UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
EDEN  VALLEY UNIT AREA
COUNTY OF CHAVES
STATE OF NEW MEXICO
NO.

THIS AGREEMENT, entered Into as of the 15th day of April,
19 87 , by and between the partles subscribing, ratifying, -or consenting
hereto, and hereln referred to as the "partlies hereto",

W1TNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Statute 437, as
amended 30 U.S.C. Section 181 et. seq., authorizes Federal lessees and their
representatives to unite with each other, or jJointly or separately with
others, in:collectively adopting and operating a unit.plan of development or
operations of any oil and gas pool, field, or {ike area, or any part thereof
fcr the purpose of more properly conserving the natural resources thereof
whenever determined and certifled by the Secretary of the Interior to be
necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Publlc.Lands of the State of New Mexico Is
authorized by an Act of the Legislature (Section 19-10-45, 46, 47 NM Statutes
1978 Annotated) to consent to or approve this agreement on behalf of the State
of New Mexico, Insofar as it covers and includes lands and mineral interest of
the State of New Mexico; and

WHEREAS, +he 01l Conservation Division of the New Mexico Energy and
Minerais Department, hereinafter referred to as "Division", [s authorized by
an act of the Legislature (Chapter 70 and 71, NM Statutes 1978 Annotated) to
approve thls agreement and the conservatlon provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
Eden Valley Unit Area covering the land hereinafter described
to glve reasonably effective control of operations thereln; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through
development and operation of the area subjJect fto this agreement under +the
terms, conditions, and limitations herein set forth;

NOW, THEREFQRE, In consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective
inferests in the below-defined unit area, and agree severally among themseives
as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February
25, 1920, as amended, supra, and all valld pertinent regulations Including
operating and unit plan regulations, heretofore Issued thereunder or valid,
pertinent and reasonable regulations hereafter Issued thereunder are accepted
and made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with the terms of this agreement; and as to
non-Federal lands, the oil and gas operating regulations In effect as of the
effective date hereof governing drilling and producing operatlons, not
Inconsistent with the terms hereof or the laws of the State in which the
non-Federal land Is located, are hereby accepted and made a part of this
agreement.

2. UNIT AREA. The following described land Is hereby designated and
recognized as constltuting the unit area:

YATES PETROLEUM CORPORATION
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Township 6 South » Range 24 East , N.M.P.M,
Sec. T 31: All
Sec T 32: All

Township 7 South, Range 24 East , N.M.P.M.
Sections 4 through 7: All

Section 16: All

Section 17: All

Section 18: Fk, Lots 2,3,4,5,7,8,9,10,11,12
Section 19 through 21: All

Section 26: W

Section 29: All

Section 30: All

Section 32 through 34: All

Section 35: Whs

Township 8 South, Range 24 East, N.M.P.M. '
Section 2: Wk
Section 3: N
Section 4: NE

Containing 13,029.66 acres, more or less.

Exhibit ™A" shows, in addition to the-boundary of the unit area, the
boundaries and ldentity of tracts and leases in said area to the extent known
~o the Unit Operator. Exhibit "B™ attached hereto is a schedule showing to
+he 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 1In Exhibits "A"™ and "B" 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 In the Exhibits as owned by such
party. Exhibits ™A™ and "B" shall be revised by the Unit Operator whenever
changes in the unit area or In the ownership interests in the Individual
tracts render such revision necessary, or when requested by the Authorlized
officer, hereinafter referred to as "AO", or when requested by +the
Commissioner of Public Lands of the State of New Mexico, herelnafter referred
to as "Land Commissloner™, and not less than four {(4) coples of the revised
Exhibits shail be filed with the proper Bureau of Land Management office, and
one (1) copy thereof shall be filed with the Land Commissioner, and one (1)
copy with the New Mexico 01l Conservation Division of the Energy and Minerals
Department, herelnafter referred to as "Division”.

The above-described unit area shall, when practicable, be expanded to
include therein any additional lands or shall be contracted to exclude lands
whenever such expanslon or contraction Is deemed to be necessary or advisable
to conform with the purposes of this agreement. Such expansion or contraction
shall be effected in the following manner:

(a) Unit Operator, on Its own motion (after preliminary concurrence by
the AO), or on demand of the AO, or the Land Commissioner (after prellminary
concurrence by the A0 and the Land Commissioner) shail prepare a Notice of
Proposed Expansion or Contraction describing the contemplated changes in the
boundaries of the unlt area, the reasons therefore, any plans for additional
drilling, and the proposed effective date of the expansion or contraction,
preferably the flirst day of a month subsequent to the date of notice.

(b) Said notice shall be dellvered to the proper Bureau of Land
Management office, the Land Commissioner and the Dlvision, and coplies thereof
mailed to the last known address of each working Interest owner, lessee and
lessor whose interests are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any ob jections.
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(c) Upon expiration of the I0-day perlod provided in the preceding |tem
(b) hereof, Unit Operator shall file with the AO, the Land Commisslioner and
the Division, evidence of malling of the Notice of Expansion or Contraction
and a copy of any objections thereto which have been filed with Unit Operator,
together with an application In triplicate, for approval af such expansion or
contraction and with appropriate Jolnders.

(d) After due consideration of all pertinent Information, the expansion
or contraction shall, upon approval by the AO, the Land Commissioner and the
Division, become effective as of the date prescribed in the notice thereof or
such other appropriate date.

(e) Notwithstanding any prior elimination under the "Oriiting to
Discovery" section, all legal subdivisions of lands (l.e., 40 acres by
Government survey or Its nearest lot or tract equivalent; In Instances of
Irreguiar surveys, unusually large lots or tracts shall be ‘considered In
multiples of 40 acres or the nearest allquot equivalent thereof), no parts of
which are entitiled to be In a participating area on or before the fIfth
anniversary of the effective date of the first Initial participating area:
established under thls unit agreement, shall be eliminated automatically from
this agreement, effective as of sald flfth anniversary, and such lands shall
no longer be a part of the unit area and shall no longer be subject to this
agreement, unless dliligent driliing operations are In progress on unitized
lands not entitled to participation on said fifth anniversary, In which event
all such lands shall remaln subject hereto for so long as such drilling
operations are continued diligently, with not more than ninety (90) days'! time
elapsing between the compietion of one such well and the commencement of the

next such well. All legal subdlvisions of lands not entitled to be in a
particlpating area within ten (10) years after the effective date of the first
initial participating area approved under +this agreement shall be

automatically eliminated from this agreement as of sald tenth anniversary.
The Unit Cperator shall, within ninety (90) days after the effective date of
any elImination hereunder, describe the area so eliminated to the satisfaction
of the A0 and Land Commissioner and promptly notify all parties in interest.
Atl lands reasonably proved productive of unitized substances In paying
quantitlies by diligent drilling operations after the aforesaid 5-year period
shall become particlipating in the same manner as during said first S-year
pericd. However, when such dlligent drililing operations cease, ail
non-participating lands not then entitied to be [n a participating area shall
be automatically eliminated effective as of the 91st day thereafter.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this Subsectlon 2(e) shall not be
considered automatic commitment or recommitment of such lands. !f condlitions
warrant extension of the 10-year period specifled in this subsection, a singie
extension of not to exceed two (2) years may be accomplished by consent of +he
owners of 90% of the working Interests in the current non-participating
unitized lands and the owners of 60% of the baslic royaity Interests (exclusive
of the basic royalty Interests of the United States) In non-participating
unitized lands with approval of the A0 and the Land Commissloner provided such
extension 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 hereafter
committed to this agreement shal! constitute land referred to herein as
"unitized land" or "land subject fo this agreement”. All ofl and gas In any
and all formations of the unlitized land are unitized under the terms of this
agreement and herein are called "unitized substances™.

