UNIT AGREEMENT
FOR THE DEYELOPMENT AND CPERATION

OF THE
BITTERSWEET UNIT AREA
COUNTY OF CHAVES

STATE OF NEW MEXICO
Nol

THIS AGREEMENT, entered Into as of the  10th day of January

1990 , by and between the partles subscribing, ratifying, or consenting
hereto, ‘and hereln referred to as the "parties hereto",

WITNESSETH:

WHEREAS, the partles hereto are the owners of working, royaity, or other
oll and gas Interests In the unit area subject to this agreement; and

WHEREAS, the Mineratl Leasing Act of February 25, 1920, 41 Statute 437, as
amended 30 U.S.C. Sectlon 1B1 et. seq., authorlzes Federal lessees and theilr
represantatives to unite with each other, or Jolntly or separately with
others, in coilectively adopting and operating a unit plan of development or
operations of any oll and gas pool, flield, or |lke area, or any part thereof
for the purpose of more properly conserving the natural resources thereof
whenever determined and certifled by the Secretary of the Interior to be
necessary or advisable in the publlc Interest; and

WHEREAS, the Commissioner of Public.Lands of the State of New Mexico Is
authorized by an Act of the Leglislature (Sectlion 19-10-45, 46, 47 NM Statutes
1978 Annotated) to consent to or approve this agreement on behalf of the State

of New Mexlco, Insofar as it ccvers and inciudes lands and mineral interest of
the State of New Mexico; and

WHEREAS, the O0l! Conservation Division of the New Mexico Energy and
Minergdis Department, hereinafter referred to as "Division”, Is authorized by
an act of the Legislature (Chapter 70 and 71, NM Statutes 1978 Annotated) to
approve thls agreement and the conservation provisions hereof; and

WHEREAS, the partles herefo hoid sufficient interests in the
Bittersweet Unit Area covering the land hereinafter described
to glve reasconably effective control of operations therein; and

WHEREAS, it !s the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable +through
development and operation of the area subject to thls agreement under the
terms, condltions, and {imitations herein set forth;

NOW, THEREFORE, In conslideration of the premises and the promises hereln
contained, the parties hereto commit to this agreement their respective
interests in the below-defined unit area, and agree severally among themgelves
as follows: :

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

2. UNIT AREA. The following described land Is hereby deslgnated and
recognized as constltuting the unit area:
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TOWNSHIP 9 SOUTH, RANGE 26 EAST, N.M.P.M.

Section 21: §/2
28: AN
29: S§/2
33: N/2NW/4; SE/4NW/4

Centaining 1400.00 acres, more or less.

Exhibit "A" shows, In addition to the-boundary of the unit area, the
Souncaries and ldenTity of tracrts and leases in said area Y0 the extent known
to the Unit QOcerator. Exhibit "8" attached hereto Is a schedule showing To
the extent kncwn to the Unit Operatcr, the acreage, percentage, and kind of
cwnership cf oil and gas interests In all lands In the unit area. However,
nothing herein or 1{in Exhibits "A™ and "B"™ shall be construed as a
representaTion by any parTty hereto as to the ownership of any interest other
than such interesT or Interests as are shown in the Exhibits as owned by such
party. Exhibits "A™ and "8" shall be revised by the Unit Operatcr whenever
chances In the unlt area or In the ownership interests in the Individual
TracTs render such revisicn necessary, or when requested by +the Authcrized
officer, hereinafter referred to as "AQO", or when requested by +he
Ccmmissicner of Pubilc {ands of the State of New Mexlico, hereinafter referred
to as "Land Commissioner™, and not less than four (4) ccoles of the revised
Exhibits shall be filed with the prcper Bureau of Land Management offlce, and
one (1) copy thereof shall be flled with the Land Commissioner, and one (1)
copy with the New Mexico Ql! Ccnservation Oivision of the Energy and Minerals
Oepartment, hereinafter referred to as "Oivision”.

