemed to limnt the right of the Unit Operator to resign as provided in Section § herecL or as requumg Unnt Operator 0
commence or continue any dniling durng the period pending such resignation becomung zdective in order to corpiv with the requirements of this
section.

The 40 may modify any of the drilling requirements of this section v granting reascnable ¢xtensions of wme when. in lus opmion. such
action 1s warranted.
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. Lpoa failure to commence any weil as provided for i this section within the time allowed. prior to the establishment of a particpating
area, mcluding any extension of time granted by the AQ, this agreement will automatically terminate. Upon failure to continue drilling diligently anmy
well commenced hﬂ:ﬂfnder. the AQ may, after fifteen (15) days notics to the Unit Operator, declars this unit agreement teminated. The parties to this
agreemeant may not m}u'ate a request to voluntarily terminate this agreement during the first six (6) mounths of its tam unless at least one obligation
well has been driiled in accordance with the provisions of this section.

Catil the establishment of a participating area, the failure to commence a weil subsequent to the drilling of the mitial obligation well, or in
the case of multiple well requirements. if specified. subsequent to the drilling of those muitipie wells, as provided for o this (these) section(s), within
the time allowed including any extension of time granted by the AO, shall cause this agreement to terminate automatically. Upoa failure to cogtinue
dri.mng diligeedy any well other than the obligation well(s) commenced hereunder, the AO may, after 15 days notics to the Unit Operator, declare this
unrt agreement termmated. Failure to commence drilling the imitiai obligation well. or the first of muitiple obligation wells. oa time and to drill i
diligently shail result in the unit agreement approval being deciared invalid ab mitio by the AO. In the case of muitipie well requirements, failure to
commence driling the required muitipie weils beyond the first weil, and to drill them diligently, may result n the unit agreement approval being
deciared mvalid ab mitio by the AO.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months aster completion of 3 well capable of producing
unitized substzces m paying quantitics, the Unit Operator shall submit for the approval of the AO and the Division, an acceptabie plan of
deveiopment and operation for the unitized land which, when approved by the AO and Division, shall constitute the further drilling ad davelopment
obligations of he Unit Operator under this agreement for the period specified theren. Thereafter, from time to time before the expiration of any
existing pian, the Unit Operator shail submit for the approvai of the AO and the Division a plan for an additional specified period for the development
and operation of the unitized land. Subsequent pians shouid normaily be filed on a calendar year basis not later than March 1 exch year. Any proposed
meodification or addition to the existing plian should be filed 23 a suppiement to the plan.

Any plan submitted pursuant to this section shall provide for the timely oxploration of the unitized ares, and for the diligent drilling
necessary for determination of the area or areas capable of producing unitized substances m paying quantities m each and every productive formation.
This plan shall be as complete and adequate as the AO and the Division may determimne 10 be necessary for timely development and proper
conservation of the oil and gas resources of the unitized area and shail:

(a) specify the number and locations of any wells to be drilled and the proposed order and time for such drilling; and
(b) provide a2 summary of operations and production for the previous year.

Plaps shail be modified or suppiemented when necassary to meet changed conditions or to protect the mterests of all parties to this
agreement. Reasonabie diligence shall be exercised in complying with the obligations of the approved plan of deveiopment and operation. The AO is
authorized to grant 2 reasonable extension of the 6-month period heret prescribed for submission of an mitial plan of development and on operation
where such action is justified because of unusual conditions or circumstances.

After completion of a weil capable of producing unitized substances m paying quantities. no further wells. except such as may be necessary
to afford protection agamst operations not under this agreement and such as may be specificaily zpproved by the AQ and the Division. shall be crifled
except in accordance with an approved plan of deveiopment and operation.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a weil capable of producng unitized substances m paying quantities,
or as soon thereafter as required by the AO or the Division. the Unit Operator shall submit ‘or approval by the AQ and the Division, a schedule, based
o subdivisions of the public-land survev or aliquot parts thereof, of ail land then regarded as reasomably proved to be productive of unitized
substances in paying quantities. These lands shail constinnte a participating area ca approval of the AO and the Division, affective as of the date of
completion of such weil or the effective date of this unit agreement. whichever is [ater. The acsages of both Federal and non-Federal lands shail be
based upon appropriate computations from the courses and distances shown on the last approved public-land survey as of the effective date of each
initial participatmg area. The schedule shall also set forth the percentage of unitized substances 0 be ailocated. as provided in Section 12 0 each
committed tract in the participating area so established. and shail govern the ailocation of production commencing with the effective date of the
participating area. A different participating area shall be establisied for each separate pooi or deposit of unitized substances or for any group thereof
which is produced as a single pool or zone, and any two or more participating areas so estabiished may be combined o one, on approval of the AO
and the Division. When production from two or mere participating areas is subsequently found to be fom 3 common pool or deposit. the participating
areas shail be combined into one, effective as of such appropriate date as may be approved or prescribed by the AO and the Division. The paricpating
ares or aress so established shail be revised from time to time. subject to the approval of the AO and the Division o mciude additional lands then
regarded as reasonably proved to be productive of unitized substances I paying quantities or which 1ire necessary for unit operations. or to exclude
lands then regarced as reasonably proved not to be productive of unitized substances T paying quantities. and the schedule of allocation percentages
shall be revised accordingly. The effective date of any revision shall be the first of the month 1 which the knowledge or mformation is ootamed on
which such revision is predicated: provided. however. that a more appropriate ctfective date may be used if justified by the Unit Operator and approved
by the AQ and the Division. No land shail be exciuded from 2 participating area on account of depietion of its unruzad substances, eXxcept that any
participation ares established under the provisions of this unit agreement shail termmate awomaticzily whenever 3il compietions i the formatien on
which the particzpating areas is based are abandoned.

It is the intent of this section that 3 participating area shail represent the 1req procuctive of mitized substancss known or reasonadiy proved
to be productive in paving quantities or which are necsssary for unit opevations; but. regardless of anv revision of the parucipating area. acthing heren
contamed shail be construed as requirng any retroactive adjustment for production otxamed pnor lo the effeczive date of the revision of the
parucipating area.
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N In fh‘ 3bsence of agreement at any time between the Unit Operator and the AQ and the Division, as to the proper definttion or redefinition
of a participating area, or until 3 participating area has. or areas have, been established, the portion of all payments affected thereby shall, except
royalty due the United States, be impounded in a manner mutually acceptable to the owners of comrmitted working interests and the AQ. Royahties due
to the United States shall be determined by the AO for Federal lands and the amount thereof shall be deposited, 23 directed by the AO until a
particpating area i3 finaily approved and then adjusted in accordance with a determination of the sum due as Federal rovalty o the basis of such
approved participating area.

. Whenever it is determined. subject to the approval of the AQ and the Division. that a well drilled under this agreement is not capable of
production of unitized substances in paying quantities and inclusion 1t 1 participating area of the land of which 1t is simzated i a participating area is
unwarranted. production from such well shal. for the purposes of setlement among all parties other than working mterest owners, be allocated to the
land on which the well is located, unless such land is already within the participating area etablished for the pool or deposit from which such
production is obtained. Settlement for working imterest benefits fom such a nonpaying unit well shall be made as provided m the unit operating
agreement.

1Z. ALLOCATION OF PRODUCTION. All unitized substances produced from a participating area established under this agreement,
except any part thereof used i conformity with good operating practices within the unitized area for drilling, operating, and other production or
development purposes, or for repressuring of recycling in accordance with a pian of development and operations that has been approved by the AO, or
unavoidablyloashallbedeunedwbeproducadequaﬂymanacmgebasis&nmthesevqnlmasofmﬁimdlmdmdmlasedFedﬂallmd.it‘my,
mciuded m the participating area established for such production. Each such tract shail have allocated to it such percentage of said production as the
aumber of acres of such tract included in said participating area bears to the total acres of unitized land and unleased Federal land, if any, included in
said participating area. There shail be allocated to the working interest owner(s) of each tract of unitized land in said participating area, i addition,
such percentage of the production attributable to the unieased Federal land within the participating area as the number of acres of such unitized tract
hdudedhsaidpmidpaingambeusmthemulmofmkimdlmdhnidpanidpaingmformepaymof&ecompmymymy
specified in section 17 of this agreement. Allocation of production hereunder for purposes other than for settlement of the royaity, overriding royaity,
or payment owt of production obligations of the respective working nterest owners, including compensatory royalty obligations under section 17, shall
be prescribed as set forth in the unit operating agreement or as otherwise mutuaily agreed by the affected parties . It is hereby agreed that production
of unitized substances from a participating area shall be ailocated as provided herein, regardless or whether any wells are drilled on any particular part
or tract of the participatmg area. If any gas produced from one participating ares is used for repressuring or recycling purposes in another participating
area, the first gas withdrawn from the laster participating area for sale during the life of this agreement shail be considered to be the gas so transferred,
until an amount equal to that transferred shail be so produced for sale and such gas shail be ailocated to the participating area from which initially
produced as such area was defined at the time that such transferred gas was finally produced and sold.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any party hereto owning or
controlling the working mterest in any unitized land having thereon a reguiar well location may with the approval of the AQ and the Division at such
party’s sole risk. costs, and expense, drill 2 weil to test any formation provided the well is outside any participating area established for that formation,
unless within nmery (50) days of receipt of notice from said party of his mtention to drill the weil. the Unit Operator elects and commences to drill the
well in a like marmer as other wells are driiled by the Unit Operator under this agreement.

If any well drilled under this section by a working interest owner resuits n production of unitized substances in paying quantities such that
the land upon waich 1t is situated may property be included in a particpating area, such participating are shall be sstablished or enlarged as provided
in this agreement and the well shall thereatter be operated by the Uant Cperator in accordance with the terms of this agreement and the unit operating
agreement.

[f any well drtiled under this section by a working interest owner that obtains production in quantities insutficient to justify the inciusion of
the land upon which such weil is situated in 1 participating area. such weil may be operated and produced by the party drilling the same, subject to the
conservation recuirements of this agreement. The rovalties m amount or value of production from any such weil shail be paid as specified n the
undertymg lease and agreements atfected.

14. ROYALTY SETTLEMENT. The United States and any royalty owner who is entitled to take in kmd a share of the substances now
unitized hereunder shall hereatter be entitied to the right to take in kind its share of the unftized substances, and Unit Operator, or the working mterest
owner in case of the operation of a weil by a working interest owner as herein provided for 1 special cases, shall make deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws, and regulations. Settlement for rovaity mterest not taken in kind shail be made by
working imterest owners responsible therefore under existing contracts. laws and regulations. or by the Unit Operator on or before the last day of each
month for unttizad substances produced during the preceding calendar month: provided, however. that nothing in this section shall operate to relieve
the lessees of any land from thetr respective lease obligations for the payment of any rovaities due under thetr leases.

If gas obtained trom lands aot subject to this agresment is mtroduced inte iny participating area hereunder, for use in repressurmg,
stimulation of production, or increasing uitimate recovery in conformmty with 3 plan of development and operation approved by the AO and the
Division. a like amount of gas. after settlement as herein provided for any gas transferred fom any other participating ares and with appropriate
deduction for loss trom any <ause. may be withdrawn from the formation into which the gas is introduced. royalty free as to dry gas. but not as to any
products which may be extracted therefrom: provided that such withdrawai shail be at such time s may be provided n the approved plan of
development and vperation or as may otherwise be consented to by the AQ and the Division as conforming to good petroieum sngineenng pracuice:
and provided turther. that such nght of withdrawai shail terminate on the termmation of this unit agreement.
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Rovalty du_e the United States shall be computed as provided in 30 CFR Group 200 and paid m value or delivered m kind as to all unitized
substances on the basis of the amounts thersof allocated to unitized Federal land 1s provided in Section 12 at the rates specified i the respective
Federal lease. or at such other rate or rates as may be authorized by law or regulation and approved by the AO: provided. that for leases or which the
myalty' rate depends on the daily average production per weil said average ptoduaiq; shall be determmed o accordance with the operating
regulations as though each participating area were a single consolidated lease.

15 ‘!E\TAL SETTLEMENT. Rental or minimum royaities due on leases committed hereto shall be paid by appropriate workng mterest
owners under existing contracts, laws, and regniations, provided that aothing herei contained shail operate to relieve the lessees of any land from their
respective lease obligations for the payment of any remtal or mmircum rovaity due under their leases. Rental or minimum royalty for lands of the
United States subject to this agreement shall be paid at the rate specified n the raspective leases from the United States unless such rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the Secretary or his duly authorized representative.

With respect to any lease on non-federal land contaiming provisions which would terminate such lease ualess driilmg operations are
commencad upon the land covered thereby within the time theren specified or rentals are paid for the privilege of deferring such driiling operations,
the rentals required thercby shall, notwithstanding any other provision of this agreement. be deemed to accrue and become payable during the term
thereof as extended by this agreement and until the required drilling cperations are commenced upon the land caversd thereby, or until some portion of
such land is mcluded within a participating area.

16. CONSERVATION. Operations hereunder and production of wmitized substances shall be conducted to provide for the most
economical and efficient recovery of said substances without waste, as defined by or pursuant to State or Federal law or regulation.

17. DRAINAGE.

(a) The Unit Operator shall take such measures as the AQ deems appropriate and adequate to prevent drainage of unitized substances for
unitized land by weils on land not subject to this agreement, which shail inciude the drilling of protective weils and which may inciude the payment of
a fair and reasonable compensatory royalty, as determined by the AQ, as to Faderal leases.