4. UNIT OPERATOR. YATES PETROLEUM CORPORATION

hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the dutles and obligatlions 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 Unlt Operator acting in that capaclity and not as an owner
of Interest In unitlzed substances, and the term "working interest owner"™ when
used herein shail Include or refer to Unit Operator as the owner of a working
interest only when such an Interest is owned by fift.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establlishment of a participating
area or areas hereunder, but such resignation shall not become effective so as
to release Unit Operator from the dutles and oblligations of Unit Operator and
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terminate Unlt Operator's rights as such for a perlod of six (6) months after
notice of intentlon to resign has been served by Unit Operator on all working
interest owners and the AO and the Land Commissioner and the Dlvision, and
until al! wells then drilled hereunder are placed In a satisfactory condition
for suspension or abandonment, whichever s required by the AQ as to Federal
lands and the Dilvislon as to State and fee lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and assumed
the duties and obligations of Unit Operator prior to the expiration of said
period.

Unit Operator shall have the right to resign In Ifke manner and subject
to llke limitations as above provided at any time after a participating area
establ ished hereunder !s In existence, but in all instances of resignation or
removal, until a successor Unit Operator Is selected and approved as
hereinafter provided, the working Interest owners shall be jointly responsible
for performance of the duties of Unit Operator, and shall not later than
thirty (30) days before such resignation or removai becomes effective appoint
a common agent to represent them In any actlon to be taken hereunder.

The reslignation of Unit Operéfor shall not release Unit Operator from any

ITability for any default by 1t hereunder occurring prior to the effectlve
date of its resignation.

The Unit Operator may, upon default or fallure In the performance of Its
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of working Interests as herein provided for the selection
of a new Unit Operator. Such removal shall be effective upon notice thereof
+o the A0 and the Land Commissicner.

The reslignation or removal of Unit Operator under this agreement shall
not terminate its 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 dellver
possession of all weils, equipment, materials, and appurtenances used In
conducting the unit operations to the newly - 'qualliflied successor Unit Operator
or to the common agent, if no such new Unit Operator is selected, elected, to
be used for the purpose of conducting unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any matertial, equipment,
or appurtenances needed for the preservation of any weils.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shal!l tender his
or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator Is negotiated by the working interest
owners, the owners of the working interests according to their respective
acreage interests in all unitized land shall, pursuant to the approval of the
parties requirements of the unit operating agreement, select a successor Unlit
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 selectlion shall have been approved by the A0 and approved by the
Land Commissioner.

If no successor Unit Operator is selected and qualifled as herein
provided, the A0 and the Land Commissioner, at their election may declare this
unit agreement terminated.

7. ACCOUNTING PROYISIONS AND UNIT OPERATING AGREEMENT, If the Unit
Operator Is not the sole owner of working Interests, costs and expenses
incurred by Unit Operator In conducting unit operatlions hereunder shall be
paid and apportioned among and borne by the owners of working interests, all
in accordance with the agreement or agreements entered Into by and between the
Unit COperator and the owners of working 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 hereln referred to as the "unit operating agreement",
Such unit operating agreement shall also provide the manner in which the
working interest owners shall be entitled to recelve their respective
proportionate and allocated share of the benefits accruing hereto in
conformity with their underlying operating agreements, leases, or other
Independent contracts, and such other rights and obligations as between Uni+
Operator and the working interest owners as may be agreed upon by Unit
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Cperator and the working Interest owners; however, no such unit operating
agreement shall be deemed elther to modlty any of the terms and conditions of
this unit agreement or to reileve the Unit Operator of any right or obligatlon
estobllshed under thls unit agreement, and In case of any lnconsistency or
confllct between this agreement oand the wunit operating agreement, this
agreement shal! govern. Two coples of any unit operating agreement executed
pursuant to this sectlon shall be flled In the proper Bureau of Land
Management offlce and one true copy with the Land Commissloner, and one true
copy with the Olvision prior to approval of this unlt agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwlse
speciflically provided hereln, the excluslve right, privilege, and duty of
exerclsing any and all rights of the partles hereto whlch are necessary or
convenient for prospecting for, producing, storing, allocatling, and
distrlbuting the unltlzed substances are hereby delegated to and shall be
exerclsed by the Unlt Operator as herein provided. Acceptable evidence of
title to sald rights shall be deposited with Unit Operator and, together with
this agreement, shall constltute and deflne the rights, privileges, and
obllgatlions of Unit Operator. Nothing hereln, however, shall be construed to
transfer titie to any land or to any lease or operating agreement, [t being
understood that under this agrecement the Unit Operator, In Its capacity as
Unit Operator, shall exercise the rlights of possession and use vested In the
parties hereto only for the purposes hereln speclfied.

9. DRILLING TO DISCOVERY, Within six (6) months after the effective
date hereof, the Unlt Operator shall commence to drli! an adequate test well
at a locatlon eapproved by the AQ, If on Federal land, or by the Land
Commissloner, If on State land, and by the Divislion i{f on Fee tand, unless on
such effective date a wel! Is being drilled In conformity with the terms

hereof, znd thereafter continue such drflling dliligentiy untll the
Abo Formation

has been tested or until at a lesser depth unitized substances shall be
discovered which can be produced In paying quantities (to-wlt: quantlitles
sutficient to repay the costs of drilling, completing, and preduclng

operations, with a reasonable proflt) or the Unlt Operator shall at any time
establish to the satisfactlon of the AO If on Federal land, or the Land
Commissicner 1f on State land, or the Division 1f located on Fee !and, that

further drilling of sald well would be unwarranted or Impraticable, provided,
however, that Unit Operator shall not In any event be required to drlli sald
well to a depth In excess of 3800 feet. Untll the dliscovery of
unitlzed substances capable of being produced In paylng quantities, the Unit
Operator shall continue driliing one well at a time, allcwing not more than
six (6) months between the completion of one well and the commencement of
drifling operatlions for the next well, until a well capable of producing

unitized substances {n paylng quantities Is compieted to the satisfaction of
the AO If It be on Federal! land or of the Land Commissicner [f on State {and,
or the Divislon 1t on Fee land, or until It Is reascnably proved that the
unitlzed land Is Incapable of producing wunitlzed substances In paying
quantities In the formations drllled hereunder. Nothlng In thls sectlon shal!
be deemed to limit the right of the Unit Operator to resign as provided in
Sectlon 5 hereof, or as requlring Unit Operator to commence or continue any
drilling durlng the perlod pending such reslignation becoming effective

I'n

order to comply with the requirements of this sectlon.
The A0 and Land Commlssfioner may modify any of the driiling requirements
of this section by granting reasonable extensions of time when, In their

opinion, such actlon ls warranted.