The above~-described unit area shall, when practicable, be expanded to
include therein any additionai lands or shall be contracted to exclude fands
whenever such expansion or contraction Is deemed to be necessary or advisabje
to conform with the purposes of thls agreement. Such expanslion or contractlion
shall be effected In the following manner:

(a) Unit Operator, on Its own motion (after preliminary concurrence b
the AO), or on demand of the AQ, or the Land Commissloner
concurrence by the AQ and the Land Commissloner) shatl
Proposed Expansion or Contraction describlng the contempiated changes In the
boundaries of the unit area, the reasaons therefore, any plans for add!tional
dritiing, and the proposed effective date of the expansion or contractlon
preferanly the first day of a month subsequent to the date of notlcs. ’

(after preiiminary
prepare a Notlce of

(b) Said notice shall be dellvered to +the proper Bureau of Land
Management office, the Land Commissioner and the Oivision, and coples thereof
malled to the last known address of each working interest owner, lessee ang
lessor whose [nterests are affected, advising thar 30 days will be allowed for
cutmission to the Unit Operator of any objectlons,



(c) Upon expliration of the 30~day perlod provicded in the pr?CGG‘“Q ftom
(b) hereof, Unit Operator shall file with the AO, the Land Commissloner and
+he Dlvision, evidence of mailing of the Notice of Expansion or Contraction
and a copy of any objectlons thereto which have been filed with Unit Qperator,
tcgether with an application in tripllcate, tor approval of such expansion or
contraction and with appropriate Jolnders,

(d) After due conslderation of all pertinent Informatlon, the expansion
or contraction shall, upon approval by the AO, the Land Commisslioner and the
Division, become effective as ot the date prescribed in the notlce thereof or
such other appropriate date,

(e)

n All legal subdivislions of lands '(i.e., 40 acres by

Government survey or Its nearest lot or tract equivalent; in instances of

Irregular surveys, unusually large lots or tracts shall be considered I[n
muitiples of 40 acres or the nearest allquot equivalent thereof), no parts of

which are entitled to be In a particlpating area on or—before the fifth
anniversary of the effective date of the first Inltlal particlpating area:
established under this unit agreement, shall be eliminated autcmaticaily frcm
this agreement, effective as of sald flfth anniversary, and such lands shall

no longer be a part of the unlt area and shall no longer be subject to this
agreement, unless diligent drilling operations are In progress on unitized
lands not entitled to participation on said fifth anniversary, In which eventT
all such lands shall remain subject hereto for so long as such drilling

operations are continued diligently, with not more than ninety (S0) days' time
elapsing between the compietion of one such well and the commencement of the
next such well., All legal subdivislons of lands not entitied to be In a
participating area within ten (10) years after the effective date of the first
Initlal participating area approved under thls agreement shall be
aytomatically ellminated frcom this agreement as of sald tenth anniversary.

The Unit Cperator shall, within ninety (90) days after the effective date of
any ellmination hereunder, describe the area so eliminated to the satisfaction
of the A0 and Land Commissioner and promptly notify all parties in Interest.

All lands reasonably proved productive of unitized substances I[n paying

quantlties by diligent drilllng operations after the aforesaid 5-year period
shall beccme participating in the same manner as during said first S5-year
period. Fowever, when such dliligent drilling operaticns cease, all

non-participating lands not then entitied to be in a participating area shall

be automatically eliminated effective as of the 91st day thereafter.

Any expansion of the unit area pursuant to this sectlion which embraces
lands theretofcre ellminated pursuant fto thls Subsection 2(e) shall not be
considered autcmatic commitment or reccmmitment of such lands. [f conditlons
warrant extension of the 10-year perlod specifled In this subsection, a single
extenslion of not to exceed two (2) years may be accomplished by consent of the
owners of 90% of the working Interests In the current non-participating
unitized lands and the owners of 60% of the basic royalty Interests (exclusive
of the basic royalty Interests of the United States) In non-participating
unitized lands with approval of the AO and the Land Commissioner provided such
extension appllication Is submitted not later than sixty (60) days prior to the
expiration of said 10-year period.

3, UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter
committed to thls agreement shall constltute land referred to herein as
“unitized land™ or "land subject to this agreement". All oll and gas In any
and all formations of the unitized land are unitized under +he terms of this
agreement and herein are called "unitized substances”.

4, UNJT OPERATOR. YATES PETROLEUM CORPORATION

hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the dutles and oblligatlions of Unit Opérafor for
the discovery, development, and production of unitized substances as herein
provided. Whenever reference Is made hereln to the Unit Operator, such
reference means the Unlt Operator acting In that capaclty and not as an owner
of Interest In unitlzed substances, and the term "working interest owner" when
used hereln shall Include or refer to Unit Operator as the owner of a worklng
interest only when such an [nterest Is owned by It.

5. RESIGNATION OR REMOVAL CF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establlshment of a participating
area or areas hereunder, but such resignation shail not become effective so as
to release Unit Operator from the duties and obligations of Unit Operator and
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terminate Unit Operator's rights as such for a perlod of six (6) months after
notice of intentlcn to resign has been served by Unit Operator cn all working
interest cwners and the AO and the Land Commissloner and the Division, anc
untll ail walls then driiled hereunder are placed In a satlsfac+ory conditlcn
for suspenslon or abandonment, whichever |s required by the AQ as to Federal
lands and the Dlvision as to State and fee lands, unless a new Unit Operatcr
shall have been selected and approved and shall have taken over and assumed
the duties and obllgations of Unit QOperator prior to the expiration of said
perlod.

Unit+ Operator shall have the right to resign In l|lke manner and subject
to |lke limitations as above provided at any +time after a participating area
established hereunder is In existence, but In all Instances of resignation or
removal, until a successor Unit Operator Is selected and approved as
herelnafter provided, the working Interest owners shall be join*ly responsible
for pérformance of the dutles of Unlt Operator, and shail not later than
thirty (30) days before such resignation or removai becomes effective appolnt
a common agent to represent them In any action to be taken héreunder.

The resignation of Unit Operator shall not release Unit Oparator frcm any

[tabllity for any defauit by It hereunder occurring prior to the effective
date of its reslignation.

The Unit Operator may, upon default or fallure in the performance of Its
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of working interests as hereln provided for the selection

of a new Unit Operator. Such removal shall be effective upon notlice thereof
to the A0 and the Land Commissioner.

The reslignation or removal of Unit Operatcr under this agreement shall
not terminate its right, title, or Interest as the owner of a working Interest
or other Interest In unitized substances, but upon the reslgnation or removal
of Unit Operatcr beccming effective., such Unit Operator shall deliver
possession of 2all wells, equipment, materials, and appurtenances used In
conducting the unit operations to the newly qualifled successor Unit Operator
or to the common agent, if no such new Uni+ Operator is selecTed, elected, to
be used for the purpose of conducting unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any material, ecuipmenT,
or appurtenances needed for ‘he preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shail tender his
or its resignation as Unit Operator or shail be removed as hereinabove
provided, cr a change of Unit Operafor Is negotiated by the working interest
owners, the owners of the working Iinterests according to their respective
acreage interests in all unitized land shall, pursuent to the approval of the
parties requirements of the unit operating agreement, select a successor Unit
Operator. Such selection shall not become effective untll:

(a) a Unit Operator so selected shall accept In writing the duties and
responsibilities of Unit Operator, and

(b) the selectfon shall have been approved by the AO ana approved by the
Land Ccmmissioner.

