N STATE OF NEW MEXICO
NS ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING ‘
3 @JD%
CALLED BY THE OIL CONSERVATION jtiz;
DIVISION FOR THE PURPOSE OF ! //;;{5 [n =
v
CONSIDERING:
{ CASE NO. 8925
(o ez
J{\/ Order No. R-§25

\ APPLICATION OF YATES PETROLEUM
CORPORATION FOR A UNIT AGREEMENT,

LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on June 25,
1936, at Santa Fe, New Mexico, before Examiner Michael E.

Stogner.

NOW, on this day of %1986, the Division

Director, having considered the testimony, the record, and the



recommendations of the Examiner, and being fully advised in the

premises,

FINDS THAT:

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

subject matter thereof.

(2) The applicant, Yates Petroleum Company, seeks

approval of the Sandsage State Unit Agreement for all oil and
v 4},/;,, 5 Ehese Sowds /f_f‘(///f;c/, o i A
gas in any and all formations ecemp¥isimng—of—3736000—=zCres,

B ttaihodt Arese wnid mide a port Sereed.

(3) All plans of development and operation and creations,
expansions, or contractions of participating areas or
expansions or contractions of the unit area, should be

submitted to the Director of the Division for approval.
(4) Approval of the proposed unit agreement should
promote the prevention of waste and the protection of

correlative rights within the unit area.

IT IS THEREFORE ORDERED THAT:




Sﬁvl’t/

(1) The SandsaquUnit Agreement is hereby approvedﬂwaﬁ/b/ﬁn{ﬂu
‘n Ay 4:74/(-?//,;,;-‘M:tt"hu ,,,,/cré’,'n] IZF:(' /‘ﬂ»‘/f /(5’0‘«44’:/ 4 [‘}Az'lz'f '7/",:/?}7(/;4-//}'—‘*/&’

mu/ m«:l(/( 2 /,mrl A(r'u"f,
(2) The plan contained in said unit agreement for the

development and operation of the unit area is hereby approved
in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions contained
in said unit agreement, this approval shall not be considered
as waiving or relinquishing, in any manner, any right, duty, or
obligation which is now, or may hereafter be, vested in the
Division to supervise and control operations for the
exploration and development of any lands committed to the unit

and production of o0il or gas therefrom.

(3) The unit operator shall file with the Division an
executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the
event of subsequent Jjoinder by any party or expansion or
contraction of the unit area, the unit operator shall file with
the Division within 30 days thereafter counterparts of the unit
agreement reflecting the subscription of those interests having

joined or ratified.

(4) 2all plans of development and operation, all unit
participating areas and expansions and contractions thereof,
and all expansions or contractions of the unit area, shall be
submitted to the Director of the 0il Conservation Division for

approval.



(5) This order shall become effective upon the approval

of said unit agreement by the Commissioner of Public Lands for

the State of New Mexico awnd—tdre~Director Of ~the-eppmepxiate

agenc¥~g£_$ho—Uai;gd_S;aLgﬁ_Qgggxtmﬁnb—ef’TﬂfE?Tbr; that this

order shall terminate ipso facto upon the termination of said

unit agreement; and that the last unit operator shall notify

the Division immediately in writing of such termination.

(6) Jurisdiction of this cause is retained for the entry

of such further orders as the Division may deem necessary.

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

hereinabove designated.

STATE OF NEW MEXICO

OIL CONSERVATION DIVISION

R. L. STAMETS,
Director

S EAL
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Unit Name Sandsage State Unit v

Operator Yates Petroleum Corporation Qﬂ \

County Lea .
DATE OCC CASE NO. 8925 EFFECTIVE TOTAL SEGREGATION
APPROVED QCC_ORDER NO, R-8252 DATE ACREAGE STATE FEDERAL INDXAN-FEE CLAUSE TERM
CPL: 7/28/1986 July 18, 1986 3,360.00 3,040.00 -0- 320.00 STRICT 5 yrs., & so
OCD: 7/8/1986 long as
BLM: N/A
UNTIT AREA .
TOWNSHIP 15 SOUTH, RANGE 35 EAST, NMPM
Section 8: E/2 Section 20: E/2, SW/4 n_..m__N>>_Z>n_..m_u
Section 9: All Section 21: All EFFECTIVE DATE _ 7= /287
Section 16: All Section 29: N/2 Aop Tz @7

Section 17: E/2

, _/ . | . ,
A= Wetl tuss Nor NJ\\.N\X W\r\mwm\
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Unit Name Sandsage State Unit

Operator Yates Petroleum Corporation
County Lea
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT
, RATIFIED LESSE
1. LG-3681 Mil. Inst 20° 158 35E SW/4 6/3/86 160.00 Yates Petroleum |
2. LG-3682~2 Mil. Inst 21 158 35E NE/ &4 6/13/86 160.00 M & W Lovington
3. 1L.G-3683 Mil Inst 29 158 35E N/2 6/3/86 320.00 Yates Petroleum
4L . LG-3726 C. S. 16 15S 35E NWYNEL;, SUNEY , NWhNWY; , SNWY, SWi, )
NEY%SEY, SW4%SEX 6/3/86 480.00 Yates Petroleum ¢
5. LG-3798 Mil. Inst 9 158 35E NEY, NWiNWY;, SHNW, EXsSWh, SEX 6/3/86 520.00 Yates Petroleum
6. 1LG-3859 Mil. Inst. 8 158 35E SE/4 6/3/86 160.00 Yates Petroleum
7. LG-4031 Mil Inst. 9 15S 35E NE/4NW/4,W/2SW/4 6/4/86 120.00 Cal-Mon 0il Comp
8. V-486 Mil. Inst. 8 155 35E NE/4 7/25/86 160.00 Kerr-McGee Corpo
9. LG-4535 Mil. Inst. 20 15S 35E NE/4 6/3/86 160.00 Yates Petroleum
10. V-652 C. S. 16 158 35E NEYNEY , NEXNWY, NWY%SEY, SELSEYR 7/24/86 160.00 Great Western Dr:
11. LG-5032 Mil. Inst. 21 158 35E W/2 7/18/86 320.00 Phillips Petrole:
12. v-1123 Mil. Inst. 20 15S  #35E *SE/ 4 (*NOT COMMITTED TO UNIT) 160.00 Mitchell Energy
13, V-1860 Mil. Inst. 21 158 35E SE/4 6/3/86 160.00 Yates Petroleum
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l E 5 S. P. YATES

PRESIDENT

J PETROLELM

B. W. HARPER
SEC. -~ TREAS.
105 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO 88210
TELEPHONE (505) 748-1471

July 27, 1986

0Oil Conservation Division
P.O. Box 2088
Santa Fe, New Mexico 87501-2088

Attention: Mr. M.E. Stogner e i

" Rf: Case # 8925 \\-,

S .

( Sandsage State Uni+—"

“Townshiﬁrigggghth-Range 35 East
LEA COUNTY, NEW MEXICO

Dear Mr. Stogner:
Enclosed is an original signature for the consent and Ratification on
the captioned unit. Please replace the telecopy you presently have in
your records with this original. If you have any questions, please do
not hesitate to call.
Thank you.

Very truly 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 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 in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Adgreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST:
Ey 6§&l¢;9<7/< £; ﬁf?Z//
LILT Secretary
330 One Marienfeld Placew.
Midland, TX 79701
STATE OF Oklahoma )
: 58S
COUNTY OF Oklahoma )

The foregoing instrument was acknowledged before me this 25th day

of July , 1986 by G. A. Ratcliff ’
‘Senior Vice Preaident for KERR-McGEE CORPORATION, a
Delaware corporation, on behalf of said corporation.

My commission expires: S Vanee, Clarid

7-24-89 Notary Publigf




W.J."JIM” BALL, JR.

LANDMAN

105 South 4th Street Bus. (505) 748-1471
Artesia New Maxico 83210 Res (505) 623-6485



S&nz<4.r\kwvj\4¢xko

JIM BACA Commissioner C{ PuI)Lc LdﬂC[S P.0. BOX 1148

COMMISSIONER SANTA FE, NEW MEXICQ 87504-1 1 48
July 28, 1986

Yates Petroleum Corporation
Attn: Mr. Jim Ball

207 South Fourth Street
Artesia, New Mexico 88210

Unit
W Mexiceo

Re: Sandsage S
Lea C

///)L,Jﬂr”————_““~\\\
Gentlemen: _,//// C:;;AZ//44/— 2%5122;” //

Lands has this date granted/yﬁu
final approval to the Sandsage otate Unit Agreement, Le unty,
New Mexico. It is our underst C No. 12 is not
committed to the unit at this time, The effective date of your
agreement is July 28, 1986. Our approval is subject to like
approval by the New Mexico 0il Conservation Division.

~

The Commissioner of Publij

As per your conversation with this office please submit a
revised Exhibit "A" and "B" schedule reflecting the current
changes which have recently occured on this date.

Enclosed are Five (5) Certificates of Approval.

Your filing fee in the amount of $210.00 has been received.

If we may be of further help please do not hesitate to call!l

on us.
Very truly yours,
JIM BACA
COMMISSIONER OF PUBLIC LANDS
oy Cand © (/ZW/\
FLOYD G. PRANDO, Director -
Qil and Gas Division
(505) 827-5744

JB/FOP/pn

encls.

cc: C¢CD-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 is described within
the attached Agreement, dated June 1, 1986 ,which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable 0il and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW,THEREFORE, by virtue 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 limited and restricted to
such lands within the Unit Area, which are effectively committed to the
Unit Agreement as of this date, and, further, that leases insofar as the
lands covered thereby committed to this Unit Agreement shall be and the
same are hereby amended to conform with the terms of such Unit Agreement,
and said leases shall remain in full force and effect in accordance with
the terms and conditions of said Agreement. This approval is subject to
all of the provisions and requirements of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 28th day of July , 19 86

Qo Douea

COMMISiégﬁER OF PUBLIC LANDS
of the ate of New Mexico

= |

0G-26



TRTT ACREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
SANDSAGE STATE UNIT AREA
LEA COUNTY, NEW MEXICO
NO.
THIS AGREEMENT, entered into as of the 1st day of June

12 86 by and between the parties subscribing, ratifying or consenting hereto, and
herein referred to as the "parties hereto";

WITNESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 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 jointly or severally with other lessces
where such agreements provide for the unit operation or development of part of or all
of any oil or gas pool, field, or area; and

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

part or all of any oil or gas pool, field, or area; and

WHEREAS, the Oil Conservation Division of the Energy and Minerals Depart-

~
~ .

ment of the State of New Mexico (hereinafter referred to as the "Division"), is
authorized by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being
Section 70-2-1 et seq. New Mexico Statutes Annotated,-1978 Compilation) to approve
this agreement and the comservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the_ Sandsage

State Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and



WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste and secure othcr bencfits obtainable through development and
operation of the z-ea subject to this agrecement under the terms, conditions and lim-
itations herein set forth;

NOW, THEREFORE, in‘cbnsideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and re-

cognized as constituting the unit area:

Township 15 South, Range 35 East, NMPM

Section &: E/2 Section 20: E/2, SW/4
Section 9: All Section 21: All
Section 16: All Section 29: N/2

Section 17: E/2
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, percenﬁége and kind of ownership of oil and gas intereéts in
all lands in the unit area. However,jnothing herein or in said schedule or map shall
be codsﬁéued as a répresentation by aﬁy party hereto as to the ownership of any interes:
other than such interest or interes;s as are shown on said map or schedule as owned by
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 0Qil
Conservation Division, hereinafter referred to as the '"Division'".

All land committed to this agreement shall constitute land referred to herein

as "unitized land" or "land subject to this agreement".

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated fluid

hydrocarbons in any and all formations of the unitized land are unitized under the term
of this agreement and herein are called "unitized substances”.

3. UNIT OPERATOR: YATES FETROLEUM CORPORATION

,whose address 1is

105 South Fourth Street, Artesia, NM £8210 Is hereby designated as unit operator

and by signature hereto commits to this agreement all interest in unitized substances
vested in it as set forth in Exhibit "B", and agrees and consents to accept the 2es:.
and obligations of unit operator for the discovery, development and production of unj-

tized substances as herein provided. Whenever reference is made herein to the uynit

operator, such reference mcans the unit operator acting in that capacity and not as an

(2)



owner of interests in unitized substances. amd the term "working intercst owner' whan
used hcrein shall include or vefer to waif operator as the owner of a working interest
when such an interest is owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

right to resign at any time but such resignation shall not become effective until a

successor unit operator has been selected and approved in the manner provided for in
Section 5 of this agreement. The resignation of the unit operator shall not release
the unit operator from any liability or any default by it hereunder occurring prior

to the effective date of its resignatiom.