Upon fallure to commence any well as provided for In thls sectlion wlthin
the +Ime allowed, prlor to the establishment of a parflclpaflng area,
Including any extenslon of time granted by the AO and the Land Commissioner
thls agreement will automatically ftferminate. Upon tailure +to conflnué
drilling dlligently any well commenced hereunder, the AQ and +the Land
Commissloner may, after fifteen (15) days' notice to 1he Unit Operator,
declare this unlt agreement terminated. The partles to this agreement may not
Inltlate a request to voluntarily terminate thls agreement during the flrst
six (6) months of [ts term unless at least one obllgatlion well

has been
drilied in accordance with the provisions of this section.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) monihs
after ccmpletion of a well capable of producing unitized substances In paying
quantitles, the Unit Operator shall submit for the approval of the AD, the
Land Commissloner and Olvislon, an occeptable pian of development and
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oparatlion for the unltized tand which, when approved by the A0, the Land
Commissioner and Oivision, shall constitute the further drifling and
development obllgatlons of the Unlt Operator under this agreement for the
perfod speclfled therein. Thereafter, from time to time betcre *the
expiration of any exlsting plan, the Unit Operator shall submit for +the
approval of the AO, the Land Commissioner and Olvision a plan for an
addltional speclfled perlod for the development and operation of the unitlized
land. Subsequent plans should normally be filed on a calendar year basls not
later than March 1 each year. Any proposed mod!fication or addition to the
exlsting ptan should be filed a2s a supplement to the plan.

Any plan submitted pursuant to this sectlon shall provide for the timely
exploration of the unitlzed area, and for the diligent drilllng necessary for
determination of the area or areas capable of produclng unitized substances in
paying quantities In each and every productive formation. This plan shall be
as complete and adequate as the A0, the Land Commissliconer and Division may
determine to be necessary for timely develiopment and proper conservation of
the oil and gas resources of the unitized area and shalf:

(a) specify the number and locatlons of any wells to be drilled and the
proposed order and time for such drllling; and

(b) provide a summary of operations and production for the previous year.

Plans shall be modified or supplemented when necessary to meet changed
conditlons or to protect the Interests of all partles to this agreement.
Reasonable dllligence shall be exerclsed In complylng with the obligations of
the approved plan of development and operation. The A0 and the Land
Commissioner are authorlized to grant a reasonable extenslion of the 6-month
period herein prescribed for submission of an Initial pian of development and
on operation where such actlon Is Justified because of unusual conditions or
clrcumstances.

After completion of a well capable of producing unitized substances In
paying quantities, nor further weils, except such as as may be necessary to
afford protection agalinst cperations not under this agreement and such as may
be specificaily approved by the AQ, the Land Commissioner and Division, shatll
be drilled except In accordance with an approved plan of development and
operation.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of
producing unitlized substances [n paying quantities, or as soon thereafter as
required by the A0, the Land Commisslioner or the Clvision, the Unit Operator
shall submit for approval by the A0, the Land Commissicner and Dlivision, a
schedule, based on subdivislons of the public-land survey ‘or allquot parts
thereof, of all land then regarded as reasonably proved to be productive of
unitized substances In payling quantities, These lands shal! constitute a
participating area on approval of the AQ, the Land Commissioner and Clvision,
effective as of the date of completion of such well or the effective date cof
this unlt agreement, whichever ls later. The acreages of both Federal and
non-Federa! lands shalil be based upon appropriate computations from +the
courses and dlistances shown on the last approved public-ifand survey as of +he
effective date of each Initlal particlpating area. The schedule shall also
set forth the percentage of unitized substances to be allocated, as provided
In Section 12 to each committed +tract 1in the particlpating area so
established, and shall govern the allocaticn of production commencing with the
effective date of the participating area. A different participating area
shall be estabilished 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 particlipating areas so established may be combined into one, on
approval of the AQ, the Land Commissloner and the Olvision. When production
from two or more particlpating areas Is subsequently found to be from a common
pool or deposit, the participating areas shall be combined Into one, effective
as of such appropriate date as mey be approved or prescribed by the A0, +the
Land Commisslioner and Dlivislon, The participating area or areas so
established shall be revised from time to time, subject to the approval of +he
A0, the Land Commissioner, and Division to Include addlticnal lands +hen
regarded as reasonably proved to be productive of unitized substances In.
raying quantities or which are necessary for unit cperations, or to exclude

-nds then regarded as reasonably proved not to be productive of unitized
stances In paying quantities, and the schedule cof allocation percentages
i1 be revised accordingly. The effective date of any revision shail be the

-st of the month in which the knowledge or information is cbtained on which
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such revisicn s predlcated; proviced, however, that a rmore acgroprilave
etfective date may be used |f Justifled by the Unit Operator znd approvec oy
the AO, the Land Commissloner and Dlvision. No land shall be excluded frcm a
partlicipating area on account of depletion of Its ynitized substances, except
that any particlipation area established under the provisions of thils uni~*
agreement shall terminate automatically whenever all completions In the
formation on which the participating areas ls based are abandoned.

It s the Intent of thls sectlon that a particlpating area shall
represent the area productive of unitlzed substances known or reascnably
proved to be productive [n paying quantitlies or which are necessary for unit
operations; but, regardless of any revision of the participating area, nothling
hereln contained shall be construed as requiring any retroactive adjustment
for production obtalned prlor to the effective date of the revision of the
particlpating area.

In the absence of agreement at any time between the Unit Operator and the
A0, the Land Commissioner and Dlvislon, as to the proper deflnltion or
redefinition of a partlcipating area, or unti! a particlipating area has, cr
areas have, been establlshed, 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 committed working Interests and the AQ and the
Land Commissioner. Royaltles due to the United States and the State of New
Maxlco shall be determined by +the AO for Federal lands and the Land
Commlssioner for the State lands and the amount thereof shal! be deposited, as
directed by the AO and the Land Commissioner untli a particlpating area is
finally approved and then adjusted In accordance with a determination of the
sum due as Federal royalty on the baslis of such approved particlipating area.

Khenever It Is determined, subject to the approval of *he AQ, the Land
Commissioner and the Division, that a well drliled under *his agreement ls not
capable of production of wunitized substances In paying guantities and
fnciusion In a participating area of the land on which it i{s sltuated In a
participating area Is unwarranted, production frcm such well shall, for the
purposes of settlement among ail parties other than working Interest owners,
be allocated to the land on which the well s located, uniess such land Is
already within the participating area established for the pool c¢r depcsi+ frem
which such production |s obtalned. Settlement for worklng interest henefits
from such a nonpaylng unit well shall be made as previded in the unit
operating egreement.

12. ALLOCATION OF PRODUCTION, All unitized substances proguced frem
gach particlpating area establlished under this agreement, excepf any nart
thereof used In conformity with good operating practices within The unitized
area for dritilng, operating, and other preduction fcr cevelopment purposes,
for repressuring or recycling in accordance with a plan of develcpgment and
cperations which has been approved by the AO, Land Commissioner and Olvision,
or wunavoidably lost, shall be deemed to be produced equally cn an acreage
basls from the several tracts of unitized land of the participating area
establIshed for such production. For the purpose of cetermining any benefits
accrulng under thls agreement, each such tract of unitized 1land snall have
allocated to It such percentage of said production as the number of acres of
such tract Included In said participating area bears to the totai acres cf
unitized land In sald participating area, except that afliocation of production
hereunder for purposes other than for settlement of the royalty, over-riding
royalty, or payment out of production obligations of the respective work (ng
interest owners, shall be on the basis prescribed in the unit operating
agreement whether In conformity with the basls of allocation herein set forth
or otherwise. It Is hereby agreed that productlion of unitized substances from
a participating area shall be alloceted as provided hereln regardless of
whether any wells are drilled on any particular part or +tract of the
participating area. |f any gas produced from one participating area Is used
for repressuring or recycling purposes in another participating area, the
first gas withdrawn from the latter particlpating area for sale during the
Iife of this agreement, shall be considered to be the gas so transferred,
untll an amount equal to that transferred shall be so produced for sale and
such gas shall be allocated to the particlpating area from which Inttlally
produced as such srea was deflned at the time of such fransferred gas was
tinally produced and sold.