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

7.  ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, If the Unit
Operator Is not the sole owner of- working Interests, costs and expenses
Incurred by Unit Operator In conducting unit operations hereunder shal | be
pald and apportioned among and borne by the owners of working fInterests, all
in accordance with the agreement or agreements entered Into ty and between the
Unit Cperator and the owners of working Interests, whether one or more
separately or collectlvely. Any agreement or agreements entered [nto befwee;
the workling Interest owners and the Unit Operator as provided In this section
whether cne or more, are hereln referred to as the "unl+t operating agreemen*u:
Such unit operating agreement shall also provide the manner
working interest owners shall be entitled to recelve thelr respective
proportionate and allocated share of +the benefits accrulng hereto |[n
conformity with thelr wunderlying operating agreements, leases, or other
Independent contracts, and such other rights and obllgations as between Unlt
Operator and the working Interest owners as may be agreed upon by Unit

In which the
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Cperatcr und the working Interest owners; however, nO sych unit cperating
agreement shall be deemed elther to modity any of the terms and condlitlons cf
thls unit cgreement or ‘o relleve the Unit Operater of any right OF Satigaricon
establlshed under thls unit agreement, and In case of any inconsistency of
confllct GSetween this agroement and 1he unlt operating ogreunent, this
agroement shalt qovern. Two coples of any unlt operating agreement executed
pursuant to thils sectlon shall be flled In the proper 3Zurcau of Land
Management office and one true copy wlth the Land Commisslioncr, and one ftrue
copy with the Dlvislon prior to approval of this unlt agreenment.

8, RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided hereln, the exclusive rlight, privilege, and duty of
exercising any and all rlghts of the partles hereto which are neccessary cor
convenient for prospecting for, produclng, storing, allocating, and
distributing the unitized substances are hereby delegated to and shall ve
exercised by the Unlit Operator as_hereln provided. Acceptable evidence of
title to said rights shall be deposited wlth Unit Operator and, tcgether wiih
this agreement, shall constitute and define the rights, privileges, and
obllgations of Unlt Operator. Nothing hereln, however, shall te construed to
transfer title to any land or to any lease or coperating agreement, It belng
understcod that under this agreement the Unlt Operator, In Its capacity as
Unit Operator, shall exercise the rights of possession and use vested In the
partles hereto only for the purposes hereln speclfled.

9. CRILLING TO DISCOVERY. W!lthln six (6) months after the effective
date hereof, the Unit Operator shall ccmmence to drili an adecquate test well
at a locatlion approved by the A0, 1f on Federal land, or by the Land
Commisslicner, {f on State land, and by the Divisicn iIf on Fee land, unless on
such effectlve date a well [s being drilled In ccnformity with the terms
hereof, and thereafter contlinue such ¢rilling diligently untll the Ordovician

has been tested or until at a lesser depth unltlzed substances shall te
discovered which can be produced In paying quantitles (to-wit: quantlties
sutficlent to repay the costs of drilllng, completing, and producing
operatlons, wlth a reasonable proflit) or the Unlt Operator shall at any tlme
establish to the satisfactlon of the AD If on Federal land, or the Land
Commlssicrer 1f on State land, or the Dlvision if lccated on Ffee land, thart

further drilling of said well would te unwarraznted or Impraticeble, preoviced,
however, that Unlt Operator shall not In any event be requ.red vo drlil szid
well o a cepth in excess of 6500 feet. Untli the dlsccovery of
unltlzed sudstances capable of being produced In paylng quantlties, the Unit
Operater shall contlnue driiling one well at a time, allcwing not more than
slx (6) months between the ccmpletlon of one well and thre commencement of
drilling operations for the next well, untll a well capable of producing

unitlzed subsTances In paylng quantitles Is completed to the satisfactlon of
the AO If It be on Federal land or of the Land Commisslioner |f on State land,
or the OUlvislon |f on Fee land, or until |t is reasonebly proved that the
unitlzed land Is Incapable of producing wunitized substances In paylng
quantities in the formatlons drilied hereunder. Nothlng In thls sectlon shall
be deemed to llmit the right of the Unit Operator to res gn as provided in
Sectlon 5 hereof, or as requiring Unlt Operator to commence or continue any
dritling during the perlod pending such resignation becoming effective

In
order to cemply with the requirements of thls sectlon.
The A0 and Land Commisslioner may modlfy any of the dr(liing requirements
of this sectlon by granting reascnable extenslons of

time when, In their
opinion, such actlion Is warranted.