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

The resignation or removal of the unit operator under this agreement shall
not terminate his right, title or interest as the owner of a working interest or other

interest in unitized substances, bu; upon the resignation or removal of unit operator
becomipg.effective,‘such unit operaiorﬁshall deliver possession of all eqqiément,
materials, and appurtenances used in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor unit operator, or to the
owners thereof if no such new unit operator is elected, to be used for the purpose of
conducting unit operations hereunde;. Nothing herein shall 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 shall resign as unit

operator or shall be removed as hereinabove provided, the owners of the working interest.
according to their respective acreage interests inm all unitized land shall by a majority
vote select a successor unit operator; provided tﬁat, if a majority but less than s;;ent
five percent(75%) of the working interests qualified to vote is owned by one party to th
agreement, a concurring vote of sufficient additional parties, so as to constitute in
the aggregate not less than seventy-five percent (75%) of the total working interests,
shall be required to select a new operator. Such selection shall not become effoctive
until (a) a unit operator so selected shall accept in writing the duties and responsi-
bilities of unit operator, and (b) the selection shali have been approved by the Co;:-
issioner. If no successor unit operator is selected and qualified as herein provided,
the Commissioner at his election, with notice to the Division, may declarc this uynic =

ment terminated.

(M



6. ACCOUNTING PROVISIONS: The mait operator shall pay in the first imstance
all costs and exponses incurred in conducting unit operations hereunder, and such custs
and expenses and the working interest benefits accruing hereunder shall be apportionud,
among the owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners of such interosts,
whether one or more, separately or collectively. Any agreement or agreements entercd
into between the working interest owners and the unit operator as provided in this sectiocr
whether one or more, are herein referred to as the '"Operating Agreement". No such agree-
ment shall be deemed either to modify any of the terms and conditions of this unit agrce-
ment or to relieve the unit operator of any right or obligation established under this
unit agreement and in case of any inconsistencies or conflict between this unit agree-
ment and the operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,p;o-
ducing, storing, allocating and distributing the unitized substances are hereby delega-
ted to and shall be exer;ised by thé.unit operator as herein provided. Acceptable evi-
dence of title to said rights shall beqdeposited with said unit operator and, together
with this agreement, shall constitute and define the rights, privileges and obligations
of unit operator. Nothing herein, however, shall be construed to transfer title to any
land or to any lease or operating agreement, it being understood that under this agree-
ﬁent the unit opérator, in its capa;ity as unit operator, shall exercise the rights of

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

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60) days

after the effective date of this agreement, commence operations upon an adequate test
well for oil and gas upon some part of the lands embraced within the unit area and shall

drill said well with due diligence to a depth sufficient to attain the top of the

Aetin Tame formation or to such a depth as unitized substances shaltl

be discovered in paying quantities at a lesser depth or until it shall, in the opinion
of unit operator, be determined that the further drilling of said well shall be unwarran-
ted or impracticable; provided, however, that unit operator shall not, in any event, be

required to drill said well to a depth in excess of 13,200 feet.

MRty

Until a discovery of a deposit of unitized substances capable of being produced in pavin:
quantities (to wit: quantities sufficient to repay the costs of drilling and producing
operations with a rcasonable profit) unit operator shall continue drilling diligencly,
one well at a time, allowing not more than six months between the completion of one well

and the beginning of the next well, until a well capable of producing unitized substanc. o

(4)



in paying quantitics is complefod to the sarisfaction of the Commissioner or until
it is reasonably proven to the satisfatiom of the unit opcrator that the uaitized land
is incapable of producing unitized substances in paying quantities in the formation
drilled hereunder.

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

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

Should unitized substances-in paying quaﬁtities be discovered upon the unit
area, the unit operator shall on or before six months from the time of the completion of
the initial discovery well and within thirty days after the expiration of each twelve
months pe;iod thereafter, file a report with the Commissioner and Division of the
status of the development of the unit area and the development contemplated for the
following twelve months period.

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

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

If the unit operator should fail to comply with the above covenant for reason-
able development this agreement may be terminated by the Commissioner as to all lands of
the State of New Mexico embracing undeveloped regular well spacing or proration units,
but in such event, the basis of participation by the working interest owners shall
remain the same as if this agrecment had not been terminated as to such lands; previdod,
however, the Cormissioner shall give notice to the unit operator and the lessces of ;CCC

in the manner prescribed by (Sec. 19-10-20 N.M. Statutes 19738 Annotated,) of intention -

cancel on account of any alleged breach of said covenant for reasonable development and

5)



" decision cntered thercunder shall be subject to appeal in the manacr prescribed by

(Sec. 19-10-23 N.M. Statutes 1978 Anmotatcd), and, provided further, in any cvent the

unit operator shall be given a reasonable opportunity after a final dctermination with-
in which to remedy any default, failing in which this agreement shall be tcrminated as
to all lands of the State of New Mexico embracing undeveloped regular well spacing or
proration units.
[ Notwithstanding any of the provisions of this Agreement to the contrary, all
undeveloped regular well spacing or proration unit tracts within the unit boundaries
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 terms
of this Agreement unless at the expiration of five years (5) after the first day of the
month following the effective date of this Agreeygnt diligent drilling 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
partic{pété in the production therefrom and in all other producing wells which may be
drilled pursua;gfhére;o in the proportions that their respective leasehold interests
covered hereby on an acreage basis bears to the total number of acres committed to this
unit agreément, and such unitized substances shall be deemed to have been produced from
thé 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 it such percentage of said production as the number of acres in each lease
respectively committed to this agreement bears to the total number of acres cormitted
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 6r tc personally sell or dispose of the same, and nothing
herein cdntained shall be construed as giving or granting to the unit operator the right
to sell or otherwise dispose of the proportionate share of any working interest owner

without specific authorization from time to time so to do.

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

in the unitized area established under this agreement, except any part thereof used ro-
production or development purposes hercunder, or unavoidably lost, shall be deemed to de
produced cqually on an acreage basis from the several tracts of the unitized land, and
for the purpose of determining any benecfits that accrue on an acrcage basis, cach such

tract shall have allocated to it such percentage of said production as 1ts arca bears to

(6)



the entire unitized arca. It is hereby agreed that production of unitized substuances
from the unitized area shall be allocatcd as provided herein, regardless of whether
any wells are drilled on amy particular tracts of said unitized arca.

12, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexico shall be paid by the respective lease
owners in accordance with the terms of their leases.,

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

All rentals, if any, due under any 1ea§és embracing lands other éﬁan the
State of New Mexico, shall be paid by the respective lease owners in accordance with
the terms of their leases and all royalties due under the terms of any such leases
shall be paid on the basis of all unitized substances allocated to the respective
leases committed hereto:

If the unit operator introdqus gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increasing the ultimate recovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
cause may be withdrawn from the formation into which the gas was introduced royalty
free as to dry gas but not as to the products extracted therefrom; provided, that
such withdrawal shall be at such time as may be provided in a plan of operation con-
sented to by the Commissioner and approved by the Division as conforming to good pet~-
roleum engineering practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit agreement.

If any lease committed hereto 1is burdened with an overriding royalty, payment
out of production or other charge in addition to the usual royalty,the owner of each su.
lease shall bear and assume the same out of the unitized substances allocated to the
lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY
TO LANGDS WITHIN THE UNITIZID ARIA:

The terms, conditions and provisions of all leases, subleases, operating azr. .
ments and other contracts relating to the exploration, drilling development or opecra-
tion for oil or gas of the lands committed to this agrcement, shall as of the effective

date hercof, be and the samc are hercby expressly modified and amended insofar as they

apply to lands within the unitized arca to the extent nccessary to make the same

(7)



conform to the provisions hereof and so that the respective terms of said leascs and
agreements will be extended insofar as necessary to coincice with the terms of this
agreement and the approval of this agreement by the Commissioner and the respective
lessors and lessees shall be effective to conform the provisions and extend the terms
of each such lease as to lands within the unitized area to the provisions and terms of
this agreement; but otherwise to remain in full force and effect. Each lease committ.d
to this agreement, insofar as it applies to lands within the unitized area, shall con-
tinue in force beyond the term provided therein as long as this agreement remains in
effect, provided, drilling operations upon the initial test well provided for herein
shall have been commenced or said well is in the process of being drilled by the unit
operator prior to the expiration of the shortest term lease committed to this agree;
ment. Termination of this agreement shall not affect any lease which pufsuant to the
terms thereof or any applicable laws would continue in full force and effect thereafter
The commencement, completion, continued operation or production on each of the leasenol.
interests committed to this agreement and operations or production pursuant.to this
agreement shall be deemed to be Qéerations upon and production from each leasehold in-
terest committed hereto and there shall be no obligation on the part of the unit oper-
ator or any of the owners of the respective leasehold interests committed hereto to dri
offset to wells as between the leasehold interests committed to this agreement, except
as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico of which only a portion
is committed hereto shall be segregated as to the portion committed and as to the por-
tion not committed and the terms of such leases shall apply separately as two separate
leases as to such segregated portions, commencing as of the effective date hereof. 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 its lands committed hereto si.
continue In full force and effect beyond the term provided therein as to all lands e
braced within the uniti;ed area and committed to\this’agreement, in accordance with the
terms of this agreement. If oil and gas, or either of them, are discovered and are be-
ing produced in paying quantities from some part of the lands embraced in such lease
which part is cormitted to this agreement at the expiration of the secondary term of <u

lease, such production shall not be considered as production from lands embraced in s

sl

lease which are not within the unitized area, and which are not committed thereto, and

drilling or recworking opcrations upon some part of the lands embraced within the uynizi:

area and committed to this agrecment shall be considered as drilling and reworking or
ations only as to lands embraced within the unit agrecment and not as to lands e¢mbraocd
within the lease and not committed to this unit agreement; provided, however, as to

any leasc embracing lands of the State of New Mexico having only a portion of its 1z

a
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comuittced hercto upon which oil and gas, or either of them, has been discovered is
discovered upon that portion of such lands not committed to this agreement, and are
being produced in paying quantities prior to the expiration of the primary term of
such lease, such production in paying quantities shall serve to continue such leasc
in full force and effect in accordance with its terms as to all of the lands embracced
in said lease.

14, CONSERVATION: Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regulations.

15. DRAINAGE: 1In the event a well or wells producing oil or gas in paying.
quantities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offset well
or wells as a reasonably prudent operator would drill under the same or similar cir-

cums tances.

16. COVENANTS_RUN WITH LAND: The covenants herein shall be construed to be
covenants running with the land with respect to the interests of the parties hereto
and their successors in interest until this agreement terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and here-
by is conditioned upon the assumption of all privileges and obligations hereunder to
the grantee, transferee or other successor in interest. No assignment or transfer or
any working, royalty, or other interest subject hereto shall be binding upon unit op-
erator until the first day of the calendar month after the unit operator is furnished
with the original, photostatic, or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon

approval by the Commissioner and the Division and shall terminate in > years
after such date unless (a) such date of expiration is extended by the Commissioner, or
(b) a valuable discovery of unitized substances has been made on unitized land during
said initial term or any extension thereof in which case this agreement shall remain in
effect so long as unitized substances are being produced in paying quantities from the
unitized land and, should production cease, so loﬁg thereafter as diligent operations ar»
in progress for the restoration of production or discovery of new production and so lunw

thercafter as the unitized substances so discovered are being produced as aforesald.

-
Wit

agrecement may be terminated at any time by not less than seventy-five percent (757)

4]

an acreage basis of the owners of the working interests, signatory hereto, with the apnre

of the Commissioncr and with notice to Division. Likewise, the failure to comply witi: t
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drilling requircments of Section B hercof, may subject this agreement to termina-
tion as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal thereof shall be

in conformity with allocations, allotments, and quotas made or fixed by the Commission,
and in conformity with all applicable laws and lawful regulatioms.

19. APPERANCES: Unit operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby,
before the Commissioner of Publ:ic Lands and the Division, and to appeal from orders
issued under the regulations of the Commissioner or Division, or to apply for relief
from any of said regulatioms ér in any proceedings on its own behalf relative to opera-
tions pending before the Commissioner or Division; provided, however, that any other
interest party shall also have the right at his own expense to appear and to parti-
cipate in any such proceeding.