(b) Whenever 1 participating area approved under section 11 of this agreement contains unleased Federal lands, the value of 12 1/2
percant of the production that wouid be allocated to such Federai lands under section 12 of this agreement, if such lands were leased, committed, and
entitied to participation. shall be payable as compensatory royalties to the Federal Govemment. Parties to this agreement holding working interests in
committed leases withm the applicable participating area shall be responsibie for such compensatory royalty pavment on the volume of production
reallocated from the unieased Federal lands to their unitized tracts under section 12. The value of such production subject to the payment of said
royalties shail be determmed pursuant to 30 CFR part 206. Payment of compensatory royaities on the production reallocated from unleased Federal
land to the committed tracts within the participating area shall fuifill the Federal rovalty cbligation for such production, and said production shail be
subject to no further royaity assessment under section 14 of this agreement. Paymemt of compensatory rovaities as provided herein shail accrue from
the date the committed tracts in the participating area that includes unieased Federal lands receive a production ailocation, and shall be due and
payable monthly by the last day of the calendar month next followng the caiendar month of actual production. If leased Federal lands receiving 2
production ailocation from the participating area become unieased. compensatory royaities shail accrue from the date the Federal lands become
unleased. Payment due under the provision shail end when the unieased Federal tract is leased or when production of unitized substances ceases within
the participating area and the participating area is terminated, whichever occurs first.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions. and provisicas of all leases. subleases, and
other contracts reiating to exploration. dniling, development. or cperation for oil or gas on lands committed to this agreement are heredy expressly
modified and amended to the extent necessary to make the same conform to the provisions hereof. but otherwise to remam mn full force and effect: and
the parties hereto hereby consent that the Secretary, as to Federal leases. bv his approval hereof, or by the approval hereof by his duly authorized
representative, shall and does hereby estabiish, after, change. or revoke the drilling, producng, rental minimum royaity, and rovaity requirements of
Federal leases commutted hereto and the regulations in respect thereto to conform said requirements to the provisions of this agreement. and. without
limfting the generaiity of the foregomg, all leases. subleases. and contracss are particuiarly modified in accordance wrh the foilowmng;

(a) The development and operation of lands subject to this agreement under the terms hereof shall be deemed full performance of ail
obligations for development and operation with respect to each and every separatety owned tract subject to this agreement. regardless of whether there
is any development of any particular tract of this unit area.

(b) Drilling and producing operations performed hereunder upon any tract of unitized lands will be accepted and deemed to be performed
upon and for the benefit of sach and every tract of unitized land. :nd no lease shail be deemed to expire by reason of filure to dnil or produce wells
situated on the lund therem embraced.

(¢} Suspension of dniling or producing vperations on ail umtized lands pursuant to direction or consent of the AQ. or his duly authorized
representative, saail be deemed to constitute such suspension pursuant to such direction or consent as to 2ach and svery tract of unitized land. A
suspension of dniling or producing operations limited to specified lands shall be appiicabie oniy o such lands.

(dY Each lease. sublease or contract refating to the exploration. drilling, deveiopment. or operation for oil or gas of lands other than those of

the United States commutted to this agreement which, by its terms qught 2xpire prior to the termunation of this agreement. is heneby extended bevond
any such terms 52 provided therem so that # shall be continued in fuil force and effect tor and during the term of this agre=ment.
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(¢ Any Federa] lease committed hereto shall continue o force bevond the term 50 provided theren or by [aw as to the land committed so
lopg as such lease remains subject hereto, provided that production of unitized substances i paying quantities is established n paying quantities under
thumnammpdormmemimjon date of the term of such lease, or ;1 the event actual driiling operxtions are commenced on unitized land, n
accordance with provisions of this agreement, prior to the end of the primary term of such lease and are being diligently prosecuted at that time, such
lease shall be caanded for two years, nd so long thereafter as oil or gas is produced m paying quantities  accordance with the provisions of the
Mineral Leasng Act, as amended.

() Each sublease or contract relating to the operxtion mnd development of unitized substances from lands of the United States committed to
this agreement, which by its terms would expire prior to the time 2t which the umderlymg lease, as exaended by the immediatety preceding paragraph,
will expire, is hereby extended beyond any such term so provided therein so that & shail be continued in full force and efect for md during the term of
the underiymsg lease as such term is heremn extended.

(g) The segregation of ay Federal lease committed to this agreement is govemed by the following provision i the fourth paragraph of
Section 17 (j) of the Mineral Leasing Act, as amended by the Act of September 1, 1960, (74 Stat. 781-784) (30 U.S.C. 226 (1)): "Any (Federal) lease
heretofore or hereafter committed to any such (Unit) plan embracing lands that are in part within and in part outside the area covered by any such plan
shall be segregated mto separate leases as to the lands committed and the lands not committed as of the effective date of unitization. Provided, however
that any such Jease as to non-unitized portion shall continue in force and effect for the torm thereof, but for not less than two years from the date of such
scgregation and so long thereafter as oil or gas is produced in paying quantities.” .

19. COVENANTS RUN WITH LAND. The covenants herein shail be construed to be covenants running with the land with respect to the
interests of the parties hereto and their successors in interest until this agreement terminates, and any grant, traasfer or conveyance of interest i land or
lease subject hereto shall be and hereby is conditioned upon the assumption of ail privileges and obligations hereunder by the gramee, transferee, or
ather successor in mterest. No assignment or transfer of any working interest, royalty, or other imerest subject hereto shall be binding upon Unit
Operator until the first day of the calendar month after Unit Operator is furnished with the original, photostatic, or certified copy of the instrument of
transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval by the AO or his duly authorized
representative and shall automatically termmate five (5) years from said effective date unless:

(a) Upon application by the Unit Operator such date of expiration is extended by the AQ; or

(b) it is reasonably determined prior to the expiration of the fixed terms or any extension thereof that the unitized land is incapable of
production of unitized substances in paying quantities m the formations tested hereumder. and atter notice of intention to terminate this agreement on
such ground is given by the Unit Operator to ail parties m interest 1t their last known addresses. this agresment is terminated with approval of the AQ;
or

(c) 2 valuable discovery of unitized substances in paying quantities has been made or accepted on unitized land during said mitial term or
any extension thereof, m which event this 3greement shall remain in «ffect for such term and so long thereatter as unitized substances cn be producsd
as to Federal lands in quantities sufficient to pay for the cost of producing same from wetls on unitized land within any participating area established
hereunder.  Should production cease and diligent drilling operations to restore production or new production are aot m progress or reworking within
sixty (60) days and production is not restored or should new production nat be ottained in paying quantities on committed lands within this unit area,
this agreement ‘il automaticaily terminate etfective the last day of the month m which the last unftized production occurred: or

(d) 1t is voluntaniy terminated as provided in this agreement. Except as noted herein this agreement may be terminated 3t any time prior to
the discovery or unitized substances which can be produced in paying quantities by not less than 75 per centum. on an acreage basis. of the working
iterest owners signatory hereto, with the approval of the AO. The Unit Cperator shall give notice of any such approval to ail parties hereto.
Voiuntary termmation may not occur during the first six (6) moaths of this agreement uniess at least one obligation weil shail have been dniiled m
conformance with Section 9.

21. RATE OF PROSPECTING. DEVELOPMENT. AND PRODUCTION. The AQ is hereby vested with authority to aiter or modify
from time to time, @ his discretion, the quantity and rate of production under this agresment when such quantity and rate are not fixed pursuant to
Federal or State faw. or do not conform to any State-wide voluntary conservaticq or allocation program which is established, recognized. and generally
adhered to by the majority of operators in such State. The above authorrty is hereby limited to alteration or modifications wiuch are in the public
mterest. The pubiic mterest to be served and the purpose thereof, must be stated m the order of aiteration or modification. Without regard to the
foregoing, the AQ is aiso heredy vested with authority to aiter or medify from time to time. n his discretion. the rate of prospectng and development
and the quantty and rate of production under this agreement when such aiteration or modification is in the interest of atamning the conservation
objectives stated m this agreement and is not i violation of any applicable Federai or State law: provided. further. that no such aiteration or
modification shall be ¢tfective as to privately owned lands subject to this agresment as to the quantity and rate of production n the absence of specific
written approvai thereof by the Division.

Powers mn the section vested in the AQ shail only be exercised after aotice to Unst Cperator and opportunity for Aearmg to be held ot less
than 1S days Jom notics.
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2Z. APPEARANCES. Unit Operators shail. atter notice to other parties affected, have the right to appear for and on behalf of any and ail
interest affeced hereby before the Department of the Interior and the Division. and to appeal fom orders issued under the regulations of said
Deparument or the Division or to apply for relief from any of said regulations, or in any proceedings refative to operations before the Department or the
Dmsn?n or any other legally constituted authority; provided. however, that any other interested party shall also have the right at its own axpense o be
heard in any such proceeding,

3. NOTIC.ES. All notices, demands, or statements required hereunder to be given or rendered to the parties hereto shall be in writmg and
shall be personally delivered to the party or parties, or sent by posipaid registered or cextified mail, to the last known address of the party or parties.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing comtained in this agreement shail be construed as 3 waiver by any party hereto of the
night to assert any legal or constitutional right or defense as to the validity or imvalidity of iy law of the State where 'mitized lands are located, or of
the United States. or regulations issued therzunder in any way affecting such party, of as 1 waiver by any such party of any right beyoad his or its
authortty ta waive. :

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the Unit Operator to commence or continue drilling, oc to
operate on, or produce unitized substances from any of the lands covered by this agreement, shail be suspended while the Unit Operator, despite the
exercise of due cre and diligence, is prevented from complying with such obligations, & whole or m part, by strikes, acts of God, Federal, State, oc
mwmicipal law or agencies, unavoidable accidents, uncontrollabie delays m transportation, nability to obtain necessary materials or equipment in open
market, or other matters beyond the reasonable control of the Unit Operator whether similar to matters herein enumerated or not.

26. NONDISCRIMINATION. In connection with the performance of work under this agreement, the Unit Operator agrees to comply
with all the provisions of Section 202 (1) to (7) mclusive of Executive Order 11246 (30 F.R. 12319), 3s amended which are hereby mcorporated by
reference in this agreement. .

27. LOSS OF TITLE. In the cvent title to any tract of unitized land shall Hil and the true owner canmot be mduced to jom m this unit
agreement, such tract shall be automaticaily regarded as not committed hereto, and there shail be such readjustment of future costs and benefits as may
be required on account of the loss of such title. [n the eventt of 2 dispute as to title to any rovaity, working interest, or ather mterests subject thereto,
payment or delivery on account thereof may be withheid without liability for mterest umtil the dispute is fnally settled; provided, that, as to Federal

" lands or leases, no payments of funds due the United States should be withheid, but such finds shall be deposited as directed by the AO, to be held as
unearned money pending final settlement of the title dispute, and then applied as eamed or returned in accordance with such fnal settiement.

Unit Operator as such is relieved from any responsibility for any defect or faiiure of my title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the ovmer of any substantial interest m 3 tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of the working mterest m that ract may withdraw the tract ffom this agreement by writen
otice delivered to the proper Bureau of Land Management office, the Division and the Unit Operator prior to the approval of this agreement by the
AO. Any oil cr gas mterests i lands within the unit area not commirted hereto prior to final approval may thereatter be committed hereto by the
ovmer or owne's thereof subscribing or consenting to this agreement. and, if the nterest. s 3 working mterest, by the owner of such interest cnly
subscribing to the unit operating agreement. After operations are commenced hereunder, the right of subsequent joinder. as provided in this section, by
a working mterest owner is subject to such requirements or approvai(s}, if any, pertaming to such joinder. as may be provided for in the unit operating
agreement. Atter final approval hereof. jomder by a non-working merest owner must be coaseted to in writing by the working imterest owner
committed hereto and respensible for the payment of any benefits that may accrue hereunder  benalf of such non-working terest. A non-working
merest may not be committed to this unit agreement unless the corresponding working mierest is committed hereto. Jomder to the unit agreement by a
working interest owner, at any time. must be accompanied by appropriate jomder to the unit cperating agreement. i order for the mterest to be
regarded as committed to this agreement. Except as may otherwise herein be provided, subsequent joinders to this agreement shall be effective as of the
date of the filing with the AO and the Division of duly executed counterparts of all or any papess necassary to estabiish effective commitment of any
mterest and/or tract to this agreement.

29. COUNTERPARTS. This agreement may be executed in any aumber of counterparts. 20 one of which needs o be executad by ail
parties. or may be ratified or consented to by separate instrurent in writing specifically referrmg hereto and shail be binding upon all those parties who
have executed such 3 counterpart. ratification, or consent hereto with the same force and efect as if ail such parties had signed the same document and
regardless of whether or not it is executed by all other parties ownmg or ciziming an mterest I the lands within the above-described unst area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise by any working mterest owner of the right to surrender vese.d m
such party by any lease, sublease. or operating agreement as to ail or any part of the lands covered thereby. provided that ach party who will or qught
acquire such working mterest by such surrender or by forfefture as hereatter set forth. is bound by the terms of this agreement.

If. a5 a result of any such surrender. the working interest rights as to such lands decome vested in any party other than the tee owner of the
unitized substan-es. said party may forfent such rights and further benetits rom operation 2ereunder as to said lund o the party next in the cham of ttle
who shail be and become the owner of such working mnterest.