Upon fallure to commence any well as provided for In thls section within
the tIme allowed, prlor 1o the "establishment of a participating area
Including any extension of time granted by the AO and the Land CommISSIOner'
thls agreement wlll autcmatically terminate. Upon fallure to continue
drilling dlllgently any well commenced hereunder, the AQ and the Land
Commissloner may, after flfteen (15) days' notice to 1he Unlt Operator
declare this unit agreement terminated. The parties to thls agreement may no;
Inltlate a request to voluntarily terminate thls agreemen- durlng the first
six (6) months of Its term unless at least one oblligation wel! has been
dritled In accordance with the provisions of thls sectlon.

10, PLAN OF FURTHER DEVELOPMENT AND OPERATION, Wlthin six (6) months

after ccmpletion of a well capable of producing unitlized substances In paylng
quantitles, the Unit Operator shall submlit for the approval of the AQ, the
Land Commlssioner and DIvision, an acceptable plan of development andg

-95-



operaticn fcr *he unitlze¢ land which, when approved by *he A0, the Llonz

Commlssicner and Olvision, shall constityte the further drillirg .nd
davelcpment Obllgations of the Unit Operator under this aogreement for *re
period specitled therein.  Thereafter, from time to tlme tetcre the
expiration of 2ny existing plan, the Unit Operator shall submit fcr iho

approval of the A0, the Land Commissioner and Olvision a plan for 2n
acditianal speclifled perlod for the development and operatlon c¢f the unitized
land. Subsequent plans should normally be flied on a calendar year basi. -7
later than March 1 each year. Any proposed mod!flcation or zddition to fthe
exlsting plan should be flled as a supplement to the plan.

Any plan submitted pursuant to this sectlon shall provice for the timely
exploraticn of the unitlized area, and for the dillgent drilling necessary for
determination of the area or areas capable of producing unitized substances [n
paying quantities In each and every productive formatfon. Thls plan shall be
as complete and adequate as the AQ, the Land Commisslcner and Dlvislion may

determine to be necessary for timely development and proper conservatfon of
the oll and gas resources of the unitlized area and shalil:

{(a) specify the number and locatlons of any wells o be drillea and The
proposed order and time for such drliling; and

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

Plans shall be modifled or supplemented when necessary to meet changed
conditlons or to protect the interests of all partles to fthis agreement.
Reasonabie dlllgence shall be exercised In complying with the obiigations of
the approved plan of development and operation. The AD and the Land
Commissicner are authorized to grant a reasonable extension of the 6-month
period herein prescribed for submisslion of an Initial plan of development and

on operation where such action Is justified because of unusiLal conditlons or
clrcumstances.

Atter ccmoletion of a well capable of preducing unitized substances in
paying queantities, nor further weils, except such as as may be necessary 1o
afford protection agalnst cperations not under this agreemen?t and such as may
be specifically approved by the AO, the Land Ccmmissioner and Dlvision, shall

be drilied except [n accorcance with an epproved plan of development and
operation.

