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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
BIG HATCHET NORTH UNIT AREA

HIDALGO COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the _1st day of July 2003 , by and
between the parties subscribing, ratifying or consenting hereto, and herein referred to as the “parties hereto”;

WITNESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act of
the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended by Sec. 1 of Chapter 162, Laws of 1951, (Chap. 19,
Art. 10, Sec. 45, N.M. Statutes 1978 Annotated), to consent to and approve the development or operation of State
Lands under agreements made by lessees of State Land jointly or severally with other lessees where such
agreements provide for the unit operation or development of part of or all of any oil or gas pool, field, or area;

and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act of
the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 19, Art. 10, Sec. 47, N.M. Statutues 1978 Annotated)
to amend with the approval of lessee, evidenced by the lessee’s execution of such agreement or otherwise, any oil
and gas lease embracing State Lands so that the length of the term of said lease may coincide with the term of
such agreements for the unit operation and development of part or all of any oil or gas pool, field, or area; and

WHEREAS, the Oil Conservation Division of the Energy and Minerals Department of the State of New
Mexico' (hereinafter referred to as the “Division”), is authorized by an Act of the Legislature (Chap. 72, Laws
1935, as amended, being Section 70-2-1 et seq. N.M. Statutues Annotated, 1978 Compllatlon) to approve this

agreement and the conservation provisions hereof, and

WHEREAS, the parties hereto hold sufficient interests in the BIG HATCHET NORTH Unit Area
covering the land hereinafter described to give reasonably effective control of operations therein; and

NOW, THEREFORE, in consideration of the premises and the promises herein contained, the parties
hereto commit to this agreement their respective interests in the below defined unit area, and agree severally

among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and recognized as constituting the unit
area: '

SEE EXHIBIT “B”

Containing 39 ,667 1 gl acres, more or less, in Hidalgo County, New Mexico.

Exhibit “A” attached hereto is a map showing the unit area and the boundaries and identity of tracts and
leases in said area to the extent known to the unit operator. Exhibit “B” attached hereto is a schedule showing to
the extent known to the unit operator the acreage, percentage and kind of ownership of oil and gas interests in all
lands in the unit area. However, nothing herein or in said schedule or map shall be construed as a representation
by any party hereto as to the ownership of any interest other than such interest or interests as are shown on said
map or schedule as owned by such party. Exhibit “A” and “B” shall be revised by the unit operator whenever




changes in ownership in the unit area render such revisions necessary or when requested by the Commissioner of
Public Lands, hereinafter referred to as “Commissioner” or the Qil Conservation Division, hereinafter referred to

as the “Division”.

All land committed to this agreement shall constitute land referred to herein as “Unitized land” or “land
subject to this agreement”.

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated fluid hydrocarbons in any and
all formations of the unitized land are unitized under the terms of this agreement and herein are called “unitized

substances”.

3. UNIT OPERATOQOR: Dan A. Hughes Company, L.P., whose address is P.O. Drawer 669, Beeville,
Texas 78104, is hereby designated as unit operator and by signature hereto commits to this agreement all interest
in unitized substances vested in it as set forth in Exhibit “B”, and agrees and consents to accept the duties and
obligations of unit operator for the discovery, development and production of unitized substances as herein
provided. Whenever reference is made herein to the unit operator, such reference means the unit operator acting
in that capacity and not as an owner of interests in unitized substances, and the term “working interest owner”
when used herein shall include or refer to unit operator as the owner of a working interest when such an interest is

owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the right to resign at
any time but such resignation shall not become effective until a successor unit operator has been selected and
approved in the manner provided for in Section 5 of this agreement. The resignation of the unit operator shall not
release the unit operator from any liability or any default by it hereunder occurring prior to the effective date of
its resignation.

Unit operator may, upon default or failure in the performance of its duties or obligations hereunder, be
subject to removal by the same percentage vote of the owners of working interests determined in like manner as
herein provided for the selection of a new unit operator. Such removal shall be effective upon notice thereof to
the Commissioner and the Division.

The resignation or removal of the unit operator under this agreement shall not terminate his right, title or
interest as the owner of a working interest or other interest in unitized substances, but upon the resignation or
removal of unit operator becoming effective, such unit operator shall deliver possession of all equipment,
materials, and appurtenances used in conducting the unit operations and owned by the working interest owners to
the new duly qualified successor unit operator, or to the owners thereof if no such new unit operator is elected, to
be used for the purpose of conducting unit operations hereunder. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needed for the preservation of wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall resign as unit operator or shall be
removed as hereinabove provided, the owners of the working interests according to their respective acreage
interests in all unitized land shall by a majority vote select a successor unit operator; provided that, if a majority
but less than seventy-five percent (75%) of the working interests qualified to vote is owned by one party to this
agreement, a concurring vote of sufficient additional parties, so as to constitute in the aggregate not less than
seventy-five percent (75%) of the total working interests, shall be required to select a new operator. Such
selection shall not become effective until (a) a unit operator so selected shall accept in writing the duties and
responsibilities of unit operator, and (b) the selection shall have been approved by the Commissioner. If no
successor unit operator is selected and qualified as herein provided, the Commissioner at his election, with notice
to the Division, may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in the first instance all costs and expenses
incurred in conducting unit operations hereunder, and such costs and expenses and the working interest benefits
accruing hereunder shall be apportioned among the owners of the unitized working interests in accordance with an
operating agreement entered into by and between the unit operator and the owners of such interests, whether one
or more, separately or collectively. Any agreement or agreements entered into between the working interest
owners and the unit operator as provided in this section, whether one or more, are herein referred to as the




