
STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 

CALLED BY THE OIL CONSERVATION 

DIVISION FOR THE PURPOSE OF 

CONSIDERING: 

-pec h** 

fjf>n -

APPLICATION OF YATES PETROLEUM 

CORPORATION FOR A UNIT AGREEMENT, 

LEA COUNTY, NEW MEXICO. 

CASE NO. 8925 

Order No. R-%Z52~ 

ORDER OF THE DIVISION 

BY THE DIVISION; 

This cause came on f o r hearing a t 8:15 a.m. on June 25, 

1936 , a t Santa Fe, New Mexico, before Examiner Michael E. 

Stogner. 

NOW, on t h i s day of JSia&e', 1986, the D i v i s i o n 

D i r e c t o r , having considered the testimony, the record, and the 



recommendations of the Examiner, and being f u l l y advised i n the 

premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as re q u i r e d by 

law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 

subject matter t h e r e o f . 

(2) The a p p l i c a n t , Yates Petroleum Company, seeks 

approval of the Sandsage State U n i t Agreement f o r a l l o i l and 

gas i n any and a l l formations comprioing—erf—3,300.00—aviHS, 

mnrp nr- —&f—Ofcatc,—F^d^ral .rind Ppp i^riris—dcaoribcd' as— 

(3) A l l plans of development and operation and c r e a t i o n s , 

expansions, or c o n t r a c t i o n s of p a r t i c i p a t i n g areas or 

expansions or c o n t r a c t i o n s of the u n i t area, should be 

submitted t o the D i r e c t o r of the D i v i s i o n f o r approval. 

(4) Approval of the proposed u n i t agreement should 

promote the prevention of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s w i t h i n the u n i t area. 

IT IS THEREFORE ORDERED THAT: 



(1) The Sandsage^Unit Agreement i s hereby a p p r o v e d j 

(2) The plan contained i n said u n i t agreement f o r the 

development and operation of the u n i t area i s hereby approved 

i n p r i n c i p l e as a proper conservation measure; provided, 

however, t h a t n o t w i t h s t a n d i n g any of the p r o v i s i o n s contained 

i n said u n i t agreement, t h i s approval s h a l l not be considered 

as waiving or r e l i n q u i s h i n g , i n any manner, any r i g h t , duty, or 

o b l i g a t i o n which i s now, or may h e r e a f t e r be, vested i n the 

D i v i s i o n t o supervise and c o n t r o l operations f o r the 

e x p l o r a t i o n and development of any lands committed t o the u n i t 

and production of o i l or gas therefrom. 

(3) The u n i t operator s h a l l f i l e w i t h the D i v i s i o n an 

executed o r i g i n a l or executed counterpart of the u n i t agreement 

w i t h i n 30 days a f t e r the e f f e c t i v e date t h e r e o f ; t h a t i n the 

event of subsequent j o i n d e r by any p a r t y or expansion or 

c o n t r a c t i o n of the u n i t area, the u n i t operator s h a l l f i l e w i t h 

the D i v i s i o n w i t h i n 30 days t h e r e a f t e r counterparts of the u n i t 

agreement r e f l e c t i n g the s u b s c r i p t i o n of those i n t e r e s t s having 

j o i n e d or r a t i f i e d . 

(4) A l l plans of development and o p e r a t i o n , a l l u n i t 

p a r t i c i p a t i n g areas and expansions and c o n t r a c t i o n s t h e r e o f , 

and a l l expansions or c o n t r a c t i o n s of the u n i t area, s h a l l be 

submitted t o the D i r e c t o r of the O i l Conservation D i v i s i o n f o r 

approval. 



(5) This order s h a l l become e f f e c t i v e upon the approval 

of said u n i t agreement by the Commissioner of Public Lands f o r 

the State of New Mexico irtwl t h e — D i r e c t o i Ul Llie appropriate 

„ rr^-j^-p^ q t a t ( a p , npp^r | miTini i l l llih"*i 11 iv t h a t t h i s 

order s h a l l terminate ipso f a c t o upon the t e r m i n a t i o n of said 

u n i t agreement; and t h a t the l a s t u n i t operator s h a l l n o t i f y 

the D i v i s i o n immediately i n w r i t i n g of such t e r m i n a t i o n . 

(6) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the e n t r y 

of such f u r t h e r orders as the D i v i s i o n may deem necessary. 

DONE a t Santa Fe, New Mexico, on the day and year 

hereinabove designated. 

STATE OF NEW MEXICO 

OIL CONSERVATION DIVISION 

S E A L 

R. L . STAMETS, 

D i r e c t o r 
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PETROLEUM 
CDRPDRRTIDN 

J O H N A . Y A T E S 
V I C E P R E S I D E N T 

B. W. H A R P E R 

SEC. - TREAS. 

S. P. Y A T E S 

PRESIDENT 

1C>5 S O U T H F O U R T H S T R E E T 

ARTESIA , N E W MEXICO 88210 

TELEPHONE ( 5 0 5 ) 748-1471 

July 27, 1986 

O i l Conservation D i v i s i o n 
P.O. Box 2088 

Santa Fe, New Mexico 87501-2088 

A t t e n t i o n : Mr. M.E. Stogner 

Dear Mr. Stogner: 

Enclosed i s an o r i g i n a l signature f o r the consent and R a t i f i c a t i o n on 
the captioned u n i t . Please replace the telecopy you p r e s e n t l y heive i n 
your records w i t h t h i s o r i g i n a l . I f you have any questions, plecise do 
not h e s i t a t e t o c a l l . 

Thank you. 

LEA COUNTY, NEW MEXICO 

Very t r u l y yours, 

YATES PETROLEUM CORPORATION 

JB/krg 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t 

of a copy of the Un i t Agreement and Un i t Operating Agreement f o r the 

development and ope r a t i o n o f the Sandsage State U n i t embracing lands 

s i t u a t e d i n Lea County, New Mexico, which s a i d Agreement i s dated 

June 1, 1986, and acknowledge t h a t they have read the same and are 

f a m i l i a r w i t h the terms and co n d i t i o n s t h e r e o f . The undersigned also 

being the owners of leasehold i n t e r e s t s being committed t o said U n i t 

Agreement and Uni t Operating Agreement do hereby consent t o said U n i t 

Agreement and Un i t Operating Agreement and r a t i f y a l l the terms and 

pr o v i s i o n s t h e r e o f , e x a c t l y the same as i f the undersigned had executed 

the o r i g i n a l o f said U n i t Agreement and Un i t Operating Agreement or a 

counterpart t h e r e o f . 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date s e t f o r t h i n t h e i r r e s p e c t i v e acknowledgments. 

Midland, TX 79701 

STATE OF Oklahoma 

ss 
COUNTY OF Oklahoma ) 

The foregoing instrument was acknowledged before me t h i s 25th day 
of J u l y , 1986 by G. A. R a t c l i f f , 

Senior Vi re Prp.si rlenr Eor KERR-McGEE CORPORATION, a 

Delaware c o r p o r a t i o n , on behalf o f sa i d c o r p o r a t i o n . 

My commission expires: 
7-24-89 Notary P u b l i 



T E S 
PETROLEUM 
CDRPDRHTIDN 

W.J. "J IM" BALL, JR. 
LANDMAN 

1 05 South 4th Street 
Artesia New f./exicu HSi i 0 

Bus. (505) 748-1471 
Res ;505) 623-8485 



State of N e w AAexico 

JIM BACA 
COMMISSIONER 

Com misstoner of RJ>kc Lancls 
J u l y 28 , 1986 

P.O. BOX 11*8 
SANTA FE, NEW MEXICO 8 7 5 0 * - U « 

Yates Petroleum C o r p o r a t i o n 
A t t n : Mr. Jim B a l l 
207 South F o u r t h S t r e e t 
A r t e s i a , New Mexico 88210 

Re : 

Gentlemen : 

The C o m m i s s i o n e r o f Pub 1 i l ^ Lands has t h i s d a t e g r a n t e d ^ y o u 
f i n a l a p p r o v a l t o the Sandsagel S t a t e U n i t Agreement, __Le_a—-6-tfu n t y , 
New M e x i c o . I t i s our under s n m d i n g — t - h a t — T r a c T No"!12 i s n o t 
c o m m i t t e d t o t h e u n i t a t t h i s t i m e . The e f f e c t i v e d a t e of yo u r 
a g r e e m e n t i s J u l y 28, 1986. Our a p p r o v a l i s s u b j e c t t o l i k e 
a p p r o v a l by the New Mexico O i l C o n s e r v a t i o n D i v i s i o n . 

As per y o u r c o n v e r s a t i o n w i t h t h i s o f f i c e p l e a s e s u b m i t a 
r e v i s e d E x h i b i t " An and "B" s c h e d u l e r e f l e c t i n g t h e c u r r e n t 
changes which have r e c e n t l y occured on t h i s d a t e . 

Enclosed are Five (5) C e r t i f i c a t e s of A p p r o v a l . 

Your f i l i n g f e e i n the amount o f $210.00 has been r e c e i v e d . 

I f we may be of f u r t h e r h e l p p l e a s e do n o t h e s i t a t e t o c a l l 
on us. 

Very t r u l y y o u r s , 

JIM BACA 
COMMISSIONER OF PUBLIC LANDS 

BY 
FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5744 

JB/FOP/pm 
enc1s. 
cc: OCD-Santa Fe, New Mexico 



NEW MEXICO STATE LAND OFFICE 

CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

There having been presented to the undersigned Commissioner of Public 
Lands of the State of New Mexico for examination, the attached Agreement 
for the development and operation of acreage which i s described w i t h i n 
the attached Agreement, dated June 1, 1986 ,which said 
Agreement has been executed by parties owning and holding o i l and gas 
leases and roy a l t y interests i n and under the property described, and up­
on examination of said Agreement, the Commissioner finds: 

(a.) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement, the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
i n place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands w i t h i n the area. 

(d) That such agreement i s i n other respects for the best 
interests of the state, w i t h respect to state lands. 

NOV/,THEREFORE, by v i r t u e of the authority conferred upon me under 
Sections 19-10-45, 19-10-46, 19-10-47, New Mexico Statutes Annotated, 
1978 Compilation, I , the undersigned Commissioner of Public Lands of 
the State of New Mexico, do hereby consent to and approve the said Agreer-
ment, however, such consent and approval being l i m i t e d and r e s t r i c t e d to 
such lands w i t h i n the Unit Area, which are e f f e c t i v e l y committed to the 
Unit Agreement as of t h i s date, and, f u r t h e r , that leases insofar as the 
lands covered thereby committed to t h i s Unit Agreement s h a l l be and the 
same are hereby amended to conform with the terms of such Unit Agreement, 
and said leases s h a l l remain i n f u l l force and e f f e c t i n accordance with 
the terms and conditions of said Agreement. This approval i s subject to 
a l l of the provisions and requirements of the aforesaid statutes. 

IN WITNESS WHEREOF, t h i s C e r t i f i c a t e of Approval i s executed, with seal 
a f f i x e d , t h i s 28th day of July , 19 86 

kM" 
COMMISS 
of the 

ER OF PUBLIC LANDS 
ate of New Mexico 

-26 



US1T AGREEMENT 
H » IHE DEVELOPMENT AND OPERATION 

OF THE 

SANDSAGE STATE UNIT AREA 

LEA ___COUNTY, NEW MEXICO 

NO. 

THIS AGREEMENT, entered i n t o as of the 1st day of June 

1? 86 by and between the parties subscribing, r a t i f y i n g or consenting hereto, and 

herein referred to as the "parties hereto"; 

WITNESSETH: 

WHEREAS, the parties hereto are the owners of working.royalty, or other 

o i l or gas inter e s t s i n the un i t area subject to t h i s agreement; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of the Legislature (Sec 3, Chap. 88, Laws 1943) as amended 

by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, A r t . 10, Sec. 45, N. M. Statutes 

1978 Annot.), to consent to and approve the development or operation of State Lands 

under agreements made by lessees of State Land j o i n t l y or severally with other lessees 

where such agreements provide for the u n i t operation or development of part of or a l l 

of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 

19, A r t . 10, Sec. 47, N.M. Statutes 1978 Annotated) to amend with the approval of 

lessee, evidenced by the lessee's execution of such agreement or otherwise, any o i l 

and gas lease embracing State Lands so that the length of the term of said lease may 

coincide with the term of such agreements f o r the u n i t operation and development of 

part or a l l of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the O i l Conservation D i v i s i o n of the Energy and Minerals Depart-

ment of the State of New Mexico (hereinafter r e f e r r e d to as the "D i v i s i o n " ) , i s 

authorized by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being 

Section 70-2-1 et seq. New Mexico Statutes Annotated, 1978 Compilation) to approve 

this agreement and the conservation provisions hereof; and 

WHEREAS, the parties hereto hold s u f f i c i e n t interests i n the Sandsage 

State Unit Area covering the land hereinafter described to give reasonably 

ef f e c t i v e control of operations therein; and 

f 



WHEREAS, i t is the purpose of the parties hereto to conserve natural 

resources, prevent waste and secure other benefits obtainable through development and 

operation of the crea subject to this agreement under the terms, conditions and lim­

itations herein set forth; 

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 i s hereby designated and re­

cognized as constituting the unit area: 

Township 15 South, Range 35 East, NMPM 
Section 51 E/2 Section 20: E/2, 
Section 9: A l l Section 21: A l l I 
Section 16: A l l Section 29: N/2 
Section 17: E/2 I 
Lea County, New Mexico 
Containing 3,360 acres, more or less 

Exhibit "A" attached hereto is a map showing the unit area and the bound­

aries 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 o i l and gas interests in 

a l l lands in the unit area. However, -nothing herein or i n said schedule or map sh a l l 

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 bv 

such party. Exhibits "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 Oil 

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: A l l o i l , gas, natural gasoline, and associated fluid 

hydrocarbons in any and a l l formations of the unitized land are unitized under the t e n 

of this agreement and herein are called "unitized substances". 

3. UNIT OPERATOR: YATES PETROLEUM CORPORATION .whose address is 

105 South Fourth Street, Artesia, NM 88210 i s hereby designated as unit operator 

and by signature hereto commits to this agreement a l l interest in unitized substances 

vested in i t as set forth in Exhibit "B", and agrees and consents to accept the -i^t':. 

and obligations of unit operator for the discovery, development and production of uni­

tized 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 .m 

(2) 



owner of interests i s utiicixed -substances,, and The term "working i n t e r e s t owner" vltvn 

used herein s h a l l include t r r "refer to u n i t operator as the owner of a working i n t e n ' s i 

when such an int e r e s t i s owned by i t . 

A. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator s h a l l have the 

r i g h t to resign at any time but such resignation s h a l l not become e f f e c t i v e u n t i l a 

successor u n i t operator has been selected and approved i n the manner provided for i n 

Section 5 of th i s agreement. The resignation of the u n i t operator s h a l l not release 

the u n i t operator from any l i a b i l i t y or any default by i t hereunder occurring p r i o r 

to the e f f e c t i v e date of i t s resignation. 