It 35 3 resuft of any such surrender or fortefture. working interest rights become vested m the ‘e owner of the unitized substancss, such
OWTIET May:

(@) wcept those working interest rights subject to this agreement and the uni vo<ratmg agreement: or
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(b) lease the portion of such land 2s is included i 2 participating area etablished hermunder subject o this agreement and the wmit
operxting agreement; or

- (<) provide for the independent operation of any part of such land that is act then included within 2 participating area established

If the fee owner of the unitized substances does not acezpt the working mterest rights subject to this agreement 2ud the unit cperating
agreement or lease such !zmkuabovemv:dedwmnax(é)mnhsaﬁ:rthes:mdsar.omudworkmgmngmbmevadnaefe
owner, the benefits and obligations of operations accruing to such lands under this agresment and the unit operating agreement shail be shared by the
mgmaofmmudworkmgmmmmewuh&urspmvewodmgmmm and such ovmers of working interests
shail compensate the fee owner of unitized substances in such lands by paving sums equal to the rentals. mimimum royalties, md royaities :pphubleto
such Lands under the lexse in «ffecx when the lands were unitized,

An ppropriate accounting nd settiement shall be made for ail benefits acruing to or payments wmd openditures made or noxred on
behalf of such surrendered or forfeited working interest subsequent to the date of surrender or forfeimure, mdpsymamym&mdmhmg
by such a accounting shall be made 13 between the parties within thirty (30) days. )

The exercise of any right vested n 3 Working terest owner o reassign such working interest to the party from whom obtained shail be
sabject to the same conditions as set forth in this section in regard to the exercise of a right to surrender.

JL TAXES. The working mterest oomers shail render =nd pay for their acoount and the account of the royalty owners all valid taxes on
or meastred by the unitized substances i and under or that may be produced, gathered amd soid from the land covered by this agreement adter its
effective date, or upan the proceeds derived therefrom. The working interest owners oa esch tract shall and may charge the proper proportion of said
taxes o royaity owners having mtevest i said tract, and may cnresly retain and deduce 2 suificient amount of the unitized substances or derivative
products, or net proceeds thereof, ffom the ailocated share of each rovaity owner to secure reimbursement for the taxes so paid. No such taxes shail be
charged to the Cnited States or to any lessor who has a contract with his lesses which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. 1t is expressiy agreed that the refation of the parties hereto is that of independent comtractors and nothing
contamed in this agreement, expressed or implied, nor any operations conducted hereunder. shail create or be deemed to have created a parmership or

association berween the parties hereto or any of them.

33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing it this agreement shail modify or change either
the special Federal lease stipulations relating to surface management or such special Federai lease stipulstions relating to surface and erviroamental
protection, attached to and made a part of, Oil and Gas Leases covermg lamds within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be sxecuted and have set oppesite their respective names the
date of execution.

UNTT OPERATOR AND WORKING INTEREST OWNER

POGO PRODUCING COMPANY

r. Vice—?:tside‘-!/_\ <l

§ .
§ I _
§
Py e
This instrument ~as acknowledged before me mu/ day of¢ #L Ml 00
of Pogo Producing Company, a Delaware corporation. on behaif of said corporadon.
i; :

January 12, 1998 Sv:

Date of Execution:

STATE OF TEXAS

COUNTY OF MIDLAND
. 1998, by aé""? A. Cooper. Vice President

st

WAL TAS uF it

\nite,

.\-amy’,;’-

Noarv Pub\lic ’

Rev 0793

(YY)



EXHIBIT *A*
MAP OF UNIT AREA
LONGBOW UNIT
LEA COUNTY, NEW MEXICO
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(¥ POGO PRODUCING COMPANY

LONGBOW UNIT
LEA COUNTY, NEW MEXICO

UNIT QUTLINE = —————————

TRACT NUMBER O
. FEDERAL LANDS 960.00 ac (85.7143%)
| FEE LANDS ZZ7=2 180.00 ac (14.2857%)

i TOTAL UNIT ACRES 1120.00 ac (100%)
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s
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between__P0g0 _Producing Company

hereinafter designated and
referred to as *‘Operator’’, and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
as ‘‘Non-Operator’’, and collectively as ‘‘Non-Operators™’.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in
Exhibit *‘A"’, and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the
production of oil and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

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

A. The term “‘oil and gas’’ shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated.

B. The terms ‘‘oil and gas lease’”, *‘lease’’ and ‘‘'leasehold’” shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are owned by the parties to this agreement.

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

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

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

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

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

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

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

ARTICLE II.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
) A. Exhibit ““A™’, shall include the following information:
(1) ldentification of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
L1 B <Exhibit-:B'2, Feorn ef-Lease.
X! C. Exhibit “‘C”’, Accounting Procedure.
] D. Exhibit **D”’, Insurance.
) E. Exhibit “‘E’’, Gas Balancing Agreement.
[0 F. Exhibit “F'*, Non-Discrimination and Certification of Non-Segregated Facilities.
(]~ G, -Exhibit-":G"2 ~Tax Partnership-
If any provision of any exhibit, except Exhibits “‘E’’ and ‘G, is inconsistent with any provision contained in the body
of this agreement, the provisions in the body of this agreement shall prevail. o
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 111
INTERESTS OF PARTIES

A. Oil and Gas Interests: :

1f any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agrecment
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit *‘B’", and the owner thercof
shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set
forth in Exhibit *“A’". In the same manner, the narties shall also own all production of oil and gas from the Contract Area subject to the
payment of royalties to the extent of 25% which shall be borne as hereinafter set forth.

Regardless of which party has contributed the lease(s) and/or oil and gas interest(s) hereto on which royalty is due and
payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the
other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
by such party, to any other party's lessor or royalty owner, and if any such other party’s lessor or royalty owner should demand and

receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to
such higher price.

Nothing contained in this Article IIL.B. shall be deemed an assignment or cross-assignment of interests covered hereby.

C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article H1.B., such party so
burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any
and all claims and demands for payment asserted by owners of such excess burden. '

D. Subsequently Created Interests:

If any party should herealter create an overriding royalty, production payment or other burden payable out of production
attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit **A™", or
was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and
accepted obligation of all parties (any such interest being hereinalter referred to as ‘‘subsequently created interest’’ irrespective of the

timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred
to as ‘‘burdened party’’), and:

1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion
of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment andfor
production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,

or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest;
and,

2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VILB. shall be
enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
the burdened party.

ARTICLE IV.
TITLES

A. Title Examination:

-
E
i

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, if
the Drilling Farties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned lo,b:e includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and/br oil and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the posse: ién of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Opéfat@r shall
cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furlnishe‘d‘to teaéh party
hereto. The cost incurred by Operator in this title program shall be borne as follows: : R
O Option No. 1: Costs incurred by Operator in procuring abstracts and title examination (including preliminary, supp icmal.
shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided in Exhibit'c",
and shall not be a direct charge, whether performed by Operator’s staff attorneys or by outside attorneys. :
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AAPL. FORM 0610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 1V
continued

0 Option No. 2: Costs incurred by Operator in procuring abstracts and fecs paid outside attorneys for title examination
(ir.cluding preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-

hibit **A"". Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above

provided, and (2} the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
ticipate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on Exhibit ‘“A™, the party contributing the affected lease or interest shall have ninety (90) days
from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil
and gas leases and interests: and,

(@) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred,
but there shall bz no additional liability on its part to the other parties hereto by reason of such title failure;

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

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

(d) Should any person not a party to this agreement, who is determined to be the owner of any interes{t 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 refunded,

(e) Any liability to account to a third party for prior production of cil and gas which arises by reason of title failure shall be
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and,
(f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest

claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in
connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental. shutin well
payment, minimum royalty of 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 failure to make proper payment,
which acquisition will not be subject to Article VIILB., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, 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 cvent the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

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

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

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

¥

3. Other Losses: All losses incurred, other than those set forth in Articles 1V.B.1. and 1V.B.2. above, shall be jqi}lt"losses
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining “pqr;lion of
the Contract Area. :
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

Pogo Producing Company shall be the

Operator 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 conduct 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
negligence or willful misconduct.

B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator
may be remaved if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit **A"’ remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on the
first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate name or structure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shail not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit ‘‘A’’; provided, however, if an Operator which has been removed fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit **A’’ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

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

D. Drilling Contracts:

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

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the___15th day of February , 19 98 , Operator shall commence the drilling of a well for
oil and gas at the following location:

1980' FNL & 1980' FWL of Section 36, T-21-S, R-32-E, N.M.P.M., Lea County
New Mexico
and shall thereaft, continue the drilling of the well with due diligence to 4 depth of 9,100' or to a depth
sufficient to test the Upper Bone Spring formation, wh1chever is the 1esser
depth,

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling |mpract1cal is en-
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth.

Operatot shall make reasonable tests of all formations encountered during drilling which give indication oi contammg oil and
gas in quantities sufficient to test, unless this agreement shall be hmnted in its applncauon to a specific formation or formatichis, in which
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ARTICLE VI
continued

I, 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, the provisions of Article VLE.1. shall thereafter apply.

B. Subsequent Operations:

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

1f all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days aiter expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination of curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article Vlél or VILD.1. (Option
No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on focation, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-
ditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit **A’* or (b) carry its proportionate part of Non-Consenting Parties’ interests, and
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its election, may withdraw such proposal if there is insufficient pacticipation and shall promptly notify all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their
sole cost, risk and expease. I any well drilled, reworked, deepened or plugged back under the provisions of this Article resultsi'in a pro-

ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost and risk,
o
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ARTICLE VI
continued
and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, ail of such Non-Consenting
Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-

terests not excepted by Article I11.D. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the total of the following:

(a) 100% of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Non-Consenting Party’s share of the cost of operation of the well commencing with first production and continuing until each such Non-
Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment wilt be that interest which would have been chargeable to such Non-Consenting
Party had it participated in the well from the beginning of the operations; and

(b) 300 _% of that portion of the costs and expenses of drilling, reworking. deepening, plugging back, testing and completing,
after deducting any cash contributions received under Article VIIL.C., and 300 9 of that portion of the cost of newly acquired equip-

ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had
participated therein.

An election not to participate in the drilling or the deepening of a well shall be deemed an clection not to participate in any re-
working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non-Consent election applied that is
conducted at any time prior to {ull recovery by the Consenting Parties of the Non-Consenting Party’s recoupment account. Any such
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said well
and there shall ke added to the sums to be recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of
the reworking o7 plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of (hijArticlc VLB. shall be ap-
plicable as between said Consenting Parties in said well.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other

taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party s share of production not excepted by Ar-
ticle IIL.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall he permitted to use, free
of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged: and upon
abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Partics shall account for all such equip-
ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (60} days after the completion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production: or, at its
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in-
curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount of proceeds
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of oil and gas
produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering or periodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such Joperation
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unccturned costs
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall re\(‘&iito it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party, ‘
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ARTICLE VI
continued

It and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest the amounts provided for abovc,
the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Thereafter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VI.B.2,, it is agreed that without the mutual consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such
well conforms to the then-existing well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Acticle VLA,
except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the depth specified in Article VLA. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
duction, ceases ro produce in paying guantities.

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion

each Consenting Party’s interest as shown on Exhibit *‘A’” bears to the total interest as shown on Exhibit ‘“A’’ of all Consenting Par-
ties.

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a ‘‘deepening’’ operation shall
also be app\icabl—et—oany proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole
location (herein called *‘sidetracking’"), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, npon electing to participate, tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

(a) 1f the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down to the depth at which the sidetracking operation is initiated.

(b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's
salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit “‘C"’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional titme to respond on a day-to-day basis in the proportion each electing par-
ty’s interest as shown on Exhibit ‘A"’ bears to the total interest as shown on Exhibit **A™” of all the electing parties. In all other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. .

C. TAKING PRODUCTION IN KIND: { ‘
ave the right to
Each party shalll{ake in kind or scparately dispose of its proportionate share of all oil and gas produced from the Contract Area,
exclusive of production which may be used in development and producing operations and in preparing and treating oil and gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate disposition by any
party of its proportionate share of the production shall be borne by such party. Any party taking its share of producltigg_ }",k“kd shall be

1
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ARTICLE VI
continued

required to pay for only its proportionate share of such part of Operator’s surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from

the Contract Area, and, except as provided in Article VILB., shall be entitled to receive payment directly from the purchaser thereof for
its share of all pcoduction.

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not
the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking party at the
best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously
delivered to a purchaser. Any putchase or sale by Operator of any other party’s share of oil shall be only for such reasonable periods of

time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
of one (1) year.

In the event one or more parties’ separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or
deliveries which on a day-to-day basis for any reason are not exactly equal to a party’s respective proportionate share of total gas sales to
be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing
agreement between the parties hereto, whether such an agreement is attached as Exhibit “'E’", or is a separate agrecment.

D. Access to Contract Area and Information:

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

gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-
quests the information.

E. Abandonment of Wells:

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

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
producer shall not be plugged and abandoned without the consent of all parties. If alt parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within
thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other
parties its proportionate share of the value of the well’s salvable material and equipment, determined in accordance with the provisions of
Exhibit *‘C*", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit




(W, IR S

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
3
32
33
34
35
36
37
38
39
40
4]
42
43
44
45
46
47
A8
49
50
51
52
53
54
59
56
57
58
59

61
062
63

65

67
08
69
70

_ A.AP.L FORM 0610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE VI
continued
*‘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 leascs to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the

Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
interests in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the opera‘tion 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 re-
quest, Operator shail 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. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to

repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
visions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VLE.2. above shall be applicabie as between
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified

of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article
VLE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

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

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
of oil and/or gas when extracted and its interest in all equipment, to secure payment of its sharc of expense, together with interest thereon
at the rate provided in Exhibit *‘C"". To the extent that Operator has a security interest under the Uniforth 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 ob-
taining of judgment by Operator for the secured indebtedness shall not be deemied an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from
the sale of such Non'Operator’s share of oil andjor gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any default. Operator grants a like lien
and security interest to the Non-Operators to secure payment of Operator’s proportionate share of expense.