“Operating Agreement”. No such agreement shall be deemed either to modify any of the terms and conditions of
this unit agreement or to relieve the unit operator of any right or obligation established under this unit agreement
and in case of any inconsistencies or conflict between this unit agreement and the operating agreement, this unit
agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifically provided
herein, the exclusive right, privilege and duty of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing, allocating and distributing the unitized substances
are hereby delegated to and shall be exercised by the unit operator as herein provided. Acceptable evidence of
title to said rights shall be deposited with said unit operator and, together with this agreement, shall constitute and
define the rights, privileges and obligations of unit operator. Nothing herein, however, shall be construed to
transfer title to any land or to any lease or operating agreement, it being understood that under this agreement the
unit operator, in its capacity as unit operator, shall exercise the rights of possession and use vested in the parties
hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60) days after the effective date of
this agreement, commence operations upon an adequate test well for oil and gas upon some part of the lands
embraced within the unit area and shall drill said well with due diligence to a depth sufficient to attain the top of
the Horquilla formation or to such a depth as unitized substances shall be discovered in paying quantities at a
lesser depth or until it shall, in the opinion of unit operator, be determined that the further drilling of said well
shall be unwarranted or impracticable; provided, however, that unit operator shall not, in any event, be required
to drill said well to a depth in excess of 5,000 feet. Until a discovery of a deposit of unitized substances capable
of being produced in paying quantities (fo wit: quantities sufficient to repay the costs of drilling and producing
operations with a reasonable profit) unit operator shall continue drilling diligently, one well at a time, allowing
not more than six months between the completion of one well and the beginning of the next well, until a well
capable of producing unitized substances in paying quantities is completed to the satisfaction of the Commissioner
or until it is reasonably proven to the satisfaction of the unit operator that the unitized land is incapable of
producing unitized substances in paying quantities in the formation drilled hereunder.

Any well commenced prior to the effective date of this agreement upon the unit area and drilled to the
depth provided herein for the drilling of an initial test well shall be considered as complying with the drilling
requirements hereof with respect to the initial well. The Commissioner may modify the drilling requirements of
this section by granting reasonable extensions of time when in his opinion such action is warranted. Upon failure
to comply with the drilling provisions of this article the Commissioner may, after reasonable notice to the unit
operator and each working interest owner, lessee and lessor at their last known addresses, declare this unit
agreement terminated, and all rights privileges and obligations granted and assumed by this unit agreement shall

cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES:
Should unitized substances in paying quantities be discovered upon the unit area, the unit operator shall on or
before six months from the time of the completion of the initial discovery well and within thirty days after the
expiration of each twelve months period thereafter, file a report with the Commissioner and Diviston of the status
of the development of the unit area and the development contemplated for the following twelve months period.

It is understood that one of the main considerations for the approval of this agreement by the
Commissioner of Public Lands is to secure the orderly development of the unitized lands in accordance with good
conservation practices so as to obtain the greatest ultimate recovery of unitized substances.

After discovery of unitized substances in paying quantities, unit operator shall proceed with diligence to
reasonably develop the unitized area as a reasonably prudent operator would develop such area under the same or
similar circumstances.

If the unit operator should fail to comply with the above covenant for reasonable development this
agreement may be terminated by the Commissioner as to all lands of the State of New Mexico embracing
undeveloped regular well spacing or proration units, but in such event, the basis of participation by the working



interest owners shall remain the same as if this agreement had not been terminated as to such lands; provided,
however, the Commissioner shall give notice to the unit operator and the lessees or record in the manner
prescribed by (Sec. 19-10-20 N.M. Statutes 1978 Annotated), of intention to cancel on account of any alleged
breach of said covenant for reasonable development and any decision entered thereunder shall be subject to appeal
in the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated), and, provided further, in any event
the unit operator shall be given a reasonable opportunity after a final determination within which to remedy any
default, failing in which this agreement shall be terminated as to all lands of the State of New Mexico embracing
undeveloped regular well spacing or proration units.

Notwithstanding any of the provisions of this Agreement to the contrary, all undeveloped regular well
spacing or proration unit tracts within the unit boundaries shall be automatically eliminated from this Agreement
and shall no longer be a part of the unit or be further subject to the terms of this agreement unless at the
expiration of five (5) years after the first day of the month following the effective date of this agreement diligent

drilling operations are in progress on said tracts.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of producing unitized
substances in paying quantities the owners of working interests shall participate in the production therefrom and in
all other producing wells which may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres committed to this unit agreement,
and such unitized substances shall be deemed to have been produced from the respective leasehold interests
participating therein. For the purpose of determining any benefits accruing under this agreement and the
distribution of the royalties payable to the State of New Mexico and other lessors, each separate lease shall have
allocated to it such percentage of said production as the number of acres in each lease respectively committed to
this agreement bears to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working interest owner shall have
the right to take such owner’s proportionate share of the unitized substances in kind or to personally sell or
dispose of the same, and nothing herein contained shall be construed as giving or granting to the unit operator the
right to sell or otherwise dispose of the proportionate share of any working interest owner without specific
authorization from time to time to do so.

11. ALLOCATION OF PRODUCTION: All unitized substances produced from each tract in the unitized
area established under this agreement, except any part thereof used for production or development purposes
hereunder, or unavoidably lost, shall be deemed to be produced equally on an acreage basis from the several tracts
of the unitized land, and for the purpose of determining any benefits that accrue on an acreage basis, each such
tract shall have allocated to it such percentage of said production as its area bears to the entire unitized area. It is
hereby agreed that production of unitized substances from the unitized area shall be allocated as provided herein,
regardless of whether any wells are drilled on any particular tracts of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: The respective lease
owners in accordance with the terms of their leases shall pay all rentals due to the State of New Mexico.