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

21. UNAVOIDABLE DELAY: All obligations under this agreement requiring the

unit operator t§ commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement, shall be suspended while,
but only so long as, the unit operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or in part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation,inability to obtain necessary material_in 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 title to any tract of unitized land or

substantial interest therein shall fail, and the true owner cannot be induced to join
the unit agreement so that such tract is not committed to this agreement, or the oper-
ation thereof hercunder becomes impracticable as a result thereof, such tract may by

eliminated from the unitized area, and the interest df the parties rcadjusted as a r;—
sult of such tract being climinated from the unitized arca. In the event of a dispute

as to the title to any royalty, working, or other interest subject hercto, the unic

operator may withhold payment or delivery of the allocated portion of the unitizeg
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' substances involved om acressr thrwrof, wsiskest liability for interest omtil the dis—
pute is finally settlcd, prowided that no payments of funds due the State of New Mexivo
shall be withheld. Unit Operator, as such, is relieved from any responsibilicy for any
defect or failure of any title hercunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in lands within the unit

area not committed hercto, prior to the submission of the agreement for final approval
by the Commissioner and the Division, may be committed hereto by the owner or owners

of such rights, subscribing or consenting to this agreement, or executing a ratifi-
cation thereof, and if such owner is also a working interest owner, by subscribing to
the operating agreement providing for the allocation of costs of exploration, develeop-
ment, and operation. A subsequent joinder shall be effective as of the'first day of.:the
month following the approval by the Commissioné; and the filing with the Division of
duly executed counterparts of the instrument or instruments committing the interest of
such owner to this agreement, but such joining party or parties, before participating
in any benefits hereunder, shall be required to assume and pay to unit operator, their
proportionate share of .the uﬁit expenses incurreé prior to such party’s or parties
joinder in the unit agreement, an&ithg unit operator shall make appropriate adjustments

caused by such joinder, without any retroactive adjustment or revenue.

24, COUNTERPARTS: This agreement may be executed ia any number of counter-

parts, no one of which needs to be executed by all parties, or may be ratified or con-
sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratificationm,
or consent hereto with the same fo;ce and effect as if all such parties had signed the
same document, and regardless of whether or not it 1s executed by all other parties
ovning or claiming an interest in the lands within the above described unit area.

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

UNIT OPERATOR AND WORKING INTEREST OWNER

YATES BéiﬁOLEUMlCORPORATION

- MOPE TOR ¢
DATE: ¢-3-#¢ By ¢ — /‘t//&“

o Attorney-in~Fact
ATTEST .////

BY

OTHER WORKING TINTEREST OWNERS

Company

DATE: BY:




STATE OF NEW MEXICO )
: S8
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 saild corporation.

My commission expires: M )J J%, f e, —
e
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EXHIBIT B TO UNIT AGREEMENT

SANDSAGE STATE UNIT AGREEMENT

Schedule of Tract Numbers, Ownership and Participation

L/Ll/ U0

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
1 T158-R35E 160.00 LG~-3681 State Yates Petroleum Corporation None Yates Petroleum
Sec. 20: SWh 8/1/86 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.
25% each
2 T158-R35E 160,00 LG-3682 State Gas Producing Enterprises, None M & W of Lovington, Inc.
Sec. 21: NEL 8/1/86 1/8 Inc. 100%
3 T15S~R35E 320.00 LG-3683 State Yates Petroleum Corporation None Yates Petroleum
Sec. 29: N/2 8/1/86 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
v Mycoc Industries, Inc.
25% each
4 T15S-R35E 480,00 LG=-3726 State Yates Petroleum Corporation None Yates Petroleum
Sec. 16: NW4NEY%, SLNEY, 9/1/86 1/8 Corporation
NW4NWh, SL“NWY, Yates Drilling Company
SW4%, NE%SEY, Abo Petroleum Corporation
SW4SEY Myco Industries, Inc.
25% each
5 T15S-R35E 520.00 LG~-3798 State Yates Petroleum Corporation None Yates Petroleum
Sec. 9: NEY, NWkNWy, 10/1/86 1/8 Corporation
SkNwk, E4SwWk, Yates Drilling Co.
SEX% Abo Petroleum Corp.
Myco Industries, Inc.
25% each
6 T158-R35E 160.00 LG-3859 State Yates Petroleum Corporation None Yates Petroleum
Sec. 8: SEY 11/1/86 1/8 Corporation

Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.

25% cach



EXHIBIT B
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6/1/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCLNTAGE
7 T15S~R35E 120.00 LG~4031 State Cal-Mon Oil Company 6.25% ORRI John H. Hendrix 12.5000
Sec. 9: NE4NWk%, WhSW 2/1/87 1/8 Cal-Mon 0il Estoril Producing
Corporation Corporatien 12.5000
2.8125% Jack O. McCall 10.0000
Robert L. Joe R. Henderson 6.2500
Monaghan Ernest Angelo,Jr. 7.5000
.3125% Jack Markham 2.5000
A,T. Carlton Jan 0il Company 5.0000
3.1250% George A. Thomas 2.5000
William T. Thomas 2.5000
Joe N. Gifford 2.9167
Bascom L. Mitchell 2.9167
partnership 5.8334
11.B. Wisenbaker 2.9166
J.M. Welborn 2.5000
James S. DuBose 10.0000
Robert L. Monaghan 1.2500
Cal-Mon 0Oil

Company 11.2500

DCM 0il and Gas
Corporation 2.5000

Horseshoe 0Oil &
Gas Corporation 2.5000

8 T155-R35E 160.00 V-486 State Kerr-McGee Corporation 3.53% ORRI Kerr-McGee Corporation
Sec. 8: NE% 4/1/87 1/6 Roger Allen 100%

.50%

Randy Smith
.50%

Andy Lattu
.38%

Larry Schulz
20%

James King
.21%

W.W. Gibson
.33%

Earl Chisholm

1.00%

Bob Stevens
. 20%

Eugene Core
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BASIC OVERRIDE OR PRO-
TRACT LEASE NO., & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
9 T155-R35E 160.00 LG~4535 State Yates Petroleum Corporation None Yates Petroleum
Sec. 20: NE} 9/1/87 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.
25% each
10 T15S-R35E 160.00 V-652 State Great Western Drilling None Great Western Drilling
Sec. 16: NE4NWY%, NE4NEL, 12/1/87 1/6 Company Company 100%
NW4SE%, SE%SE4
11 T158~R35E 320.00 LG-5032 State Phillips Petroleum Company None Phillips Petroleum
Sec. 21l: W/2 1/1/88 1/8 Company 100%
12 T15S-R35E 160,00 v-1123 State Mitchell Energy Corporation None Mitchell Energy
Sec. 20: SE4 7/1/89 l/6 : Corporation 100%
i3 T155-R35E 160.00 V-1860 State Yates Petroleum Corporation None Yates Petroleum
Sec. 21: SE% 6/1/91 1/6 Corporation
) Mitchell Energy
Corporation
50% each

Total: 3040.00 - Acres of New Mexico Lands
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TRACT
NO. DESCRIPTION

BASIC
LEASE NO. &
ACRES EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

14 T15S~-R35E
Sec. 17: E/2SE/4

15 T15S-R35E
Sec. 17: NE/4

20.0000 Higgins Trust 3/16
Inc.
10/3/86

2.5000 LeRoy M. 1/6
Hostetler
10/29/86

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.3333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R,
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Dunlap
.0595%
Joseph Schuchardt III
.1190%
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ty, Ly

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEPLST
NO. DESCRIPTION EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWHER - PLERCENTAGE
16 T15S-R35E L.C. 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Clark, Jr. Corporation 40% Corporation-40%
4/18/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% -20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
-20%
Myco Industries, Inc.
-20%
17 T155-R35E Russell 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Mainard Corporation 40% Corporation -40%
4/18/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% -20%
Myco Industries, Inc., 20% Abo Petroleum Corporation
-20%
Myco Industries, Inc.
-20¢%
18 T158-R35E Mildred 3/16 Yates Petroleum None Yates Fetroleum
Sec, 17: NE/4 Lindsey Corporation 40% Corporaticn-40%
5/5/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% -20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
-20%
Myco Industries, Inc.
-20%
19 T15S-R35E Marilyn J. 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Williams Corporation 40% Corporation-40¢
formerly Yates Drilling Company 20% Yates Drilling Conmpany

Marilyn J. Darland
5/10/89

Abo Petroleum Corporation 20%
Myco Industries, Inc. 20%

-20%

Abo Petroleum Corporation
=209

Myco Industries, Inc.
-20%,
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TRACT
NO.

It
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DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

SYRURNT

OVERRIDL OR PRO-
DUCTION PAYMENT WOREING 1LTLHREST
AND PERCENTAGE OWHER - PEFCENTAGE

21

Sec.

T155~R35E

Sec.

T155~R35E

17:

17:

NE/4

MNE/4

5.5555

5.5555

Carlton James 3/16
Carmichael Estate
HBP

Madalyn Dotson 3/16
Bailey
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western DIrilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
.0446%

1.2500% ORRT Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B,
Culbert ,1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
. 04464
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO.
EXP. DATE

&

ROYALTY

LESSEE OF RECORD

(2% F\ [

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OVIIER - PERCENTAGE

22 T15S-R35L
Sec. 17: NE/4

23 T15S-R35E
Sec. 17: NE/4

5.5555

25.5556

Flo Brown
Little
HBP

Mary Jo
Dotson
HBP

3/16

3/16

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Conmpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Sarnuel H, Peppiatt

.1339%
Anita Rambo Dunlap

.0223%
Kenneth N. Dunlap

.0223%

Joseph Schuchardt 111
L0446%
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TRACT
NO.

1

ot 23

DESCRIFPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEFEST
OWHER - PEPRCENTAGE

25

Sec.

T155-R35E

Sec.

T155-R35E
17:

17:

NE/4

NE/4

5.5555

25.5556

Conrad M. 3/16
Gathings
HBP

Mary Scott 1/6
Gould by her
Attorney-in-

Fact, Ralph

B. Shank

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Westorn Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.333% ORRI Great Western Drilling
Raymond L. Corpany
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R,
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Cunlap
.0595%
Joseph Schuchardt III
. .1120%
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TRACT
NO. DESCRIPTIOCON

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

YR YA

OVERRIDE OR PRO-
DUCTION PAYIENT WORKIUG IHTLRLST
AND PERCIENTAGE OWHER - PERCIIFIAGL

26 T155~R35E
Sec. 17: NE/4

27 T155~R35E
Sec. 17: NE/4

5.5555

5.5555

Mary M. Stokes 3/16
and her husband
Jerry F. Stokes

HBP

H.D. White 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt I11
. 04401
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

e/, U0

OVERRIDE OR PRO-
DUCTION PAYMENT WCORKIIG INTERLST
AND PERCENTAGE CWNER ~ PLRCELTAGE

28 T155-R35E
Sec. 17: NE/4

29 T15S~R35E
Sec. 17: NE/4

2.7778

1.3890

Elva Moad 3/16
HBP

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt IIl
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth MN. bunlap
L0223%
Joseph Schuchardt 111
L04416%
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TRACT
NO.

Iz
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

o/ L

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWIER - PERCENTAGE

31

T15S-R35E
Sec. 17: HNE/4

T155-R35E
Sec. 17: E/2SE/4

1.3890

4.4445

Carroll Cobb 3/16
and his wife

Glenda Cobb

HBP

Madalyn Dotson 3/16
Bailey now Madalyn
Lansford

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald v.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H, Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% OPRRI Creat Westerin Drilling
Raymond L. Conpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
04468



EXHIBIT
Page 12

TRACT
NO.