Unit operator may, upon default or f a i l u r e i n the performance of i t s duties 

or obligations hereunder, be subject to removal by the same percentage vote of the 

owners of working interests determined i n l i k e manner as herein provided for the selec­

t i o n of a new uni t operator. Such removal s h a l l be e f f e c t i v e upon notice thereof to 

the Commissioner and the Division. 

The resignation or removal of the u n i t operator under t h i s agreement s h a l l 

not terminate his r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or other 

i n t e r e s t i n unitized substances, but upon the resignation or removal of u n i t operator 

becoming e f f e c t i v e , such u n i t operator s h a l l deliver possession of a l l equipment, 

materials, and appurtenances used i n conducting the u n i t operations and owned by the 

working i n t e r e s t owners to the new duly q u a l i f i e d successor u n i t operator, or to the 

owners thereof i f no such new un i t operator i s elected, to be used fo r the purpose of 

conducting u n i t operations hereunder. Nothing herein s h a l l be construed as authorizing 

removal of any material, equipment and appurtenences needed for the preservation of 

wells . 

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator s h a l l resign as u n i t 

operator or s h a l l be removed as hereinabove provided, the owners of the working i n t e r e s t 

according to t h e i r respective acreage interests i n a l l unitized land s h a l l by a majority 

vote select a successor u n i t operator; provided that, i f a majority but less than sevent 

f i v e percent(75%) of the working interests q u a l i f i e d to vote i s owned by one party to th 

agreement, a concurring vote of s u f f i c i e n t additional p a r t i e s , so as to constitute i n 

the aggregate not less than seventy-five percent (.15''.) of the t o t a l working i n t e r e s t s , 

s h a l l be required to select a new operator. Such selection s h a l l not become e f f e c t i v e 

u n t i l (a) a unit operator so selected s l i a l l accept i n w r i t i n g the duties and responsi-

b i l i t i e s of unit operator, and (b) the selection shall have been approved by the Co™.-

issioncr. I f no successor unit operator is selected and q u a l i f i e d as herein provided, 

the Commissioner at his election, with notice to the Division, may declare t h i s unit 

ment terminated. 
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6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n the f i r s t i n s t a n t 

a l l costs and expenses incurred i n conducting u n i t operations hereunder, and such costs 

and expenses and the working i n t e r e s t benefits accruing hereunder s h a l l be apportioned, 

among the owners of the un i t i z e d working interests i n accordance with an operating 

agreement entered in t o by and between the u n i t operator and the owners of such interests, 

whether one or more, separately or c o l l e c t i v e l y . Any agreement or agreements entered 

i n t o between the working i n t e r e s t owners and the un i t operator as provided i n th i s s o c t i . 

whether one or more, are herein referred to as the "Operating Agreement". No such agree­

ment s h a l l be deemed either to modify any of the terms and conditions of t h i s u n i t agree­

ment or to reliev e the u n i t operator of any r i g h t or ob l i g a t i o n established under t h i s 

u n i t agreement and i n case of any inconsistencies or c o n f l i c t between t h i s u n i t agree­

ment and the operating agreement, t h i s unit agreement s h a l l p r e v a i l . 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise s p e c i f i c a l l y 

provided herein, the exclusive r i g h t , p r i v i l e g e and duty of exercising any and a l l 

r i g h t s of the parties hereto which are necessary or convenient for prospecting for.pro­

ducing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the unitized substances are hereby delega­

ted to and s h a l l be exercised by the u n i t operator as herein provided. Acceptable e v i ­

dence of t i t l e to said r i g h t s s h a l l be deposited with said u n i t operator and, together 

with this agreement, s h a l l constitute and define the r i g h t s , privileges and obligations 

of unit operator. Nothing herein, however, s h a l l be construed to transfer t i t l e to any 

land or to any lease or operating agreement, i t being understood that under t h i s agree­

ment the u n i t operator, i n i t s capacity as unit operator, s h a l l exercise the ri g h t s of 

possession and use vested i n the parties hereto only for the purposes herein specified. 

8.. DRILLING TO DISCOVERY: The u n i t operator s h a l l , w i t h i n s i x t y (60) days 

a f t e r the e f f e c t i v e date of t h i s agreement, commence operations upon an adequate test 

w e l l for o i l and gas upon some part of the lands embraced w i t h i n the un i t area and sh a l l 

d r i l l said w e l l with due diligence to a depth s u f f i c i e n t to a t t a i n the top of the 

Austin T.imp formation or to such a depth as unit i z e d substances s h a l l 

be discovered i n paying quantities at a lesser depth or u n t i l i t s h a l l , i n the opinion 

of u n i t operator, be determined that the further d r i l l i n g of said w e l l s h a l l be unwarran 

ted or impracticable; provided, however, that unit"operator s h a l l not, i n any event, be 

required to d r i l l said well to a depth i n excess of 13,200 f eet. 

U n t i l a discovery of a deposit of unitized substances capable of being produced in. pay:r. 

quantities (to w i t : quantities s u f f i c i e n t to repay the costs of d r i l l i n g and producing 

operations with a reasonable p r o f i t ) unit operator shall continue d r i l l i n g di1igont1y, 

one well at a time, allowing not more than six months between the completion of one w.-Ll 

and the beginning of the next w e l l , u n t i l a well capable of producing unitized substanc-
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i n paying quantities i s complete*! t o the Jiati a f a c t i o n of the Commissioner or u n t i l 

i t i s reasonably proven to the s a t i s f a t i o n of the unit operator that the u n i t i z e d land 

is incapable of producing unitized substances i n paying quantities i n the formation 

d r i l l e d hereunder. 

Any w e l l commenced p r i o r to the e f f e c t i v e date of thi s agreement upon the 

un i t area and d r i l l e d to the depth provided herein f o r the d r i i i i n g of an i n i t i a l test 

w e l l s h a l l be considered as complying with the d r i l l i n g requirements hereof with respect 

to the i n i t i a l w e l l . The Commissioner may modify the d r i l l i n g requirements of t h i s 

section by granting reasonable extensions of time when i n his opinion such action i s 

warranted. Upon f a i l u r e to comply with the d r i l l i n g provisions of t h i s a r t i c l e the 

Commissioner may, a f t e r reasonable notice to the u n i t operator and each working interest 

owner, lessee and lessor at t h e i r l a s t known addresses, declare t h i s u n i t agreement 

terminated, and a l l r i g h t s , privileges and obligations granted and assumed by t h i s u n i t 

agreement s h a l l cease and terminate as of such date. 

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: 

Should un i t i z e d substances - i n paying quantities be discovered upon the unit 

area, the u n i t operator "shall on or before s i x months from the time of the completion of 

the i n i t i a l discovery w e l l and w i t h i n t h i r t y days a f t e r the expir a t i o n of each twelve 

months period thereafter, f i l e a report with the Commissioner and Division of the 

status of the development of the u n i t area and the development contemplated f o r the 

following twelve months period. 

I t i s understood that one of the main considerations f o r the approval of t h i s 

agreement by the Commissioner of Public Lands i s to secure the orderly development of 

the unitized lands i n accordance with good conservation practices so as to obtain the 

greatest ultimate recovery of unitized substances. 

After discovery of unitized substances i n paying q u a n t i t i e s , u n i t 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. 

I f the u n i t operator should f a i l to comply with the above covenant for reason­

able development t h i s agreement may be terminated by the Commissioner as to a l l lands of 

the State of New Mexico embracing undeveloped regular well spacing or proration u n i t s , 

but i n such event, the basis of p a r t i c i p a t i o n by the working int e r e s t owners sh a l l 

remain the same as i f t h i s agreement had not been terminated as to such lands; provided, 

however, the Commissioner shall give notice to the unit operator and the lessees of rc-tie-

i n the manner prescribed by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of in t e n t i o n : 

cancel on account of any alleged breach of said covenant for reasonable development aiv! 
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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 tho 

unit operator shall be given a reasonable opportunity after a final determination with­

in which to remedy any default, failing in which this agreement shall be terminated as 

to a l l lands of the State of New Mexico embracing undeveloped regular well spacing or 

proration units. 

/•V Notwithstanding any of the provisions of this Agreement to the contrary, a l l 

undeveloped regular well spacing or proration unit tracts within the unit boundaries 

embracing lands of the State of New Mexico shall be automatically eliminated from this 

Agreement and shall no longer be a part of the unit or be further subject to the terns 

of this Agreement unless at the expiration of five years (5) after the f i r s t day of the 

month following the effective date of this Agreement diligent d r i l l i n g operations are 

in progress on said tracts. 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of pro­

ducing unitized substances in paying quantities, the owners of working interests shall 
4 

participate i n the production therefrom and in a l l other producing wells which may be 

drilled pursuant hereto i n 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 particpating therein. For the purpose of determin­

ing any benefits accuring 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 i t 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 s e l l or dispose of the same, and nothing 

herein contained shall be construed as giving or granting to the unit operator the right 

to s e l l or otherwise dispose of the proportionate share of any working interest owner 

without specific authorization from time to time so to do. 

11. ALLOCATION OF PRODUCTION: A l l unitized substances produced from each tract 

i n the un i t i z e d area established under this agreement, except any part thereof used r-r 

production or development purposes hereunder, or unavoidably l o s t , s h a l l 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 

tr a c t shall have allocated to i t such percentage of said production as i t s area bears to 
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• the e n t i r e unitized area. I t i s hereby agreed that production oE unitized substjuu's 

from the u n i t i z e d aTea s h a l l be all o c a t e d as -provided herein, regardless of whether 

any wells are d r i l l e d on any -particular t r a c t s of said unitized area. 

12.. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: 

A l l rentals due the State of New Mexico s h a l l be paid by the respective lease 

owners i n accordance with the terms of t h e i r leases. 

A l l r o y a l t i e s due to the State of New Mexico under the terms of the leases 

committed to t h i s agreement s h a l l be computed and paid on the basis of a l l u n i t i z e d 

substances allocated to the respective leases committed hereto; provided, however, 

the State s h a l l be e n t i t l e d to take i n kind i t s share of the unitized substances a l ­

located to the respective leases, and i n such case the u n i t operator s h a l l make de­

l i v e r i e s of such royalty o i l i n accordance with the terms of the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands other than the 

State of New Mexico, s h a l l be paid by the respective lease owners i n accordance w i t h 

the terms of t h e i r leases and a l l r o y a l t i e s due under the terms of any such leases 

s h a l l be paid on the basis of a l l unitized substances allocated to the respective 

leases committed hereto. 

I f the u n i t operator introduces gas obtained from sources other than the 

unit i z e d substances i n t o any producing formation for the purpose of repressuring, 

stimulating or increasing the ultimate recovery of unitized substances therefrom, a 

l i k e amount of gas, i f available, w i t h due allowance for loss or depletion from any 

cause may be withdrawn from the formation i n t o which the gas was introduced r o y a l t y 

free as to dry gas but not as to the products extracted therefrom; provided, that 

such withdrawal s h a l l be at such time as may be provided i n a plan of operation con­

sented to by the Commissioner and approved by the Division as conforming to good pet­

roleum engineering practice; and provided f u r t h e r , that such r i g h t of withdrawal s h a l l 

terminate on the termination of thi s u n i t agreement. 

I f any lease committed hereto i s burdened with an overriding r o y a l t y , payment 

out of production or other charge i n addition to the usual royalty,the owner of each SIK 

lease s h a l l bear and assume the same out of the unitized substances allocated to the 

lands embraced i n 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 a l l leases, subleases, operating a~r^ • 

ments and other contracts r e l a t i n g to the exploration, d r i l l i n g development or opera­

t i o n for o i l 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 w i t h i n tlie unitized area to the extent necessary to make the sane 
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conform to the provisions hereof and so t l i a t the respective terms of said leases JH.I 

agreements w i l l be extended insofar as necessary to coincice with the terms of th i s 

agreement and the approval of this agreement by the Commissioner and the respective 

lessors and lessees shall be ef f e c t i v e to conform the provisions and extend tlie terms 

of each such lease as to lands w i t h i n the unitized area to the provisions and terms of 

this agreement; but otherwise to remain i n f u l l force and e f f e c t . Each lease connitt-J 

to t h i s agreement, insofar as i t applies to lands w i t h i n the unitized area, s h a l l con­

tinue i n force beyond the terra provided therein as long as this agreement remains ir. 

e f f e c t , provided, d r i l l i n g operations upon the i n i t i a l test well provided for herein 

shall have been commenced or said well i s i n the process of being d r i l l e d by the unit 

operator p r i o r to the expiration of the shortest term lease committed to th i s agree­

ment. Termination of th i s agreement sh a l l not affect any lease which pursuant to the 

terms thereof or any applicable laws would continue i n f u l l force and e f f e c t thereafter 

The commencement, completion, continued operation or production on each of the leasehol. 

interests committed to t h i s agreement and operations or production pursuant to th i s 

agreement s h a l l be deemed to be operations upon and production from each leasehold i n ­

terest committed hereto and there s h a l l be no obligation on the part of the unit oper­

ator or any of the owners of the respective leasehold interests committed hereto to c r i 

of f s e t to wells as between the leasehold interests committed to t h i s agreement, except 

as provided i n Section 9 hereof. 

Any lease embracing lands of the State of New Mexico of which only a portion 

i s committed hereto s h a l l be segregated as to the portion committed and as to the por­

t i o n not committed and the terms of such leases shall apply separately as two separate 

leases as to such segregated portions, commencing as of the e f f e c t i v e date hereof. Not­

withstanding any of the provisions of this agreement to the contrary, any lease embraci 

lands of the State of New Mexico having only a portion of i t s lands committed hereto sh. 

continue i n f u l l force and ef f e c t beyond the term provided therein as to a l l lands em­

braced w i t h i n the unitized area and committed to this agreement, i n accordance with the 

terms of t h i s agreement. I f o i l and gas, or either of them, are discovered and are be­

ing produced i n paying quantities from some part of the lands embraced i n such lease 

which part i s committed to this agreement at the expiration of the secondary term of su 

lease, such production shall not be considered as production from lands embraced i n >•:.-

lease which are not wi t h i n the unitized area, and which are not committed thereto, ^r.-

d r i l l i n g or reworking operations upon some part of the lands embraced w i t h i n the uni'.i.; 

area and committed to this agreement shall be considered as d r i l l i n g and reworking cr 

ations only as to lands embraced w i t h i n 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 r,'0w Mexico having only a portion of i t s la:u.? 

j 
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committed hereto upon which o i l and gas. or ei t h e r of them, has been discovered i s 

discovered upon that portion of such lands not committed to this agreement, and are 

being produced i n paying quantities p r i o r to the expiration of the primary term or 

such lease, such production i n paying quantities s h a l l serve to continue such lease 

i n f u l l force and e f f e c t i n accordance with i t s terms as to a l l of the lands embraced 

i n said lease. 

14,. CONSERVATION: Operations hereunder and production of un i t i z e d substances 

shall be conducted to provide for the most economical and e f f i c i e n t recovery of said 

substances without waste, as defined by or pursuant to State laws or regulations. 