13, DOEVELOPMENT COR CPERATION CF NON-PARTICIPATING LAND OR FORMATIONS.
Any party hereto owning cr controlling the working interest In any unitizeo
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land having thereon a regular well locatlon may with the approval of *he AQ
and the Land Commissloner, and the Dlvislon at such party's sole rlisk, costs,

and expense, drill & well to test any formation provided the well [s cutsice
any parflcfpaflng area establlished for that formation, unless within nlneTy
(90) days of recelpt of notice from sald party of his Intention to ¢rilll The
well, the Unit Operator elects and commences +to drill the well In a Ilike

manner as other wells are dritfed by the Unit Operator under thls agreement.

If any well drilled under this sectlon by a working Interest owner
results In production of unitized substances In paylng quantitles such that
the i{and upon which It [s situated may property be Included In a participating
area, such particlpating area shall be establlished or enlarged as provided In
+hls agreement and the well shall thereafter be operated by the Unit Operator

in accordance with the terms of +thls agreement and the unit operating
agreement.

If any well drilled under this sectlon by a working Interest owner that
obtalins production In quantities Insufflclent to justity the incluslon of the
fand upon which such well Is sltuated In a participating area, such well may
be operated and produced by the party driiling the same, subject to the
conservation requirements of thls agreement. The royaltles In amount or value

of production from any such well shal! be paid as speclflied in the underlying
lease and agreements affected.

14, ROYALTY SETTLEMENT. The Unlted States and any State and any royalty
owner who Is entitled to take In kind a share of the substances now unitized
hereunder shall hereafter be entitied to the right to take In kind [ts share
of the unitlzed substances, and Unlt Operator, or the workling interest owner
In case of the operation of a well by a working Interest owner as herein
provided for in speclal cases, shall make dellverles of such royalty share
+aken In kind In conformity with the appllicable contracts, laws, and
requlations. Settlement for royalty Interest not taken in kind shall be made
by working Interest owners responsible therefore under exlsting confracts,
laws and regulations, or by the Unlt Operator on cr before the last day cf
each month for unltized substances produced during the precedlng calendar
month; provided, however, that nothing I'n this secrion shali operate to
relieve the lessees of any land from thelr respective iease obligations for
the payment of any royaltles due under thelr leases.

|t gas obtained from lands not subject to this agreement is intrcduced Iin
to any particlpating area hereunder, for use in repressuring, stimulation of
productlen, or lIncreasing ultimate reccvery In conformity with e plan of
development and operation approved by the AQ and the Land Commissicrer and the
Divlision, a |lke amount of gas, after settlement as herein proviced for any
gas transferred from any ofher particlpating area enc .wiTh eppropriate
deductlon for loss from any cause, may be withdrasn frcm the fcrmaticn I[nto
which the gas [s Introduced, royalty free as to dry gas, but nct as to any
products which may be extracted therefrom; provided that such withdrewal snall
be at such time as may be provided in the approved plan of develeopment and
operation or as may otherwise be consentfed fo ty the A0 and the Llang
Commissicner and the Dlvislon as conforming to good petroleum englneering
practlice; and provided further, that such right of withdrawal shall terminate
on the terminatlon of this unlt agreement.

Royalty due the United States shall be computed as provided in 30 CFR
.Grodp 200 and pald In value or delivered in kind as To all unitized substances
on the basis of the amounts thereof allccated to unitized Federal land as
provided In Sectlon 12 2t the rates speciflied In the respective Federai tlease,
or at such other rate or rates as may be authorlzed by law or regulation and
approved by the AQO; provided, that for leases on which the royalty rate
depends on the daily average production per well, said average product!on
shall be determined In accordance with the operating regulatlons as though
each particlpating area were a single consolidated lease.

Royalty due on account-of State lands shall be computed and pald on the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royaities due on Ieases
commltted hereto shall be paid by appropriate working interest cwners under
existing contracts, laws, and regulations, provided that nothing hereln
contalned shall operate to relleve the lessees of any land from their
respective lease obllgatlons for the payment of any rental or minlmum royalty
due uncer their leases. Rental cr minlmum royalty for lands of the Uniteg

-8

o]



States subject to this agreement shal! be pald at the rate specified In the
respective leases from the United States unless suych rental or minimum royalty
's waived, suspended, or reduced by law or by approval of the Secretary or hls
duly authorlzed representative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rate specifled In the respective leases.

With respect to any lease on non-federal land contalning provislions which

would terminate such [ease unless drilling operations are commenced upon the
land covered thereby within the time therein speclfied or rentals are paid for
the privilege of deferring such drlllling operations, the rentals required

thereby 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 requlired drliling operations are commenced upon

the ltand covered thereby, or until some portion of such land is included
within a particlpating area.

16. CONSERVAT ION. Operations hereunder and production of unitized’
substances shall be conducted to provide for the most economical and efflclent

recovery of sald substances without waste, as deflned by or pursuvant fo State
or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the AOQ and
Land Commissioner deems approprliate and adequate to prevent drainage of
unitized substances for unitized tand by wells on fand not subject to thlis
agreement, which shall include the drilling of protective weils and which may
include the payment of a fair and reascnable compensatory royalty, as
determined by the AQ, as to Federal leases and the Land Commissioner, as to
State leases.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,
and provisions of all leases, subleases, and other contracts relating to
exploration, drilling, development, or operation for oil or gas on Jands
committed to this agreement are hereby expressly modified and amended to the
extent necessary to make the same conform to the provisions hereof, but
otherwise to remain In full force and effect; and the parties hereto hereby
consent that the Secretary, as to Federal leases and the Land Commissioner, as
to State leases, shall and each by his approval hereof, or by the approval
nereof by his duly authorized representative, does hereby establiish, alter,
change, or revcke the drilling, preducing, rental minimum royalty, and royalty
requirements of Federal !eases committed hereto and the reguiations in respect
thereto to conform said requlirements to the provisions of this agreement, and,
without limiting the generality cf the foregoing, all leases, subleases, and
contracts are particulariy modified in accordance with the follcowing:

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed ful! performance of all obligations for
development and operation with respect to each and every separately owned
tract subject to this agreement, regardless of whether +there 1is 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 Yo be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed
to expire by reason of failure to drill or produce wells situated on the |and

thereln embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the AO and the Land Commissioner, or his
duly authorized representative, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every tract of unitized
tand. A suspension cf drilliing or producing operations limited to specified
lands shall be applicable only to such lands.