All royalties due to the State of New Mexico under the terms of the leases committed to this agreement
shall be computed and paid on the basis of all unitized substances allocated to the respective leases committed
hereto; provided, however, the State shall be entitled to take in kind its share of the unitized substances allocated
to the respective leases, and in such case the unit operator shall make deliveries of such royalty share in
accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands other than the State of New Mexico, shall be
paid by the respective lease owners in accordance with the terms of their leases and all royalties due under the
terms of any such leases shall be paid on the basis of all unitized substances allocated to the respective leases

committed hereto.

If the unit operator introduces gas obtained from sources other than the unitized substances into any
producing formation for the purpose of repressuring, stimulating or increasing the ultimate recovery of unitized
substances therefrom, a like amount of gas, if available, with due allowance for loss or depletion from any cause




may be withdrawn from the formation into which the gas was introduced royalty free as to dry gas but not as to
the products extracted therefrom; provided, that such withdrawal shall be at such time as may be provided in a
plan of operation consented to by the Commissioner and approved by the Division as conforming to good
petroleum engineering practices; and provided further, that such right of withdrawal shall terminate on the

termination of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, payment out of production or other
charge in addition to the usual royalty, the owner of each such lease shall bear and assume the same out of the
unitized substances allocated to the lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO
LANDS WITHIN THE UNITIZED AREA: The terms, conditions and provisions of all leases, subleases,
operating agreements and other contracts relating to the exploration, drilling development or operation for oil or
gas of the lands committed to this agreement, shall as of the effective date hereof, be and the same are hereby
expressly modified and amended insofar as they apply to lands within the unitized area to the extent necessary to
make the same conform to the provisions hereof and so that the respective terms of said leases and agreements
will be extended insofar as necessary to coincide with the terms of this agreement and the approval of this
agreement by the Commissioner and the respective lessors and lessees shall be effective to conform the provisions
and extend the terms of each such lease as to lands within the unitized area to the provisions and terms of this
agreement; but otherwise to remain in full force and effect. Each lease committed to this agreement, insofar as it
applies to lands within the unitized area, shall continue in force beyond the term provided therein as long as this
agreement remains in effect, provided, drilling operations upon the initial test well provided for herein shall have
been commenced or said well is in the process of being drilled by the unit operator prior to the expiration of the
shortest term lease committed to this agreement. Termination of this agreement shall not affect any lease which
pursuant to the terms thereof or any applicable laws would continue in full force and effect thereafter. The
commencement, completion, continued operation or production on each of the leasehold interests committed to
this agreement and operations or production pursuant to this agreement shall be deemed to be operations upon and
production from each leasehold interest committed hereto and there shall be no obligation on the part of the unit
operator or any of the owners of the respective leasehold interests committed hereto to drill offset to wells as
between the leasehold interests committed to this agreement, except as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico of which only a portion is commiited hereto shall
be segregated as to the portion committed and as to the portion not committed and the terms of such leases shall
apply separately as two separate leases as to such segregated portions, commencing as of the effective date hereof.
Notwithstanding any of the provisions of this agreement to the contrary, any lease embracing lands of the State of
New Mexico having only a portion of its lands committed hereto shall continue in full force and effect beyond the
term provided therein as to all lands embraced within the unitized area and committed to this agreement, in
accordance with the terms of this agreement. If oil and gas, or either of them, are discovered and are being
produced in paying quantities from some part of the lands embraced in such lease which part is committed to this
agreement at the expiration of the fixed term of such lease, such production shall not be considered as production
from lands embraced in such lease which are not within the unitized area, and which are not committed thereto,
and drilling or reworking operations only as to lands embraced within the unit agreement and not as to lands
embraced within the lease and not committed to this unit agreement; provided, however, as to any lease
embracing lands of the State of New Mexico having only a portion of its lands committed hereto upon which oil
and gas, or either of them, has been discovered is discovered upon that portion of such lands not committed to this
agreement, and are being produced in paying quantities prior to the expiration of the fixed term of such lease,
such production in paying quantities shall serve to continue such lease in full force and effect in accordance with
its terms as to all of the lands embraced in said lease.

14. CONSERVATION: Operations hereunder and production of unitized 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 laws or regulations.

15. DRAINAGE: In the event a well or wells producing oil or gas in paying quantities should be brought in
on land adjacent to the unit area draining unitized substances from the lands embraced therein, unit operator shall




drill such offset well or wells as a reasonably prudent operator would drill under the same or similar
circumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall 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, transfer or conveyance of interest in land or leases subject hereto shall be and hereby is
conditioned upon the assumption of all privileges and obligations hereunder to the grantee, transferee or other
successor in interest. No-assignment or transfer or any working, royalty, or other interest subject hereto shall be
binding upon unit operator until the first day of the calendar month after the unit operator is furnished with the
original, photo static, or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon approval by the
Commissioner and the Division and shall terminate in five (5) years after such date unless (a) such date of
expiration is extended by the Commissioner, or (b) a valuable discovery of unitized substances has been made on
unitized land during said initial term or any extension thereof in which case this agreement shall remain in effect
so long as unitized substances are being produced in paying quantities from the unitized land and, should
production cease, so long thereafter as diligent operations are in progress for the restoration of production or
discovery of new production and so long thereafter as the unitized substances so discovered are being produced as
aforesaid. This agreement may be terminated at any time by not less than seventy-five percent (75%) on an
acreage basis of the owners of the working interests, signatory hereto, with the approval of the Commissioner and
with notice to the Division. Likewise, the failure to comply with the drilling requirements of Section 8 hereof,
may subject this agreement to termination as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal thereof shall be in conformity with
allocations, allotments, and quotas made or fixed by the Division, and in conformity with all applicable laws and

lawful regulations.

19. APPEARANCES: Unit operator shall, after notice to other parties affected, have the right to appear for
and on behalf of any and all interests affected hereby, before the Commissioner of Public Lands and the Division,
and to appeal from orders issued under the regulations of the Commissioner or Division, or to apply for relief
from any of said regulations or in any proceedings on its own behalf relative to operations pending before the
Commissioner or Division; provided, however, that any other interest party shall also have the right at his own
expense to appear and to participate in any such proceedings.