If any party fails or is unable to pay its share of expense within sixty (6G0) 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 interestof all such parties. Each party so paying its share of the unpaid amount shall, to obtain
reimbursement 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 ol the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
tionate shares upon the expense basis provided in 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 receive 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
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on ar before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within
fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, \h;e amount
due shall bear interest as provided in Exhibit “*C’’ until paid. Proper adjusiment shall be made monthly between advances and ';gcmal ex-
pense to the end that each party. shall bear and pay its proportionate share of actual expenses incurred, and no more. 3

D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well drilled
pursuant to the provisions of Article VL.B.2. of this agreement. Consent to the drilling or deepening shall include: : ;

E
P
EN
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1 [0 Option No. 1. All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, inchwding
2 necessary tankag,_e-andlor surface facilities.
3
4 (¥ Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
5 authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
6 to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty cight
7 {48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
9 cluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above lixed shall
10 constitute an election by that party not to participate in the cost of the completion atternpt. If one or more, but less than all of the parties,
11 elect to set pipe and to attemnpt a completion, the provisions of Article VI.B.2. hereof (the phrase ‘‘reworking, deepening or plugging
12 back’ as contained in Article VI.B.2. shall be deemed to include *‘completing’*) shall apply to the operations thereafter conducted by less
13 than all parties.
14
15 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage
18 and/or surface facilities.
19
20 3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated
21 to require an expenditure in excess of Twenty-five Thousand and no/100--~--Doliars (3 25,000.00 )
22 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden

24 emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
26 parties. If Operator prepares an authority for expenditure {AFE) for its own use, Operator shall furnish any Non-Operator so requesting

27 an information ccpy thereof for any single project costing in excess of__F 1 fteen Thous and and No/100-----~-----
28 Dollars (3 15,000.00 ) but less than the amount first set forth above in this paragraph.

29

33  E. Rentals, Shut-in Well Payments and Minimum Royalties:

3

32 Rentals, shut-in well payments and minimum royaities which may be required under the terms of any lease shall be paid by the
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or moare parties own and have con-
34 tributed interests in the same lease to this agreement, such parties may designate one of such partics to make sald payments for and on

35  behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37  ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
38  visions of Article IV.B.2.

39

40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production
41  of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify
43 Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment
44 shall be borne jointly by the parties hereto under the provisions of Article IV.B.3.

45

46 F. 'T'axes:

47

48 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property

49  subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
50  become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not
51  be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
52  Operator. 1f the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the bencfit of the owner or
54  owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners 50 as to reflect the benefit of such reduc-
55  tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding
SG anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
57  value generated by each party’s working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
58  the manner provided in Exhibit *‘'C".

59 r

o0 If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and mannec
61 presceibed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final detet-
62 mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any
63 interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for the joint ac-
o4 count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as
05  provided in Exhibit *‘/C™", )

66 Sy

67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upor or with respect to
68  the production or handling of such party’s share of oil and/or gas produced under the terms of this agreement. ;
&

70
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ARTICLE VII
continued

G. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the workmen’s compensation law of
the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit “*C*’. Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit *‘D*", attached to and made a part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen’s compensation
law of the state where the operations are being conducted and to maintain such other insurance as Operator may require.

In the event automobile public liability insurance is specified in said Exhibit ‘D", or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator’s automotive equipment.

ARTICLE v
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

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

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
therealter secured, to the parties not consenting to such surrender. I the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit **B"". Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter’s interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit ‘‘C’", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest
shall be shared bry such parties in the proportions that the interest of each bears to the total interest of all chh parties.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessor's or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage

assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

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

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

Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein
by the acquiring party.

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

The provisions in this Article shall also be applicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of 4 'wgll or:any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other aperation and shail be
applied by it against the cost of such drilling or other operation. 1f the contribution be in the form of acreage, the party t0"'whoin the con-
tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in, 5&{@9&?(}9\5

!
]
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ARTICLE vlI
continued

said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be
governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op-
tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Arca.

If any party contracts for any consideration relating to disposition of such party’s share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIIL.C.

D. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leaschold interests covered by this agreement. no
party shall sell. encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells,
equipment and production unless such disposition covers either:

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

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

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

E. Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, cach party hercto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided
interest therein. '

£ PreforentialRisht—toPurchases

1o A g e a8 < B a S B H gEFecHen 6 ;' d

Area, it shall promptly give written notice to the other parties, with full information concerning its proposed sale, which-shatfnclude the
name and address of the prospective purchaser (who must be ready, willing and able to purchasc), thep ase price, and all other terms
of the offer. The other parties shall then have an optional prior right, for a period of teatt0J days after receipt of the notice, to purchase
on the samce terms and conditions the interest which the other party-erapases to sell; and, if this optional right is exercised, the purchas-
ing parties shall share the purchased interest in the-profirtions that the interest of cach bears to the total interest of all purchasing par-
ties. However, there shall be_ng preferéntial right to purchase in those cases where any party wishes to mortgage its interests, of to
dispose of its intere ¥ merger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-

DY Q Q d Q DATan ompan o o-a0 ompan n-which ¥ one.-p QUN

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
tor profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affccted elects 1o be excluded
{rom the application of all of the provisions of Subchapter *‘K’", Chapter 1, Subtitle “*A’", of the Internal Revenue Code of 1954, as per- -
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements,
and the data required by Federal Regulations 1.701. Should there be any requirement that each party hereby affected give further
evidence of this clection, each such party shall execute such documents and furnish such other evidence as may be required by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any future income tax laws of the United States contain pravisions similar to those in Subchapter *‘K™", Chapter 1,
Subtitle ** A", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code is per-
mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the (r)regéiqg elec-
tion, each such party states that the income derived by such party from aperations hereunder can be adequately determined v&gi%ldut the
computation of partnership taxable income. LTy
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
docs not exceed__========= Fifteen Thousand and No/100---~---~c--cuommeoauouuao Dollars
$.15,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settiement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XL
FORCE MAJEURE

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

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settiement of strikes,

lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely
within the discretion of the party concerned.

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

ARTICLE XHi.
NOTICES

All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit **A"". The originating notice given under any provision hereof
shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

ARTICLE XIII,
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be construed as having any right. title or interest in or to any
lease or oil and gas interest contributed by any other party beyond the term of this agreement.

8 y any party bey 8

5@ Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part
of the Contract Area, whether by production, extension, renewal or otherwise.

(0 Option No. 2: In the event the well described in Article VLA, or any subsequent well drilled under any provision of this
agreement, results in production of oil andlor gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production, and for an additional period of _________ days from cessation of all production; provided,
however, i, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the gvent the
well described in Article VI.A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, of capable
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back of renork
ing operations are commenced within _________ days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability Whlch has
1
accrued or attached prior to the date of such termination. »
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ARTICLE X1V.
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 Contract Area is located, to the valid rules,

regulations, and orders of any duly constituted regulatory body of said state; and to alf other applicable federal, state, and local laws, or-
dinances, rules, regulations, and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which
the Contract Area is located. H-the-Gentract-Afes-is-in-two-or-meorestates-thelaw-of thestpte of oo

shall govesn.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated

under such laws in reference to oil, gas and mineral operations, including the location, operation, or production of wells, on tracts offset-
ting or adjacent to the Contract Area.

With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims
and causes of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation or application of rules,
rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator’s share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the **Crude Qil Windfall Profit Tax Act
of 1980"’, as same may be amended from time to time (*‘Act’"), and any valid regulations or rules which may bg issucd by the Treasury
Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all cerliﬁcali(jls or other information
which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

A.) This Agreement is made subject to the Unit Agreement for the Development

and Operation of the Longbow Unit dated the same date hereof (the "Unit
Agreement"). In the event of any conflict between the provisions of this
Agreement and said Unit Agreement, the provisions of the Unit Agreement
shall prevail.

B.) Reference is made to those certain Operating Agreements dated July 17, 1995

and February 23, 1996, Pogo Producing Company, Operator, Yates Petroleum
Corporation, Yates Drilling Company, Abo Petroleum Corporation and Myco
Industries, Inc., Non-Operators, covering portions of the contract area
encompassed herein, among other lands. Pogo Producing Company, Yates
Petroleum Corporation, Yates Drilling Company, Abo Petroleum Corporation
and Myco Industries, Inc., all hereby agree that such prior Operating
Agreement, insofar and only insofar as covering the contract area
encompassed herein, shall be replaced by this Operating Agreement,
effective January 5, 1998.

%
0
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ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees,

legal representatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes.

IN WITNESS WHEREOF, this agreement shall be effective as of ___9th _ gay of ___January 1938

OPERATOR
POGO PRODUCING COMPANY

YATES DRILLING COMPANY

s
Cooper, Vi€e President P

NON-OPERATORS
YATES PETROLEUM CORPORATION

By: By:
Name : Name :
Title: Title:

ABO PETROLEUM CORPORATION

MYCO INDUSTRIES, IN&.

By: By:
Name: Name:
Title: Title:

4

K
¥

i
i;f:."‘
ﬁyr
FL '

A%
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STATE OF TEXAS §

§
COUNTY OF MIDLAND  §

This instrument was acknowledged befroe me on this %y of January, 1998, by
Jerry A. Cooper, Vice President of Pogo Producing Company, a Delaware corporation, on

behalf of said corporation.

My Commission Expires:

?-30-00

O, ary Public, State of Texas
. 'vioo;,
&

(7 %, LINDAK. FIESELER §
% I‘ Notary Public, State of Texas §
3 ¥ My Commission Expires 9-30-00 3

2
2, )
Lo

-----------------------------------------------

STATE OF NEW MEXICO §

§
COUNTY OF §

This instrument was acknowledged before me on this ___ day of January, 1998, by
, as Attorney-in-Fact on behalf of Yates Petroleum

Corporation.

My Commission Expires:

Notary Public, State of New Mexico

1

STATE OF NEW MEXICO §

§
COUNTY OF §

This instrument was acknowledged before me on this ___ day of January, 1998, by
, as Attorney-in-Fact on behalf of Yates Drilling

Company.

My Commission Expires:

Notary Public, State of New Mexico

STATE OF NEW MEXICO §

8
COUNTY OF §

This instrument was acknowledged before me on this ___ day of January, 1998, by
, as Attorney-in-Fact on behalf of Abo Petroleum

Corporation.

My Commission Expires:

Notary Public, State of New Mexico



STATE OF NEW MEXICO §

§
COUNTY OF §

This instrument was acknowledged before me on this __ day of January, 1998, by
, as Attorney-in-Fact on behalf of Myco Industries,

Inc..

My Commission Expires:

Notary Public, State of New Mexico



EXHIBIT “A”

Attached to and made a part of that certain
Operating Agreement dated January 5, 1998, by and between
Pogo Producing Company, as Operator, and
Yates Petroleum Corporation, et al, as Non-Operators

(1) CONTRACT AREA: All lands are located in Lea County, New Mexico

T-21-S, R-32-E, NM.P.M.
Section 25: S/2

Section 35; SE/4

Section 36 All

containing 1,120.0 acres more or less.

(2) DEPTH RESTRICTIONS: None, save and except rights below the base of the
Bone Spring formation in Section 35, T-21-S, R-32-E.

(3) INTEREST OF THE PARTIES TO THIS AGREEMENT:

Owner Working Interest %
Pogo Producing Company 65.47%
Yates Petroleum Corporation 24.18%
Yates Drilling Company 3.45%
Abo Petroleum Corporation 3.45%
Myco Industries, Inc. 3.45%
TOTAL 100.00%

(4) OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT:

(A)  Serial No.: NM 86145
Date: March 1, 1991
Expiration Date: February 28, 1998
Lessor: USA
Original Lessee: Collins & Ware, Inc.
Mineral Interest: 100%
Royalty: 1/8
ORRLI 8.169375%
Lands: T-21-S, R-32-E. NM.P.M.

Section 25: S/2
containing 320 acres, more or less

B) Date: September 14, 1995
Expiration Date: September 14, 1998
Lessor: Lillian Annie Graham
Original Lessee: Louis Dreyfus Natural Gas Corp.
Mineral Interest: 33.33%
Royalty: 3/16
ORRI: 6.25%
Lands: T-21-S, R-32-E, N.

Sectioni 35: SE/4, among other lands not
covered hereby
containing 160 acres, more or less



0 Date: September 14, 1995

Expiration Date: September 14, 1998

Lessor: Jennie Ludell Kinsolving
Original Lessee: Louis Dreyfus Natural Gas Corp.
Mineral Interest 33.33%

Royalty: 3/16

ORRI: 6.25.%

Lands: T-21-S. R-32-E, NM.P.M.

Section 35: SE/4, among other lands not
covered hereby

containing 160 acres, more or less

D) Date: September 14, 1995
Expiration Date: September 14, 1998
Lessor: Gloria Violet Chandler
Original Lessee: Louis Dreyfus Natural Gas Corp.
Mineral Interest: 33.34%
Royalty: 3/16
ORRI: 6.25%
Lands: T-21-S,R-32-E. NM.P.M.