15. DRAINAGE: In the event a wel l or wells producing o i l or gas i n paying 

quantities should be brought i n on land adjacent to the u n i t area draining unitized 

substances from the lands embraced therein, u n i t operator s h a l l d r i l l such o f f s e t well 

or wells as a reasonably prudent operator would d r i l l under the same or si m i l a r c i r ­

cumstances. 

16. COVENANTS RUN WITH LAND: The covenants herein s h a l l be construed to be 

covenants running with the land with respect to the interests of the parties hereto 

and t h e i r successors i n i n t e r e s t u n t i l this agreement terminates, and any grant, 

transfer or conveyance of int e r e s t i n land or leases subject hereto s h a l l be and here­

by i s conditioned upon the assumption of a l l privileges and obligations hereunder to 

the grantee, transferee or other successor i n i n t e r e s t . No assignment or transfer or 

any working, r o y a l t y , or other i n t e r e s t subject hereto s h a l l be binding upon unit op­

erator u n t i l the f i r s t day of the calendar month a f t e r the u n i t operator i s furnished 

with the o r i g i n a l , photostatic, or c e r t i f i e d copy of the instrument of transfer. 

17. EFFECTIVE DATE AND TERM: This agreement sh a l l become e f f e c t i v e upon 

... 5 
approval by the Commissioner and the Division and sha l l terminate i n years 

after such date unless (a) such date of expiration i s extended by the Commissioner, or 

(b) a valuable discovery of unitized substances has been made on un i t i z e d land during 

said i n i t i a l term or any extension thereof i n which case t h i s agreement s h a l l remain i n 

effect so long as unitized substances are being produced i n paying quantities from the 

unitized land and, should production cease, so long thereafter as d i l i g e n t operations are 

i n progress for the restoration of production or discovery of new production and r.o l.-.-se 

thereafter as the unitized substances so discovered are being produced as aforesaid. Tii* 

agreement may be terminated at any time by not less than seventy-five percent (75".) c~. 

an acreage basis of the owners of the working int e r e s t s , signatory hereto, with the i . ^ r 

of the Commissioner and with notice to Division. Likewise, the f a i l u r e to comply vit.; ; L. 
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d r i l l i n g requirements of Section 8 hereof, may subject t h i s agreement to termina­

t i o n as provided i n said section. 

18. RATE OF PRODUCTION: A l l production and the disposal thereof s h a l l be 

i n conformity with a l l o c a t i o n s , allotments, and quotas made or fixed by the Commission, 

and i n conformity w i t h a l l applicable laws and lawful regulations. 

19. APPERANCES: Unit operator s h a l l , a f t e r notice to other parties affected, 

have the r i g h t to appear for and on behalf of any and a l l 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 r e l i e f 

from any of said regulations or i n any proceedings on i t s own behalf r e l a t i v e to opera­

tions pending before the Commissioner or Division; provided, however, that any other 

in t e r e s t party s h a l l also have the right, at his own expense to appear and to p a r t i ­

cipate i n any such proceeding. 

20. NOTICES: A l l notices, demands, or statements required hereunder to be 

given or rendered to the parties hereto, shall be deemed f u l l y given, i f given i n 

w r i t i n g and sent by postpaid registered mail, addressed to such party or parties at 

th e i r respective addresses, set f o r t h i n connection with the signatures hereto or to 

the r a t i f i c a t i o n or consent hereof, or to such other address as any such party may 

have furnished i n w r i t i n g to party sending the notice, demand, or statement. 

21. UNAVOIDABLE DELAY: A l l obligations under th i s agreement requiring the 

unit operator to commence or continue d r i l l i n g or to operate on or produce unitized 

substances from any of the lands covered by thi s agreement, shall be suspended while, 

but only so long as, the unit operator, despite the exercise of due care and diligence, 

i s prevented from complying with such obligations, i n whole or i n part, by s t r i k e s , 

war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents, 

uncontrollable delays i n t r a n s o o r t a t i o n , i n a b i l i t y to obtain necessary material i n open 

market, or other matters beyond the reasonable control of the unit operator, whether 

similar to matters herein enumerated or not. 

22. LOSS OF TITLE: In the event t i t l e to any tract of unitized land or 

substantial i n t e r e s t therein shall f a i l , and the true owner cannot be induced to j o i n 

the u n i t agreement so that such tract is not committed to this agreement, or the oper­

ation thereof hereunder becomes impracticable as a re s u l t thereof, such t r a c t may be 

eliminated from the unitized area, and the in t e r e s t of the parties readjusted as a re­

sult of such t r a c t being eliminated from the unitized area. In the event of a dispute 

as to the t i t l e to any royalty, working, or other interest subject hereto, the unit 

operator may withhold payment or delivery of the allocated portion of the unitized 
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substances involved am - a c e — x tkwl+ m m * k m m T l i a b i l i t y for i n t e r e s t u n t i l rhe d i s ­

pute is f i n a l l y s e t t l e d , provided Tixat vo payments of funds due the State of Now Mexico 

shall be withheld. Unit Operator, as such, is relieved from any r e s p o n s i b i l i t y for any 

defect or f a i l u r e of any t i t l e hereunder. 

23. SUBSEQUENT JOINDER: Any o i l or gas int e r e s t i n lands w i t h i n the u n i t 

area not committed hereto, p r i o r to the submission of the agreement for f i n a l approval 

by the Commissioner and the Division, may be committed hereto by the owner or owners 

of such r i g h t s , subscribing or consenting to t h i s agreement, or executing a r a t i f i ­

cation thereof, and i f such owner i s also a working i n t e r e s t owner, by subscribing to 

the operating agreement providing fo r the a l l o c a t i o n of costs of exploration, develop­

ment, and operation. A subsequent joinder s h a l l be e f f e c t i v e as of the f i r s t day of.the 

month following the approval by the Commissioner and the f i l i n g with the Division of 

duly executed counterparts of the instrument or instruments committing the i n t e r e s t of 

such owner to t h i s agreement, but such j o i n i n g party or p a r t i e s , before p a r t i c i p a t i n g 

i n any benefits hereunder, s h a l l be required to assume and pay to u n i t operator, t h e i r 

proportionate share of .the u n i t expenses incurred p r i o r to such party's or parties 

joinder i n the u n i t agreement, and the u n i t operator s h a l l make appropriate adjustments 

caused by such joinder, without any retro a c t i v e adjustment or revenue. 

24. COUNTERPARTS: This agreement may be executed i n any number of counter­

parts, no one of which needs to be executed by a l l p a r t i e s , or may be r a t i f i e d or con­

sented to by separate instrument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g hereto, and s h a l l 

be binding upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 

or consent hereto with the same force and e f f e c t as i f a l l such parties had signed the 

same document, and regardless of whether or not i t i s executed by a l l other parties 

owning or claiming an in t e r e s t i n the lands w i t h i n the above described u n i t area. 

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree­

ment to be executed as of the respective dates set f o r t h opposite t h e i r signatures.. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

OTHER WORKING INTEREST OWNERS 

Company 

DATE: BY: 

r 



STATE OP NEW MEXICO ) 
: ss 

COUNTY OF EDDY ) 

The foregoing instrument was acknowledged before me this 3rd day of June, 
1986 by John A. Yates, Attorney-in-Fact for YATES PETROLEUM CORPORATION, a 
New Mexico corporation, on behalf of said corporation. 

My commission expires: / ^ y ^ ^ ^ a ^ ^ j ^^^24a~^J<^^ 
/ h . e u ^ A ^ / / 9 9 A Notary Public 
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( OIL & GAS LEASE < 
T I M S A G U K K M K N T mad. thia 7 f t f V l . l . y of J u n e i \ > — 3 Q between 

James Reed M c C r o r y , d e a l i n g i n h i s s e p a r a t e p r o p e r t y , 

o f P. 0 . Box 25764 , A l b u q u e r q u e , New M e x i c o 87125 

Phone number (505) 247-8883 0 , 
YATES PETROLEUM CORPORATION-407„; YATES DRILLING CaiPANY-207o; ABO PETROLEUM CORPORATION-207a• 

^ ^ W o r m ^ m ^ , r M Q a J O % a l l New Mexico Corpora ions, 
1. Le»aor . In conalderatlon of T K N A N D O T H K R D O l . I - A R S In hand p a M , r e r e i p l o f which in here acknowledged, and of the rnyalt le* herein provided and 

of the agreement* of the leaitee herein contained, hereby granti*. leaaea and lela exclumvely un to le*tnee f o r the pu rpme of inveat i i ta t tng, eM>'orlng, pru-ijM-rlinir, 
d r i l l i n g , and opera t ing fo r and producing o i l and gaa, i n j e c t i n g aaa, watern, other f fu ida , and air i n t u auoaurface a l r a l a , l ay ing pipe linen, i t o r i n g o i l . b u i l d i n g 
tanka, roadway, , telephone tinea, and other structure-) and thinga thereon to produce, aave, take care of , t reat , proeetta. atore and t ranapor t -laid minera l* , the 

Lea 
f o l l o w i n g described land i n County . New Mexico , t o - w l t : 

Township 15 South-Range 35 East 
Section 17: N% 

For i h r purpose o f ca lcula t ing the r en ta l payment* here inaf te r provided f o r , said land Is est imated to compr i s e -

320.00 
_ acres, whether t t ac tua l ly 

comprises more or learn. 
2. Subject u> the other provisions hprein contained, thia lease shall r e m a i n i n force f o r a t e r m of A years f r o m this date (called " p r i m a r y t e r m " ) , and 

aa long thereaf te r aa o i l or ita*. ia produced f r o m said land or land w i t h wh ich said land is pooled. H " 
S. The royalties to be paid by lessee a re : 4a) on o i l , and on other l i q u i d hydrocarbons saved at the we l l , iV of t h a t produced and saved f r o m said l and , 

nam** to be delivered at the **ells or to the credit of leaflor in the pipe l ine to w h i c h the wells may be con nected ; (b > on gas. includinK casinghead gas and a l l gas­
eous substances, produced f r o m said land and nold or UAed o f f the premuies os in the m a n u f a c t u r e of gasoline or other p roduc i t he re f rom, i h r market value at 
the mouth of the well of X, of the iras ao sold or used, provided tha t on ua* sold at the wells the roya l ty shall he of the amount realised f r o m 
such aale; le) and at any time^+when thia lease is not validated by other provis ions hereof and there ia a gas and/or condenaate wel l on said land, or land pooled 
t he r ewi th , but gaa and/or condensate U not being MO sold or used and such wel l is shut i n . e i ther before or a f t e r p roduc t ion t h e r e f r o m , then on or before 90 days 
a f t e r said well is shut i n , a r d thereaf te r at annual in tervals , lessee may pay or tender an advance annua l shut- in roya l ty equal to the amount of delay renta ls 
provided f o r in thia lease fo r the acreage then held under this lease by the pa r ty making; such payment or tender, and so long as said shut- in roya l ty is pa id or 
tendered thia lease shall not t e rmina te and i t w i l l be considered under a l l clauaes hereof t ha t EBB ia being produced f r o m the leased premises in pay ing quant i t i es . 
Each such payment sha l l be paid or tendered to the pa r ty or parties who at the t ime of auch payment would be en t i t l ed t o receive the royalties which would be 
paid under thia lease i f the wel l were in fac t p roduc ing , or be paid or tendered to the c red i t of such p a r t y or part ies i n the depository bank and i n the manner 
here inaf ter provided f o r the payment of rentals . 

4. I f operations f o r d r i l l i n g are no t commenced on said land or on land pooled t h e r e w i t h on or before one (1) year f r o m this date, th is lease shal l t e r m i n a t e (See Par #12") $320.00 
as to both parties, unleaa on or before one f l ) year f r o m this date lessee shal l pay or tender t o the lessor a ren ta l of % ^ <^~^ ' ' w h i c h 
shall cover the pr iv i lege of de fe r r ing commencement of such operations f o r a per iod of twe lve (12) months . I n l ike manner and upon l ike payments or tenders, 
annual ly , the commencement of said operations may be f u r t h e r deferred f o r successive periods o f twe lve (1?) months each d u r i n g the p r i m a r y t e r m . Paymen t 

or tender may be made to the lessor o r t o the c red i t o f the lessor i n the L i b e r t y N a t i o n a l B a n k B l l n k 

at _P . 0 . Box 1627 , L o v i n g t o n . New M e x i c o 88260 w h i c h h. n k_ o r a n y „ o r t h m o f > .„.„ 
continue to be the agent f o r the lessor and lessor's heirs and assigns. I f such bank (or any successor bank) shal l f a i l , l iquidate , or be succeeded by another bank, 
or f o r any reason shal l f a i l or refuse to accept r en t a l , lessee shall not be held i n de fau l t u n t i l t h i r t y (30) days a f t e r lessor shall deliver to lessee a recordable 
in s t rumen t m a k i n g provis ion f o r another acceptable method of payment o r tender , and any depository charge is a l i a b i l i t y o f the lessor. The payment or tender 
of r en ta l may be made by check or d r a f t o f lessee, mai led or delivered to said bank or lessor, or any lessor i f more than one, on or before the ren ta l p a y i n g 
date. A n y t ime ly payment or tender of r en ta l or shut - in royal ty which is made in a bona f i d e a t t emp t to make proper payment , but which is erroneous i n 
whole or in p a r t as to parties, amounts, or depositories shall nevertheless be s u f f i c i e n t to prevent t e r m i n a t i o n of th is lease i n the same manner as though a 
proper payment had been made: provided, however, lessee shall correct such e r ro r w i t h i n t h i r t y (30) days a f t e r lessee has received w r i t t e n notice thereof by 
ce r t i f i ed m a i l f r o m lessor together w i t h such ins t ruments as are necessary t o enable lessee t o make proper payment . 

5. Leasee is hereby granted the r i g h t and power, f r o m t ime to t ime , to pool or combine th is let.Be, the land covered by i t or any pa r t or horizon thereof 
w i t h any other land, lease, leases, mine ra l estates or parts thereof f o r the p roduc t ion o f o i l o r gas. U n i t s pooled hereunder shal l not exceed the standard pro­
r a t i on u n i t f i x e d by law or by the New Mexico O i l Conservation Commission or by other l a w f u l a u t h o r i t y f o r the pool or area i n which said land is si tuated, plus 
a tolerance of 10 f / f . Lessee shall f i l e w r i t t e n u n i t designations in the county i n wh ich the premises are located and such units may be designated f r o m t ime t o 
t i m e and either before o r a f t e r the complet ion o f wel ls . D r i l l i n g operations on o r p roduc t ion f r o m any p a r t of any auch u n i t shall be considered fo r alt pur ­
poses, except the payment of royal ty , as operations conducted upon or p roduc t ion f r o m the l and described i n this lease. There shall be allocated to the land 
covered by thia lease included in any such u n i t t ha t po r t i on of the to ta l p roduc t ion o f pooled minera ls f r o m wells in the u n i t , a f t e r deducting any used in lease 
or u n i t operations, wh ich the number of surface acres in the land covered by t h i s lease included i n the u n i t bears to the to t a l number of surface acres i n the 
u n i t . The product ion so allocated shall be considered f o r a l l purposes, i nc lud ing the payment or del ivery of roya l ty , to be the en t i re product ion of pooled minera l s 
f r o m the por t ion of said land covered hereby and included in said u n i t i n the same manner as though produced f r o m said land under the terma of this lease. 
A n y pooled u n i t designated by leasee, as provided herein, may be dissolved by leasee by record ing an appropr ia te i n s t r u m e n t i n the County where the land is s i t ­
uated at any t ime a f t e r the complet ion o f a dry hole or the cessation of p roduc t ion on said u n i t . 