I3
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

Ve

OVERRIDE OR PPO-
DUCTION PAYMENT
AND PERCENTAGE

WORKIUG INTLREST
OWHER - PERCENTAGE

32

33

T15S-R35E
Sec. 17: E/2SE/4

T155-R35E
Sec. 17: E/2SE/4

4.4445

14.4444

Flo Brown 3/16
Little
HBP

Mary Joe 3/16
Dotson
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Westecrn Dhrilling
Raymond L. Company
Noble .4762% 1002
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth M. Dunlap
.0223%
Joseph Schuchardt ITI
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
_ .0346%



LRy
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TRACT
NO.

of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

Sk e

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTLEREST
AND PERCENTAGE CWHER - PEPCENTACE

34

35

T15S-R35E
Sec. 17: E/2SE/4

T15S-R35E
Sec. 17: E/28E/4

4.4445

14.4444

Conrad M. 3/16
Gathings
HBP

Mary Scott 1/6
Gould, by her
Attorney-in-

Fact, Ralph B.
Shank

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Conpany
Noble .47623% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.3333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.05952 \
Kenneth N. bunlap
.0594s
Joseph Schuchardt 111
.1190%



Lauiplyt B
Page 14 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

OVERRIDE OR PRO-
DUCTION PAYMHENT WORKING INTEREST
AND PERCENTAGE OWNER -~ PERCENTACE

36 T15S-R35E
Sec. 17: E/2SE/4

37 T15S-R35E
Sec. 17: E/2SE/4

4, 4445

2,2222

H.D. White 3/16
HBP

Elva Moad 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRRI Great Vestern Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth M., Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Westcrn Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt II1
. . 0416%



O/ L

EXHIRBIT R
Page 15 of 23
BASIC OVERRIDE OR PRO=-
TRACT LEASE NO. & DUCTION PAYMENT WORKING ILTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCELTACE
38 T15S-R35E 1.1111 Harry H. Jung 3/16 Great Western Drilling 1.2500% ORRI Great Western Drilling
Sec. 17: E/2SE/4 and his wife, Company Raymond L. Company
Virginia M. Jung Noble .4762% 100%
HBP Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%
39 T15S-R35E 1.1111 Carroll Cobb 3/16 Great Western Drilling 1.2500% ORRI Great Western Drilling
Sec. 17: E/2SE/4 and his wife, Company Raymond L. Comparny
Glenda Cobb Noble .4762% 100%

HBP

Llewellyn B.
Culbert .1190%
Gerald v.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Ssamuel H. Peppiatt
.1339%
Anita Rambo Durlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
. 04463



EXHIBLIT B
Page 16 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO, &
EXP. DATE ROYALTY

LESSEE OF RECORD

OVERRIDE OR PRO-
DUCTION PAYMENT VOFKIHG INTEREST
AND PERCENTAGE OWIIER - PLEECENTAGE

40 T15S-R35E
Sec. 17: E/2SE/4

41 T15S-R35E
Sec. 17: E/2SE/4

4.4444

4.4444

Carlton James 3/16
Carmichael

Estate

HBP

Mary Stokes 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Conmpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B,
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
, .0446%



LXHIRIT B
Page 17 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

[SP RS

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING TUTLREST
AND PERCENTAGE OWHER - PERCENTAGE

42 T15S-R35E
Sec. 17: W/2SE/4

43 T15S-R35E
Sec. 17: W/2SE/4

6.6667

6.6667

Madalyn Dotson 3/16
Bailey
HBP

Flo Brown 3/16
Little
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500 ORRI Great Western Drilling

Raymond L. Company

Noble .4762% 100%

Llewellyn B.

Culbert .1190%

Gerald V.

Mendenhall
.2083%

Grant R.

Evans .1117%

Donald R.

McClung .1117%

Samuel H. Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt I1
.0446%

b

1.2500 ORRI Great Westcrn Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .119C%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. FPeppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. bunlap
.0223%
Joseph Schuchardt 111
: -0446%



EatlBil B
Page 18 of 23

TRNCT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO, &
EXP. DATE ROYALTY

LESSEE OF RECORD

G, LyE6H

OVERRIDE OR PRO~
DUCTION PAYMENT WORKING INTERLST
AND PERCENTAGE OWHER PERCEINTACE

44 T15S~R35E
Sec. 17: W/2SE/4

45 T15S~R35E
Sec. 17: WVi/2SE/4

16.6666

6.6667

Mary Joe 3/16
Dotson
HBP

Conrad M. 3/16
Gathings
HBP

Great Vlestern Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Conpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%.
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500 ORRI Great Western Drilling
Raymond L. Conpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald v,
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%



YN YRS

EXHIRIT B
Page 19 of 23
BASIC OVERRIDE OR FRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTLRREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWI'EP - PERCELNTAGE
46 T15S-R35E 16.6666 Mary Scott 1/6 Great Western Drilling 3.3333% ORRI Great Western Drilling
Sec. 17: W/2SE/4 Gould, by her Company Raymond L, Company
Attorney-in- Noble 1.2697%% 100%
Fact, Ralph Llewellyn B.
B. Shank Culbert .3174%
HBP Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Dunlap
.0595%
Joseph Schuchardt III
.1190%
47 T155-R35SE 6.6667 H.D. White 3/16 Great Western Drilling 1.2500 ORRI Great Western Drilling
Sec. 17: W/2SE/4 HBP Company Raymond L. Conmpany
Noble .4762% 100%

Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. FPeppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
0223%
Joseph Schuchardt III
L0446~



PANHLIBLT
Page 20

TRACT
MNO.

B
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

Ly oAb

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING 1UTERLST
AND PERCENTAGE OWHNER -~ PEPCLITMAGE

48

49

T15S-R35E
Sec. 17: W/2SE/4

T155~R35E
Sec. 17: W/2SE/4

3.3334

1.6666

Elva Moad 3/16
HBP

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 1003
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
] .0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .,1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans -1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
, .044614



Lo BT B
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

C\ F\ m\“u

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWHER - PERCENTAGE

50 T155~R35E
Sec. 17: W/2SE/4

51 T15S-R35E
Sec. 17: W/2SE/4

1.6666

6.6667

Carrall Cobb 3/16
and his wife,
Glenda Cobb

HBP

Carlton James 3/16
Carmichael

Estate

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans <1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald v.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
L0446



EXHIBIT B 6/1/86
Page 22 of 23

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
No. DESCRIPTION ACRES EXP. DATE __ROYALTY LESSER OF RECORD __AND PERCENTAGE  OWNFR - PERCENTAGE
H2 TISS-R3ILE (TNT1517Y) Mary M. Stokes 3/16 Great Western Drilling 1.2500% URRI Greal Wesstorn il bing
Sec. 17: W/2SE/4 and her husband Company Raymond L. Company
Jerry F. Stokes Noble .4762% 100%
HBP Llewellyn B.
Culbert .1190%
« Gerald V.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.

McClung .1117%
Samuel H. Peppiatt

' .1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
: Joseph Schuchardt III
< .0446%
53 T155-R35E 3.75 James Reed McCrory
Sec. 17: NE/4 Unleased
54 T155-R35E 3.75 LIBERTY NATIONAL BANK,
Sec. 17: NE/4 a New Mexico Corporation
as Trustee for the W.T.
Reed Trust
Unleased
55 T15S-R35E 10.00 Home Stake Royalty
Sec. 17: NE/4 Corporation
A

Tl V1
uliL€aseqa



EXHIBIT B
Page 23 of 23

6/1/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO, DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER -~ PERCENTAGE
56 T15S-R35E 5.00 Baruch-Foster

Sec. 17: NE/4

Corporation
Unleased

Total: 320.00 Acres of Fee Lands

Recapitulation
3040.00 Acres State Lands 90.47619%
320.00 Acres Fee Lands 9.52381%

3360.00 Acres Total 100.00000%



my': §8— (Producer’s Revised 1965) (New Mewico) Form 342 Printed ond f3r sale by Hall-Poorbough Press, Roswell, N. M.

OIL & GAS LEASE

TIIS AGREEMENT made this __20th day of Iuna 19 86 Letween

James Reed McCrory, dealing in his separate property,
of P. O. Box 25764, Albuquerque, New Mexico 87125

phone number (505) 247-8883 of o .
YATES PETROLEUM CORPORATION-407%; YATES DRILLING CAPANY-20%; ABO PETROLEM CCRPOPATION-20%,

/o;

hcrm@lmgoormmamnrmcd _2070 a]—l NGW MGXiCO CorporationsL ., lenpee:

1. Lensor, in conaideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royaltien herein provided and
of the agreements of the lessee herein contained, hercby urants, lcuses and leta exclunively unto lewnee for the purpose of investigating, exploring, proapectling,

drilling, and operating for and producing oil and yaw, injecting uss, wutern, other fluids, and air into subaurface siratu, laying pipe lines, storing oil, huilding

tanks, roadways, telephone lines, and other structuren and things thereon to produce, save, take care of, treat, process, store and transport said minerals, the
Lea )

following described land in County, New Mexico, to-wit:

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

For the purpose of calculating the renta]l payments hereinafter provided for, aaid land is estimated to compriue_s_z-_O_.._Q_Q___ acren, whether it actuanlly
comprises more or less. .

2. Subject to the other provisions herein contained, thia lease shall remain in force for a term of 4 years from this date (called “primary term*’), and
as long thereafter as oil or uas, ia produced from said land or isnd with which said land is pooled.
3. The royaities to be puid by lessee are: (a) on oil. and on other liquid hydrocarbons saved at the well, 3 of that produced and saved from asaid land,

name to be delivered at the wells or to the credit of lessor in the pipe line to which the wella may be connected :L‘(b) on gas, including casinghead gas and all gan-
eous substances, produced from said land and sold ar used off the premines o» in the manufacture of gasoline or other producf therefrom, the market value at
the mouth of the well of 1. of the gas so aold or used, provided that on gas suld at the wells the royalty shall be = of the amount realized from
auch sale: (¢) and at any tim&when this leuse is not validated by other provisions hereof and there is a gas and/or condenaate ‘well on said land. or land pooled
therewith, but gas and/or condensate is not being wo sold or used and such welil is ahut in, either before or after production therefrom, then on or before 90 days
after said well in shut in, ard thereafter at annusl intervals, lensee may pay or tender an advance annual shut-in royalty equal to the amount of delay rentals
provided for in this lease for the acreage then held undcr this lesne by the party making such payment or tender, and so long as said shut-in royalty is paid or
tendered this lease shall not terminate and it will be considered under all clauses hereof that gas is being produced from the leased premines in paying quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would be
paid under this leane if the well were in fact producing, or be paid or tendered to the credit of such party or parties in the depository bank end in the manner
hereinafter provided for the payment of rentals. ot

4. 1f operations for drilling are not commenced on said land or on land pooled therewith on or before one (1) year from this date, this lease shall terminate

2320.00

as to both parties, unlesa on or before one (1) year from this date Jessee shall pay or tender to the lessor a rental of § (See PE L #12) which
shal] cover the privilege of ceferring commencement of such operations for a period_of tweilve (12) months. In like manner and upon like payments or tenders,
annually, the commencement of said operations may be further deferred for successive periods of twelve (1?) months each during the primary term. Payment

or tender may be made to the lessor or to the credit of the lesmr‘ in the leertL Natlonal Bank Bank

at P 2 O L BOX 16 27 I 4 LOVington f 4 New MeXiCO 8826 0 which bank, or any successor thereof, shall

continue to be the agent for the lessor and lessor’'s heirs and assigns. If such bank (or any successor bank) shall fail, liquidate, or be succeeded by another bank,
or for any reason shall fajl or refuse to accept rentsl, lessee shall not be held in default until thirty (30) days after lessor shall deliver to leasee & recordable
instrument making provision for another acceptable method of payment or tender, and any depository charge is a ligbility of the lessor. The payment or tender
of rental may be made by check or draft of lessee, mailed or delivered to said bank or lessor, or any lessor il more than one, on or before the rental paying
date. Any timely payment or tender of rental or shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in
whole or in part ms to parties. amounts, or depositories shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a
proper payment had been made: provided, however, lessee shall correct such error within thirty (30) days after lessee has received written notice thereof by
certified mail from lessor together with such instrumentis as sre necessary to enable lessee to make proper payment.

5. Leasee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horiton thereof
with any other land, lease, leases, mineral estates or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by law or by the New Mexico Oil Conservatian Commission or by other lawful authority for the pool or area in which said land is situated, plus
& tolerance of 107 . Lessee shall file written unit designations in the county in which the premises are located and such units may be designated from time to
time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all pur-
poses, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall be allocated to the land
covered by this Jease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease
or unit operations, which the number of surface acres in the land covered by this lease included in the unit bears to the total number of surface acres in the
unit, The production so allocated shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerais
from the portion of said land covered hereby and included in said unit in the same manner as though produced from said land under the terms of this jease.
Any pooled unit designated by lessee, as provided herein! may be dissolved by lessee by recording an appropriate instrument in the County where the land is sit-
uated at any time after the completion of a dry hole or the cessation of production on said unit.