Section 35: SE/4, among other lands not
covered hereby
containing 160 acres, more or less

E) Serial No.: NM-85935
Date: January 1, 1991
Expiration Date: May 10, 1998
Lessor: USA
Original Lessee: Mitchell Energy Corporation
Mineral Interest: 100%
Royalty: . 12.5%
ORRLI: 6.25%
Lands: T-21-S, R-32-E. NM.P.M,

Section 36: All
containing 640 acres, more or less

(5) ADDRESSES OF THE PARTIES FOR NOTICE PURPOSES:

Pogo Producing Company
P.O. Box 10340

Midland, Texas 79702-7340
Attention: Land Department

Yates Petroleum Corporation
Yates Drilling Company

Abo Petroleum Corporation
Myco Industries, inc.

105 South Fourth Street
Artesia, New Mexico 88210
Attention: Land Department
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Attached to and made a part of __that certain Operating Agreement dated January 5, 1998, by and

etween Pogo Producing Company, as Operator, and Yates Petroleum Corporation, et al,
as Non-Operators :

EXHIBIT R

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Delinitions

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

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

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

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal xpenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountanis Societies.

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac-
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure,
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except

that items of Controllable Material and unusual charges and credits shall be separalely identified and fully described in
detail.

3. Advances and Payments by Non-Operators

A. 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 within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

thirty (30)

B.  Each Non-Operator shall pay its proportion of all bills within RH#XotX(R) days after receipt. If payment is not made

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at The Chase

on the first day of the month in which delinquency occurs plus 1% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes writien exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed

period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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=TT
Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four
(24) month period following the end of such calendar year; provided, however, the making of an audit shall not
extend the time for the taking of wrilten exception to and the adjustments of accounts as provided for in
Paragraph 4 of this Section 1. Where there are two or more Non-Operalors, the Non-Operators shall make
every reasonable effort to conduct a joint audit in a manner which will result in a minimum of inconvenience
to the Operator. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this
paragraph unless agreed to by the Operator. The audits shall not be conducted more than once each year

without prior approval of Operator, except upon the resignation or removal of the Operalor, and shall be made
at the expense of those Non-Operators approving such audit.

B.  The Operator shall reply in writing to an audit report within 180 days after receipt of such report.

Approval By Non-Operators

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

1I. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

L

Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy
environmental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or
archaeological nature and pollution control procedures as required by applicable laws and regulations.

Rentals and Royalties ]

Lease rentals and royalties paid by Operator for the Joint 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.

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly
employed in the operation of the Joint Property if such charges are excluded from 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 3A of this Section IL
Such costs under this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment”
on the amount of salaries and wages chargeable to the Joint Account under Paragraph 3A 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 3A and 3B of this Section 11.

D. Personal Expenses of those employees whose salaries and wages are chargeable 1o the Joint Account under
Paragraph 3A of this Section II.

Employee Benefits

Operator's current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement,
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 3A and 3B of this Section 11 shall be Operator’s actual cost not to exceed the percent
most recently recommended by the Council of Petroleum Accountants Socielies.
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1 5. Material

2

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

7

8 6. ‘Transportation

9

10 Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:

11

12 A.  If Material is moved to the Joint Property from the Operalor’s warehouse or other properties, no charge shall be
13 made to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like
14 malerial is normally available or railway receiving point nearest the Joini Property unless agreed to by the Parties.
15

16 B.  If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint
17 Account for a distance greater than the distance to the nearest reliable supply store where like material is normally
18 available, or railway receiving point nearest the Joint Property unless agreed to by the DParties. No charge shall be
19 made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
20 Parties.
21
22 C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is
23 available when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the
24 amount most recently recommended by the Council of Petroleum Accountants Societies.
25
26 7. Services
27
28 The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
29 10 of Section 1I and Paragraph i, ii, and iii, of Section III. The cost of professional consuliant services and contiract
30 services of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead
£y | rates. The cost of professional consultant services or contract services of technical personnel not directly engaged on the
32 Joint Property shall not be charged to the Joint Account unless previously agreed to by the Parties.
33
34 8. Equipment and Facilities Furnished By Operator
35
36 A.  Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rales commensurate
37 with costs of ownership and operation. Such rates shall include costs of maintenance. repairs, other operating
38 expense, insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to
39 exceed twelve percent ( —_12 %) per annum. Such rates shall not exceed average commercial
40 rates currently prevailing in the immediate area of the Joint Property.
41
42 B. In lieu of charges in paragraph 8A above, Operator may elect to use average commercial rates prevailing in the
43 immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates
44 published by the Petroleurn Motor Transport Association.
45
46 9. Damages and Losses to Joint Property
47
48 All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or
49 losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross
50 negligence or willfu! misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as
51 soon as practicable after a report thereof has been received by Operator.
52
53 10. Legal Expense
h4
55 Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
56 amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to
57 protect or recover the Joint Property, except that no charge for services of Operator’s legal staff or fees or expense of
58 outside attorneys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be
59 covered by the overhead provisions of Section I1I unless otherwise agreed to by the Parties, except as provided in Section
60 I, Paragraph 3.
61
62 11. Taxes
63
64 All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
65 or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad
66 valorem {axes are based in whole or in part upon separate valuations of each party’s working interest, then
67 notwithstanding anything to the contrary herein, charges lo the Joint Account shall be made and paid by the Parties
68 hereto in accordance with the tax value generated by each party’s working interest.

69

70
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1 12. Insurance
2
3 Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
4 event Joint Operations are conducled in a state in which Operator may act as self-insurer for Worker’s Compensation
5 and/or Employers Liability under the respective state’s laws, Operator may, at its election, include the risk under its self-
6 insurance program and in that event, Operator shall include a charge at Operator’s cost not to exceed manual rates.
7
8 13. Abandonment and Reclamation
9
10 Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
11 authority.
12
13 14. Communications
14
15 Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and
16 microwave facilities directly serving the Joint Property. In the event communication facilities/sysiems serving the Joint
17 Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section 11
18
19 15, Other Expenditures
20
21 Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section 11l and which
22 is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
23 Operations.
24
26
26 III. OVERHEAD
27
28 1. ' Overhead - Drilling and Producing Operations
29
30 I. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
31 drilling and producing operations on either:
32 \
33 { X ) Fixed Rate Basis, Paragraph 1A, or 1
34 () Percentage Basis, Paragraph 1B
35
36 Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and
37 salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under
38 Paragraph 3A, Section II. The cost and expense of services from outside sources in connection with matters of
39 taxation, traffic, accounting or matters before or involving governmental agencies shall be considered as included in
40 the overhead rates provided for in the above selected Paragraph of this Section III unless such cost and expense are
41 agreed to by the Parties as a direct charge to the Joint Account.
42
43 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 be covered by the overhead rates, or
( X ) shall not be covered by the overhead rates.

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consuliant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

[ 2 B, I |

or oD B B o D
STk G e WO WSO

{ X ) shall be covered by the overhead rates, or
( ) shall not be covered by the overhead rates.

[wa}

A. Overhead - Fixed Rate Basis

57

58 (1) Operator shall charge the Joint Account at the following rates per well per month:

59

60 Drilling Well Rate $ See VI.1 (Page 9 of this COPAS)

61 {Prorated for less than a full month)

62

63 Producing Well Rate $ See VI.1 (Page 9 of this COPAS)

64

65 (2) Application of Overhead - Fixed Rate Basis shall be as follows:

66

67 (a) Drilling Well Rate

68

69 (1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date
70 the drilling rig, completion rig, or other units used in completion of the well is released, whichever

-4 -
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is later, except that no charge shall be made during suspension of drilling or completion operations
for fifteen (15) or more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5)
consecutive work days or more shall be made al the drilling well rate. Such charges shall be
applied for the period from date workover operations, with rig or other units used in workover,
commence through date of rig or other unit release, except that no charge shall be made during
suspension of operations for fifteen (15) or more consecutive calendar 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
production shall be considered as a one-well charge providing the gas well is directly connected to
a permanent sales outlet.

{4) A one-well charge shall be made for the month in which plugging and abandonment operations
are completed on any well. This one-well charge shall be made whether or not the well has
produced except when drilling well rate applies.

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

{3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying
the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude
Petroleum and Gas Production Workers for the last calendar year compared to the] calendar year preceding as
shown by the index of average weekly earnings of Crude Petroleum and Gas Production 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 - Percentage Basis
(1)  Operator shall charge the Joint Account at the following rates:

(a) Development

—  Percent( %) of the cost of development of the Joint Property exclusive of costs
provided under Paragraph 10 of Section II and all salvage credits.

(b) Operating

__ Percent( %) of the cost of operating the Joint Property exclusive of costs provided
under Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessmenis which are levied, assessed and paid upon the
mineral interest in and to the Joint Property.

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

For the purpose of determining charges on a perceniage basis under Paragraph 1B of this Section III,
development shall include all costs in connection with drilling, redrilling, deepening, or any remedial
operations on any or all wells involving the use of drilling rig and crew capable of drilling to the producing
interval on the Joint Property; also, preliminary expenditures necessary in preparation for drilling and
expenditures incurred in abandoning when the well is nol completed as a producer, and original cost of
consiruction or installation of fixed assets, the expansion of fixed assets and any other project clearly
discernible as a fixed asset, except Major Construction as defined in Paragraph 2 of this Section 11I. All other
costs shall be considered as operating.

Overhead - Major Construction
"To compensate Operator for overhead cosls incurred in the construction and installation of fixed assets, the expansion of

fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Properly, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint

-5-
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Account {or overhead based on the following rates for any Major Construction project in excess of $ _2_5&0_0_%_

A. ___6_____ % of first $100,000 or total cost if less, plus

B. ___4______ % of costs in excess of $100,000 but less than $1,000,000, plus

C. *_2____._ % of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are
necessary to restore the Joint Property to the equivalent condition that existed prior to the event causing the
expenditures, Operator shall either negoliate a rate prior to charging the Joint Account or shall charge the Joinl Account
for overhead based on the {ollowing rates:

A. ___4_____% of total costs through $100,000; plus
B. ..__3_____ % of total costs in excess of $100,000 but less than $1,000,000; plus
C. __2__._ % of total costs in excess of $1,000,000.

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead
provisions of this Section I1I shall apply.

4. Amendment of Rates

The overhead rates provided for in this Section II1 may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

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

1. Purchases

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

2.  Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:

A.  New Material (Condition A)
(1) Tubular Goods Other than Line Pipe

(a) ‘Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Kastern mill
published carload base prices effective as of date of movement plus transportation cost using the 80,000
pound carload weight basis to the railway receiving point nearest the Joint Property for which
published rail rates for tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound
or 90,000 pound rail rate may be used. Freight charges {or tubing will be calculated from Lorain, Ohio
and casing from Youngstown, Ohio.

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus
transportation cost from that mill to the railway receiving point nearest the Joint Property as provided
above in Paragraph 2.A.(1)a). For transportation cost from points other than Eastern mills, the 30,000
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pound Oil Field Haulers Association interstate truck rate shall be used.

Special end finish tubular goods shall be priced at the lowest published out-of-stock price, [.0.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association mterqtabe 30,000 pound truck rate,
to the railway receiving point nearest the Joint Property

Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock pricesA
f.0.b. the supplier plus transportation costs, using the Qil Field Haulers Association interstate truck rate
per weight of tubing transferred, to the railway receiving point nearest the Joint Property.

Line Pipe

(a)

(b)

(©)

(d)

Line pipe movements {except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or
more shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided above.
Freight charges shall be calculated from Lorain, Ohio.

Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000
pounds shall be priced at Eastern mill published carload base prices effective as of date of shipment,
plus 20 percent, plus transportation costs based on freight rates as set forth under provisions of tubular

goods pricing in Paragraph A.(1)a) as provided above. Freight charges shall be calculated from Lorain,
Ohio.

Line pipe 24 inch OD and over and 3 inch wall and larger shall be priced fo.b. the point of

manufacture at current new published prices plus transportation cost to the railway receiving point
nearest the Joint Property.

Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall
be priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at
prices agreed to by the Parties.

Other Material 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, or point of manufacture, plus transportation costs, if applicable, to the
railway receiving point nearest the Joint Property. {

Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current
new price, in effect on date of movement, as listed by a reliable supply slore nearest the Joint Property, or
point of manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint
Property. Unused new tubulars will be priced as provided above in Paragraph 2.A.(1) and (2).

Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:

(1

2

3)

Material moved 1o the Joint Property
At seventy-five percent (76%) of current new price, as determined by Paragraph A.
Material used on and moved from the Joint Property

(a) At sevenly-five percent (76%) of current new price, as determined by Paragraph A, if Material was
originally charged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was
originally charged to the Joint Account as used Material.

Material not used on and moved from the Joint Property

At seventy-five percent (76%) of current new price as determined by Paragraph A.

The cost of reconditioning, if any, shall be absorbed by the transferring property.