€. I f p r i o r to the discovery of o i l o r gas hereunder, lessee should d r i l l and abandon a d ry hole or holes hereunder, or i f a f t e r discovery of o i l or gas the 
product ion thereof should cease f o r any cause, this lease shall not t e rmina te i f lessee commences r e w o r k i n g or addi t iona l d r i l l i n g operations w i t h i n 60 days 
thereaf te r and d i l i g e n t l y prosecutes the same, or ( i f i t be w i t h i n the p r i m a r y t e r m ) commences or resumes the payment or tender of rentals or commences 
operations f o r d r i l l i n g or r e w o r k i n g on or before the ren ta l paying date next ensuing a f t e r the exp i r a t i on of three months f r o m date of abandonment of said 
d ry hole or holes or the cessation of p roduc t ion . I f at the expi ra t ion of the p r i m a r y t e r m o i l or gas is not being produced bu t lessee is then engaged in operat ions 
f o r d r i l l i n g or r e w o r k i n g of any we l l , th is lease shal l remain in force so long as such operat ions are d i l i gen t ly prosecuted w i t h no cessation o f more than 60 
consecutive days. I f d u r i n g the d r i l l i n g or r e w o r k i n g o f any wel l under th is p a r a g r a p h , lessee loses or junks the hole or wel l and a f t e r di l igent e f f o r t s i n good 
f a i t h is unable t o complete said operations then w i t h i n 30 days a f t e r the abandonment o f said operations lessee may commence another we l l and d r i l l the same 
w i t h due dil igence. I f any d r i l l i n g , add i t iona l d r i l l i n g , or r e w o r k i n g operations hereunder resul t i n p roduc t ion , then thia lease shal l remain in f u l l f o rce so long 
thereaf te r as oi l or gas is produced hereunder. 

7. Lessee shal l have free use of o i l , gas and water f r o m said land, except water f r o m lessor's wells and tanks, f o r a l l operations hereunder, and the r o y a l t y 
shall be computed a f t e r deducting any BO used. Lesaee Bhall have the r i g h t at any t i m e d u r i n g o r a f t e r the exp i ra t ion of this lease to remove al l p roper ty and 
f i x t u r e s placed by lessee on said land, i nc lud ing the r i g h t to draw and remove a l l casing. When required by lessor, lessee w i l l bury a l l pipe lines on cu l t i va t ed 
lands below ord inary plow depth, and no we l l shal l be d r i l l ed w i t h i n t w o hundred feet (200 f t . ) o f any residence or barn now on said land wi thou t lessor's con­
sent. Lessor shall have the pr ivi lege, at his r i sk and expense, of using gas f r o m any gas w e l l on said land f o r stoves and inside l igh ts i n the p r i n c i p a l d w e l l i n g 
thereon, o u t of any surplus gas not needed f o r operations hereunder. 

8. The r igh t s of either pa r ty hereunder may be assigned in whole or i n p a r t and the provisions hereof shall extend to the heirs, executors, admin i s t r a to r s , 
successors and assigns; but no change or d ivis ion in the ownership of the land, o r in the ownersh ip of or r i g h t to receive rentals, royalt ies or payments, however 
accomplished shall operate to enlarge the obl igat ions or d imin ish the r igh t s of lessee: and no such change or d ivis ion shall be b ind ing upon lessee fo r any pur ­
pose u n t i l 30 days a f t e r lessee has been fu rn i shed by cer t i f ied m a i l at lessee's p r i n c i p a l place of business w i t h acceptable ins t ruments or c e r t i f i e d copies 
thereof cons t i t u t ing the chain of t i t l e f r o m the o r i g i n a l lessor. I f any such change i n ownersh ip occurs th rough the death of the owner, lessee may pay o r 
tender any rentals, royalt ies or payment* t o the credi t of the deceased or his estate i n the depository bank u n t i l such t ime as lessee has been fu rn i shed w i t h 
evidence sa t i s fac tory to lessee as to the persons ent i t led to such sums. I n the event of an assignment o f this lease as to a segregated por t ion of said l and , the 
rentals payable hereunder shall be apport ioned as between the several leasehold owners r a t ab ly according to the surface area of each, and de fau l t in r en t a l 
payment by one shall not a f f ec t the r igh t s of other leasehold owners hereunder. A n assignment of this lease, in whole or in par t , shal l , to the extent of auch 
assignment, relieve and discharge lessee of any obl igat ions hereunder, and, i f leasee o r assignee of p a r t or parts hereof shal l f a i l or make defaul t in the paymen t 
of the propor t iona te p a r t of the rentals due f r o m such lessee or assignee or f a i l to comply w i t h any other provis ion o f the lease, such defau l t shall not a/feet th i s 
leaae in so f a r as i t covers a p a r t o f said lands upon which lessee or any assignee thereof sha l l so comply or make such payments . Rentals as used in th i s 
paragraph shal l also include shut- in r o y a l t y . 

9. Should lessee be prevented f r o m comply ing w i t h any express or impl ied covenant of th is lease, or f r o m conduct ing d r i l l i n g or r e w o r k i n g operations here­
under, or f r o m produc ing o i l or gas hereunder by reason of scarci ty or i n a b i l i t y to ob ta in or use equipment or mate r ia l , or by operation o f force ma jeu re , or 
by any Federal or state law or any order, rule or regula t ion of governmenta l a u t h o r i t y , then whi l e so prevented, lessee's duty shal l be suspended, and lessee 
shall not be liable f o r f a i l u r e to comply the rewi th ; and this lease shall be extended whi l e and so long as Jesaee is prevented by any such cause f r o m conduc t ing 
d r i l l i n g or r e w o r k i n g operations on or f r o m producing o i l or gaa hereunder; and the t i m e whi l e lessee is ao prevented shall not be counted against lessee, 
any th ing i n thia lease t o the cont ra ry n o t w i t h s t a n d i n g . 

10. Lessor hereby war ran t s and agree* to defend the t i t l e to said land, a n d agrees t h a t lessee, at Its op t ion , may discharge any tax. mortgage, or o ther 
lien upon said land, and in the event lessee does so, i t shal l be^ subrogated t o auch l ien w i t h the r i g h t to enforce same and apply rentals and rnyaltit-a acc ru ing 
hereunder toward s a t i s f y i n g same. W i t h o u t i m p a i r m e n t of leasee's r igh ts under the w a r r a n t y , i f th is lease covers a less interest in the oi l or gaa in H I I or any 
pa r t of said land than the ent i re and undivided fee s imple ewtate (whether lessor's interest is herein specif ied or not ) then the royalties, shut-in roya l ty , r en t a l 
and other payments, i f any, accruing f r o m any p a r t aa to which this lease covera less than such f u l l interest, shall be paid only in the p ropor t ion which the 
interest there in , i f any, covered by thia lease, bears to the whole and undiv ided fee s imple estate there in . Should any one or more of the parties named above as 
leatora f a i l to execute thia lease, i t shal l nevertheless be b ind ing upon the pa r ty or part ies execut ing the same. 

11. IseMee. i t s /h i s successors, heirs and assigns, shall have the r i g h t at a n y t ime to surrender t h U lease, in whole or in par t , to lessor or his heirs, nucces-
»or», and assigns by de l iver ing or m a i l i n g a release thereof to the lessor, or by p lac ing a release thereof of record in the county in which said hind is s i t u a t e d " 
thereupon Jetuiee shal l be relieved f r o m a l l obl igat ions, expressed or impl ied , o f this agreement as to acreage so surrendered, and thereaf ter the rentals and 
» h u t . l n royal ty payable hereunder shall be reduced i n the p ropor t ion tha t the acreage covered hereby j a reduced by .said release or releaaes% 

12. This i s a paid up lease and a l l renta ls are paid i n f u l l f o r the term of t h i s lease. The 
nair.e o f the depository bank i s inser ted herein soley f o r the purpose o f shut - in r o y a l t y payment; 

Exhib i t "A" attached and signed f o r i d e n t i f i c a 
Executed the day and year f i r s t above w r i t t e n . 

/ .James Reed McCrory 

SS# 462 -66 -0140 



EXHIBIT "A" 

Attached t o and made a p a r t of t h a t c e r t a i n O i l and 
Gas Lease, dated June 26, » 1986, by and between 
James Reed McCrory, Lessor and YATES PETROT.ElIM CORPORATION^ 

eta l . f Lessee. 

A-1 The terms typed h e r e a f t e r s h a l l take precedence over any terms 
contained i n the attached lease. 

A-2 Although Lessee has the r i g h t hereunder to use the surface 
e s t a t e of the above described lands, Lessee s h a l l nevertheless pay to 
the surface owner reasonable sums f o r damages t o the surface e s t a t e , 
i n c l u d i n g reasonable sums f o r damages t o water r i g h t s and improve­
ments, and f o r damages t o l i v e s t o c k and grazing lands. Surface damage 
payments t o the surface owner s h a l l be a t l e a s t the customary or going 
r a t e . 

A-3 Lessee's r i g h t t o continue t h i s lease beyond the primary term 
by payment of " s h u t - i n gas r o y a l t y " s h a l l be l i m i t e d t o a maximum 
period of four (4) years from the e x p i r a t i o n of the primary term of 
t h i s lease. 

A-4 At the e x p i r a t i o n of the primary term hereof, Lessee agrees t o 
commence a continuous d r i l l i n g program on "said land" and t h e r e a f t e r 
continue such program u n t i l a l l the New Mexico O i l Conservation 
Commission or other governing State or Federal Regulatory Agency 
p r o r a t i o n u n i t s have been d r i l l e d , a l l o w i n g not more than one hundred 
ei g h t y (180) days t o elapse between the completion or abandonment of 
one w e l l and commencement of operations f o r the d r i l l i n g of another 
w e l l . Should Lessee f a i l ' t o commence t h i s program or subsequently 
d e f a u l t i n the performance t h e r e o f , then i n e i t h e r event t h i s lease 
s h a l l terminate as t o a l l lands covered hereby, save and except the 
New Mexico O i l Conservation Commission or other governing State or 
Federal Regulatory Agency p r o r a t i o n u n i t f o r each producing w e l l or 
s h u t - i n w e l l . There s h a l l be no l i a b i l i t y on the continuous d r i l l i n g 
program, save and except . f o r the t e r m i n a t i o n of t h i s lease as t o 
nonproductive p r o r a t i o n u n i t s as above provided. 

A-5 Notwithstanding anything t o the c o n t r a r y elsewhere i n t h i s 
lease, t h i s lease i s made by Lessor w i t h o u t warranty of any k i n d , 
express or i m p l i e d . 

D FOR IDENTIFICATION: 

? 5 
i - - 21- & 

mes Reed ̂ McCrory 
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4-year 
OIL & GAS LEASE 

T H I S A G R K K M K N T made thin 2 6 t h d l i y o f J U i e H i 8 6 b e t w e e n . 

L i b e r t y N a t i o n a l Bank , T r u s t e e f o r t h e W. T . Reed T r u s t 

P. O. Box 
.of ..Lovi narxin 

Ttrzi 
NM _BLR2£1L 

YATES PETROLEUM CORPORATION-40%; YATES DRILLING CCMPANY-20%; ABO PETROLEUM C0RP0RATI0N-207o; 
h^MQQ.oW^emi^^o^CrKr2Qy0; a l l New Mexico Corporations. •«,.«: 

1. Lessor, In consideration of T K N A N D O T H K R D O L l ^ A R S In hand pak i , receipt of which (s here acknowledged, and o f the royalt ies herein provided and 
of the agreement* of the lessee herein contained, hereby grants , lea sea and lets exclusively un to lessee fo r the purpose of Inves t iga t ing , e x p l o r i n g , prospect ing, 
d r i l l i n g , and operat ing f o r and producing o i l and gas, i n j e c t i n g gaa, waters, other f l u i d s , and air Into subsurface s t rata , l a y i n g pipe lines, s t o r i n g o i l , bu i ld ing 
tanks, roadways, telephone lines, and other structure*** and th ings thereon to produce, save, take care of , t reat , process, store and t r a n s p o r t said minera ls , the 

f o l l o w i n g described land tn - Lea . C o u n t y , N e w Mexico, t o - w i t : 

Township 15 South-Ran-e 33 East 
Section 17: N% 

aon on 
For the purpose of ca lcula t ing the r en ta l payments he re inaf te r provided f o r , i*aid land is estimated to comprise ^ ^ \ J . \J\J acres, whether i t actual ly 

comprises more or less. 
2. Subject to the other provisions herein contained, this lease shal l r ema in in force fo r a t e r m of Zj. years f r o m th i s date (called " p r i m a r y t e r m " ) , and 

as long thereaf te r aa o i l or gas. is produced f r o m said land or land w i t h wh ich said land is pooled. ^ 
3. The royalties to be paid by lessee a r e : (a) on o i l , and on other l i q u i d hydrocarbons saved at the wel l , -< of t h a t produced and Baved f r o m said land, 

same to be delivered at the wells or to the credi t o f lessor in the pipe l ine t o wh ich the wells may be connected ; (b) on gas. i nc lud ing casinghead gas and a l l gas­
eous substances, produced f r o m j s a i d land and sold or used o f f the premises or i n the manufac tu r e of gasoline or other product t h e r e f r o m , the m a r k e t value at 
the mouth o f the wel l of of the gas so sold or used, provided tha t on g a i sold at the wells the royal ty shall be of the amount realized f r o m 
such sa le : (c) and at any t ime when thia lease LB no t validated by other provisions hereof and there is a gas and /or condensate well on «aid l and , or land pooled 
t he r ewi th , but gas and/or condensate is not being so sold or UBed and such we l l in shut i n , e i ther before or a f t e r product ion t h e r e f r o m , then cn or before 90 days 
a f t e r said well is shut i n . and thereaf te r a t annual intervals , lessee may pay or tender an advance annual shut- in roya l ty equal to the amount o f delay rentals 
provided f o r in thia lease f o r the acreage then held under thia lease by the p a r t y m a k i n g such payment or tender, and so long as said shut- in roya l t y iB paid or 
tendered th is lease shall not te rminate and i t w i l l be considered under a l l clauses hereof t h a t gas is being produced f r o m the leased premises in pay ing quant i t ies . 
Each such payment shal l be paid or tendered to the pa r ty or parties who at the t ime of such payment would be ent i t led to receive the royal t ies which would be 
pa id under this lease i f the well were in f a c t p roducing , or be paid or tendered to the credi t of such pa r ty or parties in the depository bank and in the manner 
he re ina f t e r provided fo r the payment of rentals . 