20. NOTICES: All notices, demands, or statements required hereunder to be given or rendered to the parties
hereto, shall be deemed fully given, if given in writing and sent by postpaid registered mail, addressed to such
party or parties at their respective addresses, set forth in connection with the signatures hereto or to the
ratification or consent hereof, or to such other address as any such party may have furnished in writing to party
sending the notice, demand, or statement.

21. LOSS OF TITLE: In the event title to any tract of unitized land or substantial interest therein shall fail,
and the true owner cannot be induced to join the unit agreement so that such tract is not committed to this
agreement, or the operation thereof hereunder becomes impracticable as a result thereof, such tract may be
eliminated from the unitized area, and the interest of the parties readjusted as a result of such tract being
eliminated from the unitized area. In the event of a dispute as to the title to any royalty, working, or other
interest subject hereto, the unit operator may withhold payment or delivery of the allocated portion of the unitized
substances involved on account thereof, without liability for interest until the dispute is finally settled, provided
that no payments of funds due the State of New Mexico shall be withheld. Unit Operator, as such, is relieved
from any responsibility for any defect or failure of any title hereunder.

22. SUBSEQUENT JOINDER: Any oil or gas interest in lands within the unit area not committed hereto,
prior to the submission of the agreement for final approval by the Commissioner and the Division, may be
committed hereto by the owner or owners of such rights, subscribing or consenting to this agreement, or
executing a ratification thereof, and if such owner is also a working interest owner, by subscribing to the
operating agreement providing for the allocation of costs of exploration, development, and operation. A
subsequent joinder shall be effective as of the first day of the month following the approval by the Commissioner




and the filing with the Division of duly executed counterparts of the instrument or instruments committing the
interest of such owner to this agreement, but such joining party or parties, before participating in any benefits
hereunder, shall be required to assume and pay to unit operator, their proportionate share of the unit expenses
incurred prior to such party’s or parties joinder in the unit agreement, and the unit operator shall make
appropriate adjustments caused by such joinder, without any retroactive adjustment of revenue.

23. COUNTERPARTS: This agreement may be executed in any number of counterparts, no one of which
needs to be executed by all parties, or may be ratified or consented to by separate instrument in writing
specifically referring hereto, and shall be binding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as if all such parties had signed the same document,

and regardless of whether or not it is executed by all other parties owning or claiming an interest in the lands
within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement to be executed as
of the respective dates set forth opposite their signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

Dan A. Hughes Company, L.P.
By: Dan A. Hughes Management, L.L.C.,
its general partner

By: ) A trsog

J. Wy Kremers, Vice President of Land
Date: /0-28~ z0d¢

OTHER WORKING INTEREST OWNERS

Fort Worth Operating Company, LLC

By:
Bryce P. Phillips, Vice President

Date:

STATE OF TEXAS §

COUNTY OF BEE §

The foregoing instrument was acknowledged before me this Z dru day of ngﬂé Qr- ,
2008, by J. Henry Kremers, Vice President of Land of Dan A. Hughes Management, L.L.C., as general partner
of Dan A. Hughes Company, L.P., a limited partnership,.on behalf of said limited partnership.

D

Notary Public - State of Texas
My Commission Expires:

T
ROBERT HOLDER
NOTARY PUBLIC

HTIES

YSHIIE

STATE OF TEXAS




and the filing with the Division of duly executed counterparts of the instrument or instruments committing the
interest of such owner to this agreement, but such joining party or parties, before participating in any benefits
hereunder, shall be required to assume and pay to unit operator, their proportionate share of the unit expenses
incurred prior to such party’s or parties joinder in the unit agreement, and the unit operator shall make
appropriate adjustments caused by such joinder, without any retroactive adjustment of revenue.

23. COUNTERPARTS: This agreement may be executed in any number of counterparts, no one of which
needs to be executed by all parties, or may be ratified or consented to by separate instrument in writing
specifically referring hereto, and shall be binding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as if all such parties had signed the same document,
and regardless of whether or not it is executed by all other parties owning or claiming an interest in the lands
within the above described unit area.

IN WITNESS WHEREQF, the undersigned parties hereto have caused this agreement to be executed as
of the respective dates set forth opposite their signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

Dan A. Hughes Company, L.P.
By: Dan A. Hughes Management, L.L.C.,
its general partner

By:

J. Henry Kremers, Vice President of Land

Date:

OTHER WORKING INTEREST OWNERS

Fort Worth Operating Company, LLC

v A

Bryce P. P;Kﬁ‘l’p{, Vice President

Date:
STATE OF TEXAS §
COUNTY OF BEE §
The foregoing instrument was acknowledged before me this day of

2008, by J. Henry Kremers, Vice President of Land of Dan A. Hughes Management, L.L.C., as general partner
of Dan A. Hughes Company, L.P., a limited partnership, on behalf of said limited partnership.

Notary Public - State of Texas
My Commission Expires:




STATE OF TEXAS §
COUNTY OF TARRANT §

| The foregoing instrument was acknowledged before me this 25 A day of 0(/7:’/ b
2008, by Bryce P. Phillips, Vice President of Fort Worth Operating Company, LLC, on behalf of said company..