6. If prior to the discovery of oil or gas hereunder, lessee should drill and abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should cease for any cause, this lease shall not terminate if lessee commences reworking or additional drilling operations within 60 days
thereafter and diligently prcsecutes the same, or (if it be within the primary term) commences or resumes the payment or tender of rentals or commences
operations for drilling or reworking on or before the rental paying date next ensuing after the expiration of three months from date of abandonment of said
dry hole or holes or the cessation of production. If at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in operations
for drilling or reworking of any well, this lease shall remain in force so long as such operations are diligently prosecuted with no cessation of more than 60
consecutive days. If during the drilling or reworking of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in good
faith is unable to complete said operations then within. 30 days after the abandonment of said operations lessee may commence another well and drill] the same
with due diligence. If any drilling, additional drilling, or reworking operationa hereunder result in production, then thia lease shall remain in full force so long
thereafter as oil or gas is produced hereunder.

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty
shall be computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove all property and
fixtures placed by lessee on said land, including the right to draw and remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated
lands below ordinary plow depth, and no well shail be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without lessor's con-
sent, Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling
thereon, out of any surplus gas not needed for operations hereunder.

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to the heirs, executors, administrators,
successors and assigna; but no change or division in the ownership of the land, or in the ownership of or right to receive rentals, royaities or payments, however
accomplished shall operate to enlarge the obligations or diminish the rights of lessee: and no such change or division shall be binding upon lessee for any pur-
pose until 30 days after lessee has been furnished by certified mail at lessee’s principal place of business with acceptable instruments eor certified copies
thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, lessee may pay or
tender any rentals, royalties or payments to the credit of the deceased or his estate in the depository bank until such time as lessee has been furnished with
evidence satisfactory to lessee as to the persons entitled to such sums, In the event of an assignment of this lease a3 to a segregated portion of said land, the
rentals payable hereunder shalli be mpportioned aa between the several lemsehold owners ratably according to the surface area of each, and defauit in rental
payment by one shall not affect the rights of other leasehold owners hereunder. An assignment of this lease, in whole or in part, shall, to the extent of such
assignment, relieve and discharge lessee of any obligations hereunder, and, if leasee or assignee of part or parts hereof shall fail or make default in the payment
of the proportionate part of the rentais due from such lessee or assignee or fail to comply with any other provision of the lease, such default shall not affect this
leane in a0 far aa it covers & part of said lands upon which lessee or any assignee thereof ghall 80 comply or make such payments. Rentals as used in this
paragraph shall also include shut-in royalty.

9. Should lensee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations here-
under, or from producing oil or gas hereunder by resson of scarcity or inability to obtain or use equipment or material, or by operation of force majeure, or
by any Federal or state law or any order, rule or regulation of governmental authority, then while so prevented, lessee’s duty shall be suspended, and lensee
ahafl not be liable for failure to comply therewith; and this lease shall be extended while and so iong as Jessee is prevented by any such cause from conducting
drilling or reworking operations on or from producing oil or gas hereunder: and the time while lessee isa s0 prevented nmhall not be counted against leasee,
anything in thisa lease to the contrary notwithstanding.

10. I.wsor hereby warrants and agrees to defend the title to said land, and agrees that lesmee, at its option, may discharge mny tax, mortzage, or other
lien upon said land, and in the event lensee does 8o, it shall be subrogated to such lien with the right to enforce same and apply rentals and royaities accruing
hereunder toward satiafying same. Without impairment of leusce’s rights under the warranty, if this lease covers a less interest in the oil or gas in all or any
part of said land than the entire and undivided fee simple estate (whether lessor’s interest is herein specified or not) then the royaities, shut-in royality, rental
and other payments, if any, accruing from any part 88 to which this lease covers less than such full interest, shall be paid only in the proportion which the
interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as
lessors fail to execute this lease, it shall nevertheless be binding upon the party or partiea executing the same,

11. Lensee, ita/his successors, heirs and assigns. shall have the right at uny time to surrender this lease, in whole or in part, to lessor or his heirs, aucces-
sors, and mssigns by delivering or mailing & release thereof to the lessor, or by placing a release thereof of record in the county in which aaid lund is rituated ;
thereupon lessee shall be relieved from all obligations, expressed or implied, of thisa agreement as to acreage so surrendered, and thereefter the rentals -n&

ahut-| it able hersundepr shall be reduced in the proportion that the acreage covered h i ed by said relemse or rele .
15."'¥Ei§°¥s Eﬁb;&d'uﬁ lease andhaii rentals are ﬁaléﬁbff?ﬂffﬂ‘ér {he term of this lease. The
name of the depository bank is inserted herein soley for rhe purpose of shut-in royalty payment:

Exhibit "A" attached and signed for identifica

: ~1
Executed the day and year first above written. N 7’ 74 / ’/)046'),/“/ﬁ
P2 L Cee K T e
’ 7
,/‘/James Reed McCrory 7

[
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EXHIBIT "A"

Attached to and made a part of that certain 0il and
Gas Lease, dated Tune 26 , 1986, by and between

James Reed McCrory, Lessor and YATES PETROLEIM CORPORATION,
etal. , Lessee.

A-1 The terms typed hereafter shall take precedence over any terms
contained in the attached lease.

A-2 Although Lessee has the right hereunder to use the surface
estate of the above described lands, Lessee shall nevertheless pay to
the surface owner reasonable sums for damages to the surface estate,
including reasonable sums for damages to water rights and improve-
ments, and for damages to livestock and grazing lands. Surface damage
payments to the surface owner shall be at least the customary or going
rate,

A-3 Lessee's right to continue this lease beyond the primary term
by payment of "shut~in gas royalty" shall be limited to a maximum
period of four (4) years from the expiration of the primary term of
this lease.

A-4 At the expiration of the primary term hereof, Lessee agrees to
commence a continuous drilling program on "said land" and thereafter
continue such program until all the New Mexico 0il Conservation
Commission or other governing State or Federal Regulatory Agency
proration units have been drilled, allowing not more than one hundred
eighty (180) days to elapse between the completion or abandonment of
one well and commencement of operations for the drilling of another
well. Should Lessee fail’ to commence this program or subsequently
default in the performance thereof, then in either event this lease
shall terminate as to all lands covered hereby, save and except the
New Mexico O0il Conservation Commission or other governing State or
Federal Regulatory Agency proration unit for each producing well or
shut~-in well. There shall be no liability on the continuous drilling
program, save and except . for the termination of this lease as to
nonproductive proration units as above provided.

A-5 Notwithstanding anything to the contrary elsewhere in this

lease, this lease is made by Lessor without warranty of any kind,
express or implied.

!

Vd
D FOR IDENTIFICATION: L4

A ed
e lé/ %g L1t
d£>}émes Reed McCrory

B
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OIL & GAS LEASE

THIS AGREEMENT made this 26th day of Jme 19_8_6, between
Liberty Naticnal Bank, Trustee for the W. T. Reed Trust

P, O, BOX 1627
ot Lovinaoton. NM 88260
YATES PETROLEUI! CORPORATION-407; YATES DRILLING COMPANY-20%; ABO PETROLEUM CORPORATION-20%;
né e A HGQuT NS TRIES moldiGm=20%;_all New Mexico Corporations. . lewnee:

1. Lewsor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of -which i8 here acknowledged, =nd of the royalties herein provided and
of the axreementa of the lessec herein contained, hercby grants, leaacs and leta exclusively unto lessee for the purpome of investigating, exploring, proapecting,
drilling, and operating for and producing oil and gas, injecting xas, waters, other fluids, and air into subaurface strata, laying pipe linen, storing ofl, building
tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take care of, treat, procens, store and transport said minerals, the

following described land in Lea County, New Mexico, to-wit:

Township 15 South-Rarie 50 East
Section 17: N

. N . . 27
For the purpose of calculating the rental payments hereinafter provided for, said land is estimated to compnse_B‘iM___ acres, whether it actually
comprises more or Jess,

2. Subject to the other provisions herein contained, this lease shall remain in force for = term of [{_ years from this date (called “primary term’’), and
as long thereafter as oil or gas. is produced from said land or land with which said land is pooled. 1

3. The roy-lties to be paid by lessee are: (a) on oil, and on other liquid hydrocarbons saved at the well, % of that produced and saved from said land,
same to be delivered at the wells or to the credit of lessor in the pipe line td which the weils may be connected ; ?b) on gas, including casinghead gus and all gaa-

eous subatances, produced fromisaid land and sold or used off the premises or in the manufacture of masoline or other proq.uct therefrom, the market value at
the mouth of the well of % of the gas 50 sold or used, provided that on grs suld at the wells the royalty shall be 7 of the amount realized from
such sale: (c) and at any time when this lease is not validated by other provisions hereof and there in & gas and/or condensate well on said land, or land pooled
therewith, but gas and/or condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then cn or before 90 days
after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance annual shut-in royalty equal to the amount of delay rentals
provided for in this lease for the acreage then held under thia lease by the party making such payment or tender, and so long as maid shut-in royalty is paid or
tendered this lease shall not terminate and it will be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would be
paid under this lease if the well were in fact producing, or be paid or tendered to the credit of such party or parties in the depository bank and in the manner
hereinafter provided for the payment of rentals,

4. If operations for drilling are not commenced on said land or on land pooled therewith on or before one (1) year from this date, this lesase shall terminate

" $320.00
as to both parties, unless on or before one (1) year from this date lessee shall pay or tender to the lessor a rental of § _LSLE_PAR._U:].Z.)_ which

shall cover the privilege of deferring commencement of such operations for a period of twelve (12) months., In like manner and upon like payments or tenders,
annually, the commencement of said operations may be further deferred for successive periods of twelve (12) months each during the primary term. Payment

Liberty National

or tender may be made to the lessor or to the credit of the lessor in the

at P. 0. Box 1627 £ LOVington L NM 88260 which bank, or any successor thereof, shall

continue to be the agent for the lessor and lessor's heirs and assigns. If such bank (or any successor bank) shall fail, liquidate, or be succeeded by another bank,
or for any reason shall fail or refuse to accept rental, lessee shall not be held in default until thirty (30) days after lessor shall deliver to lessee a recordable
instrument making provision for another acceptable method of payment or tender, and any depository charge is a liability of the lessor. The payment or tender
of rental may be made by check or draft of lessee, mailed or delivered to said bank or lessor, or any lessor if more than one, on or before the rental paying
date. Any timely payment or tender of rental or shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in
whole or in part as to parties, amounts, or depositories ahall nevertheless be sufficient to prevent termination of this lease in the same manner as though =
proper payment had been made; provided, however, lessee shall correct; such error within thirty (30) days after lessee has received written notice thereof by
certified mail from lessor toge:her with such instruments as are necessary to enable lessee to make proper payment.

6. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof
with any other land, lease, lesses, mineral estates or parts thereof for the production of oil or gas. Units pocled hereunder shall not exceed the standard pro-
ration unit fixed by law or by the New Mexico Qil Conservation Commission or by other lJawful authority for the pool or area in which said land is situated, plus
a tolerance of 109 . Lessee shall file written unit designations in the county in which the premises are located and such units may be designated from time to
time and either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all pur-
poses, except the payment of royalty, as operations conducted upon or production from the land described in this lease. There shall bhe allocated to the land
covered by. this lease included in any such unit that portion of the total production of pooled minerals from wells in the unit, after deducting any used in lease
or unit operations, which the number of surface acres in the land covered by this lease included in the unit bears to the total number of surface scres in the
unit. The production so nllocated shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals
from the portion of said land covered hereby and included in ssid unit in the same manner as though produced from said land under the terms of this lease.
Any pooled unit designated by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument in the County where the land is sit-
uated at any time after the completion of a dry hole or the cessation of production on said unit.

6. If prior to the discovery of oil or gas hereunder, lessee should drill and abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should cease for any cause, this lease shall not terminate if lessee commences reworking or additional drilling operations within 60 days
thereafter and diligently prosecutes the same, or (if it be within the primary term) commences or resumes the payment or tender of rentala or commences
operations for drilling or reworking on or before the rental paying date next ensuing after the expiration of three months from date of abandonment of said
dry hole or holes or the cessation of production. lf at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in operations
for drilling or reworking of any well, this lease shall remain in force so long as such operations are diligently prosecuted with no cessation of more than 60
consecutive days. 1If during the drilling or reworking of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in good
faith is unable to complete said operations then within 30 days after the abandonment of said operations lessee may commence another well and drill the same
with due diligence. If any drilling. additional drilling, or reworking operationa hereunder result in production, then this lease shall remain in full force so long
thereafter as oil or gas is prodiced hereunder.