11. PARTICIPATION AFTER DISCCYERY. Upon cocmpletion of a well capable of
producing unitized substances In paying quentitles, cr as socn thereafter as
required by the AO, +the Land Commissicner cr the Clvislon, the Unit Operater
shall sutmit for approval by the AC, the Land Commissicner and Dlvision, a
schedule, based on subdivislens of t*he public-land survey cr aliquot parts
thereof, of ail land then regarded as reascnably proved to te productive of
unitized substances In paying quantlities. These lands stall constitute a
participating area on approval of the AQ, the Land Commissiocner and Clvision,
effective as of the date of ccmpletion of such well cr the effectlive date cf
thls unit agreement, whichever Is later. The acreages of both Federal and
ncn~-Federal lands shall be based wupcn appropriate ccmputations from the
courses and dlstances shown cn the last approved public-land survey as of the
effective date of each Initial participating area. The schedule shall also
set forth the percentage of unitized substances to be allocated, as provided
In Secticn 12 to each committed +*tract in the particlpating area so
established, and shall govern the allocaticn of production commencing with the
effective date of the participating area, A dlfferent Farticipating area
shall be establlshed for each separate pool or deposit of unitlzed substances
or for any group thereof which is produced as a single pool or zone, and any
two or more participating areas so established may be combined into one, on
approval of the AD, the Land Commlssloner and the Divlsion. When produc;ion
from two or more partlcipating areas [s subsequently found to be from a common
pool or deposit, the participating areas shall be combined Into one, effective
as of such appropriate date as may be approved or prescribed by the AQ, the-
Land Cocmmisslicner and DOlvision, The particlipating area or area; so

established shail be revised from time to time, subject to the approval of the
A0, the Lang Ccmmissioner, and Division to Include additional lands then
regarded as reasonably proved to te productive of unitized substances In
paying quantities or which are necessary for unit operations, or to exclude
Jands then regarded as reasonably proved not Yo be productive of unitlzed
substances In paylng quantities, and the schedule cf allccatlon percentages
shall be revised accordingly. The effective date of any revislon shall be the
first of the month in which the kncwledge or information is cbtained on which
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such revisicn Is rredicated; proviced,

em A . -

hcwever, nIY -

effective cafe may 5@ used [f Justifled by tho Unit Jporafcr oo 3pproves =
the AQ, the Land Ccmmlssioner and Olvislon, Mo Jand shall Ce axctuced frenm f
particlipating area on account of depletlon of [ts unlftlzed subotances, C‘CQC.
that any perticipation area estadbllished under the provisicns ~t rnis ”nl
agreement shall terminate automatically whenever all cempletions In %59
formatlon on which the participating areas !s based are ananconnd,

I+ 1s the Intent of thls sectlon that a perticlpating oreca ANV

represent the area productlve of unitized substances kncwn or reascnadbly

proved to be producflve In pay[ng quanf[fles cr whlch are necassary for unlt
operations; but, regardless of any revislon of the partlicigating area, nothiag
hereln contained shall be construed as requiring any retroactTlve ad Jusimen®

for productfon obtained prior to the effective cdate of--fhe revision of the
participating area.

ln the absence of agreement at any *ime between *ha Unit Cperatcr and The
AQ, the Land Ccmmissloner and Olvislon, as to the oroger detflnition or
redefinition of a particlpating area, or unti| a particigéting area has, =7
areas have, been esTabllished, the pcrtion of all payments affected therely
shall, except royalty dus the Unlted States, be Impounded In a menner mutually
acceptable to the owners of committed working Interests and the AO and 7ne
Land Commissicner. Royaitles due to *he United States and the State of New
Mexico shall be determined by the AQO for Federal lands and the Land
Commlssloner for the State lands and the amount thereof shall te ceposited, as
directed by the A0 and the Land Commissioner untll a participating area Is
finally approved end then adjusted In accordance with a determination of the
sum due as Federal royalty on the basls of such approved particlipating area.

Whenever [t Is determined, subject to *he approval cf the AQ, *the lLand
Cecmmissicrer and the Dlvision, that a well crifled urcer this agreement [s noT
capable of production of wunitized substances In paying quantitles and
inclusicn In a participating area of the land cn whicn i+ is situated !n &
participating area {s unwarranted, preoducticn frcm such w=eil snali, for Th
pursoses of settlement among all parvies oTher than wcrking interest owners,
se allccated to *the land on which the well Is loccated, uni2ss such land Is
already within the participating area esTaplished for The pecoi cr cepcsit ‘rem
which sucn procucticn Is ottainec. Settlement fcr working InTerest Zenetits
from such a nonpaying unlt well snall e mece as gpreviced in the uniT
operating agreement.