N o, ROBERT HOLDER .
s %= NOTARY PUBLIC &Aﬂ” m/]

Qb TE OF TEXAS .
SE.YOYL STAT 3 N -
N S My Commission Expires 12-19-2008 § otary Public — State of Texas
G T T T T T T LT My Commission Expires:
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P.O. Box 101122

Fort Worth, Texas 76185-1122
(817) 927 -3370 Phone

(817) 920-1840 Fax

FORT WORTH OPERATING |
COMPANY, LLC. '

To: Robert Holder From: Bryce P. Phillips

Fax: (361) 362-2839. Pages: 2+ Cover

Phone: (361) 356-3752 Date: 10/28/2008

Re: Executed Signature Pages CC: [Click here and type name]

X Urgent For Review O Please Comment [J Please Reply [l Please Recycle
Robert —

Here are the executed pages. | have sent the originals via Federal Express (Airbill No. 8659-1362-4203) to BIl
Carr as instructed.

Good Luck.

Bryce
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and the filing with the Divition of duly execuied counterparrs of the instrument or instruments commitrng the
interest of such owner to this agreement, but such joining party or parties, before participating i any benefits
hereunder, shatl be required to assume and pay to unit operator, their proportionate share of the unit expenses
incurred prior 1o such party’'s or parties joinder in the unit apreement, and the unit operator shall make
appropriate adjustments caused by such joinder, withour any retroactive adjustment of revenue.

23. COUNTERPARTS: This agreement may be executed in any number of counterparts, no one of which
needs to be executed by all perties, or may be ratifled or consented to by separate instruwment in writing
specifically reterring herefo, and shall be binding upon all those parties who have cxecuted such a counterpart,
ratification, or consent hereto with the same force and effect as if all such parties had signed the same document,
and regardless of whether or not it is executed by all other parties owning or claiming an interest in the lands
within the above described 1mit ares.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement 10 be executed as
of the respective dates set forth opposite their signatures,

UNIT OPERATOR AND WORKING INT
Dan A. Hughes Company, L.P.

By: Dan A. Hughes Management, L.L.C.,
its general partner

By:

J. Henry Kremers, Vice President of Land

Date:

OTHER WORKING INTEREST QWNERS

Fort Worth Operating Com LLC

By:

Bryce P./B&ﬁllfi(a, Vice President
Dare: 19/o8/2 7S

STATE OF TEXAS §

o -t

COUNTY OF BEE §

The foregoing instrument was acknowledged before me this day of
2008, by J. Henry Kremers, Vice President of Land of Dan A. Hughes Management, L.L.C., as general Mner
of Dan A. Hughes Company, L.P., a limited partnership, on behalf of sald limited parmership.:

Notary Public - State of Texas
My Commission Expires:
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STATE OF TEXAS §
COUNTY OF TARRANT §

The foregoing instrument was acknowledged before me this 28 day of OCTOBER .
, on behalf of said company..

2008, by Bryce P. Phillips, Vice President of Fort Worth Operating Company, LLC

Notary Public ~ State of Texas
My Commission Expires:
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Jones, William V., EMNRD

From: Jones, William V., EMNRD

Sent: Monday, January 26, 2009 6:32 PM

To: William F Carr Esq. (wcarr@hollandhart.com)

Cc: Ezeanyim, Richard, EMNRD; Brooks, David K., EMNRD

Subiject: Case 14199 Dan A. Hughes Company LP North Big Hatchet Exploratory Unit Agreement
Hello Mr. Carr:

When checking the legal described lands (39,667.69 acres) to be included in this Unit, having trouble matching this list of lands to the
Map (Exhibit A of the Unit Agreement.)

Would you please ask Dan A. Hughes Landman to send (via yourself) the legally described lands to be included in this Unit along
with a map of ONLY that acreage?

If this request is somehow redundant, I trust you will fet me know.

My wish is to have an accurate hearing order — with described lands that can be easily seen on a map.

Regards,

William V. Jones PE
New Mexico Qil Conservation Division
1220 South St. Francis 6

5056 oS
N
A
6
R



Jones, William V., EMNRD

From: William Carr [WCarr@hollandhart.com]
Sent: Tuesday, March 17, 2009 10:30 AM
To: Jones, William V., EMNRD

Cc: Robert Holder

Subject: Dan A. Hughes Company
Attachments: Doc8.doc

Will-

Today I will hand-deliver a description of the North Hatchet Unit Area and a plat. The
attached is the property description so, if you want to use it , you can just copy it.
Bill

<<Doc8.doc>>

This inbound email has been scanned by the Messagelabs Email Security System.




HOLLAND&HART. Willam . Carr

March 17, 2009

ViA HAND DELIVERY o

William V. Jones 5
Hearing Examiner -

) . L =
0Oil Conservation Division o

New Mexico Department of Energy, o |
Minerals and Natural Resources

1220 South Saint Francis Drive

Santa Fe, New Mexico 87505 |

Re: Case No. 14199: Application of Dan A. Hughes Company, L.P. for approval ‘
of a unit agreement, Hidalgo County, New Mexico.

Dear Mr. Jones:

At your request, we enclose the legal description for the proposed North Big Hatchet
Exploratory Unit and a plat (Exhibit A to the Unit Agreement) that shows the outer
boundary of the Unitized Area. Non-unitized tracts that constitute windows in the unit
are shaded yellow.

If you need additional information from Dan A. Hughes Company to proceed with your |
consideration of this application, please advise. |

Vary truly yours,

st

William F. Carr

Enclosures

cc: Mr. Robert Holder
Dan A. Hughes Company

Holland &Hart ue

Phone [505] 988-4421 Fax [505] 983-6043 www.hollandhart.com

110 North Guadalupe Suite 1 Santa Fe, NM 87501 Mailing Address PO.Box 2208 Santa Fe, NM 87504-2208

Aspen Billings Boise Boulder Cheyenne Colorado Springs Denver DenverTech Center Jackson Hole Salt Lake City Santa Fe Washington,D.C. &
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Case 14199
Dan A. Hughes Company, L.P.
North Big Hatchet Exploratory Unit Agreement
Hidalgo County, New Mexico
[39,667.69 Acres of State of New Mexico and Fee Lands]|

Township 30 South, Range 16 West, N.M.P.M.