4. I f operations f o r d r i l l i n g are not commenced on said land or on land pooled t h e r e w i t h on or before one (1) year f r o m this date, th is lease BhaJI t e rmina te 

as to both part ies , unleas on or before one (1) year f r o m this date lessee shal l pay o r tender t o the lessor a r en ta l of I _ C S E E — P A R i — v r 1 2 ) which 
shal l cover the pr iv i lege of de fe r r ing commencement of such operations f o r a per iod o f twelve (12) months. I n l ike manner and upon l ike payments o r tenders, 
a n n u a l l y , the commencement of aaid operations may be f u r t h e r deferred f o r successive periods of twelve (1?) months each d u r i n g the p r i m a r y t e r m . Payment 

or tender may be made to the lessor or to the credi t o f the lessor i n the 
L i b e r t y N a t i o n a l Bank 

P. 0 , Box 1627 , L o v i n g t o n , NM 88260 , wh ich bank, or any successor thereof , shal l 
cont inue t o be the agent f o r the lessor and lessor's heirs and assigns. I f such bank f o r any successor bank) shall f a i l , l iquidate , or be succeeded by another bank, 
or f o r any reason Bhall f a i l or refuse to accept r en t a l , lessee shall not be held i n d e f a u l t u n t i l t h i r t y (30) days a f t e r lessor shall deliver to lessee a recordable 
i n s t r u m e n t m a k i n g provis ion f o r another acceptable method of payment or tender, and any depository charge is a l i a b i l i t y of the lessor. The payment or tender 
of r e n t a l may be made by cheek or d r a f t o f lessee, mailed or delivered to said bank o r lessor, or any lessor i f more than one, on or before the r en ta l pay ing 
date. A n y t i m e l y payment or tender of r en ta l or shut- in roya l ty which is made in a bona f i d e a t t empt to make proper payment , but which is erroneous in 
whole or i n p a r t as to parties, amounts, or depositories shall nevertheless be s u f f i c i e n t to prevent t e rmina t i on of this lease in the same manner as though a 
proper payment had been made; provided, however, lessee shal l correcti such er ror w i t h i n t h i r t y (30) days a f t e r lessee has received w r i t t e n notice thereof by 
c e r t i f i e d m a i l f r o m lessor together w i t h such ins t ruments as are necessary t o enable lessee t o make proper payment . 

6. Leasee is hereby granted the r i g h t and power, f r o m t i m e to t ime , to pool or combine thia lease, the land covered by i t or any p a r t or hor izon thereof 
w i t h any other land, lease, leases, minera l estates or parts thereof f o r the p roduc t ion of o i l or gas. U n i t s pooled hereunder shall not exceed the s tandard pro­
r a t i o n u n i t f i x e d by law or by the New Mexico Oi l Conservation Commission or by other l a w f u l au thor i ty f o r the pool or area in wh ich said land Ls s i tuated, plus 
a tolerance o f 10*y5-. Lessee shall f i l e w r i t t e n u n i t designations i n the county in w h i c h the premises are located and such units may be designated f r o m t ime t o 
t ime and either before or a f t e r the complet ion o f wells. D r i l l i n g operations on o r p roduc t ion f r o m any p a r t of any such u n i t shal l be considered fo r a l l pur­
poses, except the payment of royal ty , as operations conducted upon or p roduc t ion f r o m the land described in th is lease. There shal l be allocated to the land 
covered by this lease included in any such u n i t t ha t por t ion of the to ta l p roduc t ion o f pooled minerals f r o m wells in the un i t , a f t e r deducting any used in lease 
or u n i t operations, which the number of surface acres in the land covered by t h i s lease included i n the u n i t bears to the to ta l number of surface acr*-a in t l ie 
un i t . T h e product ion so allocated shall be considered f o r a l l purposes, i nc lud ing the payment or delivery of royal ty , to be the ent i re product ion of pooled minerals 
f r o m the por t ion of aaid land covered hereby and included in said u n i t in the same manner as though produced f r o m said land under the terms of th is lease. 
A n y pooled u n i t designated by lessee, as provided herein, may be dissolved by lessee by recording an appropr ia te i n s t rumen t i n the County where the land is si t­
uated a t any t ime af te r the completion of a dry hole o r the cessation o f p roduc t ion on said u n i t . 

6. I f p r i o r to the discovery of o i l or gas hereunder, lessee flhould d r i l l and abandon a d r y hole or holes hereunder, or i f a f t e r discovery of o i l o r gas the 
produc t ion thereof should cease fo r any cause, th is lease shal l not t e rmina te i f lessee commences r e w o r k i n g or addi t ional d r i l l i n g operations w i t h i n 60 days 
the rea f t e r and d i l igen t ly prosecutes the same, or ( i f i t be w i t h i n the p r i m a r y t e r m ) commences or resumes the payment or tender o f rentals o r commences 
operations f o r d r i l l i n g or r e w o r k i n g on or before the ren ta l pay ing date next ensuing a f t e r the exp i ra t ion o f three months f r o m date o f abandonment of said 
dry hole or holes or the cessation of p roduc t ion . I f at the exp i ra t ion of the p r i m a r y t e r m o i l or gas is not being produced b u t lessee is then engaged i n operations 
f o r d r i l l i n g or r e w o r k i n g of any we l l , this lease shal l remain i n force so long as such operations are d i l igen t ly prosecuted w i t h no cessation o f more than 60 
consecutive days. I f d u r i n g the d r i l l i n g or r e w o r k i n g o f any wel l under th i s p a r a g r a p h , lessee loses or j unks the hole or we l l and a f t e r d i l igen t e f f o r t s in good 
f a i t h is unable to complete said operations then w i t h i n 30 days a f t e r the abandonment o f said operations lessee may commence another wel l and d r i l l the same 
w i t h due dil igence. I f any d r i l l i n g , addi t ional d r i l l i n g , or r e w o r k i n g operations hereunder resul t in product ion , then this lease shal l remain in f u l l f o rce so long 
the rea f te r as oi l or gas is produced hereunder. 

7. Lessee shal l have f ree use of o i l , gas and water f r o m said land, except wa te r f r o m lessor's wells and tanks, f o r a l l operations hereunder, and the royal ty 
shall be computed a f t e r deducting any so used. Lessee shall have the r i g h t at any t i m e d u r i n g or a f t e r the exp i ra t ion o f this lease to remove a l l p roper ty and 
f i x t u r e * placed by lessee on said land, i nc lud ing the r i g h t to draw and remove a l l casing. When required by lessor, lessee w i l l bury a l l pipe lines on cu l t iva ted 
landa below ord inary plow depth, and no wel l shal l be d r i l l ed w i t h i n t w o hundred feet (200 f t . ) o f any residence or barn now on said land w i t h o u t lessor's con­
sent. Lessor shal l have the pr ivi lege, at his r isk and expense, of us ing gas f r o m any gas we l l on said land f o r stoves and inside l igh ts in the p r i n c i p a l d w e l l i n g 
thereon, ou t of any surplus gas not needed f o r operations hereunder. 

B. The r ighta of ei ther pa r ty hereunder may be assigned i n whole or i n p a r t and the provisions hereof shall extend to the heirs, executors, adminis t ra tors , 
successors and assigns ; bu t no change or d iv is ion i n the ownership of the land, or i n the ownership of or r i g h t to receive rentals , royal t ies or payments , however 
accomplished shall operate to enlarge the obl igat ions or d imin i sh the r igh ts of lessee; and no such change or divis ion shall be b ind ing upon lessee f o r any pur­
pose u n t i l 30 days a f t e r lessee has been fu rn i shed by cer t i f i ed m a i l a t lessee's p r i n c i p a l place of business w i t h acceptable ins t ruments or c e r t i f i e d copies 
thereof cons t i t u t i ng the chain of t i t l e f r o m the o r i g i n a l lessor. I f any such change in ownership occurs th rough the death of the owner, lessee may pay or 
tender any rentals , royalties or payments to the credi t of the deceased or his estate i n the depository bank u n t i l such t i m e as lessee haa been f u r n i s h e d w i t h 
evidence sa t i s fac tory to lessee as to the persons en t i t l ed to such sums. I n the event o f an assignment o f this lease as to a segregated por t ion o f said land, the 
rentals payable hereunder shall be apport ioned as between the several leasehold owners r a t ab ly according to the surface area of each, and de fau l t in renta l 
payment by one shall not a f f ec t the r ights o f other leasehold owners hereunder. A n assignment o f this lease, i n whole or i n par t , sha l l , to the extent of such 
assignment, relieve and discharge lessee of any obligat ions hereunder, and, i f lessee o r assignee of p a r t or parts hereof shall f a i l or make de fau l t i n the payment 
of the p ropor t iona te p a r t of the rentals due f r o m such lessee or assignee or f a i l to comply w i t h any other provis ion o f the lease, such defau l t shal l no t a f f e c t th is 
lease i n so f a r as i t covers a p a r t of said lands upon wh ich lessee or any assignee thereof shal l so comply or make Buch payments . Rentals aa used in th is 
paragraph shall also include shut- in roya l ty . 

9. Should lessee be prevented f r o m c o m p l y i n g w i t h any express or imp l i ed covenant of this lease, or f r o m conduct ing d r i l l i n g or r e w o r k i n g operat ions here­
under, or f r o m produc ing o i l or gas hereunder by reason of scarci ty or i n a b i l i t y to ob ta in or use equipment or mate r ia l , o r by operat ion of fo rce majeure , or 
by any Federal or state law or any order, ru le or regula t ion of governmental au tho r i t y , then w h i l e so prevented, leasee's du ty Bhall be suspended, and lessee 
shall not be l iable f o r f a i l u r e to comply t h e r e w i t h : and this lease shall be extended w h i l e and so long aa lessee is prevented by any such cause f r o m conduct ing 
d r i l l i n g or r e w o r k i n g operations on or f r o m produc ing o i l or gas hereunder; and. the t ime whi le lessee is so prevented shal l not be counted aga ins t lessee, 
a n y t h i n g in th is lease to the contrary n o t w i t h s t a n d i n g . 

10. Leasor hereby war ran t s and agrees t o defend the t i t l e to said land, and agrees tha t lessee, at i ts opt ion , may discharge any tax , mor tgage , or other 
lien upon aaid land, and i n the event lessee does so, i t shall be subrogated t o auch lien w i t h the r i g h t to enforce same and apply rentals and royalt ies accru ing 
hereunder t oward s a t i s f y i n g same. W i t h o u t i m p a i r m e n t of lessee's r igh t s under the w a r r a n t y , i f th i s lease covers a less interest i n the o i l or gaa i n a l l or any 
p a r t o f aaid land than the ent i re and undivided fee s imple estate (whether lessor's interest is herein specified or not ) then the royalt ies , shut - in roya l ty , r en ta l , 
and o ther payments, i f any, accruing f r o m any p a r t as to which this lease covers less than such f u l l interest , Bhall be paid only in the p r o p o r t i o n w h i c h the 
interest there in , i f any, covered by this lease, bears t o the whole and undivided fee s imple estate there in . Should any one or more of the parties named above aa 
lessors f a i l to execute this lease, i t shall nevertheless be b ind ing upon the p a r t y or part ies execut ing the same. 

11 . Leasee, i t s /h i s successors, heirs and assigns, shall have the r i g h t at any t i m e t o surrender this lease, in whole or in par t , to lessor or his heirs, succes­
sors, and assigns by delivering: or m a i l i n g a release thereof to the lessor, or by p l a c i n g a release thereof of record in the county in wh ich Baid l and is si tuated ; 
thereupon lessee shal l be relieved f r o m a l l obl igat ions, expressed or impl ied , o f this agreement aa to acreage BO surrendered, and thereaf te r the rentals and 
shut - in r o y a l l y payable hereunder shall be reduced i n the p ropor t ion tha t the acreage covered hereby is reduced by Baid release or^rejeaaej 

12. This i s a pa id up lease and a l l renta ls are p a i d - i n 
name o f 

eby ia reduced by Baid release or yejeaaes. r ^ 

f u l l f o r the term o f t h i s lease. The 
" thTdeposi tory bank i s inser ted herein soley f o r the purpose o f shu t - in r o y a l t y payments 

Exh ib i t "A" attached and signed f o r i d e n t i f i c a t i o n . 
Executed Ahe day and yeas f i r s t above w r i t t e n . 

AM 
y N a t i o n a l Bank , T r u s t e e f o r 

aed T r u s t r r n s r 



STATE OF NEW MEXICO ) 
: SS 

COUNTY OF LEA ) 

The foregoing instrument was acknowledged before me this 2 1st day of 

Ju 1 v , 1986 by V i k k i C l a r k , A s s i s t a n t T r u s t O f f i c e r 

o f L i b e r t y N a t i o n a l Bank 

My Coonission expires: 

June 2 1 , 19 38 



EXHIBIT "A" 

Attached t o and made a p a r t of t h a t c e r t a i n O i l and 
Gas Lease, dated June 26. r 1986, by and between 
L i b e r t y N a t i o n a l Bank, Trustee f o r the W. T. Reed 
T r u s t , Lessor and YATES PETROLEUM CORPORATION etal. 

, Lessee. 

A-1 The terms typed h e r e a f t e r s h a l l take precedence over any terms 
contained i n the attached lease. 

A-2 Although Lessee has the r i g h t hereunder t o use the surface 
e s t a t e of the above described lands, Lessee s h a l l nevertheless pay t o 
the surface owner reasonable sums f o r damages t o the surface e s t a t e , 
i n c l u d i n g reasonable sums f o r damages t o water r i g h t s and improve­
ments, and f o r damages t o l i v e s t o c k and grazing lands. Surface damage 
payments t o the surface owner s h a l l be at l e a s t the customary or going 
r a t e . 

A-3 Lessee's r i g h t t o continue t h i s lease beyond the primary term 
by payment of " s h u t - i n gas r o y a l t y " s h a l l be l i m i t e d t o a maximum 
peri o d of four (4) years from the e x p i r a t i o n of the primary term of 
t h i s lease. 

A-4 At the e x p i r a t i o n of the primary term hereof, Lessee agrees t o 
commence a continuous d r i l l i n g program on "sai d land" and t h e r e a f t e r 
continue such program u n t i l a l l the New Mexico O i l Conservation 
Commission or other governing State or Federal Regulatory Agency 
p r o r a t i o n u n i t s have been d r i l l e d , a l l o w i n g not more than one hundred 
e i g h t y (180) days to elapse between the completion or abandonment of 
one w e l l and commencement of operations f o r the d r i l l i n g of another 
w e l l . Should Lessee f a i l t o commence t h i s program or subsequently 
d e f a u l t i n the performance t h e r e o f , then i n e i t h e r event t h i s lease 
s h a l l terminate as t o a l l lands covered hereby, save and except the 
New Mexico O i l Conservation Commission or other governing State or 
Federal Regulatory Agency p r o r a t i o n u n i t f o r each producing w e l l or 
s h u t - i n w e l l . There s h a l l be no l i a b i l i t y on the continuous d r i l l i n g 
program, save and except f o r the t e r m i n a t i o n of t h i s lease as t o 
nonproductive p r o r a t i o n u n i t s as above provided. 