(d) Each lease, sublease or contract relating to the exploration,
drilling, development, or cperatlion for oll or gas of lands other than those
of the United States and State of New Mexico committed to +this agreement’
which, by 1ts terms might expire prior to the termination of this agreement,
Is hereby extended beyond any such terms so provided therein so that It shal |
be contlinued in full force and effect for and during the term of this
agreement.



(e) Any Federal lease committed hereto shall continue In force beyond the
term so provided therein or by law as %o the land committed so long as such
lease remalns subject hereto, provided that production of unitized Subéfancgs
In paying quantities Is established In paying quantlties under this unit
agreement prior to the expiration date of the term of such lease, or In the
event actual drilling operations are commenced on unitized land, In accordance
with provisions of this agreement, prior to the end of the primary term of
such lease and are being dlligently prosecuted at that time, such lease shall
be extended for two years, and so long thereafter as oll or gas Is produced In
paying quantities In accordance with the provisions of the Mineral Leasing
Act, as amended.

(f) Each sublease or contract relating to the operation and development
of unitlized substances from lands of the Unlited States committed to this
agreement, which by its terms would expire prior to the time at which the
underlying lease, as extended by the immediately preceding paragraph, will
expire, Is hereby extended beyond any such term so provided therein so that it
shall be continued in full force and effect for and during the term of the
underlying lease as such term [s herein extended.

(g) The segregation of any Federal lease committed to this agreement s
governed by the folilowing provision In the fourth paragraph of Section 17(j)
of the Mineral leasing Act, as amended by the Act of September!, 1960, (74
Stat. 781-784) (30 U.S.C. 226(j)): "Any (Federal) lease heretofore or
hereafter committed to any such (unit) plan embracing lands that are in part
within and in part outside of the area covered by any such plan shall be
segregated [nfo separate l|eases as to the lands committed and the [ands not
committed as of the effective date of unitization. Provided, however that any
such lease as to the non-unitized portion shall contlnue in force and effect
for the term thereof, but for not less than two years from the date of such
segregation and so long thereafter as oil or gas Is produced In paying
quantities.”

(h) iIn the event the Initial Test Well Is commenced prior to the
expiration date of the shortest term State Lease within the Unit Area, any
lease embracing lands of the State of New Mexico which is made the subject to
this agreement, shal! continue in force beyond the term provided therein as to
the lands committed hereto untll the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having oniy a
portion of its lands committed heretoc, shall be segregated as to the portion
committed and the porticn not committed, and the terms of such {ease shail
apply separately to such segregated portions commencing as the effective date
hereof; contrary any lease embracing lands of the State of New Mexico having
cnly a portion of its lands committed hereto shall centinue 'in full force and
effect beyond the term provided therein as to all lands embraced in such
lease, [f oil or gas i1s discovered and is capable of being produced in paying
guantities from some part of +the lands embraced in such lease at the
expiration of the secondary term of such lease; or {f, at the expiration of
the secondary term, the lessee or the Unit Operator is then engaged in bona
fide drilling or reworking operations on some part of the lands embraced |n
such lease, the same as to all lands embraced therein, shall remain in ful|
force and effect so long as such operations are being diligently prosecuted,
and if they result in the production of oll or gas; said [ease shall continue
in full force and effect as to all the lands embraced therein, so long
thereafter as oil or gas In paying quantities is being produced from any
portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to
be covenants running with the land with respect to the Iinterests of the
parties hereto and their successors In interest wuntil +this agreement
terminates, and any grant, fransfer or conveyance of interest In land or Jease
sub ject hereto shall be and hereby is conditioned upon the assumption of all
privileges and obligations. hereunder by the grantee, transferee, or other
successor In interest. No assignment or transfer of any working Interest,
royaity, or other interest subject hereto shalil be binding upon Unit Operator
until the first day of the calendar month after Unit Operator is furnished
with the original, photostatic, or certifled copy of the instrument of
transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become effectlve upon
approval by the A0 and the Land Commissioner or +their duly authorized

representative and shall automaticaily terminate five (5) years from said
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effective date unless:

(a) Upon application by the Unit Operator such date of expiration Is
extended by the AO and the Land Commissjoner; or

(b) It 1s reasonably determined prior to the expiration of the fixed term
or any extenslon thereof that the unitized land is Incapabie of production of
unitized substances In paying quantities In the formations tested hereunder,
and after notice of intention to terminate this agreement on such ground lIs
glven by the Unit Operator to all parties In interest at their last known
addresses, this agreement is terminated with approval of the AQ and the Land
Commissioner; or

(c) a valuable discovery of unitized substances In paying quantities has
been made cr accepted on unitized land during said initial term or any
extension thereof, In which event this agreement shall remain in effect for
such term and so long thereafter as unitlized substances can be produced as to
Federal lands and are beling produced as to State fands In quantities
sufficient to pay for the cost of producing same from wells on unitized Jand’
within any participating area established hereunder. Should production cease
and diligent drilling operations to restore productlion or new production are
not In progress or reworking within sixty (60) days and production is not
restored or should new production not be obtained In paying quantities on
committed lands within this unit area, this agreement will autamatically
terminate effective the last day of the month In which the last unitized
production occurred; or.

(d) 1t Is voluntarily terminated as provided in this agreement. Except
as noted herein this agreement may be terminated at any time prior to the
discovery cf unitized substances which can be produced in paying quantities by
not less than 75 per centum, on an acreage basis, of the working interest
owners slgnatory hereto, with the approval of +the A0 and the Land
Commissioner. The Unit Operator shall give notice of any such approval to all
partles hereto. Voluntary termlnation may not occur during the first six (6)
months of this agreement uniess at feast one obligation well shali have been
drilled in conformance with Section 9.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRCDUCTION. The AQO is hereby
vested with authority to alter or modify from time to time, in his discretion,
the quantity end rate of production under this agreement when such quantity
and rate are not fixed pursuant to Federal or State law, or do not conform to
any State-wide voluntary conservation or allocatlon program which is
established, recognized, and generally adhered to by the majority of operators
in such State. The above authority is hereby l|imited to alteration or
modifications which are in the publilc interest. The public interest to be
served and the purpose thereof, must be stated in the order of alteration or
modlflication. Without regard to the foregoing, the AO is also hereby vested
with authority to alter or modify from time to time, in his discretion, the
rate of prospecting and development and the quantity and rate of production
under this agreement when such afteration or modification is in the interest
of attaining the conservation objectlives stated in this agreement and is not
in violation of any applicable Federal or State law; provided, further, that
no such alteration or modification shall be effective as to any land of +the
State of New Mexico, as to the rate of prospecting and developing in the
absence of the speciflc written approval thereof by the Commissioner and also
to any lands of the State of New Mexico or privately owned lands subject to
this agreement as to the quantity and rate of production In the absence of
speclflic written approval thereof by the Division.

Powers In the sectlon vested in the AQ shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than
15 days from notice.