Other Used Material

)

Condition C

Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by
Paragraph A. The cost of reconditioning shall be charged to the receiving property, provided Condition
C value plus cost of reconditioning does not exceed Condition B value. '
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1 (2) Condition D
2
3 Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose
4 shall be priced on a basis commensurale with its use. Operator may dispose of Condition D Material
5 under procedures normally used by Operator without prior approval of Non-Operators.
6
7 (a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe
8 of comparable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be
9 priced at used line pipe prices.
10
11 (b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe. e.g.
12 power oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe.
13 Upset tubular goods shall be priced on a non upset basis.
14
15 (3) Condition E
16
17 Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under
18 procedures normally utilized by Operator without prior approval of Non-Operators.
19
20 D. Obsolete Material
21
22 Material which is serviceable and usable for its original function but condition and/or value of such Material
23 is not equivalent to that which would justify a price as provided above may be specially priced as agreed o by
24 the Parties. Such price should result in the Joint Account being charged with the value of the service
25 rendered by such Material.
26
27 E. Pricing Conditions
28
29 (1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢)
30 per hundred weight on all tubular goods movements, in lieu of actual loading or unloading costs
31 sustained at the stocking point. The above rate shall be adjusted as of the first day of April each year
32 following January 1, 1985 by the same percentage increase or decrease used to adjust overhead rates in
33 Section III, Paragraph 1.A.(3). Each year, the rate calculated shall be roundged to the nearest cent and
34 shall be the rate in effect until the first day of April next year. Such rate shall be published each year
35 by the Council of Petroleum Accountants Societies.
36
37 (2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
38 price of new Material.
39
40 3. Premium Prices
41
42 Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
43 unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
44 Material at the Operator’'s actual cost incurred in providing such Material, in making it suitable for use, and in moving it
45 to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
46 Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
47 ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
48 and acceptable to Operator.
49
50 4. Warranty of Maierial Furnished By Operator
51
H2 Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint
53 Account until adjustment has been received by Operator from the manufacturers or their agents.
54
55
56 V. INVENTORIES
57
58  The Operator shall maintain detailed records of Controllable Material.
59
60 1 Periodic Inventories, Notice and Representation
61
62 At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
63 of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that
64 Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an
65 inventory shall Lind Non-Operators to accept the inventory taken by Operator.
66
67 2. Reconciliation and Adjustment of Inventories
68
G9 Adjustments to the Joint Account resulting from the reconcilialion of a physical inventlory shall be made within six
70 months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for

-8-
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43

67
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overages and shortages, but, Operator shall be held accountable only for shortages due l lack of reasonable diligen.ce.

Special Inventories

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

Expense of Conducting Inventories

A

B.

VI.

Parties.

The expense of conducting periodic inventories shall not be charged to the Joint Account. unless agreed to by the

The expense of conductling snecial inventories shall be charged (o the Parlies requesting such inventories, except

inventories required due o ehange of Operator shall be charged o the Joinl Account.

OTHER PROVISIONS

Operator shall charge the Joint Account at the foilowing reates per well per

month

Drilling Mell Rate (Prorated for
(a) $3,200.00 for wells drilled
(b) $4,200.00 for wells drilled
(c) $5,000.00 for wells drilled
Producing Well Rate:

(a) $320.00 for wells producing

(b) $420.00 for wells producing
subsurface; and

(c) $500.00 for wells producing
subsurface.

less than a full
to a total depth
to a total depth

to a total depth

only from depths

only from depths

only from depths

month);
of 0 - 5,000 feet;
of 5,001 - 10,000 feet; and

1

deeper than, 10,001 feet.

above 5,000 feet subsurface;

of 5,001 - 10,000 feet

deeper than 10,001 feet




EXHIBIT “D”

Attached to and made a part of that certain
Operating Agreement dated January 5, 1998, by and between
Pogo Producing Company, as operator and
Yates Petrolcum Corporation, et al, as Non-Operators

A Operator shall, at all times while conducting operations on the Contract Area,
carry or cause to be carried, pay for, and charge to the Joint account
premiums for;

1. Workman’s Compensation insurance to comply with the Workman's
Compensation Acts of the states in which operations are conducted.

2. Employer’s liability insurance with a single limit of not less than the
minimum limits required by law in the states in which opcrations are
conducted.

Such policies shall contain underwriter’s waiver of subrogation in favor of the Parties.

B. Each Party shall at all times while the Operating Agreement is in eflect carry
or cause o be carried the following coverages pertaining to its share of the
liability assumed under the Operating Agreement.

1. Comprehensive General Liability Insurance - Bodily Injury and Property
Damage $1,000,000.00 Combined.

|

2. Automobile Public Liability Insurance - Bodily Injury and Property
Damage $1,000,000.00 Combined.

3. Umbrella Liability Insurance: $5,000,000.00 in excess of all primary
limits.

4. Well Control Insurance: $5,000,000.00 for the total loss.

C. Any Party individually may at its own expense acquire such additional insurance
as it desires; provided, however that such Party shall make a good faith cfTort to
obtain waivers by the insurer of all rights of subrogation in favor of the other
Parties to this Operating Agreement.

D. Any and all losses not covered by insurance or which fall within the applicable
policy deductible shall be borne by the Parties hereto in the proportions of their
respective interests in the project. Failure of any Party to obtain insurance as
required under Exhibit “D” shall not change that Party’s responsibility for their
portion of the loss.



EXHIBIT "E"

Attached to and made a part of that certain
Operating Agreement dated January 5, 1998, by and between
Pogo Froducing Company, as Operator and
Yates Petroleum Corporation, et al, as Non-Operators

GAS BALANCING AGREEMENT

1. Each party shall have the right to take in kind and
separately dispose of its proportionate share of the gas produced
from the Contract Area and shall be entitled to an opportunity to
produce its proportionate share of the allowable production from a
well (including lawful tolerances) established by appropriate
regulatory authority.

2. It is the intent that each party be entitled to gas
produced in the proportion that ilts ownership interest bears to
the sum of all ownership interests. It is the intent that the

Operator have the duty of controlling gas production and the
responsibility of administering the provisions of this agreement.
Operator shall cause deliveries to be made to the gas purchasers at
such rates as may be required to give effect to the intent that the
gas production accounts of all parties are to be brought into
balance under the provisions contained herein.

3. To give effect to the intent of this agreement, the
Operator shall be governed by the following rights of each party:

(a) Each underproduced party (a party who has not marketed
or has taken a lesser volume of gas than the quantity
such party is herein entitled) shall have the right upon
giving ten (10) days advance written notice tp Operator
to take a greater amount of gas than its proportionate
share of current production, provided that the right to
take such greater amount shall be in proportion that its
interest bears to the total interest of all
underproduced parties desiring to take more than their
proportionate share of the well's current production.
It is understood that such "make-up" by the
underproduced party shall be attributed to offset his
prior underproduction in the order of accrual of the
imbalance caused by such underproduction.

(b) Each overproduced party (a party who has taken a greater
volume of gas than the quantity such party is herein
entitled) shall reduce its vrespective take in the
proportion that such party's interest bears to the total
interest of all overproduced parties, but in no event
shall any overproduced party be required to reduce its
take to less than fifty percent (50%) of such
overproduced party's proportionate share of the current
production of gas.

4, Each party producing and/or delivering gas to its
purchaser shall pay any and all royalties and production taxes due
on such gas. Nothing herein shall cause a producing party to

account for or pay overriding or other leasehold burdens created by
or burdening the interest of any nonproducing or underproducing
party.

5. The provisions of this agreement shall be separately
applicable to each well and each reservoir to the end that, subject
to the provisions of Paragraph 6. below, production from one
reservoir may not be wutilized for the purpose of balancing
underproduction from other reservoirs unless agreed to by all
parties and gas is of similar vintage.

6. When production from a reservoir permanently ceases,



Operator shall be responsible to determine the final accounting of
underproduction and overproduction. Each overproduced party shall
have the option of furnishing each underproduced party gas of like
vintage from other sources ("make-up gas") or settling the
imbalance in cash as provided below. Make-up gas shall be supplied
from sources determined solely by the overproduced party; provided,
no such source may be included unless a delivery point for the gas
can be agreed upon by the overproduced and underproduced parties
involved.

If any overproduced party does not elect to supply make-up
gas, or if such parties do not agree on a delivery point for the
make-up gas within thirty (30) days from termination of such
production, a monetary settlement will be made belween the
underproduced and overproduced parties. In making such settlement,
each such overproduced party shall remit to the Operator for the
account of each underproduced party an amount of money calculated
by multiplying the volume of overproduced gas of such vintage by
the actual amount of money per m.c.f. of such gas that such
overproduced party actually received, less taxes and royalties
theretofore paid by the overproduced party. The Operator will
disburse to each underproduced party its proportionate share of
monies collected. Such amount shall be shared by each
underproduced party in the proportion that the underproduction of
each bears to the underproduction of all parties. If any
overproduced party has paid royalties or taxes attributable to his
overproduction, the amount of such royalties shall be deducted from
such payment made by him. The amount of payment for all such
overproduction shall be determined in the order of accrual.

7. Nothing in this gas balancing agreement shall cause the
Operator to produce a well or reservoir at higher than maximum
allowable rates which might have been established by a regulatory
authority. .

8. The Operator shall maintain a running account of the gas
balance between the parties and will furnish each party monthly
statements showing the quantities of gas produced from each
reservoir, the amount thereof used in joint account operations,
vented or lost, and the total quantities delivered to purchagers
together with the over/under status of each party.

c:ExhibitE
EXHIBIT "E"

Page 2



EXHIBIT "F"

Attached to and made a part of that certain Operating Agreement
dated January 5, 1998, by and between
Pogo Producing Company, as Operator aud
Yates Petroleum Corporation, et al, as Non-Operators

Govarnment Compliance Certificate

This contract incorporates the following clauses,
certifications and programs by reference with the same force and
effect as if they were given in full text:

No. and FAR Source

48 CFR §52.219-08
FAR 19.708 (a)

48 CFR §52.219-13
FAR 19.902

48 CFR §52.220-03
FAR 20.302(a)

48 CFR §52.222-21
FAR 22.810(a) (1)

48 CFR §52.222-25
FAR 22.810(d)

48 CFR §52.222-26
FAR 22.810(e)

48 CFR §52.222-35
FAR 22.1308

48 CFR §52.222-36
FAR 22.1408

48 CFR §52.223-02
FAR 23.105(b)

48 CFR §52.223-03
FAR 23.303

48 CFR §52.223-06
FAR 23.505(c)

48 CFR §22-804.1

48 CFR §52.220-4
FAR 20.30Z (b)

48 CFR §52.219-9
FAR 19.708 (b)

Title and Date

Utilization of Small Business
Concerns and Small Disadvantages
Business Concerns {(Jun 1985)

Utilization of Women-Owned Small
Businesses (Aug 1986)

Utilization of I.abor Surplus Area
Concerns (Apr 1984)

Certification of Nonsegregated
Facilities (Apr 1984)

Affirmative Action Compliance
(Apr 1984)

Equal Opportunity {(Apr 1984)
]

l

Affirmative Action for Special
Disabled and Vietnam Era Veterans
(Apr 1984)

Affirmative Action for Handicapped
Workers (Apr 1984)

Clean Air and Water (Apr 1984)

Hazardous Material Identification
and Material Safety Dbata
(Aug 1987)

Drug-Free Workplace (Mar 1989)

Affirmative Action Programs

Labor Surplus Area Subcontracting
Program (Apr 1984)

Small Business and Small
Disadvantaged Business
Subcontracting Plan (Aug 1989)



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreemen for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated January 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement,

In addition, if the undersigned is the owner of a working interest in the fands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopis the Unit Operating Agreement which relates 10 said Unit Agreemert, also dated January 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or interests therein, and
royalties presently heid or which may arise under existing option agreements or other interests in unitized substances, covering the lands withio
the Unit Area in which the undersigned may be found (o have an oil and gas inferest.

This Ratification and Joinder of Unit Agreement shali be binding upon the undersigned, his, or her or its heirs, devisees, executors,
asSigNs or successors in interest.

EXECUTED s/ l/vgtay of 9&;1&%___ 1998

3
By: _dé:(}_ - g
ﬁf’: Ludell Kinsolving (
STATE OF NE%CS §
§
COUNTY OF §

This mstrument was acknowledged before me thi My

1998, by Jamie Ludell Kinsolving,

Commission Expires:

3,/997

NEW Mex1CG
OIL CONSERVATION DIVISION

EXHIBIT ____/

[
CASENO. (ol




RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In coasideration of the exccution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
Coumy of Lea, State of New Mexico, dated January 5, 1998, in form approved oa bebalf of the Secretary of the Inicrior, the undersigned

bereby expressly ratifies, approves and adopts said Unit Agreement a5 fully as though the undersigned had executed the original agreemers.
In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
iso hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.
This Ratification and Joinder shail be effective as to the undersigned's imterests i any lands and leases, or interests therein, and

toyalties presently held or which may arise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have ag oil and gas inlerest,

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or ber oc its heirs, devisees, executors,
438igns or successors in interest.

EXECUTEDm'BLidayof%WM , 1998

-

STATE OF NEW MEXICO §
h H
COUNTY OF me S §

This instrument was acknowledged before me this £$_day of ﬂjchuar,.‘/ , 1998, by Lillian Annie Graham

My Commission Expires: MW g”l/"/

A, 4

Rev 7R85



RATIFICATION JOINDER O AGRE
AND
UNIT TING AQ NT

In consideration of the execution of the Unit Agreement for the Developmens and Operation of the LONGBOW UNIT AREA,
County of Les, State of New Mexico, dated Januacy 5, 1998, in form approved oo bellf of the Secretary of the Interioe, the undersigned
hereby expressly ratifies, approves and adopts maid Unit Agreemens a3 fully ss though the undersigned had executed the original agreement.