A-5 Notwithstanding anything t o the c o n t r a r y elsewhere i n t h i s 
lease, t h i s lease i s made by Lessor without warranty of any k i n d , 
express or i m p l i e d . 

SIGNED yROP. IDENTIFICATION: 

A .TO. 
L i b e r t y N a t i o n a l Bank, 
Trustee f o r the W. T. Reed T r u s t 
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OIL AND GAS LEASE 

PAID UP 

A G R E E M E N T , M a d e . a n d e n t e r e d i n t o t ^ i 1 6 t h dav o f J j i X L f i . , 1 9 _ 8 _ f i 
bY»ndbatween } h e Home-S t a^y"TToy a 11 v C o r p o r a t i o n . 2800 F i r s t N a t i o n a l Tower . 

i U I S a , U K . / 4 I 0 3 lessor ( w h e t h e r o n e o r m o r e ) 

and p t j L g P e t r o l e u m G o r p o r a t i o n . 207 South 4th S t . , 
K f T e S i a , N M . W Z I O lessee. 

W I T N E S S E T H , T h a t t h e said lessor, f o r and In c o n s i d e r a t i o n o f T E N a n d n o / 1 0 0 ( $ 1 0 . 0 0 ) D O L L A R S , cash In h a n d p a i d , r ece ip t o f w h i c h is he reby ack ­
n o w l e d g e d and o f t he c o v e n a n t s a n d ag reemen ts h e r e i n a f t e r c o n t a i n e d o n t h e p a r t o f lessee t o b e p a i d , k e p t a n d p e r f o r m e d , has g r a n t e d , d e m i s e d , leased 
and l e t and b y these p resen ts does g r a n t , d e m i s e , lease and le t u n t o t h e said lessee, f o r t h e sole and o n l y p u r p o s e o f e x p l o r i n g b y g e o p h y s i c a l a n d o t h e r 
m e t h o d s , m i n i n g . a n d o p e r a t i n g f o r o i l ( I n c l u d i n g b u t n o t l i m i t e d t o d i s t i l l a t e and c o n d e n s a t e ) and gas ( I n c l u d i n g b u t n o t l i m i t e d t o cas inghead gas a n d 
al l o t h e r c o n s t i t u e n t s ) , and f o r l a y i n g p i p e l ines , and b u i l d i n g t a n k s , p o w e r s t a t i o n s and s t r u c t u r e s t h e r e o n t o f > r o d u c e , save and t ake care o f sa id p r o d u c t s , 
al l t h a t c e r t a i n t r a c t o f l a n d , t o g e t h e r w i t h any r eve r s i ona ry r i gh ts t h e r e i n , s i t u a t e d In t h e C o u n t y o f " 6 3 , 
S t a t e o f B M l f c X r K a X d e s c r i b e d as f o l l o w s , t o - w i t : 

New Mexico NE/4 

n f S a r t i n n 1 7 ~ T o w n s h i p l i S , R a n g e 3 5 E , r n n t a i n i n q 1 6 0 a r r i l i m n u r o ! « • 

S u b j e c t t o o t h e r p r o v i s i o n s h e r e i n , th is lease sha l l r e m a i n in f o r c e f o r a t e r m o f ( 1 I years f r o m da te ( p r i m a r y t e r m ) , a n d as l o n g t h e r e ­
a f t e r as o i l o r gas, o r e i ther o f t h e m , is p r o d u c e d in p a y i n g q u a n t i t i e s f r o m said l and b y t h e lessee. 

I n c o n s i d e r a t i o n o f The p remises t h e said lessee c o v e n a n t s and agrees: 

1st. T o de l i ve r t o t h e c r e d i t o f lessor, f ree o f c o s t , i n t h e p i p e l i ne t o w h i c h lessee m a y c o n n e c t I ts w e l l s , o r at t h e o p t i o n o f t h e lessor t o such p i p e l i ne 
as t h e lessor m a y d i ^ e c ^ ^ K C E K K o f al l o i l ( i n c l u d i n g b u t n o t l i m i t e d t o c o n d e n s a t e and d i s t i l l a t e ) p r o d u c e d and saved f r o m t h e leased premises . 

— 2 n d . T o de l i ve ry t o t he c r e d i t o f lessor, f ree o f eos t , i n t h e p i p e l i ne t o w h i c h lessee m a y c o n n e c t i ts we l l s , or a t t h e o p t i o n o f t h e lessor t o such p i p e 
l i ne as t h e lessor m a y d i r e c t , X T O X r X o f al l gas ( I n c l u d i n g b u t n o t l i m i t e d t o cas inghead gas a n d al l o t h e r c o n s t i t u e n t s ) p r o d u c e d and saved f r o m t h e 
leased premises. D u r i n g any p e r i o d ( w h e t h e r b e f o r e o r a f t e r t h e e x p i r a t i o n o f t h e p r i m a r y t e r m ) w h e n gas is n o t b e i n g so ld o r used and t h e w e l l o r 
we l l s are s h u t In and t h e r e Is n o c u r r e n t p r o d u c t i o n o f o i l or o t h e r o p e r a t i o n s o n sa id leased p rem ises s u f f i c i e n t t o keep t h i s lease In f o r c e , lessee shal l 
pay o r t e n d e r t o lessor a r o y a l t y o f T w e n t y F ive D o l l a r s ( $ 2 5 . 0 0 ) pe r y e a r per n e t r o y a l t y acre r e t a i n e d h e r e u n d e r , such p a y m e n t o r t e n d e r t o be m a d e 
o n o r b e f o r e t h e e x p i r a t i o n o f n i n e t y ( 9 0 ) d a y s f r o m t h e d a t e such w e i l is shu t i n and t h e r e a f t e r o n t h e same d a t e a n n u a l l y d u r i n g t h e p e r i o d such w e l l 
is s h u t In , p r o v i d e d t h a t lessee m a y n o t keep t h i s lease In f o r c e b y m a k i n g such s h u t - I n p a y m e n t s f o r m o r e t h a n t h r e e (3 ) c o n s e c u t i v e years b e y o n d t h e 
e x p i r a t i o n o f t he p r i m a r y t e r m . W h e n such p a y m e n t o r t e n d e r is so m a d e i t w i l l be c o n s i d e r e d t h a t gas is b e i n g p r o d u c e d w i t h i n t h e m e a n i n g o f t h i s lease. 
Lessor shal l have t h e p r i v i l ege at i ts r isk and expense o f us ing gas f r o m any w e l l , p r o d u c i n g gas o n l y , o n t h e leased p remises f o r s toves and Ins ide l i gh t s 
in t he p r i n c i p a l d w e l l i n g t h e r e o n o u t o f any su rp lus gas n o t needed f o r o p e r a t i o n s h e r e u n d e r . R o y a l t i e s on o i l and gas p a y a b l e t o t h e lessor h e r e u n d e r 
shal l ba f ree and c lear o f t r a n s p o r t a t i o n , c o m p r e s s i o n and p rocess ing cos ts p r o v i d e d t h a t any e x t r a t r a n s p o r t a t i o n cos ts i n c u r r e d b y d e l i v e r y , a t t h e 
d i r e c t i o n s o f lessor, o f lessor 's share o f o i l a n d / o r gas t o a p i p e l i n e o t h e r t h a n t h e p i p e l i n e t o w h i c h lessee c o n n e c t s Its we l l s sha l l b e c h a r g e d t o lessor. 

Th i s lease is a p a i d u p lease f o r t h e p r i m a r y t e r m and shal l r e q u i r e no ren ta l p a y m e n t s d u r i n g said t e r m e x c e p t as o t h e r w i s e p r o v i d e d he re in f o r s h u t -
in p a y m e n t s . I f t h e lessee shal l c o m m e n c e t o d r i l l a w e l l o n t h e leased p rem ises w i t h i n t h e p r i m a r y t e r m i t shal l have t h e r i g h t t o d r i l l such w e l l t o c o m ­
p l e t i o n w i t h reasonab le d i l i g e n c e a n d d i s p a t c h , a n d i f o i l o r gas, o r e i t h e r o f t h e m be f o u n d i n p a y i n g q u a n t i t i e s , t h i s lease shal l c o n t i n u e a n d be In f o r c e 
w i t h l i k e e f f e c t as i f such w e l l had been c o m p l e t e d w i t h i n t h e p r i m a r y t e r m . " C o m m e n c e t o d r i l l a w e l l " shal l be d e e m e d t o m e a n c o m m e n c e m e n t o f 
ac tua l d r i l l i n g o f a h o l e w i t h a d r i l l i n g r ig capab le o f d r i l l i n g t o t h e t o t a l d e p t h o f t h e p r o p o s e d w e l l . 

Lessee, at i ts o p t i o n , is he reby g iven t h a r i g h t t o p o o l o r c o m b i n e t h e acreage c o v e r e d b y t h i s lease o r any p o r t i o n t h e r e o f w i t h o t h e r l a n d , lease o r 
leases in t h e i m m e d i a t e v i c i n i t y t h e r e o f , w h e n In lessee's j u d g e m e n t i t Is necessary o r adv isab le t o d o so i n o r d e r t o p r o p e r l y d e v e l o p and o p e r a t e said lease 
premises so as t o p r o m o t e t h e c o n s e r v a t i o n o f o i l and qas i n and u n d e r and t h a t m a y be p r o d u c e d f r o m said p rem ises , such o o o l i n a t o be o f t r ac t s c o n t i ­
guous to one a n o t h e r and t o be i n t o a u n i t o r u n i t s w h i c h shal l n o t exceed 8 0 acres each i n t h e e v e n t o f an o i l w e l l , o r I n t o a u n i t o r u n i t s w h i c h shal l n o t 
exceed 6 4 0 acres each in t h e e v e n t o f a gas w e l l , p lus a t o l e r a n c e o f t e n p e r c e n t ( 1 0 % ) . Lessee sha l l e x e c u t e in w r i t i n g and r e c o r d i n t h e c o n v e y a n c e 
reco rds o f t h e c o u n t y in w h i c h t h e l and he re in leased is s i t u a t e d an i n s t r u m e n t I d e n t i f y i n g and d e s c r i b i n g t h e p o o l e d acreage. T h e e n t i r e acreage so 
p o o l e d I n t o a t r a c t or u n i t sha l l be t r e a t e d , f o r a l l p u r p o s e s e x c e p t t h e p a y m e n t o f r o y a l t i e s o n p r o d u c t i o n f r o m t h e p o o l e d u n i t , as If i t w e r e i n c l u d e d 
In t h i s lease. I f p r o d u c t i o n is f o u n d o n t h e p o o l e d acreage, i t shal l be t r e a t e d as i f p r o d u c t i o n is had f r o m t h i s lease, w h e t h e r t h e w e l l o r we l l s be l o c a t e d 
o n t h e p remises cove red by t h i s lease or n o t . I n l ieu o f t h e r o y a l t i e s e l sewhere he re in s p e c i f i e d , lessor shal l rece ive o n p r o d u c t i o n f r o m a u n i t so p o o l e d 
o n l y such p o r t i o n o f t h e r o y a l t y s t i p u l a t e d h e r e i n as t h e a m o u n t o f h is acreage p l a c e d In t h e u n i t o f h is r o y a l t y i n t e r e s t t h e r e i n o n an acreage basis bears 
t o t h e t o t a l acreage so p o o l e d in t h e p a r t i c u l a r u n i t I n v o l v e d . 

P r o d u c t i o n a t t h e e n d o f t h e p r i m a r y t e r m on a d r i l l i n g or spac ing o r p r o d u c t i o n u n i t es tab l i shed by t h e g o v e r n m e n t a l r e g u l a t o r y aqency h a v i n g 

-̂ &MXXtX̂ xx,l£«aiX3«6K:x_X Production at tne end of the primal-y term shall hdla this lease only as to those minerals 
TTOrMrfe^^Ta^e^^OTP below the deepest test well T.D.. not to exceed 13,200'. 

I f any S t a t e , U.S. , o r o t h e r g o v e r n m e n t a l agency o r a u t h o r i t y shal l g r a n t o r c rea te a u n i t , o r u n i t s , o f w h i c h t h i s leasehold acreage m a y be a p a r t and 
w h i c h has an acres-per -we l l r a t i o in excess o f 8 0 acres pe r w e l l f o r an o i l u n i t o r 6 4 0 acres pe r w e l l f o r a gas u n i t , p l u s a t o l e r a n c e o f t e n p e r c e n t ( 1 0 % ) , 
Lessor and Lessee agree, as p a r t o f t h e c o n s i d e r a t i o n f o r t h i s lease, t h a t Lessor 's i n te res t shal l never the less be c a l c u l a t e d as i f said u n i t , o r u n i t s , c o n t a i n e d 
t h e n u m b e r o f acres c a l c u l a t e d b y us ing an acres-per -we l l r a t i o o f 8 0 acres p e r w e l l f o r an o i l u n i t o r 6 4 0 acres per w e l l f o r a gas u n i t , regardless o f t h e 
ac tua l acres c o n t a i n e d in said u n i t o r u n i t s . 

If said lessor o w n s a less I n t e r e s t in t h e above desc r i bed l and t h a n t he e n t i r e a n d u n d i v i d e d fee s i m p l e estate t h e r e i n , t h e n t h e r o y a l t i e s and ren ta l s 
he re in p r o v i d e d sha l l be p a i d t o t h e lessor o n l y in t he p r o p o r t i o n i ts i n t e r e s t bears t o t h e w h o l e a n d u n d i v i d e d fee. 

Lessee shal l have t h e r i g h t t o use, f r ee o f c o s t , gas, o i l and w a t e r p r o d u c e d o n sa id l a n d f o r i t s o p e r a t i o n s t h e r e o n , e x c e p t w a t e r f r o m w e l l s o f lessor. 
W h e n reques ted b y t h e lessor, lessee shal l b u r y h is p i p e l ines b e l o w p l o w d e p t h , o r b e l o w 3 0 " , w h i c h e v e r is deeper . 
N o w e l l sha l l be d r i l l e d nearer t h a n 2 0 0 f e e t t o t h e house o r b a r n n o w o n said p rem ises , w i t h o u t t h e w r i t t e n c o n s e n t o f t h e lessor. 
I n t h e even t a w e l l or we l l s p r o d u c i n g o i l o r gas in p a y i n g q u a n t i t i e s s h o u l d be b r o u g h t in o n a d j a c e n t land and d r a i n i n g t h e leased p remises . Lessee 

agrees t o dr i t ) such o f f s e t w e l l s as a reasonab l y p r u d e n t o p e r a t o r w o u l d d r i l l u n d e r t h e same o r s i m i l a r c i r c u m s t a n c e . I f o i l or gas is d i scove red o n t he l a n d 
cove red b y t h i s lease, o r o n l a n d p o o l e d t h e r e w i t h , Lessee agrees t o f u r t h e r d e v e l o p t h e l and c o v e r e d by t h i s lease as a reasonab le and p r u d e n t o p e r a t o r 
w o u l d u n d e r t h e same o r s im i l a r c i r c u m s t a n c e s . 