22. APPEARANCES. Unit Operators shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interest
affected hereby before the Department of the Interior and the Commissloner of
Public Lands and Division, and fo appeal from orders Issued under +he
regulations of said Department or Land Commisslcner and Dlvision or to apply
for rellef from any of said regulations, or fn any proceedings relative to
operations before the Cepartment or the Land Commissioner and Division or any
other legally constituted authority; provided, however, +hat any other
interested party shall also have the right at Its own expense to be heard in
any such proceeding.
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23. NOTICES. Atl notlices, demands, or statements required hereunder to
be glven or rendered to the parties hereto shali be in writing and shali be
personally dellvered to the party or partlies, or sent by postpald registered
or certified maif, to the last known address of the party or parties.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing contained !n this agreement
shall be construed as a walver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or Invalldity of
any law of the State where unitized lands are located, or of the United
States, or requlations !ssued thereunder In any way affecting such party, or
as a walver by any such party of any right beyond his or its authority to
walive. :

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring
the Unit COperator to commence or contlnue drliliing, or to operate on, or
produce unitized substances from any of the {ands covered by this agreement,
shall be suspended while the Unit Operator, despite the exercise of due care
and diligence, is prevented from compiying with such obligations, In whole cr
in part, by strikes, acts of God, Federal, State, or municipal law or
agencies, unavoidable accidents, uncontrollable delays In *transportation,
Inability to obtain necessary materials or equipment In open market, or other
matters beyond the reasonable control of the Unit Operator whether similar to
matters hereln enumerated or not.

26. NONDISCRIMINATION. In connection with the performance of work under
“hi1s agreement, the United Operator agrees to comply with all the provisions
of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R., 12319),
as amended which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the even title to any tract of unitized land
shall fail and the true owner cannot be Induced to join in +this unit
agreement, such fract shall be automatically regarded as not committed hereto,
and there shal! be such readjustment of future costs and benefits as may be
required on account of the loss of such Title. In the event of a dispute as
to title to any royalty, working Interest, or other interests subject thereto,
payment or delivery on account thereof may be withheld without liability for
interest until the dlspute is finally sefttlied; provided, that, as to Federal
and State lands or leases, no payments of funds due the United States or the
State of New Mexico should be withheld, but such funds shal! be deposited as
directed by the A0 and such funds of the State of New Mexico shai{ be
deposited as dlrected by the Land Commissioner, to be held as unearned money
pending final settlement of the title dispute, and then applled as earned or
returned In accordance with such final settlement.

Unit Operator as such is refieved from any responsibility for any defect
or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. [If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working inferest in that tract may
withdraw the tract from thls agreement by wriftten notice delivered to the
proper Bureau of Land Management office, the Land Commissioner, the Division
and the Unit Operator prior to the approval of this agreement by the A0 and
Commissioner. Any oil or gas interests In lands within the unit area not
committed hereto prior fo final approval may thereafter be committed hereto by
the owner or owners thereof subscribing or consenting to this agreement, and,
if the inferest. is a working interest, by the owner of such interest only
subscribing to the unit operating agreement. After operations are commenced
hereunder, the right of subsequent joinder, as provided in thls section, by a
working Interest owner is subject to such requirements or approval(s), if any,
pertaining to such jolnder, as may be provided for in the unit operating
agreement, After final approval hereof, Joinder by a non-working interest
owner must be consented to in writing by the working interest owner committed
hereto and responsibie for the payment of any benefits that may accrue
hereunder in behalf of such non-working Interest. A non-working interest may
not be committed to this unit agreement unless the corresponding working:
interest Is committed hereto. Joinder to the unit agreement by a working
Interest owner, at any time, must be accompanled by appropriate joinder to the
unit operating agreement, In order for the interest to be regarded as
committed to this agreement. Except as may otherwlise hereln be provided,
subsequent jolnders to this agreement shall be effective as of the date of the
filing with the A0, the Land Commisslioner and the Divislon of duly executed
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counterparts of all or any papers necessary to establish effective commitment
of any interest and/or tract to this agreement,

29. COUNTERPARTS. This agreement may be executed [n any number of
counterparts, no one of which needs to be executed by all parties, or may be
ratifled or consented to by separate Instrument In writing speciflically
referring hereto and shall be binding upon all those parties who have executed
such a counterpart, ratlfication, or consent hereto wlth 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 withln the above~described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise by
any working Interest owner of the right fo surrender vested in such party by
any lease, sublease, or operating agreement as to all or any part ot the
lands covered thereby, provided that each party who will or might acquire such
working Interest by such surrender or by forfelture as hereafter set forth, is
bound by the terms of thls agreement.

If as a result of any such surrender, the working Interest rights as to
such lands become vested In any party other than the fee owner of the unitized
substances, sald party may forfeit such rights and further benefits from
operation hereunder as to said iand to the party next in the chain of title
who shall be and become the owner of such working Interest.

if, as a resuit of any such surrender or forfeiture, working Interest
rights become vested in the fee owner of the unitized substances, such owner
may:

(a) accept those working interest rights subject to this agreement and
the unit operating agreement; or

{(b) lease the portion of such land as Is included In a particlpating area
established hereunder subject 1o +this agreement and the wunit operating
agreement; or .

(¢c) provide for the independent operation of any part of such l{and that
‘s not then included within a participating area established hereunder.

If the fee owner of the unitized substances dces not accept the working
"nterest rights subject to thls agreement and the unlt operating agreement or
jease such lands as above provided within six (6) months after the surrendered
or forfeited, working interest rights become vested in the fee owner, the
benefits and oblligations of operations accruing Yo such lands under this
agreement and the unit operating agreement shall be shared by the remaining
cwners of unitized working Interests in accordance with their respective
working interest ownerships, and such owners of working interests shatl
compensate the fee owner of unitized substances In such fands by paying sums
equal to the rentals, minimum royalties, and royailties applicable to such
lands under the lease In effect when the lands were unltized.

An appropriate accounting and settlement shall be made for all benefits
accruing to or payments and expenditures made or incurred on behalif of such
surrendered or forfeited working interest subsequent to the date of surrender
or forfeiture, and payment of any monies found to be owing by such an
accounting shal! be made as between the parties within thirty (30) days.

The exercise of any right vested In a working Interest owner to reassign
such working Interest to the party from whom obtalned shall be subject to the
same conditions as set forth in this sectlon In regard to the exercise of a
right to surrender.

31. TAXES. The working interest owners shall render and pay for their
acccunt and the account of the royalty owners all valid taxes on or measured
by the unitized substances In and under or that may be produced, gathered andg
sold from the land covered by this agreement after Its effective date, or upon
the proceeds derived therefrom. The working Interest owners on each +ract
shall and may charge the proper proportion of sald taxes to royalty owners
having Interest in said tract, and may currently retaln and deduct a
sufficient amount of the unitized substances or derivative products, or net
proceeds therecf, from the allocated share of each royalty owner to secure
reimbursement fcr the taxes so paid. No such taxes shall be charged to the
United States or the State of New Mexico or +to any lessor who has a contract
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with his lessee which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It Is expressly agreed that the relation of the
partles hereto Is that of independent contractors and nothing contained In
this agreement, expressed or Implled, nor any operations conducted hereunder,
shall create or be deemed to have created a partnership or asscclation between
the parties hereto or any of them.

33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing In this
agreement shall modify or change either the speclal Federal lease stlipulations
relating to surface management or such special Federal lease stipulations
relating to surface and environmental protection, attached to and made a par?
of, Oil and Gas Leases covering fands within the Unit Area.

IN WITNESS WHEREQOF, the parties hereto have caused this agreemenf fo be
executed and have set opposite their respective names the date of executlon.