7. Leesee shall have free use of oil, gas and water from said land, except water from lessor’'s wells and tanks, for all operations hereunder, and the royalty
shall be computed after deducting any so used., Lessee shall have the right at any time during or after the expiration of this lease to remove all property and
fixtures placed by lessee on said land, including the right to draw and remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated
lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said land without lessor’'s con-
sent. Lensor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling
thereon, out of any surplus gas not needed for operations hereunder.

B. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to the heirs, executors, administratora,
successors and assigns: but no change or division in the ownership of the land, or in the ownership of or right to receive rentals, royalties or payments, however
accomplished shall operate to enlarge the obligations or diminish the rights of lessee; and no such change or division shall be binding upon lessee for any pur-
pose until 30 days after lessee has been furnished by certified mail at lessee’s principal place of business with acceptable instruments or certified copies
thereof constituting the chain of title from the original lessor. If any such change in ownership occurs through the death of the owner, leisee may pay or
tender any rentals, royalties or payments to the credit of the deceased or his estate in the depository bank until such time as lessee has been furnished with
evidence matiafactory to lessee as to the persons entitled to such sums. In the event of an assignment of this lease 83 to a segregated portion of said land, the
rentals payable hereunder shall be apportioned as between the several leasehold owners ratably according to the surface area of each, and default in rental
payment by one shall not affect the rights of other leasehold owners hereunder. An assignment of this lease, in whole or in part, shall, to the extent of such
assignment, relieve and discharge lessee of any obligations hereunder, and, if lessee or assignee of part or parts hereof shall fail or make default in the payment
of the proportionate part of the rentals due from such lessee or assignee or fail to comply with any other provision of the lease, nuch default shall not affect this
Jease in 80 far as it covers a part of asid lands upon which lessee or any assignee thereof shall so comply or meke such payments. Rentals as used in this
paragraph sha]l also include shut-in royalty.

9. Should lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations here-
under, or from producing oil or gas hereunder by reason of mcarcity or inability to obtain or use equipment or material, or by operation of force majeure, or
by any Federal or state law or any order, rule or regulation of governmental authority. then while so prevented, lessee’'s duty shall be suspended, and lessee
shall not be liable for failure to comply therewith: and this lease shall be extended while and 80 long a8 lesaee is prevented by any such cause from conducting
drilling or reworking operations on or from producing oil or gas hereunder; and the time while lessee is so prevented shall not be counted against lessee,
anything in this lease to the contrary notwithstanding.

10. Lesasor hereby warrarts and agrees to defend the title to said land, and agrees that lessee, at its option, may discharge any tax, mortgage, or other
lien upon said land, and in the event lessee does 8o, it shall be subrogated to such lien with the right to enforce same and apply rentals and royalties accruing
hereunder toward satisfying same. Without impairment of lessee’s rights under the warranty, if this lease covers a less interest in the oil or gas in all or any
part of said land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) then the royalties, shut-in royalty, rental,
and other payments, if any, aceruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the
interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein., Should any one or more of the parties named above as
lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same.

11. Lessee, ita/his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, succes-
sors, and assigns by delivering or mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said Jand is situated;
thereupon lessee shall be relieved from all obligations, expressed or implied, of this agreement as to acreage Bo surrendered, and thereafter the rentals and
shut-in royaity payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said release or

N . \releases. ,
12. This is a paid up lease and all rentals are paid in full for the term ofteﬁls lease. The
name of the depository bank is imserted herein soley for the purpose of shut-in royalty payments

Bank

Exhibit "A" attached and signed for identification.

Executed Ahe day and yeax firat above written,
arESt ) A
A Aeiacton Ehe e Roed-tpnars: Trustee for
vPé Castize. /Wl (Var . aT0.
IDX85=6084 126 v
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STATE OF NEW MEXICO )
: SS
COUNTY OF LEA )
The foregoing instrument was acknowledged before me this 21st day of

Julv , 1986 by Vikki Clark, Assistant Trust Officer

of T.ibertv National Bank

My Cormission expires: )
e
!

june 27, 1988 ( K idecy 7

” Notary BbIic N\




EXHIBIT "A"

Attached to and made a part of that certain 0il and
Gas Lease, dated June 26, , 1986, by and between
Liberty National Bank, Trustee for the W, T. Reed
Trust, Lessor and _YATES PETROLEUM CORPORATION etal.

, Lessee,

A-1 The terms typed hereafter shall take precedence over any terms
contained in the attached lease.

A-2 Although Lessee has the right hereunder to use the surface
estate of the above described lands, Lessee shall nevertheless pay to
the surface owner reasonable sums for damages to the surface estate,
including reasonable sums for damages to water rights and improve-
ments, and for damages to livestock and grazing lands. Surface damage
payments to the surface owner shall be at least the customary or going
rate.

A-3 Lessee's right to continue this lease beyond the primary term
by payment of "shut-in gas royalty" shall be limited to a maximum
period of four (4) years from the expiration of the primary term of
this lease.

A-4 At the expiration of the primary term hereof, Lessee agrees to
commence a continuous drilling program on "said land" and thereafter
continue such program until all the WNew Mexico 0il Conservation
Commission or other governing State or Federal Regulatory Agency
proration units have been drilled, allowing not more than one hundred
eighty (180) days to elapse between the completion or abandonment of
one well and commencement of operations for the drilling of another
well. Should Lessee fail to commence this program or subsequently
default in the performance thereof, then in either event this lease
shall terminate as to all lands covered hereby, save and except the
New Mexico 0il Conservation Commission or other governing State or
Federal Regulatory Agency proration unit for each producing well or
shut-in well. There shall be no liability on the continuous drilling
program, save and except for the termination of this lease as to
nonproductive proration units as above provided.

A-5 Notwithstanding anything to the contrary elsewhere 1in this
lease, this lease 1is made by Lessor without warranty of any kind,
express or implied.

SIGNED &OR IDENTIFICATION:
. b‘A' ﬂkbf %Akn A’ . Q.

Lib¥rty National Bank,
. Trustee for the W. T. Reed Trust
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OlL AND GAS LEASE
PAID UP

AGREEMENT, Ma;i@ﬁnd engered int l6th day of June 19_86 .

'LZ
by and between ome-3take Royvalty Corporation, 2800 First National Tower,
lulgsa, UK. 74103

and _Yates Petroleum Corporation, 207 South 4th St
Artesia, NM. 88710 . lessee.

WITNESSETH, That the said lessor, for and In conslderation of TEN and no/100 ($10.00) DOLLARS, cash in hand paid, receipt of which is hereby ack-
nowledged and of the covenents and agreements herainafter contained on the part of lessee to be paid, kept and performed, has granted, demised, leasad
and let and by these presents does grant, demise, lease and fet unto the said fessee, for the soie and only purpose of exploring by geophysicai and other
methods, mining.and operating for oil {including but not limited to distillate and condensate) and gas {Including but not limited to casinghead gas and
all other constituents), and far taying pipe lines, and building tanks, power stations and structures thareon toEroduce, save and take care of said products,
all that certain tract of land, together with any reversionary rights therein, situated in the County of ea

State of BRI IBKKKdescribed as follows, to-wit:

lessor {whether one or more}

New Mexico NE/4
of Section 1.7 , Township l 5 S Range 3 5 E and containing 1 6 0 acres, more or tess.
Subject to other provisions herein, this lease shall remain in force for a term of vears from date (primary term), and as long there-

after as oil or gas, or eith2r of them, is produced in paying quantities from said land by the lessee.

In consideration of the premises the said lessee covenants and agrees:

1st. To deiiver to the credit of lessor, free of cost, in the pipe line to which lessee may connect its wells, or at the option of the lessor to such plpe line
as the lessor may dilec *D(mbﬁkof all oﬂ ('l}fluding but not limited to condensate and distillate) produced and saved from the leased premises.

- o - ost, in the pipe line to which lesses may connect its walls, or at the option of the lessor to such pipe
line as the lessor may direct, XYXBOX of all gas (including but not limited to casinghead gas and all other constituents) produced and saved from the
leased premises. During any period (whether before or after the expiration of the primary term) when gas is not being sold or used and the well or
wells are shut In and there Is no current production of oil or other operations on said leased premises sufficient to keep this lease In force, lessee shail
pay or tender to lessor & royalty of Twenty Five Dollars ($25.00) per year per net royaity acre retained hereunder, such payment or tender to be made
on or before the expiration of ninety (30) days from the date such well is shut in and thereafter on the same date annually during the periad such well
is shut in, provided that lessee may not keep this lease in force by making such shut-in payments for more than three (3} consecutive years beyond the
explration of the primary term. When such payment or tender is so made it will be considered that gas is being produced within the meaning of this leass.
LLessor shall have the privilege at its risk and expense of using gas from any weli, producing gas only, on the ieased premises for stoves and inside lights
in the principsl dwelling thereon out of any surplus gas not needed for cperations hereunder. Rovyaities on oil and gas payable to the lessor hereunder
shall be free and clear of transportation, compression and processing costs provided that any extra transportation costs incurred by delivery, at the
directions of lessor, of lassor's share of oil and/or gas to a pipe line other than the pipe line to which lessee connects its wells shall be charged to lessor.

This lease is a paid up lease for the primary term and shall require no rental payments during said term except as otherwise provided herein for shut-
in payments, |f the lessee shall commence to drill a well on the leased premises within the primary term it shall have the right to drill such well to com-
pietion with reasonable diligence and dispatch, and if oil or gas, or either of them be found in paying quantities, this lease shall continue and be In force
with like effect as If such well had been completed within the primary tarm. ‘““Commence to drill a well’’ shall be deemed to mean commencement of
actual drilling of a hole with a drliling rig capable of drilling to the total depth of the proposed well.

Lessoe, at its option, is hereby given the right to pool or combine the acreage covaered by this lease or any portion thereof with other land, leaseor
leases in the immediate vicinity thereof, when In lessee’s judgement it is necassary or advisable ta do so in order to properly develop and operate said lease
premises so as to promote the conservation of oil and aas in and under and that may be produced from sald premises. such noolina to be of tracts contl-
guous to one another and to be into a unit or units which shall not exceed 80 acres each in the svent of an oil well, or into a unit or units which shall not
exceed 640 acres each in the event of a gas well, plus a tolerance of ten percent (10%). Lessee shall execute in writing and record in the conveyance
records of the county in which the land herein leased is situated an instrument identifying and describing the pooled acreage. The entire acreage so
pooled Into a tract or unit shall be treated, for all purposes except the payment of royalties on production from the pooled unlt, as if it were included
in this lease, |f production is found on the pooled acreage, it shall be treated as if production is had from this lease, whether the well or wells be located
on the premises coverec by this lease or not. In lieu of the royalties elsewhere herein specified, lessor shall receive on production from a unit so pooled
only such portion of the rovyalty stipulated herein as the amount of his acreage placed In the unit of his royaity interest therein an an acreage basis bears
to the total acreage so pooled in the particular unit involved.

Production at the end of the primary term on a drilling or spacing or production unit established by the governmental regulatory agency having
jurisdiction shall not hcld this lease as to acreage covered hereby not included in such unit, mm§ m mm
KKK RS BRI B KRR Hk o BTk SRt Aea KA Mot i Kol R e §§£3& L 132
%%m;%wgm@iw roduction at e end o e_primaty term sha e} his lease only as to osa minerals

) below the deepest test well T.D,, not to exceed 13,200',

If any State, U.S., or other governmental agency or authority shall grant or create a unit, or units, of which this leasehold acreage may be a part and
which has an acres-per-well ratio in excess of 80 acres per weli for an oif unit or 640 acres per well for a gas unit, plus a tolerance of ten parcent (10%),
Lessor and Lessee agree, as part of the considaration for this lease, that Lessor’s interest shall neverthelass be calculated as if said unit, or units, contained
the number of acres calculated by using an acres-per-wel] ratio of B0 acres per well for an oil unit or 640 acres per well for a gas unit, regardiess of the
actual acres contained in said unit or units,

If said lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties and rentals
herein provided shsll be paid to the lessor only in the proportion its interest bears to the whole and undivided fee.

Lesses shall have the right to use, free of cost, gas, ail and water produced on said land for its operations thereon, except water from waells of lessor,

When requested by the lessor, lessee shalt bury his pipe lines below plow depth, or below 30", whichever is deeper.

No well shall be drilled nearer than 200 faet to the house or barn now on said premises, without the written consent of the lessor.

in the svent a well or wells producing oil or gas in paying quantities shouid be brought in on adjacent land and draining the leased premises, Lessee
agrees to drill such offset wells as a reasonably prudent aperator would drill under the same or similar circumstance. If oil or gas is discovered on the Jand
covered by this lease, cr on land pooled therewith, Lessee agrees to further develop the land covered by this lease as a reasonable and prudent operator
would under the same cr similar circumstances,

Lessee shall pay for all damages caused by its operations to growing crops on said land.