In additioq, if 'he uncersigned is the owner of a working interest in the lands covered by azid Unit Agreemen, then the wdersigned
also hereby ratifies, spproves and adopis the Unit Operating Agreemens which relates 1o said Unit Agreement, also dated January 3, 1995.

mmmxmmuumm”wmmwwwmuymmm,mmm.@
royaities prescutly beld or which may arise under existing option sgreements of other interests n unitized substances, covering te iands within
the Unit Area in which the updersigned may be found to have ar oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, Lis, or her or its heirs, devisess, exvcutors,
A5TigNS OF SCCEIS i inmerest.

BXECUTED tis & day of Ta'yxuw«{! 1998

By: %Ww&\

Cunis A, Anderson

W:W

Edna Anderson

STATE OF TEXAS

§

o Midlandd

COUNTY OF §
This istrument was scknowledged Wmmemiszmyof E! !‘ (Q!B > 1998, by Curtis A Andersao.

My Commistion Expircs.
S 22060
STATE OF TE ;

! §
COUNTY OF M. §

Thhmwuadmowledpﬂhd«ememZﬁd‘;of 1998 by Edna Anderson
My Commission Expires. \B&géik&_
g“l‘s.Zw)-““ . Notary Publje
) NEW MEXICO

e GiL CONSERVATION DIVISION

EXHIBIT X




N AT

@

POGO PRODUCING COMPANY
NEW MEXICO
CIL CONSERVATION DIVISION
FAX I1, (7

December 23, 1997 EXHIBIT

CASENO. ~
Yates Petroleum Corporation Louils Dreyfus Natural Gas. Corp.
Yates Drilling Company 14000 Quail Springs Parkway
Abo Petroleum Corporation Suite 600
Myco Industries Oklahoma City, OK 73134-2600
105 South Fourth Street Attention: Mr. Rusty Waters

Artesia, New Mexico 88210
Attention: Mr. Robert H. Bullock

Re: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Arrow Federal/Fee Exploratory Unit

Gentlemen:

Pogo hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands (see attached Breakout of
Leasehold Ownership):

T—-21-S, R-32-E, N.M.P.M., Lea Countv, New Mexico

Section 25: §S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

This unit is being proposed in connection with Pogo’s desire to
drill a 9,100’ Upper Bone Spring test to be located in Section 36,
T-21-S,—R-32~E, N.M.P.M., Lea County, New Mexico. We..anticipate
that the dry hole cost for this well will be $418,900.00, while a
completed producer, with battery, will cost approximately
$3447356<00. T 250

Based on our calculations, Pogo will have a 51.18% working interest
in all wells drilled on the proposed unit, while Yates’ et al
working interest in this area will be 34.53% and Dreyfus’ working
interest will be 14.29%. Pogo further proposes that it serve as
Operatcr of this unit.

If youd are interested in joining the proposed Exploratory Unit, and

are attempting to obtain preliminary approval from the BLM please
advise us accordingly and we will prepare and furnish a Unit

00 NCRTH MARIENFELD, JUITE 400 . POSTCFECE 30X 15340 . MIDLAND, TEHAS 797027340 . 13/ 6355100 . X713 453150



Yates Petroleum Corporation
Louis Dreyfus Natural Gas Corp.
December 23, 1997

Page 2

Agreement and Unit Operating Agreement and AFE for this venture.

Note that we are attempting to schedule a January 22, 1998 New
Mexico 0il Conservation Division Hearing for approval of such Unit.
In the alternative, if you are not interested in joining . the
proposed Exploratory Unit and in the drilling of the subject Test

Well, Pogo would entertain a farmin covering your leasehold in the
subject area.

Please be advised that the Federal Lease covering the S/2 of
Section 25 requires that there be a well capable of producing
within the proposed unit on or before February 28, 1998 or said
lease will expire. We plan to move forward quickly on this
unitization and your prompt consideration of our proposal would be
appreciated.

Very truly yours,
POGO PRODUCING COMPANY

CX bl 7 el

Eliz th E. Moses
Consulting Division Landman

c:\NM6l9\yates .2

Enclosure
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POGO PRODUCING COMPANY
VIA FAXYMAIL
December 29, 1997
Yates Petroleum Corporation Louis Dreyfus Natural Gas Corp.
Yates Drilling Company 14000 Quail Springs Parkway
Abo Petroleum Corporation Suite 600
Myco Industries Oklahoma City, OK 73134-2600
105 South Fourth Street - Attention: Mr. Rusty Waters
Artesia, NM 88210

Attention; Mr. Robert H. Bullock

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Gentlemen:

Reference is made to Pogo Producing Company’s letter of December 23, 1997 proposing
the creation of an exploratory unit covering the S/2 of Section 25, the SE/4 of Section 35,
and all of Section 36, T-21-S, R-32-E. Please be advised that said unit will be referred to
as the Longbow Unit, instead of the Arrow Unit as used in said letter.

Also please note that the cost of the initial well was inaccurately stated in said letter. Dry
hole costs are estimated to be $418,900.00, while a completed producer, with battery, will
cost approximately $760,250.00.

Sincerely,

iy -

Elizabeth E. Moses
Consulting Landman

0G0 NCRTH MARIENFELD, SUITE 400 . POST OFFCE 30X 10340 . MIDIANG, TEXAS 797027340 . 715/ 6353100 . XL LSR8



POGO PRODUCING COMPANY

\\\K(@

January 15, 1998

Yates Petroleum Corporation EXPRESS MAIL
Yates Drilling Company

Abo Petroleum Corporation

Myco Industries

105 South Fourth Street

Artesia, NM 88210

Attention. Mr. Robert H. Bullock

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Gentlemen:

Pogo Producing Company has proposed the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-S, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Enclosed please find a copy of the proposed Unit Agreement and Unit Operating
Agreement which have been executed on behalf of Pogo Producing Company as operator.
Pogo has requested preliminary approval of the unit from the Bureau of Land
Management in connection with Pogo’s desire to drill a 9,100° Upper Bone Spring test to
be located in the SE/4 NW/4 of Section 36, T-21-S, R-32-E. Two copies of Pogo’s AFE
for the proposed Arrow Federal 36 #1 are enclosed.

Pogo respecttully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification and the AFE which are enclosed. The

00 NCRIH MARENFFLD, SUITE 500 *  POSTORC 30X 10340 . MIDIAND, TEUAS 797027340 . 915/ 4353100 e FAN9IS/435150



January 15, 1998
Yates Petroleum Corporation, et al
Page Two

copy of the Unit Agreement and extra copy of the ratification and AFE are for you to keep
for your records. Inasmuch as this matter has been set for hearing with the New Mexico
Oil Conservation Division on January 22, 1998, we courteously request that you return
the ratifications prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operaticn of the LONGBOW UNIT AREA, County of
Lea, State of New Mexico, dated January 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned hereby expresly
ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working mterest in the lands covered by said Unit Agreement, then the undersigned also
hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January §, 1998.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or imterests therein, and royalties
presently held or which may arise under existing option agresments or other interests in unitized substances, covering the lands within the Unit Ares in
which the undersigned may be found to have an oil and gas interest. :

This Ratification and Jomder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisees, executors, assigns
Of SUCOSSSOrs I mterest. ]

EXECUTED this day of _, 1998.

YATES PETROLEUM COPORATION YATES DRILLING COMPANY
By
Name: Name:
Title: Title:

ABO PETROLEUM CORPORATION MYCO INDUSTRIES, INC.
By: By:
Name: Name:
Tide: Title:

Rev. 07795



January 20, 1998

Louts Dreyfus Natural Gas Corp.

14000 Quail Springs Parkway
Suite 600

Oklahoma City, OK 73134-2600
Attention: Mr. Joe Hammond

RE: Tomahawk Prospect NM-619
Lea County, New Mexico

POGO PRODUCING COMPANY

@

OVERNIGHT MAIL

Proposed Longbow Federal/Fee Exploratory Unit

Gentlemen:

As discussed, Louis Dreyfus Natural Gas Corp. has agreed to grant Pogo Producing
Company a term assignment of its interest in the SE/4 of Section 35, T-21-S, R-32-E, as
to rights from the surface to the base of the Bone Spring formation only. In that regard,
enclosed please find a Term Assignment of Oil and Gas Leases for your execution
containing the agreed upon provisions of a three month term and delivery of a 75% net

revenue interest in the leases.

Also enclosed is a copy of the Unit Agreement along with five copies of a ratification

prepared for Dreyfus’ execution and return.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to

this matter.

Enclcsures

00 NCRTH MAKIENFELD, SUITE 400 . POSTOFFICE 3CK 10240

Sincerely,

- ~ 7 Z '/’L—-v/ ;
YA / AL

Elizabeth E. Moses
Consulting Landman

MICLAND, TEXAS 797027340 . 91578853100 . X915 4358150
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamary 5, 1998, in form approved oa behalf of the Secretary of the Intericr, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreemers, also dated Jamuary 5, 1998.

This Ratification and Joinder shalf be effective as to the undersigned's imerests in any lands and leases, or imerests therein, and
royalties presently held or which may arise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas imerest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisees, executors,
assigns or successors in imerest.

EXECUTED this day of , 1998

LOUIS DREYFUS NATURAL GAS CORP.

Bwv:
Name:
Title:
STATE OF OKLAHOMA §
§
COUNTY OF §
This mstrument was acknowledged before me this day of . 1998, by >
of Louis Dreyfus Natural Gas Corp., a corporation, on behalf of said corporation.
My Commission Expires:

Notary Public

Rev. 07556



POGO PRODUCING COMPANY

&

January 12, 1998
NEW MEXICO -

il CONSERVATION DIVISICH
VIA CERTIFIED MAIL/RRR

EXHIBIT_1 O

Gloria Violet Chandler
P.O. Box 421
Tatum, New Mexico 38267

®)
1>
p]
{7
P
@)
i

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Ms. Chandler:

Pogo Producing Comparv hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a rovalty or overriding rovalty interest in 3 portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with

Pogo’s desire to drill a 9,100” Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this 'matter Las been sei for heanng with the New Mexico Oii Conservation
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Gloria Violet Chandier
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

 wlstl 0755

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreememt for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamuary 5, 1998, in form approved om behaif of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated Jannary 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned’s imerests in any lands and leases, or interests therein, and
royalties presently held or which may arise under existing option agreements or other inferests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oii and gas interes:.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisees, executors,
assigns or successors in interest.

EXECUTED this day of , 1998

Bv:
Gloria Violet Chandler

STATE OF NEW MEXICO §
§
COUNTY OF §
This mstrument was acknowledged before me this day of , 1998, by Gloria Violet Chandler
My Commission Expires:

Notary Public

Rev.07.95



POGO PRODUCING COMPANY

&

January 12, 1998

VIA CERTIFIED MAIIL/RRR

Mr. Curtis Anderson
P.O. Box 1799
Midland, Texas 79702

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Curt:

Pogo Produciiig Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Reccrds reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with
Pogo’s desire to drill a 9,100° Upper Bone Spring test to be located in the SE/4 NW/4 of
Sect:on 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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Mr. Curtis A. Anderson
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In comsideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamuary 5, 1998, in form approved on behalf of the Secretary of the Imerior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.

This Ratification and Joinder shail be effective as to the undersigned’s interests in any lands and leases, or interests therein, and
royaities presemly beld or which may arise under existing option agreements or other inerests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its beirs, devisees, executors,
assigns or successors in interest.

EXECUTED this day of 1998

’ Curus A. Anderson

By:
Edna Anderson
STATE OF TEXAS §
§
COUNTY OF §
This mstrument was acknowledged before me this day of , 1998, by Curtis A. Anderson.
My Commission Expires:
Notary Public
STATE OF TEXAS §
§
COUNTY OF §
This mstrument was acknowledged before me this day of . 1998, by Edna Anderson.
My Commission Expires:
Notary Public

Rev. 076



POGO PRODUCING COMPANY

(&

January 12, 1998

VIA CERTIFIED MAIL/RRR

Lillian Annie Graham
HC 12, Box 1209
Roswell, New Mexico 88201

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Ms. Graham:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the fcllowing lands:

T-21-S, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: "All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Eaclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with
Pogo’s desire to drill a 9,100 Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this maiter has been set for hearing with the New Mexico Oil Conservation .
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Lillian Annie Graham
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

/Z;M%/ St

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamary 5, 1998, in form approved on behaif of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adops said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreememn, then the undersigned
also bereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned's imerests in any lands and leases, or interests therein, and
royaities presently held or which may 2rise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas igerest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its beirs, devisees, executors,
assigns or successors in interest.

EXECUTED this day of , 1998

" Lillizn Armie Grabam

STATE OF NEW MEXICO §
§
COUNTY OF §
This nstrumert was acknowledged before me this day of , 1998, by Lillian Annie Graham
My Commission: Expires:

Notary Public

Rev. 0756



POGO PRODUCING COMPANY

@

January 12, 1998

VIA CERTIFIED MAII/RRR

Michael Kulenguski

Beverly Gay Nichols

301 Commerce Street, Suite 3301
Fort Worth, Texas 76102

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Mr. Kulenguski and Ms. Nichols:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35. SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the umit from the Bureau of Land Management in connection with

Pogo’s desire to drill a 9,100 Upper Bone Spring test to be located in the SE/4 NW/4 of
S‘ection 36, T-21-§S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are encloced. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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Michael Kulenguski
Beverly Gay Nichols
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

%;/M/ STt

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated January 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
bereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or inferests therein, and
royalties presently held or which may arise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its beirs, devisees, executors,
assigns or SUCCESSOrs in imterest.