12.  ALLCCATION CF PRCOUCTICN. ALl cnitlized sutstarces
each particlpating area estapbllishec under <This acreemenT, except any rar
+hereof used In conformiTy with gccd opereting practices »iThin Tthe unitizs
area fcr crilliling, cperating, eng other prcducricon for cevelcprent purposas,
for repressuring or recyciing in acccrdance with e plen of cevelcpment ang
cperations which has been apprcved by thne A0, Lang Commissicrer and Dlvision,
or unavcidably lost, shall be ceemed 10 te prcducec ectelly cn an acreage
bas!{s frcm the several tracts of unitizes land ¢t <the cgarticipating area
establlshe¢ for such prcductlon. For the purpose of ceterm ning any beneflits
accrulng under thls agreement, each such tract of unitized land shall have
allocated to It such percentege of sald productlion as the number of acres cof
such fract included In sald participating area bears to the total acres of
unltized land In sald partliclpating area, except that ailocatlon cf production
hereunder for purposes other than for settlement of the rcyaity, over-riding
royalty, or payment out of production obligations of the respectlive worklng
Interest owners, shall be on the basls prescribed in the unlt operating
agreement whether In conformlty with the basis of allocation herein set ferth
or otherwise. It Is hereby agreed that production of unitlzed substances from
a participating area shall be allocated as provided hereln regardless of
whether any wells are drlilled on” eny particular part or tract of the
participating ares. It any gas produced from one participating area Is ysed
for repressuring or recycl Ing purposes in another participating area, the
flrst gas wlithdrawn from the latter particlpating area for sale during the
I1fe of this agreement, shall be consldered to be the gas so transferred
untl! an amount equal to that transferred shall be <o prcduced for sale ané
such gas shall be alfocated to the participating area from which Iinttlally
produced as such 8rea was deflned art *the tlme of such transferred gas was
tinally produced and sold.

crccuced frenm

13, DEVELCPMENT OR OPERATION OF NCN-PARTICIPATING LAND QR FORMATICNS.

Anv narty hereto ownlng or controllilng the worklng interest In any unitizea



land havirg therecn & reguler well location may with *mo oporovel ¢ thn AC

and the Lord Commisslener, end the Olvislon at suych party's sole

“k, COSYS,
and expenso, drlll a woll to test any fcrmation proviced the wall 1o cutsico
any participating area asteblished for that tormaticn, unless witnin nlna™y
(G0) days cf recelpt of notice from said party of hls intention 7O TR A

woll, the Unit Cperator elocts and commences to c¢riit the well in 2 1 ika
manner as other wells are drilled by the Unit Cperator uncer thls aGreerni®.

1t =any well drillled under this sectlon by a working inferest owner

results in prcductlion of unltized substances In paying quantitles such Tha?l
the fand upon which It Is situated may properly be inclucded In 3 partlclparing
area, such particlpating area shall be established or enlarged as provided In
thls 2greement and the well shall thersafter be ogerated.ty the Unlt Cporaver

in accorcdance with The terms of thls agreement ana <he unift operating
agreement,

1f any well drilled under thls sectlon by a working Intarest cwner tha?
obtains productlon In quantitles Insuffliclent to justlty the Inclusion of *he
land upon whlch such well Is slituated In a particlipating area, such well mey
be opera*ed and produced by the party drilling the seme, sudbject to The
conservation requirements of this agreement. The rcyaltles In emount or value

of producticn frcom any such well shall be paid as speclfled in the underlylng
lease and agreements affected.