Lessee shall have the right at any time before or within six months after the expiration of this lease to remove all machinery and fixtures placed on
said premises, including the right to draw and remove casing.

If the estate of either party hereto Is assigned, and the privilege of assigning in whole or In part is expressly allowed, the covenents hereof shall
extend to thelr heirs, executors, administrators, successors or assigns, but no change in the ownarship of the land or assignment of rentais or royaltiaes shall
be binding on the lessee until after the lessee has been furnished with 8 written transfer or assignment or a true copy thareaf. In case lessse assigns this
lease, in whole or in part, lessee shall be relieved of all obligations with respect to the assigned portion or portions arising subsequent to the date of
assignment.

Lessee agrees that in the event Lessee desires to assign this lease that within 30 days after such assignment Lessee will furnish to Lessor by registered
mail a true and correct copy of said assignment which shall contain the name and address of assignee and the interest assigned,

All exprassed or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules and Regulations, and this
lease shall not be terminated, in whole or in part, nor lessee held liable in damages, for failure to comply therewith, if compliance is prevented by, or such
fallure is the result of any such Law, Order, Rule or Regulation.

It is understood that this lease is executed without warranty of title, either express or implied.

The undersigned lessors, for themselves and their heirs, successors and assigns, hereby surrender and release all rights of dower and homestead in the
premises herein describied, insofar as said right of dower and homestead may in any way affect the purposes for which this lease is made as recited herain.

Lessor hereby agrees that tha lessee shall have the right at any time to redeem from lessor, by payment, any mortgages, taxes ar other liens on the
above described lands, in the event of defauit of payment by lessor, and be subrogated to the rights of the holder thereaf.

All reference made herein to 3/16th royalty shall be amended to read
1/4 royalty.

IN TESTIMONY WHE REOF, we sign this the ___ 1+ 0CT day ot June .19__86

THE HO%?SA‘AKIE,ROYAK{Y CORPORATION ATTEST: UK feut o
BY: /G(l/lu{(/( W‘ W.G. SEAL, SECRETARY

4 {Seal)

E C. MPSON,
Rdﬁ\‘R’l‘ /s/r z/ PRESIDENT
\

(Seal)

(Seal}
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~
STATE OF OKLAHOMA,

} ss. (ACKNOWLEDGMENT FOR INDIVIDUAL)
County ot ____

Betore me, the undersigned, a Notary Public, in and for said County and State, on this day of , 19 ,
personally appeared
personally known to me to be the identical person ... who Qxechw,d the within and foregoing instrument, and acknowiedged to me that _
executed the saime as : = fr‘?e ahd volunt‘éry act and deed, for the uses and purposes therein set forth,

INWITNESS WHEREQF, | have hehn\‘umo set my official signature and affixed my official seal the day and year first above written.

SR [
My commission expires Notary Pubiic
STATE OF OKLAHOMA,
13 (ACKNOWLEDGMENT FOR INDIVIDUAL)
County of
Before me, the undersigned a Notary Public, in and for said County and State, on this day of , 19 ,
personally appeared
personally known to me to be the identical person . .. who executed the within and foregoing instrument, and acknowledged to me that
executed the same as free and voluntary act and deed, far the uses and purpases therein set forth.

INWITNESS WHEREOQF, | have hereunto set my official signature and affixed my official seal the day and vear first above written,

My commuission expires Notary Public

STATE OF OKLAHOMA,

ss. {ACKNOWLEDGMENT FOR INDIVIDUAL}
County of
Before me, the undersigned, a Notary Public, in and for said County and State, on this day of , 19 .
personally appeared
personally known to me to be the identical person . .. who executed the within and foregoing instrument, and acknowledged to me that
executed the same as free and voluntary act and deed, for the uses and purposes therein set forth.

IN WITNESS WHEREOF, | have hereunto set my official signature and affixed my official seal the day and year first above written.

My commission expires

Notary Public
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STATE OF OKLAHOMA,

M ss. {ACKNOWLEDGMENT FOR CORPORATION)
County of _ Mt

On this . /Q% day of __

State atoresaid, personally appeart

to me known to be the identical person . .. who subscribed the name of the faker thereof to the foregoing instrumentasits .~
and achnowledged to me that ___ executed the same as free and voluntary act and deed and as the free und voluntary

act and d=ed of such corporanion, for the uses and purposes therein set forth.

Given uncer my hand and seal of office the day and year last above written.

Notwwry Pubitic

My commissior expires . 9 _4174_59




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 UnitAOperating Agreement for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument 1s executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: ) GREAT WESTERN DRILLING COMPANY

By _ By %
Asst. Secretary Predident

P. O. Box 1659
Midland, TX 79702

STATE OF TEXAS

SS

L

COUNTY OF MIDLAND

The foregoing instrument was acknowledged before me this 24 day

of July , 1986 by John Hampton
President for GREAT WESTERN DRILLING COMPANY,
a Tasn corporation, on behalf g ls§}d corporation.
My commission wmres- — j Z///).-’l'? ys / (!2/

llﬁSUf e Notary\sdblic )

LAVERNE LITTLE, Notary Publie

7 In and For the Sfa}.zof Teonas 5 g
.ol My Commission Expir - 5



PHILLIPS PETROLEUM COMPANY

HOUSTON, TEXAS 77001 BELLAIRE, TEXAS
BOX 1967 6330 WEST LOOP SOUTH
PHILLIPS BUILDING

EXPLORATION AND PRODUCTION GROUP

July 16, 1986

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 1is expressly agreed if 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.G.2. - 1line 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, it 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 first giving each overproduced party
ninety (90) days written notice of demand for cash settlement., If
such option is so exercised, settlement shall be made (as of 7:00
O'clock A.M, on the 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 it will not
exercise such option unless it 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.

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
Initial, Substitute, or Optional Test Well,

Earning Party shall be defined as a party which participates in the
drilling of the Initial, Substitute, or Optional Test Well,

A Contributing Party shall have the option to convert from an over-
riding royalty interest to a working interest upon payout of the
Initial, 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-
corsent under the provisions of Article VI.B.Z.

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 I1

Attorney-in-Fact
FDG/ROM/ 1 ¢ O /“M
AGREED TO AND ACCEPTED THIS 2244
DAY OF Tz /o , 1986.
4
YATES"?ETR(’)_LEUM/C‘ORPOR%L‘LQBL__\‘
= i )

By:

4

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 UnitvOperating Agreement for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement 1is 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'%nit Operating Agreement and ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

*
ATTEST: ' PHILLIPS PETROLEUM COMPANY

By /ﬂ%Z>C;U’L~” Q;Dﬂofq
F. D, GORHAM III, ATTORNEY-IN-FACT

P. O. Box 1967
Houston, TX 77001

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

STATE OF Zé%j )

- ¢ : ss
COUNTY OF é/é(_/jﬂﬁ ) /L

fgregoing instrument was acknowledged before me thls//2/7 day

of , 1986 by ’
A TN %or PHILL%P% PE%ROLEUM COMPANY, a

in

eégéﬁéézézzé:ﬁ—— corporation, on behalf of said corporatlon.

M@CO isgion explr?/ MM Q W

Notary Publdgd
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" CONSENT mm RATIFICATION

UNIT AGREEMENT AND UNIT OPEBATING AGREEMENT

FOR THE SANDSAGE STATE UNIT

LEA COUNTY, NEW MEXICO

ihe uhdeesighee, (whethef‘ene or more) hereby ac#ndwledges recaipt
of a copy of the Unit Agreement:and Unit.Operaﬁing Agreement for the
deveiepmeht and dperaﬁien of tﬁe'SaedsagefState Unit embracinb'lands
situated in Lea County, New.'Mexico,  which said Agreement is -dated
A Junevl, 1986, and acknowledge that thay have read the Same ~and are
familiar with the terms and condztlons thereof. The undersiqned also}
':being the owners of 1easehold lnteresta being committed to said Unlt
Agreement and Unit Operating Agreement do hereby consent to said Unit
Agreement and Unit Ope:ating Agreement and ratify all the terms and
provisiens thereof, exactiy the'seﬁe as if the undersigned had executed
the driginal_of seidZUnit Agreement'and Unit Operating Agreemént or a
counterpart thereof.
IN WITNESS WHERECF, this inatrument is executed by the undersigned

ags of the date set forth in their respective ackncwledgments.

ATTEST:
BY
Secretary
330 One Marienfeld Place ﬂL
‘Midland, TX 79701
STATE OF_ Qk}aﬁgmguf )

COUNTY OF Oklahoxeg__

The foregoing instrument was acknowledged before me this 23th day

of July , 1986 by - G. A. Ratcliff '
Senior Vice Preasident for KERR-McGEE CORPORATION, a
Delaware corporation, on behalf of said corporation,

0 Mf‘comission expires: | ﬁ!ﬁ%_@&éd_
N 4/3-24_39 Notary Publ

2
e
-3



CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE SANDSAGE STATE UNIT

LEA COUNTY, NEW MEXICO

The undersigned, (whether cne or more) hereby acknowledges receipt
of a copy of the Unit Agreement and Unit bperating Agreement for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: BARUCH-FOSTER CORPORATION
sy o bl sy MW LA,
Y Ssecretary President [~
Doris J. Abernathy Malcolm E. Wilson, Jr.

1160 One Energy Square
4925 Greenville Ave.
Dallas, TX 75206

STATE OF TEXAS )
: S§
COUNTY OF DALIAS )
T
The foreqgoing instrument was acknowledged before me this {ﬂ ~ day
of June , 1986 by Malcolm E. Wilson, Jr. ,
President for BARUCH~FOSTER CORPORATION, a
Delaware corporation, on behalf of said
corporation.
My commission expires: &(UALA Cs,'iéquu
2-21-88 Notary Public | |

Nancwaarry



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 in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

o @
’/4’( / {\ZC L<;L, «éu/zg ) R P :;>‘§“M,{kj\ -

T, L/ DuBose; his wife James S. DuBose

7T

P. O. Box 2990
Fort Worth, TX 76103

—
STATE OF /£ xXAs

)
R : 88
COUNTY OF SARSARST )

_Epe foregoing instrument was acknowledged before me this /4 7Wday
of Juwme , 1986 by JAMES S. DuBOSE and J‘g\/ L diulacc
, his wife.

My commission expires: #&4/14124/ {;;>37°L°’//

G/a3/05 otaxy 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 in Lea County, New Mexico, which said Agreement is 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 2Agreement do hereby consent to said Unit
Agreement and Unit Operating Agreement and ratify all the terms and
provisions thereof, exactly the same as i1if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

, his wife

deorgei@. Thomas /|

210 HBF Building
Midland, TX 79701

STATE OF ;e)(gg )

comey or_Mudland 5~

\cfpe foregoing instrument was acknowledged before me this day
of NJYNE , 1986 by GEORGE A. THOMAS and ne S, <

, his wife.

My commission expires: \‘“%Qgi/124(i gt¥@%é€(%212

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 in Lea County, New Mexico, which said Agreement is dated
June 1, 1986, énd 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: HORSESHOE OIL & GAS CORPORATION
By_l;225¢i€,fégfggé§%?ééz;¢z,/ By 445522;1%:?2‘cfi’,dzzéz_éﬁ::_.~
(;/ Secretary /%47President

P. 0. Box 870
San Angelo, Texas 76902

STATE OF TEXAS X
Y ss
COUNTY OF TOM GREEN X

The foregoing instrument was acknowledged before me this L0 dav

of k!t 2 , 1986 by George E. McCrea, President for Horseshoe 0Oil &
Gas/Corporation, a Texas corporation, on behalf of said corporation.

/ n <
My commission expires: AZL%@{Jzyb LaZe,
, Notary Public in énd for
19”925‘:Y57 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 for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: ' DCM OIL and GAS CORPORATION

BYZ’Z‘&L "'4 2 &% By

Secretary President

P. 0. Box 1715
Midland, TX 79702

] } 3
STATE OF o )
o : : SS
COUNTY OF Pt i ot )
The foregoing instrument was acknowledged before me this Lt ~day
of N o , 1986 by A Wrouwin G A i va 0 '
N for DCM OIL and GAS CORPORATYON, a
"'\’LL VL corporation, on behalf of said corporation.
My commission expires: TGS pca U A T
| LL(,A | o Notary Public

CHALNESS!S 2. ALLEN-Notary Public

In and for (4 Suite of Texas

77 My Commission kxpires 4-18-€3



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 UnitvOperating Agreement for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement 1is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

Fﬂé‘ |Z QW%rd, his wife JQB/N Gifford

210 North Big Spring, Suite 200
Midland, TX 79701

STATE OF TEXAS )

: 5SS
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this 12th day
of June ;» 1986 by JOE N. GIFFORD and Emil i f
, his wife.