ATTEST: YATES PETROLEUM CORPORATION
e
e BTG T,
/ Attorney—/i'ﬁ—Fact
/ "
Address: Date of Executlon_April 16, 1987
105 South Fourth Street
Artesia, New Mexico 88210
STATE OF New Mexico
) SS.
COUNTY OF Eddy e )
On this 16th day of April , 19 87 before me appeared
John A. Yates to me personally known, who, being duly
sworn, did say that he is the Attorney-in-Fact of
Yates Petroleum Corporation and that the seal affixed to said instrument

is the corporate seal of said corporation, and that said instrument was signed
and sealed In behalf of said corporation by authority of its board of
directors, and sald John A. Yates ’

acknow!ledged said insftrument to be the free act and deed of said corporaticn.

Notary Public

Vot
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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
Develooment and Operation of the EDEN VALLEY yniT AREA, County of
State of New Mexico, dated April 15, , 19 8] in form approved on
behalf of the Secretary of the Interior and the Commission of Public
Lands, and in consideration of the execution or ratification by other
working interest owners of the contemporary Unit Operating Agreement
which relates to said Unit Agreement theundersigned hereby exoressly
ratifies, aporoves and adoots said Unit Agreement as fully as though
the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the under-
signed's interests in any lands and leases, or interests 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, her or its heirs, devisees, executors,
assigns or successors in interest

EXECUTED this_ Zzﬂﬂ,day of (jlg}ggg , 1987.

YATES DRILLING COMPANY

Bv/g’fﬁ/‘% &/éﬁ’?f_/ AN
Attest ‘ g?i;;><:;/ Y

Address: 105 South Fourth Street
TRACT (S)

Artesia, New Mexico 88210

state oF S\ N\ e

y { ) )
county oF_{nClCly )

. On this2=2g day of (] Q)LJV . 1987, before me personally
QA.VW\\(iihn YHmneecun-net, to me knonw to be the nerson described
in and who executed the foregoing instrument, and acknowledged that
(s)he executed the same as his/her free act and deed.

My Commissicn Exoires:
\(».‘

Ly ?j (’H Y Q(\Lv\k\ﬁkk Quﬁuﬁ\x AL (\&w\ J

SEAL ° ' No*ary Public N
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RATIFICATICON AND JOINDER OF UNIT AGREEMENT
AND
UNIT_OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement f£or the
Develooment and Operation of the EDEN VALLEY  ynyT AREA, County of
State of New Mexico, dated April 15, . 19 87, in form apnroved on
behalf of the Secretary of the Interior and the Commission of Public
Lands, and in consideration of the execution or ratification by other
working interest owners of the contemporary Unit Operating Agreement
which relates to said Unit Agreement theundersigned hereby exoressly
ratifies, aooroves and adoots said Unit Agreement as fully as though
the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the under-
signed's interests in any lands and leases, or interests 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, her or its heirs, devisees, executors,
assigns or successors in interest

~ o
EXECUTED thisc )3\ day of (}4}Lk)» 1987,

MY CO INDUSTRIES, INC.

Y Az / \s
Y B // // /\X % }b

Address 105 South Fourth Street

TRACT (S)

Artesia  New Mexico 88210

state oF T\ T\ el W) )

)
COUNTY OF quicikl )

day f;é)l}tk_ , 1987, Dbefore me personally
) 3}, t» me knonw to be the nerson described
foregOan instrument, and acknowledged that
is)he executed the same as his/her free act and deed.

My Commission Exoires:

\i(E:x 2L G0 QM\ 0 §d Lﬂ?&‘)&;\/\w &Qr—w

o Notary Public 3

SEAL

Tl
{



RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the
Devalooment and Operation of the EDEN VALLEY gyn1T AREA, County of
State of New Mexico, dated April 15, , 19 87 in form apnroved on
behalf of the Secretary of the Interior and the Commission of Public
Lands, and in consideration of the execution or ratification by other
working interest owners of the contemporary Unit Operating Agreement
which relates to said Unit Agreement theundersigned hereby eroressly
ratifies, aooroves and adoots said Unit Agreement as fully as though
the undersigned had executed the original agreement.

.

5

This Ratification and Joinder shall be effective as to the under-
signed's interests in any lands and leases, or interests 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 o0il and gas interest.

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

EXECUTED this_ 43k day of W , 1987.

LA
ABO PETROVEUM CyORATION
/ ' 2
B
Attest =77 ’
XKddress:
TRACT (S)
% Artesia, New Mexico 88210
p
STATE OFW/AJWM/MO )
)
COUNTY OF é//ﬁ% J
On this d/%ld day of @C‘j » 1987 . before me personally
John A. Yates, Attorpnev—-in-~Fact ., t2 me knonw to be the nerson described

in and who executed the foregoing instrument, and acknowledged that
(s)he executed the same as his/her free act and deed.

My Commlsvan Exolres:

\ /ﬁ 3/»%0 /é/x//[%wmméﬂ%)

SEAL ' Nétary Public /




RATIFTCATION AND JOIMDER OF UNTT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the
Develooment and Operation of the EDEN VALLEY yNIT AREA, County of
State of New Mexico, dated April 15, , 1987, in form apnroved on
behal f of the Secretary of the Interior and the Commissicn nf Public
Lands, and in consideration of the execution or ratification by other
working interest owners of the contemoorary Unit Operating Agreement
which relates to said Unit Agreement theundersigned hereby e¥oressly
ratifies, aporoves and adoots said Unit Agreement as fully as though
the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the under-
signed's interests in any lands and leases, or interests therein. and
royalties opresently 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 Joninder of Unit Agreement shall be binding
upen the undersigned, his, her or its heirs, devisees, executors,
assigns or successors 1n interest

EXECUTED this day of 1986.

P4 4

H. L. SPEARMAN

Aattest
Address: 40 Inverness Drive East
TRACT(S)
Englewood, Colorado 80112
STATE OF )
)
COUNTY OF )
On this day of , 1986, befcre me personally

, to me knonw to be the merson described
in and who executed the foregoing instrument, and acknowledged that
(s)he executed the same as his/her free act and deed.

My Commission Exoires:

SEAL Notary Public
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Page 1 of 4
EXHIBIT "B"
To Unit Agreement
EDEN VALLEY UNIT AREA
Chaves, County, New Mexico

—— — —— . —  —— — . — . S ——— —— ——— . — " — — ——_ ——— W _—— . - B . —— ——— -

Tract 4 No of Serial No. & Basic Royalty Overriding Working Interest
_#_Land Description_ _Acres_ _Exp. Date ____Ownership % ___Lessee of Record _________ _Royalty _______ _Owner & Percentage _______
FEDERAL_LANDS
1. T8S-RZ24E 80.00 NM=~39947 1/8 USA 100% Nortex 100% None Nortex 100%
Sec. L: NRLNEY 11~30-90
2. T7S-R24E 40.00 NM-41372 1/8 USA 100% H. L., Spearman 100% None H, L. Spearman 100%
Sec. 32: SWHINWX 5-31-91
3, T7S-R24E 120.00 NM-66907 1/8 USA 100% Yates Petroleum Corp. 40% 5% of 8/8ths Yates Petroleum Corp. 40%
Sec, 19: 10-31-91 Yates Drilling Co. 20% Gregory R. Yates Drilling Co. 20%
Lots 7, 12 Abo Petroleum Corp. 20% Hayes Abo Petroleum Corp. 20%
Sec. 30: Lot 1 Myco lIndustries, Inc,20% Myco Industries, Inc. 20%
4, T6S-R24E 320.00 NM-28299 1/8 USA 100% Yates Petroleum Corp. 40% 5% of 8/8ths Yates Petroleum Corp. 40%
Sec. 31: EX% HBP Yates Drilling Co. 20% Malcolm D. Yates Drilling Co., 20%
Abo Petroleum Corp. 20% Abel Abo Petroleum Corp. 20%
Myco Industries, Inc., 20% Myco Industries, lnc. 20%