Lessee sha l l pay f o r a l l damages caused b y i ts o p e r a t i o n s t o g r o w i n g c r o p s o n sa id l a n d . 
Lessee shal l have -:he r i g h t a t a n y t i m e b e f o r e o r w i t h i n six m o n t h s a f t e r t h e e x p i r a t i o n o f t h i s lease t o r e m o v e al l m a c h i n e r y and f i x t u r e s p laced o n 

said p remises , i n c l u d i n g t h e r i g h t t o d r a w and r e m o v e cas ing . 
If t h e estate o f e i t h e r p a r t y h e r e t o Is ass igned, and t h e p r i v i l ege o f ass ign ing in w h o l e o r In p a r t Is express ly a l l o w e d , t h e c o v e n a n t s h e r e o f sha l l 

e x t e n d t o t h e i r he i rs , e x e c u t o r s , a d m i n i s t r a t o r s , successors o r assigns, b u t no change in t h e o w n e r s h i p o f t he land o r ass ignment o f ren ta ls or r o y a l t i e s sha l l 
be b i n d i n g o n t h e lessee u n t i l a f t e r t h e lessee has been f u r n i s h e d w i t h a w r i t t e n t r a n s f e r o r ass i gnmen t o r a t r u e c o p y t h e r e o f . I n case lessee assigns t h i s 
lease, in w h o l e o r in p a r t , lessee sha l l be re l ieved o f a l l o b l i g a t i o n s w i t h respect t o t h e assigned p o r t i o n or p o r t i o n s ar is ing s u b s e q u e n t t o t h e d a t e o f 
ass ignmen t . 

Lessee agrees t h a i in t h e e v e n t Lessee desires t o assign t h i s lease t h a t w i t h i n 3 0 days a f t e r such ass ignmen t Lessee w i l l f u r n i s h t o Lessor b y reg is te red 
ma l l a t r u e and c o r r e c t c o p y o f said ass i gnmen t w h i c h shal l c o n t a i n t h e n a m e and address o f assignee and t he i n t e r e s t assigned. 

A l l expressed o r i m p l i e d c o v e n a n t s o f t h i s lease shal l be sub jec t t o al l Federa l and S t a t e L a w s , E x e c u t i v e Orde rs , Ru les and R e g u l a t i o n s , a n d t h i s 
lease shal l n o t be t e r m i n a t e d , in w h o l e o r In p a r t , n o r lessee h e l d l i ab le in damages , f o r f a i l u r e t o c o m p l y t h e r e w i t h , i f c o m p l i a n c e is p r e v e n t e d b y , o r such 
f a i l u r e is t h e resu l t o f any such L a w , O r d e r , R u l e o r R e g u l a t i o n . 

I t is u n d e r s t o o d t h a t t h i s lease is e x e c u t e d w i t h o u t w a r r a n t y o f t i t l e , e i t he r express o r i m p l i e d . 
T h e unde rs igned lessors, f o r t hemse lves a n d t h e i r he i r s , successors and assigns, he reby s u r r e n d e r and release al l r i gh t s o f d o w e r and h o m e s t e a d i n t h e 

premises he re in d e s c r i b e d , i nso fa r as said r i g h t o f d o w e r and h o m e s t e a d m a y i n a n y w a y a f f e c t t h e pu rposes f o r w h i c h t h i s lease is m a d e as r e c i t e d h e r e i n . 
Lessor he reby agrees t h a t t h e lessee shal l have t h e r i g h t at any t i m e t o redeem f r o m lessor, b y p a y m e n t , any mo r tgages , t axes o r o t h e r l iens o n t h e 

above desc r ibed lands , in t he even t o f d e f a u l t o f p a y m e n t b y lessor, a n d be s u b r o g a t e d t o t h e r i g h t s o f t h e h o l d e r t h e r e o f . 

A l l r e fe rence made h e r e i n to 3 /16th r o y a l t y s h a l l be amended to read 
1/4 r o y a l t y . 

I N T E S T I M O N Y W H E R E O F , w e sign t h i s t h e 1 6 t h dav of J u n e 1 9 86 

ATTEST: ^JLM^L .(Seal) 
W.G. SEAL, SECRETARY 

. (Seal) 

, (Seal) 

(Seal) 

A 



S T A T E OF O K L A H O M A , 

C o u n t y of — 

( A C K N O W L E D G M E N T F O R I N D I V I D U A L ) 

Before m e , t l ie u n d e r s i g n e d , a N o t a r y P u b l i c , i n and f o r said C o u n t y a n d S t a t e , o n th i s 

pe rsona l l y appeared ; , 

. d a y of 

pe rsona l l y k n o w n to me t o be t n e i d e n t i c a l pe rson ... . w h o qxecXj'tftd t h e w i t h i n a n d f o r e g o i n g i n s t r u m e n t , a n d a c k n o w l e d g e d t o m e t h a t 

e x e c u t e d the same as 

I N W I T N E S S W H E R E O F , I have hs iM f i n to set m y o f f i c i a l s igna tu re and a f f i x e d m y o f f i c i a l seal t he d a y a n d year f i r s t above w r i t t e n . 

j fr|ee y r c i v o l u n t a r y act a n d d e e d , f o r t he uses a n d pu rposes t h e r e i n set f o r t h . 

M y c o m m i s s i o n exp i res_ N o t a r y P u b l i c 

S T A T E OF O K L A H O M A , 

C o u n t y of 
( A C K N O W L E D G M E N T F O R I N D I V I D U A L ) 

Be fo re m e . t he unde rs i gned a N o t a r y P u b l i c , in a n d f o r said C o u n t y and S t a t e , o n th i s_ 

persona l l y appeared 
_day o f . 19_ 

pe rsona l l y k n o w n to me t o be t he i d e n t i c a l person . . . w h o e x e c u t e d t he w i t h i n a n d f o r e g o i n g i n s t r u m e n t , a n d a c k n o w l e d g e d t o m e t h a t 

e x e c u t e d the sdme as f ree a n d v o l u n t a r y ac t a n d d e e d , f o r t he uses a n d purposes t h e r e i n set f o r t h . 

IN W I T N E S S W H E R E O F , I have h e r e u n t o set m y o f f i c i a l s igna tu re a n d a f f i x e d m y o f f i c i a l seal t h e day a n d year f i r s t above w r i t t e n . 

M y c o m m i s s i o n exp i res . N o t a r y Pub l i c 

S T A T E OF O K L A H O M A , 

C o u n t y of 

( A C K N O W L E D G M E N T F O R I N D I V I D U A L ) 

Before m e , t he u n d e r s i g n e d , a N o t a r y P u b l i c , in a n d f o r said C o u n t y a n d S t a t e , o n t h i s _ 

pe rsona l l y appeared 

. day o f _ 19_ 

pe rsona l l y k n o w n t o me t o be t h e i den t i ca l pe rson . . . w h o e x e c u t e d t he w i t h i n a n d f o r e g o i n g i n s t r u m e n t , a n d a c k n o w l e d g e d t o m e t h a t 
e x e c u t e d the same as f ree and v o l u n t a r y act a n d d e e d , f o r t h e uses a n d purposes t h e r e i n set f o r t h . 

I N W I T N E S S W H E R E O F , I have h e r e u n t o set m y o f f i c i a l s i gna tu re a n d a f f i x e d m y o f f i c i a l seal t he d a y a n d yea r f i r s t above w r i t t e n . 

M y c o m m i s s i o n e x p i r e s . N o t a r y P u b l i 
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S T A T E OF O K L A H O M A , 

C o u n t y of 

( A C K N O W L E D G M E N T F O R C O R P O R A T I O N ) 

On th is day of 

State a fo resa id , p e r s o n a l l y appearer 

s-i A . D., 19 £ L ? J s e f o r e m e , the u n d e r s i g n e d , a N o t a r y Pub l i c , in a n d f o r t h e C o u n t y a n d 

to me k n o w n t o be the i d e n t i c a l person . . . w h o subsc r ibed t he name of Uie m a k e r t h e r e o f t o t he f o r e g o i n g i n s t r u m e n t as its —.—, 

and a c k n o w l e d g e d t o me t h a t ^ L * £ _ _ e x e c u t e d the same as ^ — 1 1 — ' f ree a n d v o l u n t a r y act and deed a n d as t ha f ree a n d v o l u n t a r y 

act and deed of such c o r p o r a t i o n , f o r the uses and purposes t he re i n set f o r t h . _ 

G iven u-ider m y h a n d and seal of o f f i c e the day a n d year last above w r i t t e n . 

My ccj inni N o t a r y P o b i i c 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fami l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

ATTEST: GREAT WESTERN DRILLING COMPANY 

P. 0. Box 1659 
Midland, TX 79702 

STATE OF TEXAS 

ss 
COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me t h i s 24 day 
of July , 1986 by John Hampton , 

President for GREAT WESTERN DRILLING COMPANY, 

Tpxa s 

My commission,.^|S%r.es 

c o r p o r a t i o n , on b e h a l f o f^sa^d c o r p o r a t i o n 

N o t a r y \ P u b l i c 

LAVERNE LITTLE, Notary Public 
In and For tha Stat^of Textu Q 

• Commission Expire. 



PHILLIPS PETROLEUM COMPANY 
HOUSTON, TEXAS 77001 
BOX 1967 

EXPLORATION AND PRODUCTION GROUP 

July 16, 1986 

BELLAIRE, TEXAS 
6330 WEST LOOP SOUTH 

PHILLIPS BUILDING 

Yates Petroleum Corporation 
207 South Fourth St. 
Artesia, New Mexico 88210 

Attn: Jim Ball Re: G.F. 28832 - F/0 
W/2 Section 21-15S-35E 
Farmout 3,360 acres 
State Unit 
Lea Co., New Mexico 

Gentlemen: 

Please find enclosed copies of Unit Agreement dated June 1, 1986, 
Operating Agreement dated June 1, 1986, and Consent and Ratification of 
Unit Agreement and Unit Operating Agreement, which have all been executed 
by Phillips Petroleum Company subject to your acceptance of the following 
changes to the Operating Agreement. 

1. Line 14, Article X., change the expenditure allowed from $15,000 to 
$10,000. 

2. Article XV.E., delete this provision and replace with the following: 

It is expressly agreed i f a party sells to themselves, its 
subsidiaries, affiliates, or associates, the other parties to this 
agreement will have the option to also sell to said purchaser at the 
same or better price. In the event any party hereto makes an arm's 
length trade with a third party purchaser, the remaining parties will 
have the option to also sell at the same or higher price. 

3. Article XV.0.2. - line 13, replace 'quarterly' with 'monthly'. 

4. Exhibit "D", Phillips' interest shall not be charged for insurance 
costs beyond mandatory state requirements as Phillips is self-
insured. 

5. Exhibit "E", delete reference to participating percentages less than 
50% in the second and third paragraphs. 

6. Exhibit "E" 7., delete and replace with the following: 

Notwithstanding the provisions of the last preceding paragraph, i t is 
expressly agreed that any underproduced party hereunder shall have 
the optional right, with respect to each proration unit separately, 
to receive a cash settlement bringing such underproduced party's gas 



Yates Petroleum Corporation 
July 16, 1986 
Page 2 

account into balance at any time prior to the permanent discontinu­
ance of gas production, by f i r s t giving each overproduced party 
ninety (90) days written notice of demand for cash settlement. I f 
such option is so exercised, settlement shall be made (as of 7:00 
O'clock A.M. on the 1st day of the calendar month following the date 
of such written demands) within ninety (90) days following the actual 
receipt of such written demands by the overproduced parties, in the 
same manner provided in the last preceding paragraph hereof. The 
optional right provided for in this paragraph can only be exercised 
one (1) time by any particular underproduced party on the same prora­
tion unit; and each underproduced party agrees that i t will not 
exercise such option unless i t is of the opinion that the remaining 
underproduced recoverable gas reserves are inadequate for its gas 
account to be brought into balance by actual production prior to per­
manent discontinuance of gas production from such proration unit. 

7. Contributing Party shall be defined as any party which farms out its 
interest to the unit and does not participate in the drilling of the 
I n i t i a l , Substitute, or Optional Test Well. 

8. Earning Party shall be defined as a party which participates in the 
drilling of the I n i t i a l , Substitute, or Optional Test Well. 

9. A Contributing Party shall have the option to convert from an over­
riding royalty interest to a working interest upon payout of the 
I n i t i a l , Substitute, or Optional Test Well only. A Contributing 
Party would be on a working interest basis on all subsequent wells 
with an option to either join in drilling the well or going non-
consent under the provisions of Article VI.B.2. 

If you are agreeable to the above, please execute both copies of this 
Letter Agreement, returning one copy to the attention of Ray 0. Manning. 

Very truly yours, 

PHILLIPS PETROLEUM COMPANY 

F. D. Gorham Wl 
Attorney-i n-Fact 

FDG/ROM/lc 

AGREED TO AND ACCEPTED THIS 2-2 

Title: Attorney-in-Fact 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement fo r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and ̂ Jnit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

ATTEST: * PHILLIPS PETROLEUM COMPANY 

*Subject to Conditional Letter of Acceptance dated. July 16, 1986 for said 
Unit Operating Agreement. 

F. D. GORIIAM I I I , ATTORNEY-IN-FACT 

P. O. Box 1967 
Houston, TX 77001 

ss 
COUNTY OF 

it 
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KERfl.McGEC CENTER • OKLAHOMA CITY, OKLAHOMA 73123 

EXPLORATION ANO PRODUCTION OIVtStON 

TELECOPIER NOs 

NAME: 

LOCATION: 

FROM: 

LOCATION: 

TOTAL NUMBER OF PAGES c*L (INCLUDING COVER LETTER) 

I F YOU DO NOT RECEIVE ALL OF THE PAGES, PLEASE CALL 
US BACK AS SOON AS POSSIBLE. 

OPERATOR: • __. 

PHONE:' ; 

DATE: . • 

TELECOPIER COVER LETTER 

PLEASE DELIVER THE FOLLOWING PAGES TO 

TIME: 
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CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT, 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY/ NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement ie dated 

June 1, 1986, and acknowledge that they have read the same and are 

familiar with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the original of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, this instrument i s executed by the undersigned 

as of the date set forth in their respective acknowledgments. 

ATTEST: 

By 
Secretary 

KERR-Mi 
G. A 

330 One Marienfeld Place 
Midland, TX 79701 

i 

STATE OF Oklahoma 

COUNTY OF Oklahoma 
< as 

The foregoing instrument waa acknowledged before me this 25th day 
of July , 1986 by - G. A. Ratcllff 
Senior Vice PrealdTnt 

Delaware 
for KERR-McGEE CORPORATION, a 

corporation, on behalf of said corporation. 