Section 6: All
Section 7: E/2, SW/4
Sections 8 and 9: All
Sections 17: All
Section 18: N/2, SW/4
Section 19: All
Section 21 : All
Sections 28 and 29: All
Section 30: SW/4 SW/4
Section 31: S/2 SE/4
Section 34: W/2

Township 30 South, Range 17 West, N.M.P.M.

Section 1: E/2,S/2 SW/4, NE/4ASW/4
Sections 2 and 3: All

Sections 10 through 12: All

Section 13: W/2

Sections 14 and 15: All

Sections 22 and 23: All

Section 24: S/2, NW/4

Sections 25 through 27: All

Sections 34 through 36: All

Township 31 South, Range 16 West, N.M.P.M.

Sections 3 through 10: All
Section 15 and 16: All
Section 17: E/2 NW/4
Sections 18 through 22: All
Section 29: All
Section 30: SwW/4
Section 31: W/2
Section 32: All



Township 31 South, Range 17 West, N.M.P.M.

Section 1 and 2: All
Sections 10 through 15: All
Sections 22 through 26: All
Section 27: N/2
Section 34: N/2
Sections 35 and 36: All

Township 32 South, Range 16 West, N.M.P.M.

Section 6: NWwW/4

Township 32 South, Range 17 West, N.M.P.M.

Section 1: NE/4 NE/4
Section 2: All
Section 3: NE/4 NE/4
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EXHIBIT "B"

Big Hatchet North Unit
Hidalgo County, New Mexico

Hughes Exhibit No. 3

Tract Working Description
Number Lessor Lessee of Record Interest % | Lease # | Royalty |[Expiration | Acres | Township |Range [Section

1 State of NM | Dan A. Hughes Company, L.P. 80 LH5184 | 12.50%| 6/1/2008 641.32 31 16 3 All
Fort Worth Operating Co., LLC 20

2 State of NM | Dan A. Hughes Company, L.P. 80 LH5185 | 12.50%| ©6/1/2009 640.02 31 16 4 All
Fort Worth Operating Co., LLC 20

3 State of NM | Dan A. Hughes Company, L.P. 80 LH5186 | 12.50%| 6/1/2009 640.00 31 16 5 All
Fort Worth Operating Co., LLC 20

4 State of NM | Dan A. Hughes Company, L.P. 80 LH5187 | 12.50%| 6/1/2009 637.99 31 16 6 All
Fort Worth Operating Co., LLC 20

5 State of NM | Dan A. Hughes Gompany, L.P. 80 LH5188 12.50%| 6/1/2009 637.92 31 16 7 All
Fort Worth Operating Co., LLC 20

6 State of NM | Dan A. Hughes Company, L.P. 80 LH5189 | 12.50%| 6/1/2009 480.00 31 16 8 N2, SE4
Fort Worth Operating Co., LLC 20

7 State of NM | Dan A. Hughes Company, L.P. 80 LH5190 | 12.50%| 6/1/2009 80.00 31 16 8 N2SW4
Fort Worth Operating Co., LLC 20

8 State of NM | Dan A. Hughes Company, L.P. 80 LH5191 12.50%| 6/1/2009 640.00 31 16 9 All
Fort Worth Operating Co., LLC 20

9 State of NM | Dan A. Hughes Company, L.P. 80 LH5192 | 12.50%! ©/1/2009 640.00 31 16 10 Al
Fort Worth Operating Co., LLC 20

10 State of NM | Dan A. Hughes GCompany, L.P. 80 LH5193 | 12.50%| ©6/1/2008 640.00 31 16 15 |All
Fort Worth Operating Co., LLC 20

11 State of NM | Dan A. Hughes Company, L.P. 80 LH5194 | 12.50%| 6/1/2009 640.00 31 16 16 |All
Fort Worth Operating Co., LLC 20

12 State of NM | Dan A. Hughes Company, L.P. 80 LH5195 | 12.50%| 6/1/2009 639.68 31 16 18  |All
Fort Worth Operating Co., LLC 20

13 State of NM | Dan A. Hughes Company, L.P. 80 LH5196 | 12.50%! ©/1/2009 639.24 31 16 19 |All
Fort Worth Operating Co., LLC 20

14 State of NM | Dan A. Hughes CGompany, L.P. 80 LH5197 | 12.50%| 6/1/2009 640.00 31 16 20 (Al
Fort Worth Operating Co., LLC 20

15 State of NM | Dan A. Hughes Company, L.P. 80 LH5198 | 12.50%| ©6/1/2009 640.00 31 16 21 |Al
Fort Worth Operating Co., LLC 20

Page 10of 5




EXHIBIT "B"

Big Hatchet North Unit
Hidalgo County, New Mexico

16 State of NM | Dan A. Hughes Company, L.P. 80 LH5199 12.50%| 6/1/2009 640.00 31 16 22 |All
Fort Worth Operating Co., LLC 20

17 State of NM | Dan A. Hughes Company, L.P. 80 LH5200 | 12.50%| 6/1/2009 640.00 31 16 29 Al
Fort Worth Operating Co., LLC 20

18 State of NM | Dan A. Hughes Company, L.P. 80 LH5201 12.50%| 6/1/2009 159.43 31 16 30 |SW4
Fort Worth Operating Co., LLC 20

19 State of NM | Dan A. Hughes Company, L.P. 80 LH5202 | 12.50%| 6/1/2009 317.82 31 16 31 W2
Fort Worth Operating Co., LLC 20

20 State of NM | Dan A. Hughes Company, L.P. 80 LH5203 | 12.50%; 6/1/2009 640.00 31 16 32 |All
Fort Worth Operating Co., LLC 20

21 State of NM | Dan A. Hughes Company, L.P. 80 LH5204 | 12.50%| 6/1/2009 480.76 31 17 1 N2, SW4
Fort Worth Operating Co., LLC 20

22 State of NM | Dan A. Hughes Company, L.P. 80 LH5205 | 12.50%| 6/1/2009 639.48 31 17 2 |Al
Fort Worth Operating Co., LLC 20 .