TOTAL FEDERAL LANDS

560,00
STATE_LANDS
S. T6S-R24E 1,086,72 LG~-4331 ,1/8 State of Yates Petroleum Corp. 100% None Yates Petroleum Corp. 25%
Sec. 31: Lots 7-1-87 New Mexico 100% Yates Drilling Co. 25%
1 thru 12 Abo Petroleum Corp. 25%
Sec. 32: All Myco Industries, Inc., 25%
6. T75-R24E 1,280.28 LG~4337 1/8 State of Yates Petroleum Corp. 100% None Yates Petroleum Corp. 25%
Sec. b4: Al 7-1-87 New Mexico 100% Yates Drilling Co. 25%
Sec. 5: Al Abo Petroleum Corp. 25%

Myco lIndustries, lInc. 25%



Tract No of
_#_Land Description _Acres_
7. T7S-R24E 1,273.67
Sec. 6:
Lots 3 thru 14
Sec. 7: Lots
1 thru 12
Sec. 19: Lots
1 thru 6,8,9,10,11
8. T75S-R24E 1,280.56
Sec. 6: Lots
1,2,S4WNE%,SE%
Sec. 7: EX%
Sec. 18: E%
Sec., 19: EX
9, T7S-R24E 1,012.39
Sec. 16: All
Sec. 18: Lots
2,3,4,5,
7 thru 12
10.T7S-R24E 640,00
Sec. 17: Al1l
11.T7S-R24E 1,280.00
Sec. 20: A1}
Sec. 21: Al
12.T75-R24E 320.06¢0
Sec. 26: Wk

Serial No.

LG-4338

7-1-87

LG-4339
7-1-87

LG-434%
7-1-87

LG-4343
7-1-87

LG-4345
7-1-87

LG~-4346
7-1-87

Chaves,

of
100%

1/8 State
New Mexico

1/8 State of
New Mexico 100%

1/8 State of
New Mexico 100%

1/8 State of
zws Mexico 100%

1/8 State of
New Mexico 100%

cf
100%

1/8 State
New Mexico

EXHIBIT "B"
To Unit Agreement
EDEN VALLEY UNIT AREA

County, New Mexico

Yates Petroleum Corp.
Yates Petroleum Corp.
Yates Petroleum Corp.
Yates Petroleum Corp.
Yates Petroleum Corp.
Yates Petroleum Corp,

100%

100%

100%

100%

100%

100%

None

None

None

None

None

None

Yates Petro
Yates Drill
Abo Petrole
Myco Indust
Yates Petro
Yates Drill

Abo Petrole
Myco Indust

Yates Petro
Yates Drill
Abo Petrole
Myco Indust
Yates Petro
Yates Drill

Abo Petrole
Myco Indust

Yates Petro
Yates Drill
Abo Petrole
Myco 1Indist
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ng Co. 2
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rp.
Inc
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m Corp.

ies,
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Corp
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rp.
Inc
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. 25%
5%
25%

. 25%

Page 2 of &
Working Interest
——_Quner & Percentage
Yates Petroleum Corp
Yates Drilling Co., 2
Abo Petroleum Corp.
Myco Industries, Inc

. 25%
5%
25%

. 25%

. 25%
5%
25%

. 25%

. 25%
5%
25%

. 25%

. 25%
5%
25%

. 25%



EXHIBIT "B"
To Unit Agreement
EDEN VALLEY UNIJT AREA

Chaves, County, New Mexico
MﬂﬂMMlllillllllllllllﬂﬁlﬁﬂllmwﬂﬂmd mo. & Basic Royalty Overriding
_#_Land Description _Acres _Exp. Date ____Ownership % ___Lessee of Record _________ —_Royalty __
13. T7S5-R24¢E 1,280.64 LG-4348 1/8 State of Yates Petroleum Corp. 100% None
Sec. 29: All 7-1-87 New Mexico 100%
Sec., 30: EX
T8S~R24LE
Sec. 3: Lots
1,2,3,4,5%N%
14, T7S-R24E 376.14 LG-4349 1/8 State of Yates Petroleum Corp. 100% None
Sec. 30: 7-1-87 New Mexico 100%
Lots 2,3,4,5
7,8,9,10,11,12
15. T75-R24E 1,200.00 LG-4350 1/8 State of Yates Petroleum Corp. 100% None
Sec. 32: NE%, 7-1-87 New Mexico 100%
NLNW%, SELNWEL,
SWY, NLYSEX
Sec. 33: Nk,
NLSWY%, SE,
SELSWX
T8S-R24E i
Sec. 4: SKNEX
16, T7S-R24E 1,279.26 LG-4351 1/8 State of Yates Petroleum Corp. 100% None
Sec. 34: Al1 7-1-87 New Mexico 100%
Sec. 35: Wk
T8S-R24E
Sec, 2: Lots
3,4, SKLNWX,SWX
"TOTAL STATE LANDS 12,309.66

Owne

Yate
Yate
Abo

Myco

Yate
Yate
Abo

Myco

Yate
Yate
Abo

Myco

Yate
Yate
Abo

Myco

Page--3 of

ing Interest

r_& Percentage

s Petroleum Corp

s Drilling Co. 25%

Petroleum Corp, 25
Industries, .

Inc

S
S

Petroleum Corp.,
Drilling Co. 25%
Petroleum Corp. 25
Industries, Inc.

s Petroleum Corp

s Drilling Co. 25%

Petroleum Corp. 25
Industries, Inc,

s Petroleum Corp.

s Drilling Co. 25%

Petroleum Corp. 25
Industries, Inc,

25%

%
25%

25%

%

25%

25%

%
25%

25%

%
25%



SWESW)

T7S-R24E
Sec., 30:
Lot 6

18.

TOTAL PATENT LANDS

PATENTED ACREAGE

EXHIBIT "B"
To Unit Agreement
EDEN VALLEY UNIT AREA

Chaves, County, New Mexico
No of Serial No. & Basic Royalty
_Acres _Exp. Date __ _Ownership % ___Lessee of Record _______
120.00 None 3/16 Bronson Depco, Inc., 50%
Corn, et al, 100% Nicor Expl. Co. 50%
7-30-87
40.00 None 8/8 Spool Plains Radio
Cattle Co., 100% Corp. 100%
160.00
TOTAL OF UNIT AREA 13,029.66
FEDERAL ACREAGE 560.00
STATE ACREAGE 12,309.66

160.00

Broadcasting

Overriding
Royalty

None

None

Depco,
Nicor

Plains
Corp,

Page 4 of &

g Interest
4 Percentage

50%
Co,

inc.

Expl. 50%

Radio Broadcasting
100%