EXECUTED this day of , 1998
By:
Michael Kulenguski
- Beverly Gay Nichols
STATE OF TEXAS 5
§
COUNTY OF §
This mstrument was acknowledged before me this day of 1998, by Michael Kulenguski

My Commission Expires:

Notary Public
STATE OF TEXAS §
§
COUNTY OF §
This mstrument was acknowledged before me this day of , 1998, by Beverly Gay Nichols.
My Commission Expires:
Notary Public

Rev. 0755



POGO PRODUCING COMPANY

@

January 12, 1998

VIA CERTIFIED MAIL/RRR

John S. Tittl and Nancy Tittl
301 Commerce Street, Suite 3301
Fort Worth, Texas 76102

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Mr. and Mrs. Tittl:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P. M| Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been

executed on behalf of Pogo Producing Company as operator. Pogo has requested

preliminary approval of the unit from the Bureau of Land Management in connection with

Pogo’s desire to drill a 9,100” Upper Bone Spring test to be located in the SE/4 NW/4 of

Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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John S. Tittl and Nancy Tittl
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date. -

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

ittt Ay

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamary 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or interests therein, and
royalties presently held or which may arise under existing option agreements or other iterests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisees, executors,
assigns or successors in imterest.

EXECUTED this day of , 1998

Jobm S. Tl

Nancy Tt

STATE OF TEXAS §
§
COUNTY OF §
This mstrument was acknowledged before me this day of . 1998, by John S. Titl
My Commission Expires:
Notary Public
STATE OF TEXAS §
§
COUNTY OF §
This mstrument was acknowledged before me this day of , 1998, by Nancy Tl
My Commission Expires:
Noxary Public

Rev. 07/



POGO PRODUCING COMPANY

(&

January 12, 1998

VIA CERTIFIED MAIL/RRR

Fortson O1l Company

301 Commerce Street, Suite 3301
Fort Worth, Texas 76102
Attention: Mr. Brett Taylor

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Brett:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with

Pogo’s desire to drill a 9,100° Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records:
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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Fortson Oil Company
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

% M%/ A

Ehzabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jannary 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
bereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreemens.

[n addition, if the undersigned is the owner of a working inerest in the lands covered by said Unit Agreement, then the undersigned
also bereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated Jamuary 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or interests therein, and
royalties preseatly held or which may arise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas inferest.

This Ratification and Joinder of Unit Agreement shail be binding upon the undersigned, his, or her or is beirs, devisees, executors,
assigns or successors in interest,

EXECUTED this day of , 1998

FORTSON OIL COMPANY
Name:
Tule:

STATE OF TEXAS §

§
COUNTY OF §
This mstrument was acknowledged before me this day of _, 1998, by
of Fortson Qil Company., a corporation, cn behalf of said corporation.
My Commission Expires:

Notary Public

Rev. 07/95



POGO PRODUCING COMPANY

\\Q@

January 12, 1998
VIA CERTIFIED MAIL/RRR

Mitchell Energy Corporation

Box 4000

The Woodlands, Texas 77387-4000
Attention: Mr. John Alloway

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Mr. Alloway:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-S, R-32-E, N\M.P.M., Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with
Pogo’s desire to drill a 9,100 Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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Mitchell Energy Corporation
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratlﬁcanons
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

sttt /Mw

Elizabeth E. Moses
Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated January 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agrecmerx as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated Jamary 5, 1998,

This Ratification and Joinder shail be effective as to the undersigned’s interests in any lands and leases, or interests therein, and
royalties presently held or which may arise under existing option agreements or oiber imterests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisees, executors,
assigns or SUCCessors in imerest.

EXECUTED this day of , 1998

MITCHELL ENERGY CORPORATION

By:
Name:
Title:
STATE OF TEXAS §
COUNTY OF g
This mstrument was acknowledged before me this day of _, 1998, by ,
of Mitchell Energy Corporation., a corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

Rev 0795



POGO PRODUCING COMPANY

@

January 12, 1998

VIA CERTIFIED MAIL/RRR

Jennie Ludell Kinsolving
P.O. Box 1005
Crossroads, New Mexico 88114

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Ms. Kinsolving:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P.M., Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding rovalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with

Pogo’s desire to drill a 9,100 Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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Jennie Lauded Kinsolving
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (915) 685-8127. We appreciate your attention to
this matter.

Sincerely,

/@ L2 L TS
Elizabeth E. Moses

Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamary 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned bad executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated Jamuary §, 1998.

This Ratification and Joinder shall be effective as 0 the undersigned's imerests in any lands and leases, or imterests therein, and
royalties presently beld or which may arise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas imerest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or ber or its beirs, devisees, executors,
assigns or successors in interest.

EXECUTED this day of , 1998

" Jennie Ludell Kinsolving

STATE OF NEW MEXICO

§
§
COUNTY OF §

This mstrument was acknowledged before me this day of . 1998, by Jennie Ludell Kmsolving.

My Commission Expires:

Notary Public

Rev. 0755



POGO PRODUCING COMPANY

@

January 12, 1998

VIA CERTIFIED MAIL/RRR

Collins & Ware, Inc.
Suite 2200

303 West Wall Street
Midland, Texas 79701

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Gentlemen:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-§, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with

Pogo’s desire to drill a2 9,100° Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation

200 NCRTH MARIENFFLD) SUITE 600 e POSTORCE30X 10340 . MIDLAND, TEAS 797027340 . 915/ 6353100 e FAXTIS/ 6833150



Collins & Ware, Inc.
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at {(915) 685-8127. We appreciate your attention to
this matter.

Sincerely,
Gl st

Elizabeth E. Moses
Consulting Landman

7

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In comsideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated Jamuary 5, 1998, in form approved on behalf of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working inferest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.

This Ratification and Joinder shall be effective as to the undersigned's interests in any lands and leases, or inerests therein, and
royalties presently held or which may arise under existing option agreements or other interests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or ber or its heirs, devisees, executors,
asSIgns or SUCCESSOrs in ingerest.

EXECUTED this day of , 1998
COLLINS & WARE, INC.
By:
Name:
Title:

STATE OF TEXAS §
§
§

COUNTY OF
This mstrumemt was acknowledged before me this day of , 1998, by s
of Collins & Ware, Inc.., 2 corporation, on behalf of said corporation.
My Commission Expires:
Notary Public

Rev. 07455



POGO PRODUCING COMPANY

\\\(@

January 12, 1998

VIA CERTIFIED MAIL/RRR

Erma Lowe Trust

¢/o Maralo, Inc., Suite 400
5151 San Felipe Street
Houston, Texas 77056-3607
Attention: Mr. Joe Pulido

RE: Tomahawk Prospect NM-619
Lea County, New Mexico
Proposed Longbow Federal/Fee Exploratory Unit

Dear Joe:

Pogo Producing Company hereby proposes the creation of a Federal/Fee Exploratory Unit
consisting of the following lands:

T-21-S, R-32-E, NM.P.M,, Lea County, New Mexico

Section 25: S/2 (Federal)
Section 35: SE/4 (Fee)
Section 36: All (Federal)

Containing 1,120 acres, more or less

Records reveal that you own a royalty or overriding royalty interest in a portion of said
lands. Enclosed please find a copy of the proposed Unit Agreement which has been
executed on behalf of Pogo Producing Company as operator. Pogo has requested
preliminary approval of the unit from the Bureau of Land Management in connection with

Pogo’s desire to drill a 9,100 Upper Bone Spring test to be located in the SE/4 NW/4 of
Section 36, T-21-S, R-32-E.

Pogo respectfully requests that you review the enclosed and, should you find it acceptable,
execute and return the five copies of the ratification which are enclosed. The copy of the
Unit Agreement and extra copy of the ratification is for you to keep for your records.
Inasmuch as this matter has been set for hearing with the New Mexico Oil Conservation
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Erma Lowe Trust
¢/o Maralo, Inc.
January 12, 1998
Page 2

Division on January 22, 1998, we courteously request that you return the ratifications
prior to that date.

If you have any questions regarding the information contained herein, please do not
hesitate to contact the undersigned at (315) 685-8127. We appreciate your attention to
this matter.

Sincerely,

44/@% S pse

Consulting Landman

Enclosures



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation of the LONGBOW UNIT AREA,
County of Lea, State of New Mexico, dated January 5, 1998, in form approved on bebalf of the Secretary of the Interior, the undersigned
hereby expressly ratifies, approves and adopts said Unit Agreement as fully as though the undersigned had executed the original agreement.

In addition, if the undersigned is the owner of a working interest in the lands covered by said Unit Agreement, then the undersigned
also hereby ratifies, approves and adopts the Unit Operating Agreement which relates to said Unit Agreement, also dated January 5, 1998.

This Ratification and Joinder shail be effective as to the undersigned's interests in any lands and leases, or interests therein, and
royalties presently held or which may arisc under existing option agreements or other inferests in unitized substances, covering the lands within
the Unit Area in which the undersigned may be found to have an ofl and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or its heirs, devisees, executors,
assigns or successors in interest.

EXECUTED this day of , 1998

EMMA LOWE TRUST FOR BENTFIT OF CLAYTON LOWE YOST

By:
Mary Ralph Lowe, Trustee

EMMA LOWE TRUST FOR BENEFIT OF CARSON R. YOST

By:
Mary Ralph Lowe, Trustee

EMMA LOWE TRUST FOR BENEFIT OF SAMANTHA YOST

By
Mary Raiph Lowe, Trustee

MARY RALPH LOWE, TRUSTEE

By:
Mary Ralph Lowe. Trustee

Rev. 07/%5



STATE OF TEXAS

COUNTY OF

Ly s wry

This instrument was acknowledged before me this day of , 1998, by Mary Raiph Lowe, Trustee of the Erma
Lowe Trust for Benefit of Clayton Lowe Yost, the Erma Lowe Trust for Benefit of Carson R. Yost and the Erma Lowe Trust for Benefit of Samantha
Yost.

My Commission Expires:

Notary Public

Rev. 076



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF POGO PRODUCING COMPANY
FOR APPROVAL OF A UNIT AGREEMENT, LEA
COUNTY, NEW MEXICO. Case No. 11911

AFFIDAVIT REGARDING NOTICE

STATE OF NEW MEXICO )
COUNTY OF SANTA FE ) ss.

James Bruce, being duly sworn upon his oath, deposes and
states:

1. I am over the age of 18, and have personal knowledge of
the matters stated herein.

2. I am an attorney for Applicant.

3. Applicant has conducted a good faith, diligent effort to
find the names and correct addresses of the interest owners in the
proposed unit area.

4. Notice of the Application was provided to the interest
owners at their correct addresses, by certified mail. Copies of
the notice letter and certified return receipts are attachked hereto
as Exhikit A.

5. Applicant has complied wj
Division Rule 1207. Ve

the notice provisions of

James quce

SUBSCRIBED AND SWORN TO befg¢re me this . o= day of January,
1998, by James Bruce.

fﬂ, t);n\\taflﬂ/“ fx‘&—a ~—a

 Notary Public

My ‘Ci)rvr}m;i‘ssion’ Expires: NEW MEXICO
s Alor OIL CONSERVATION DIVISION

EXHIBIT ,(

CASENO.




JAMES BRUCE

ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

SUITEB
612 OLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(508) 9622043
(306) 9822151 (FAX)

December 30, 1997

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

To: Persons on Exhibit A
Dear Sirs:

Enclosed is a copy of an application requesting approval of a unit
agreement, filed by Pogo Producing Company at the New Mexico 0il
Conservation Division. Pogo's records show that you are an
interest owner in the proposed unit. Joinder in this unit is
voluntary. The application will be heard at 8:15 a.m. on Thursday,
January 22, 1998 at the Division’'s offices at 2040 South Pacheco
Street, Santa Fe, New Mexico 87505. Failure to appear at that
time will preclude you from contesting this matter at a later date.

Very truly yours,

Attorney for Pogo
Producing Company



Yates Petroleum Corporation
Yates Drilling Company

Abo Petroleum Corporation
MYCO Industries, Inc.

105 South Fourth Street
Artesia, New Mexico 88210

Attention: Robert H. Bullock

Louis Dreyfus Natural Gas Corporation
Suite 600

14000 Quail Springs Parkway

Oklahoma City, Oklahoma 73134-2600

Attention: Rusty Waters

Curtis A. Anderson
P.0O. Box 1799
Midland, Texas 79702

Collins & Ware, Inc.
Suite 2200

303 West Wall Street
Midland, Texas 79701

Erma Lowe Trust fbo
Clayton Lowe Yost

Erma Lowe Trust fbo
Carson R. Yost

Erma Lowe Trust fbo
Samantha A. Yost

¢/o Maralo, Inc.

Suite 400

5151 San Felipe Street

Houston, Texas 77056-3607

Mitchell Energy Corporation
Box 4000
The Woodlands, Texas 77387-4000

Fortson 0il Company
Suite 3301

301 Commerce Street

Fort Worth, Texas 76102



John S§. Tittl

Suite 3301

301 Commerce Street

Fort Worth, Texas 76102

Michael Kulenguski

Suite 3301

301 Commerce Street

Fort Worth, Texas 76102

Lillian Annie Graham
HC 12, Box 1209
Roswell, New Mexico 88201

Jennie Ludell Kinsolving
P.O. Box 1005
Crossrocads, New Mexico 88114

Gloria Violet Chandler
P.O. Box 421
Tatum, New Mexico
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