My?commission expiress 
Notary Publift: 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

ATTEST: 

Secretary 
Doris J. Abemathy 

BARUCH-FOSTER CORPORATION 

By IMC.A., V, [L U L / 
P r e s i d e n t y ~ 

Malcolm E. Wilson, Jr. 
1160 One Energy Square 
4925 Greenville Ave. 
Dallas, TX 75206 

STATE OF TEXAS ) 
: ss 

COUNTY OF DALLAS ) 

The foregoing instrument was acknowledged before me t h i s /4 ~ day 
of June , 1986 by Malcolm E. Wilson, Jr. , 

President f o r BARUCH-FOSTER CORPORATION, a 
Delaware corporation, on behalf of said 

corporation. 

My commission expires: ^OAA? l V ^cuuAi 
2-21-88 Notary Public I | 

ftocy^Barry 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

P. 0. Box 2990 
Fort Worth, TX 76103 

STATE OF / £ 
ss 

COUNTY OF /A/tA-AAS?~ 

The foregoing instrument was . 
of -J Q/O'tT , 1986 by JAMES 

, his wife. 

acknowledged before me t h i s ^ day 

My commission expires: 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

r( @W \ C t̂ Thomas, his wif 

210 HBF Building 
Midland, TX 79701 

STATE OF 

COUNTY OF 
ss 

of 
The foregoing instrument was acknowledged before me this Jft^day 

/ 1986 by GEORGE A. THOMAS and ZYaniOC S', 
, his wife. 

My commission expires: 
Notary Public 

KAREN HOHLE 
IMMy Mkt IMiif TML ^ 

•jOM.aiiMM.au22 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t 

of a copy of the U n i t Agreement and Un i t Operating Agreement f o r the 

development and operation o f the Sandsage State U n i t embracing lands 

s i t u a t e d i n Lea County, New Mexico, which sa i d Agreement i s dated 

June 1, 1986, and acknowledge t h a t they have read the same and are 

f a m i l i a r w i t h the terms and co n d i t i o n s t h e r e o f . The undersigned also 

being the owners of leasehold i n t e r e s t s being committed t o sai d U n i t 

Agreement and Un i t Operating Agreement do hereby consent t o s a i d U n i t 

Agreement and Un i t Operating Agreement and r a t i f y a l l the terms and 

pr o v i s i o n s t h e r e o f , e x a c t l y the same as i f the undersigned had executed 

the o r i g i n a l o f said U n i t Aqreement and Un i t Operating Agreement or a 

counterpart t h e r e o f . 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as o f the date set f o r t h i n t h e i r r e s p e c t i v e acknowledgments. 

ATTEST: HORSESHOE OIL & GAS CORPORATION 

P. 0. Box 870 
San Angelo, Texas 76902 

STATE OF TEXAS X 
X ss 

COUNTY OF TOM GREEN X 

71 
The foregoing instrument was acknowledged before me t h i s AO dav 

of V , L ̂  , 1986 by George E. McCrea, President f o r Horseshoe O i l & 
Gas /'Corporation, a Texas c o r p o r a t i o n , on behalf o f sa i d c o r p o r a t i o n . 

My commission expires: 
Notary Public i n and f o r 
Tom Green County, Texas 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

ATTEST: DCM OIL and GAS CORPORATION 

Secretary 

P. O. Box 1715 
Midland, TX 79702 

STATE OF :. • V ; , >, ' ) 
: ss 

COUNTY OF rV'u.'i i.C> ) 

The foregoing instrument was acknowledged before me t h i s i tj day 
o f > >• •• 1986 by H^U,A ̂ A 0 t £ - i I W V,', X\ 

D)U ^ v >\ •:.?<•' f o r DCM OIL and GAS CORPORATION, a 
y y '\ corporation, on behalf of said corporation. 

My commission expires: \ \ \ Vy ty. .y,, ~ V 
L\ \ \ c< ) rSr- Notary Public 

% T\ CHALNESSIA IJ. ALLEN-Notary Public 
J*i ̂ &3ri| In ai-d for 11., -ue of Texas 
\} '''^ JJ 
\-;-.̂  -."tV My Commission Expires 4-lS-8:< 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof,, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

210 North Big Spring, Suite 200 
Midland, TX 79701 

STATE OF TEXAS 
s s 

COUNTY OF MIDLAND ) 

The f o r e g o i n g ins t rument was acknowledged be fo r e me t h i s 1 2 t h day 
o f J u n e , 1986 by JOE N . GIFFORD and E m i l y G p . f f o r d 

, h i s w i f e . 

My commission e x p i r e s : 
5 / 2 4 / 8 8 Notary r Pub^L 



r r 
CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fami l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

Patricia Henderson, his wife Joe R.~Henderson 

P. O. Box 2477 
Midland, TX 79702 

3TATE OF \ f p ( J yjf^ic.O 

COUNTY OF £_ 
s s 

) 

The f o r e g o i n g ins t rument was acknowledged befo / 

o f T j u U L u > 1 9 8 6 by JOE R. HENDERSON and 
\ A i r t Z l L K S i ^ . h i s w i f e . 

My commission e x p i r e s : 

ore me this cplSfAday 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

1210 One F i r s t City Center 
500 W. Texas 
Midland, TX 79701 

The foregoing instrument was acknowledged 
of yLA\SfrJL̂  , 1986 by JACK O. MGCALL a^d 

ss 

(fW day 

My commission expires: 

\ . \ Notary PuMIe 
r i I 

j I Stat* of T « « 

t j & f My Commission Expire* 1-7-8* 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fami l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

i s wife 

Suite 1212, 1500 Broadway 
Lubbock, TX 79401 

STATE OF TEXAS 
ss 

COUNTY OF LUBBOCK ) 

The foregoing instrument was acknowledged before me t h i s 10 day 
of ' June , 1986 by JACK MARKHAM and Mary Boone Markham 

, his wife. 

My commission expires: 
Mav 21 T 1987 Notkry Public Nancy Stence 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

t&f tNBSTl JV£T Welborn, his wife 

Suite 1212, 1500 Broadway 
Lubbock, TX 79401 

ss 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t 

o f a copy o f the Unit Agreement and Uni t Operating Agreement f o r the 

development and ope r a t i o n of the Sandsage State U n i t embracing lands 

s i t u a t e d i n Lea County, New Mexico, which sa i d Agreement i s dated 

June 1, 1986, and acknowledge t h a t they have read the same and are 

f a m i l i a r w i t h the terms and co n d i t i o n s t h e r e o f . The undersigned also 

being the owners of leasehold i n t e r e s t s being committed t o said U n i t 

Agreement and U n i t Operating Agreement do hereby consent t o said U n i t 

Agreement and U n i t Operating Agreement and r a t i f y a l l the terms and 

pr o v i s i o n s t h e r e o f , e x a c t l y the same as i f the undersigned had executed 

the o r i g i n a l of said U n i t Agreement and U n i t Operating Agreement or a 

counterpart t h e r e o f . 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r r e s p e c t i v e acknowledgments. 

c/o Cal-Mon O i l Company 
P. 0. Box 2066 
Midland, TX 79702 

STATE OF TEXAS ) 
: ss 

COUNTY OF MIDLAND ) 

The f o r e g o i n g ins t rument was acknowledged be fo re me t h i s 4r .h day 
of j U n e / 1986 by ROBERT L. MONAGHAN and V i r g i n i a P. 

Monaghan , his wife . 

My commission expires: — 

10"31-88 NwWfadene cHenderson 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

ATTEST: 

-7 ' 
By / s f / / / U ' s ^ - f f ' ^ t ^ - -

/ Secretary 

CAL-MON OIL COMPANY 

B y i 

P. O. Box 2066 
Midland, TX 79702 

STATE OF TEXAS ) 
: ss 

COUNTY OF MIDLAND ) 

The f o r e g o i n g ins t rument was acknowledged be fo r e me t h i s 4 t n day 
o f J u n e , 1986 by R n h o r l - I . . Mor.gp.har. , 

Pres ident f o r CAL-MON OIL COMPANY, a 
Texas corporation, on behalf of said corporation. 

My commission expires: 
10-31-88 Notary Public 

Willadene Henderson 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

410 North Main 
Midland, TX 79701 

STATE OF 
: SS 

COUNTY OF 

\The foregoing instrument was acknowledged before me t h i s /3 day 
of JOH^ , 1986 by ERNEST ANGELO, JR. and tfe-ny L, 

fyrt ^ e lo , his wife. 

My c o n p s s ^ expires: / Q L > ^ ^ ^ j " ^ ^ ^ ^ ^ ^ ^ 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

rr̂ -̂m̂ o v,-i n ... c.. William T. Thomas 

c/o Bedford Equities 
2777 Stemmons Freeway 
Dallas, TX 75207 

STATE OF f E j A S ) 
: ss 

COUNTY OF ZX<Ht-.45 ) 

d* 
The foregoing instrument was acknowledged before me t h i s 2t> day 

of " ;;>f< . , 1986 by WILLIAM T. THOMAS. — " , ~~~ 
CV ' •' [ ' — " —' 

My commission expires: X- ̂ ^ 
I - 4 0 Notary1 Public 

KAREN A. GOCH 
Notary Public. State of Texas 

W*» Commission Expires 1/9/90 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

P. 0. Box 76499 
OKI a. C i t y , ,£>K 73147 

STATE OF Oklahoma ) 

Oklahoma [ s s 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s 15 day 
of J u l y , 1986 by J.W. L e v i n , 

Vice P r e s i d e n t f o r .Jan Oil-Company - " .,, a 
Oklahoma corporation, on behalf of said corporation. 

My commission expires: Cn <^ V^*v l J^; 
^ M S I Notary Public 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement f o r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

ATTEST: ESTORIL PRODUCING CORPORATION 

By 
^ ^ . ^ c r e t a r y President 

Suite 1600, Independence Plaza 
Midland, TX 79701 

STATE OF / ) 
: ss 

COUNTY OF /^Z^a^Wg^ ) 

The foregoing instrument was___acknowledged before me t h i s / 7 / ^ day 
of 0 ^ 4 y 1986 by V T ^ C ^ ^ , 

, / ^ / / h £ u ^ 6 l ^ r ~ f o r ESTORIL PRODUCING CORPORATION, a 
_____ ~7~~&&0LA. c o r p o r a t i o n , on beha l f o f s a id c o r p o r a t i o n . 

My commission expires: Chs>™^**3 l^^^e^— 
^<Z-#? Notary/ ?ubli«, ^ f c ^ - y 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement fo r the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fami l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

/ 

M. B. Wisenbaker 

3131 Turtle Creek Blvd. 
Suite 900 
Dallas, Texas 75219 

COUNTY 

STATE OF(__ 

s s 

The foregoing instrument was acknowledged before me this ay 

of f ' - r ^ 1 9 8 6 b y M - B - Wisenbaker. 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

525 Midland Tower 
Midland, TX 79701 

ss 

STATE OF c-SuiMAJ-^ ) 

COUNTY OF V^n.j AJcu^A ) 

The foregoing instrument was acknowledged before me t h i s | / day 

of , 1986 by JOHN H. HENDRIX and "(Sjq . ̂  1\k . 
\ l * j 6 c & r i ' i { J his wife. ^ ~ 

My commission expires: ^-^UZ$La . K̂. ft~^J 
Q[ ( n ( j X1 Notary Publl 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

105 Energy Square 
505 North Big Spring 
Midland, TX 79701 

STATE OF 

COUNTY OF T^l \'&L-ftA/yO ) 
ss 

The f o r e g o i n g ins t rument was acknowledged be fo r e me 

^ Q l U j U s ^ 1986 by Bascctn L. Mitchell a n d 

day 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

Lovington, NM 88260 

STATE OF New Mexico ) 
: ss 

COUNTY OF Lea ) 

The foregoing instrument, was acknowledged before me t h i s 13 day 
of June , 1986 by Johnle W. Wilson , 

President for M & w of LOVINGTON, INC., a 
New Mexico - corporation, on behalf of said corporation. 

My commission expires: v ̂  ? \ , , ( /£/' ' .> ,-̂ Vc\., „ — 
6/22/88 Notary Public 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

YATES DRILLING COMPANY 

STATE OF NEW MEXICO ) 

: ss 
COUNTY OF EDDY ) 

The foregoing instrument was-^acknowledged before me t h i s / s j day 
of ( J ^ - ^ y , 1986 by 
Attorn%y-in-Fact f o r YATES DRILLING' COMPAN^ a New Mexico corporation, 
on behalf of said corporation.. 

My commission expires: 
Notary Public 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

MYCO INDUSTRIES, INC. 

By_ 
Attorney-ir/-Fact 

STATE OF NEW MEXICO ) 
: ss 

COUNTY OF EDDY ) 

Ĵ£he foregoing instrument was acknowledged before me t h i s day 
of C J ^ o ^ , 1986 by ZfTCtL^ , 
Attorney-in-Fact for MYCO INDUSTRIES, INC., & New Mexico corporation, on 
behalf of said corporation. 

Mv commission expires: J^^t^ifc-w, J ^ ^ ^ f ^ C i c X 
Notary Public 



CONSENT AND RATIFICATION 

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE SANDSAGE STATE UNIT 

LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement and Unit Operating Agreement for the 

development and operation of the Sandsage State Unit embracing lands 

situated i n Lea County, New Mexico, which said Agreement i s dated 

June 1, 1986, and acknowledge that they have read the same and are 

fam i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of leasehold interests being committed to said Unit 

Agreement and Unit Operating Agreement do hereby consent to said Unit 

Agreement and Unit Operating Agreement and r a t i f y a l l the terms and 

provisions thereof, exactly the same as i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned 

as of the date set f o r t h i n t h e i r respective acknowledgments. 

STATE OF NEW MEXICO 
ss 

COUNTY OF EDDY 

A t t o r n e y - i n - F a c t f o r ABO PETROLEUMCORPORATION,aNew Mexico 
corporation, on behalf of said corporation. 

My comiuission expires: 
Notary Public 



S. P. YATES 

P R E S I D E N T 

ATTN: Mr. M. E. Stogner 

RE: Case No. 8925 
Order No. R-8252 
Sandsage State Unit 
Yates Petroleum Corporation, 
Operator 
Lea County, New Maxico 

Dear Mr. Stogner: 

There have been revisions to almost the entire set of pages to the 
captioned Operating Agreement and the Exhibit B to the Unit Agree­
ment since I last sent you revised pages. Rather than sending your 
office additional revised pages I f e l t I would be more prudent to 
send an entire current Operating Agreement and a current Exhibit B 
to the Unit Agreement which reflects the revisions. 

Please destroy the old Operating Agreement and Exhibit B to the 
Unit Agreement you were sent months earlier and replace each instrument 
with the enclosures accompanying this l e t t e r . 

I f you have any questions, please do not hesitate to c a l l . 

Very t r u l y yours, 

YATES PETROLEUM CORPORATION 

Jim Bal l " 
Landman ^ 

JB:rj 

Enclosures 

cc: Commissioner of Public Lands 
P. 0. Box 1148 
Santa Fe, NM 87504-1148 
Attn: Mr. Floyd Prando, Director 