My commission expires: P ety
5/24/88 Notary hﬂ%ﬁc
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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 in Lea County, New Mexico, which said Agreement is 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 leasehcld interests heing committed to said Unit
Agreement and Unit Operating Agreement do hereby consent to said Unit
Agreement and Unit Operating Agreement and ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument 1is executed by the undersigned

as of the date set forth in their respective acknowledgments.

t

&Wjémm\ N Z@Q/R

Patricia Henderson, his wife Jog R. Henderson

P. O. Box 2477
Midland, TX 79702

STATE OF Ném )'_’f(,u’ggz )
: Ss
COUNTY OF f‘ddg )
{

The foregoing instrument was acknowledged before me this day
of Jubay , 1986 by JOE R. HENDERSON and 4 4ri'c /a

_Hend M nen. - his wife. —




CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT CPERATING 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 in Lea County, New Mexico, which said Agreement is dated
June 1, 1986, and acknowledge that they have read the same and are
familiar with the terms and conditions therecf. The undersigned also
being the owners of leasehold interests being committed to said Unit
Agreement and Unit Operating Agreeﬁent do hereby consent to said Unit
Agreement and Unit Operating Agreement and ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this insﬁrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

Dolores McCall, his wife

1210 One First City Center
500 W. Texas
Midland, TX 79701

STATE OF (;bla;:
county oF ¥ gésmg

e foregoing instrument was acknowledged ore me this \anlday
, 1986 by JACK O. McCALL afd

, his wife.

)
: S8
)

My commission expires:

Notary Bul\lic

POROTHY MAXWELL
Notary Public
State of Texes

My Commission Expires 1-7-8¢9




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 in Lea County, New Mexico, which said Agreement 1is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ﬁuxﬂgﬁw (i W
Markham, his wife \ ack Markh#Zm

Suite 1212, 1500 oadway
Lubbock, TX 79401

STATE OF TEXAS )

: S8
COUNTY OF LUBBOCK )

The foregoing instrument was acknowledged before me this 10 day
of ©  June . 1986 by JACK MARKHAM and Maryv Boone Markham
, his wife.

My commission expires:
May 23, 1987

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 for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement is 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 2Agreement do hereby consent to said Unit
Agreement and Unit Operating Agreement and ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

'/"\

EKMEET/NE’ Welborn, his wife .M. Welborn

Suite 1212, 1500 Broadway
Lubbock, TX 79401

STATE OF \t:;;z%géééa :5 )
¢ S5
COUNTY OF/ ZS( ::éé,‘,: ﬁ )

T foregoing instrument was acknowledged before me this Z day
of __» 1986 by J.M. WELBORN and
£/ ST NE , his wife. :

My commission expires:

= /gj?/if




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 in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

/ Ww/ M Q/é// XW/&% —
Virginia PJ

Monaghan #his wife “Robert L. Monaghaw

c/o Cal-Mon Oil Company
P. O. Box 20066
Midland, TX 79702

STATE OF TEXAS

COUNTY OF MIDLAND

The foregoing instrument was acknowledged before me this 4Lth day

of June » 1986 by ROBERT L. MONAGHAN and _Vjrginia P
Mgmagban s his wife.

My commission expires: %(,///ﬂ M MM_‘*

—10=31-88 Nﬁgaffaglébnléi “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 in Lea County, New Mexico, which said Agreement is -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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: V CAL-MON OIL COMPANY

oy \
By ////;ZMW / ///72” U iy

P Secretg—.};y’ '
P. O. Box 2066 \_
Midland, TX 79702
STATE OF TEXAS )
:+ SS
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this 4th day

of June , 1986 by ,
President For CAL-WON OIL COMERNY 2

Texas corporation, on behalf of said corporation.
My commission expires: Mﬁap&mﬁ/ tbuafé/_am
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 in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

Vo Lo Betesal,

fk#b,L/‘J AngeloZ/his wife Ernest Angelo, J%.

410 North Main
Midland, TX 79701

STATE OF ’{Eyqxg )
: Ss
county oF N INL_ PO ID)

The foregoing instrument was acknowledged before me this fES day
of AU(\Q/ , 1986 by ERNEST ANGELO, JR. and Few, L.
Angelo , his wife. !

J/

My commisgign expires: ( (i&ritjkvkq+\ (j}\SLS\}jVA\ALEQr‘\\
n fzrﬂ@% Notary Publig
1




CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE SANDSAGE STATE UNIT

LEA CQUNTY, 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 in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

Mo ta M!ﬂ“; , __—_7/(.44—‘\-@

TRCRA Spuliininmibiafige William T. Thomas

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

STATE OF T£¥A S )
: SS
countY oF DAL 45 )

N __V.{/ ‘,
The foregoing instrument was acknowledged before me this 2&2~_ day

of Topenm e , 1986 by WILLIAM T. THOMAS s
. —T
ié;{ — TS e, /' \ .
e ] v
My commission expires: K lA o 62 . 152?6;4(:/
/-4-40 Notary Public

KAREN A. GOCH
Notary Pubtic, State of Texas
My Nommissign 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 for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement is 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 hexreby consent to said Unit
Agreement and Unit Operating Agreement and ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST:

MDANY --
/ Z?&u/
By A By L 4 4 4
Asst.’ Secretary Vice pPresident SN~—
P. 0. Box 176499
Okla. City, .OK 73147
STATE OF Oklahoma )
: sS
COUNTY OF Oklahoma )

The foregoing instrument was acknowledged before me this 15 day

of July , 1986 by J.W. Levin .
Vice President for . Jan (il .Company - ., a
Oklahoma corporation, on behalf of said corporation.

My commission expires: '\\,%@ztm /\%L @K/

Ty 1Y 1987 Notary Public
VAN




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 in Lea County, New Mexico, which said Agreement 1is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereocf.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: ESTORIL PRODUCING CORPORATION

7

77 oy /

By . By 7 m'y 7 v
(Al BRCTEtary /|/cee  President

Suite 1600, Independence Plaza
Midland, TX 79701

STATE OF % )

COUNTY OF /%2cdfan A )

SS

The foregoing instrument was_acknowledged before me this./77{?day

of  Qud, , 1986 by _ \Tlepnl (AHarneelfpt ,

/e Prloc LenT for ESTORIL PRODUCING CORPORATION, a
__ T eing corporation, on behalf of said corporation.
My commission expires: <29”¢”uﬂ sz’éghi-
S-2£-29 Notary/ Publi€ freZe ¥ Tera.

<77».,.7 L)@l foem



CONSENT AND RATIFICATICN

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 in Lea County, New Mexico, which said Agreement 1is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is execwted by the undersigned

as of the date set forth in their respective acknowledgments.

M. B. Wisenbaker

3131 Turtle Creek Blvd.
Suite 900 ,
Dallas, Texas 75219

-
STATE OF( ; Ll )
: S8Ss
)

COUNTY OF  leE tn

L4

The{o’fpgoing instrument was acknowledged before me this Aﬁt{aay
of NG /S , 1986 by M. B. Wisenbaker,

A |
A

My Commission Expires: " l(i Ll L(; j/,{/dkw/

3

Notary (Public

/LK((, /7 /,gf,?’ Printed Name: /;/%a/d }‘/WI'///'&mJ
- Vd




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 UnitvOperating Agreement for the
development and operation of the Sandsage State Unit embracing lands
situated in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

K lhale g I Lowdiiy M o 7 A

Ka,-.lm m / Hendrix, his w1fn= ohh H. Hendrix

525 Midland Tower
Midland, TX 79701

STATE OF (é/&,u/a_/:l, )

: SS

COUNTY OF \ﬁ{g dlau )

The foregoing instrument was acknowledged before me this ‘ﬁbday
, 1986 by JOHN H. HENDRIX and a vrwlian
+— 4

o y .
cliié%(r« 4;} , his wife.

//} ) N\ L,
A Y
My commission expires: (“é4mCI,Q . \F\ :

Q_/n{ 4 X Notary Publif/




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 in Lea County, New Mexico, which said Agreement is 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 ratify all the terms and
prévisions thereof, exactly the same as 1f the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

I

"'./A]

’ ;o S
i { 2 - -

C) iieiiici e e 2 s A//a.f/////

AR SS WP

e ET T, Mitehell, his wife Bascom L. Mitchell

105 Energy Square
505 North Big Spring
Midland, TX 79701

state oF / £KAS )

Ss

county oF 7 711 OLANMD

The foregoing instrument was acknowledged before me thJ.s//\"é‘6 day
of CHulerD o 1986 BY Bagcam L. Mitchell and ZHsilET. .
iZzied 9 , his wife.

My commission %Byires: {LL{(]CZT \éjﬁét$(<ﬁég)t)

/ ..O /L~ Z 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 in Lea County, New Mexico, which said Agreement is -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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST: M & W of L@VINGTON, INC.

n . ’ :
By { By -

Secreta .
//§:x 922

Lovington, NM 88260

STATE oF New Mexico )

: S8
COUNTY OF Lea )

The foregoing instrument was acknowledged before me this 13 day
of June , 1986 by Johnie W. Wilson ,
President for M & W of LOVINGTON, INC., a

New Mexico - corporation, on behalf of said corporation,
My commission expires: f*;) 5 (tﬂéé(;Zjlézdfnﬁw/~

6/22/88 . Tibtarg 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 acknowledgeé 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 in Lea County, New Mexico, which said Agreement 1s 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

YATES DRILLING COMPANY

By : ,
!/AttWt
STATE OF NEW MEXICO )
: SS
COUNTY OF EDDY )
foregoing instrument was)—/)acknowledged before me this /Sé day
of , 1986 by lew, Yo  Tpalea ,

Attorrféy-in-Fact for YATES DRILLING COMPANY, a New Mexico corporation,
on behalf of said corporation. :

My commission expires: M/JMM
acer’ [ /990 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 in Lea County, New Mexico, which said Agreement is dated
June 1, 1986, and acknowledge that the? 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

MYCO INDUSTRIES, INC.

oy A /zf//’f'
AttorneytiazFact

STATE OF NEW MEXICO )
: S8
COUNTY OF EDDY )

<j£i?ii£egoing instrument was acknowledged before me this é;){ﬁﬂay
of .

, 1986 by  Js s b indie ,
Attofhey-in-Fact for MYCO INDUSTRIES, INC., & New Mexico corporation, on
behalf of said corporation. .

My commission expires: muw JJJ%&‘L[M
ANSSY Y - %40 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 in Lea County, New Mexico, which said Agreement is dated
June 1, 1986, and acknowledgs 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 ratify all the terms and
provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement and Unit Operating Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ABO PEFROLEUM CORPORATION
By %&

/47@tt6rney-in—F t
/7

;7
£

;7

STATE OF NEW MEXICO
S8

e N

COUNTY OF EDDY

e foregoing instrument was_acknowledged before me this ézyiday
of T 1086 by ek (. Zputeal .
£

Attor#ley-in-Fact or ABO PETROLEUM CORPOKATION, a New Mexico
corporation, on behalf of said corporation.

Mm expires: Mn—a—v\)/ J//T—JM

/. /990 Notary Public




S. P. YATES
PRESIDENT

MARTIN YATES, 11l

N TEE o VICE PRESIDENT
4 [} .
/) PETROLELM e Paesrent

SEC.-TREAS.

207 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO 88210

TELEPHONE (505) 748-1331 / ™.
& Y

August 20, 1986

ATTN: Mr. M. E. Stogner

RE: Case No. 8925
Order No. R—-8252
Sandsage State Unit
Yates Petroleum Corporation,

Operator
Iea County, New Mexico

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 felt 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 accampanying this letter.

If you have any questions, please do not hesitate to call.

Very truly vyours,

YATES PETROLEUM CORPORATION

o

/2aw'aga/:
Jim Balt
‘ Landman -
JB:1r]
Enclosures

cc: Commissioner of Public Lands
P. O. Box 1148
Santa Fe, NM 87504-1148
Attn: Mr. Floyd Prando, Director