23 State of NM | Dan A. Hughes Company, L.P. 80 LH5206 | 12.50%| 6/1/2009] 640.00 31 17 10 |All
Fort Worth Operating Co., LLGC 20

24 ‘State of NM | Dan A. Hughes Company, L.P. 80 LH5207 | 12.50%| 6/1/2009 640.00 31 17 11 (Al
Fort Worth Operating Co., LLC 20

25 State of NM | Dan A, Hughes Company, L.P. 80 LH5208 | 12.50%| 6/1/2009| 640.00 31 17 12 |All
Fort Worth Operating Co., LLC 20

26 State of NM | Dan A. Hughes Gompany, L.P. 80 LH5209 | 12.50%| 6/1/2009 640.00 31 17 13 Al
Fort Worth Operating Co., LLC 20

27 State of NM | Dan A. Hughes Company, L.P. 80 LH5210 | 12.50%| 6/1/2009 640.00 31 17 14 Al
Fort Worth Operating Co., LLC 20

28 State of NM | Dan A. Hughes Company, L.P. 80 LH5211 12.50%, 6/1/2009] 640.00 31 17 15 (Al
Fort Worth Operating Co., LLC 20

29 State of NM | Dan A. Hughes Company, L.P. 80 LH5212 | 12.50%| 6/1/2009 640.00 31 17 23 |Al
Fort Worth Operating Co., LLC 20

30 State of NM | Dan A. Hughes Company, L.P. 80 LH5213 | 12.50%| 6/1/2009 640.00 31 17 24 Al
Fort Worth Operating Co., LLC 20

31 State of NM | Dan A. Hughes Company, L.P. 80 LH5214 | 12.50%| 6/1/2009 640.00 31 17 25 Al
Fort Worth Operating Co., LLC 20

32 State of NM | Dan A. Hughes Company, L.P. 80 LH52156 | 12.50%| 6/1/2009 640.00 31 17 26 Al
Fort Worth Operating Co., LLC 20

33 State of NM | Dan A. Hughes Company, L.P. 80 LH5216 | 12.50%| 6/1/2009 640.00 31 17 35 Al
Fort Worth Operating Co., LLC 20
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EXHIBIT "B"

Big Hatchet North Unit
Hidalgo County, New Mexico

34 State of NM | Dan A. Hughes Company, L.P. 80 LH5217 | 12.50%| 6/1/2008] 640.00 31 17 36 Al
Fort Worth Operating Co., LLC 20 :
35 State of NM | Dan A. Hughes Company, L.P. 80 LH5219 | 12.50% 6/1/2009 158.80 32 16 6 NW4
Fort Worth Operating Co., LLC 20
36 State of NM | Dan A. Hughes Company, L.P. 80 LH5327 | 12.50%| 9/1/2010| 640.00 31 17 22 |Al
Fort Worth Operating Co., LLC 20
37 State of NM | Dan A. Hughes Company, L.P. 80 LH5328 | 12.50%| 9/1/2010 320.00 31 17 27 N2
Fort Worth Operating Co., LLC 20
38 State of NM | Dan A. Hughes Company, L.P. 80 LH5329 | 12.50%| 9/1/2010 320.00 31 17 34 |N2
Fort Worth Operating Co., LLC 20
39 State of NM | Dan A. Hughes Company, L.P. 80 LH5334 | 12.50%! 9/1/2010 43.84 32 17 1 NE4NE4
Fort Worth Operating Co., LLC 20 B
40 State of NM | Dan A. Hughes Company, L.P. 80 LH5335 | 12.50%| 9/1/2010 691.36 32 17 2 |Al
Fort Worth Operating Co., LLC 20
41 State of NM | Dan A. Hughes Gompany, L.P. 80 LH5336 | 12.50%| 9/1/2010 51.93 32 17 3 NE4NE4
Fort Worth Operating Co., LLC 20
42 State of NM | Dan A. Hughes Company, L.P. 80 LH5368 | 12.50% 11/1/2010] 279.37 30 16 6 W2
Fort Worth Operating Co., LLC 20
43 State of NM | Dan A, Hughes Company, L.P. 80 LH5369 | 12.50%| 11/1/2010 274.60 30 16 6 E2
Fort Worth Operating Co., LLC 20
44 State of NM | Dan A. Hughes Company, L.P. 80 LH5370 | 12.50%| 11/1/2010 40.00 30 16 7 NE4SE4
Fort Worth Operating Co., LLC 20
45 State of NM | Dan A. Hughes Company, L.P. 80 LH5372 | 12.50%| 11/1/2010 640.00 30 16 8 All
Fort Worth Operating Co., LLC 20
46 State of NM | Dan A. Hughes Company, L.P. 80 LH5373 | 12.50%| 11/1/2010 640.00 30 16 g Al
‘ Fort Worth Operating Co., LLC 20
47 State of NM | Dan A. Hughes Company, L.P. 80 LH5376 | 12.50%, 11/1/2010 440.00 30 16 17 |NE4,SW4 N2SE4 SE4SE4
Fort Worth Operating Co., LLC 20
48 State of NM | Dan A. Hughes Company, L.P. 80 LH5378 | 12.50%| 11/1/2010 321.96 30 16 18 |NE4,SW4
Fort Worth Operating Co., LLC 20
49 State of NM | Dan A. Hughes Company, L.P. 80 LH5379 | 12.50%| 11/1/2010 642.32 30 16 19 |All
Fort Worth Operating Co., LLC 20
50 State of NM | Dan A, Hughes Company, L.P. 80 LH5381 12.50%| 11/1/2010 640.00 30 16 21 Al
Fort Worth Operating Co., LLC 20
51 State of NM | Dan A. Hughes Company, L.P. 80 LH5383 | 12.50%| 11/1/2010 640.00 30 16 28 |All
Fort Worth Operating Co., LLC 20
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EXHIBIT "B"

Big Hatchet North Unit
Hidalgo County, New Mexico

52 State of NM | Dan A. Hughes Company, L.P. 80 LH5384 | 12.50%| 11/1/2010 640.00 30 16 29 Al
Fort Worth Qperating Co., LLC 20

53 State of NM | Dan A. Hughes Company, L.P. 80 LH5386 | 12.50%] 11/1/2010 39.97 30 16 30 |SW4SwW4
Fort Worth Operating Co., LLC 20

54 State of NM | Dan A. Hughes Company, L.P. 80 LH5387 | 12.50%| 11/1/2010 80.00 30 16 31 [|S2SE4
Fort Worth Operating Co., LLC 20

55 State of NM | Dan A. Hughes Company, L.P. 80 LH5391 12.50%| 11/1/2010 320.00 30 16 34 (W2
Fort Worth Operating Co., LLC 20

56 State of NM | Dan A. Hughes Company, L.P. 80 LH5392 | 12.50%| 11/1/2010 371.06 30 17 1 E2,SW4,SE4NW4
Fort Worth Operating Co., LLC 20

57 State of NM | Dan A. Hughes Company, L.P. 80 LH5393 | 12.50%| 11/1/2010 557.56 30 17 2 All
Fort Worth Operating Co., LLC 20

58 State of NM | Dan A. Hughes Company, L.P. 80 LH5394 | 12.50%; 11/1/2010 557.48 30 17 3 All
Fort Worth Operating Co., LLC 20

59 State of NM | Dan A. Hughes Company, L.P. 80 LH5395 | 12.50%| 11/1/2010 640.00 30 17 10 |All

. Fort Worth Operating Co., LLC 20

60 State of NM | Dan A. Hughes Company, L.P. 80 LH5396 | 12.50% 11/1/2010 640.00 30 17 11 (Al
Fort Worth Operating Co., LLC 20

61 State of NM | Dan A. Hughes Company, L.P. 80 LH5397 12.50%| 11/1/2010 619.48 30 17 12 |All
Fort Worth Operating Co., LLC 20

62 State of NM | Dan A. Hughes Company, L.P. 80 LH5398 | 12.50%| 11/1/2010 320.00 30 17 13 (W2
Fort Worth Operating Co., LLC 20

63 State of NM | Dan A. Hughes Company, L.P. 80 LH5399 | 12.50%| 11/1/2010 640.00 30 17 14 |All
Fort Worth Operating Co., LLC 20

64 State of NM | Dan A. Hughes Company, L.P. 80 LH5400 | 12.50%| 11/1/2010 640.00 30 17 15 Al
Fort Worth Operating Co., LLC 20

65 State of NM | Dan A. Hughes Company, L.P. 80 LH5401 12.50%| 11/1/2010 640.00 30 17 22 Al
Fort Worth Operating Co., LLC 20

66 State of NM | Dan A. Hughes Company, L.P. 80 LH5402 | 12.50%| 11/1/2010 640.00 30 17 23 Al
Fort Worth Operating Co., LLC 20

67 State of NM | Dan A. Hughes Company, L.P. 80 LH5403 | 12.50%! 11/1/2010 475.96 30 17 24 |W/2 SE/4
Fort Worth Operating Co., LLC 20

68 State of NM | Dan A. Hughes Company, L.P. 80 LH5404 | 12.50%; 11/1/2010; 636.12 30 17 25 Al
Fort Worth Operating Co., LLC 20

69 State of NM | Dan A. Hughes Company, L.P. 80 LH5405 12.50%| 11/1/2010 640.00 30 17 26 Al
Fort Worth Operating Co., LLC 20
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EXHIBIT "B"

Big Hatchet North Unit
Hidalgo County, New Mexico

70 State of NM | Dan A. Hughes Company, L.P. 80 LH5406 | 12.50%| 11/1/2010 640.00 30 17 27 |Al
Fort Worth Operating Co., LLC 20

71 State of NM | Dan A. Hughes Company, L.P. 80 LH5407 | 12.50%| 11/1/2010 656.96 30 17 34 Al
Fort Worth Operating Co., LLC 20

72 State of NM | Dan A. Hughes Company, L.P. 80 LH5408 | 12.50%| 11/1/2010 650.64 30 17 35 |All
Fort Worth Operating Co., LLC 20

73 State of NM | Dan A. Hughes Company, L.P. 80 LH5409 | 12.50%| 11/1/2010 644.62 30 17 36 |Al
Fort Worth Operating Co., LLC 20

38547.69

FEE - Pacific Western

440 30 - 16 7
200 30 16 17
160 30 16 18
80 31 16 8
80 31 16 17
160 31 17 1
1120
Unleased-NM 320 30 17 13
160 30 17 24
560 31 16 17
1040
Totals Acreage
DAHC 38547.69| 0.97176543
Fee - PW 1120.00| 0.02823457

39667.69| 1.00000000
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Hughes Exhibit No. 4 ‘

EXHIBIT “C”

UNIT PARTICIPATION SCHEDULE
BIG HATCHET NORTH UNIT
Hidalgo County, New Mexico

PARTICIPANTS NET ACRES UNIT PARTICIPATION %

Dan A. Hughes Company, L.P. 30,838.152 77.74123474
Fort Worth Operating Company 7,709.538 19.43530869
Open (Fee) 1,120.000 2.82345657

39,667.690 100.00000000%