14. ROYALTY SETTLEMENT. The Unlted States and any State and any royalty
owner who Is entitled to take In kind a share of the substances now unitized
hereunder shall hereafter be entltled to the right to take In kInd Its share
of the unitlized substances, and Unit Operator, or the worklng interest cwner
In case of the operation of a well by a working lInterest owner as herein
provided for In speclal cases, shall meke cellverles cf sucn rcyalty share
taken In kind In cenformity with +he applicable contracts, laws, and
regulations. Settlement for royalty interest not tzken in xInd shall te mace
by worklrg Interest cwners respgonsible therefcre uncer existing conTrects,
laws and regulations, or by the Unit Operator on cr tefore the last day of
each mcn+th fcr unltized substances produced during the precedlng calendar
month; crovicded, however, that nothing In This secrion chall ogerate 7o
relieve Tre lessees of any land from their respective lease cbligaticns fcr
+he payment cf any royalTles cue uncer Their leeses.

If g2s chrained frcm lands not sudject to this egreement is intreduced In
to any certicipeting area hereuncer, for use In repressuring, stimulaTion cof
producticn, or lIncreasing ul¥imaTte reccvery In conrfcrmiTy witnh a plan of
development and operaTion apprcved Sy The AQ anc *ne Lanc Comnissicner anc the
Divisicn, a !lke amount of ¢as, after sertlemenTt as herein prcviced
gas *ransferred frcm any oTher carticlparing area anc with
deducticn fcr toss from eny cause, may be withcrasn frem the fcrmation into
which the cas Is Introduced, royalty free as 1o <dry ges, but nct as 1o any
producTs which may be extracted +herefrom; provicded that such withdrawal shall
be at such Time a2s may be prcvided in the approved plan of develcpment and
operatlcn or as may otherwise te consented to By the AO ana the Lanc
Ccmmissicrer and the Dlvislon as conforming to gcod getroleum englneering
practice; and provided further, that such rlight of withdraewal shall terminate
on the termination of thls unit agreement,

tor any
gppropriate

_ Royalty due the United States shall be ccmputed as provided [n 30 CFR
Group 200 and paid In value or dellvered in kind as to all unitized substances
on the basls of the amcunts thereof allocated to unltized Federal lang as
provided In Sectifon 12 a2t the rates speclfled In the respective Federal fease,
or at such other rate or rates as may be authorlzed by law or regulation and
approved by +he AQ; provided, that for leases on which the royalty rate
depends on the daily average production per well, said average productlon
shall bte cetermined in accordance with the operating regulations as though
each particlpating area were 3 single consolidated lease.

Royalty due on account of State lands shall be computed and pald on +the
basis of all unltlzed substances allocateg to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shall be pald by eappropriate working Interest owners under
exlsting contracts, laws, @and regulations, provided that nothlng hereln
contalned shall operate to relleve the lessees of any land trom thelr
respective lease obllgatlons tor the payment of any rental or minimum royalty

due uncer thelr leases. Rental or minlmum royaity for lands of the United



States sub_ect *o this agreement shall te pald at the rate cpecifiedg fn ’E“
resgectlive leases from tha United States unless such renfal or minirum royabty

s walved, suspended, Or reduced by law or by approval of the cocretary cr his
duly autherlzed representative,

Rentals on S*tate of MNew Mexico lands subject to this agreament chall be
paid at the rate specifled In the respectlve leases.

With respect to any lease on non-federal tand contalning provislons which

would terminate such lease unless drilling operations are ccmmenced upon The
land covered thereby within the time therein speclfled or rentals are paid for
the privilege of deferring such drlliting operatlions, the rentals regulred

thereby shall, notwithstanding any other provislon of . this agreement, be
deemed to accrue and become payable during the term thereot &s extended by
this agreement and until the required driiling operaticns are ccmmenced upon

the land covered thereby, or until_scme portion of such land s included
within a particlpating area.

16.  CONSERVATION.  Operations hereunder and producticn of unitized’
substances shall be conducted to provide for the most economical and efficlent

recovery of sald substances wlthout waste, as deflned by or pursuant to State
or Fedaral law or regqulation.

17. DRAINAGE. The Unit Operator shall take such measures as the AO and
Land Cemmissioner deems appropriate and adequate to prevert drainage of
unitized substances for unitlzed land by wells on land not subject to this
agreement, which shall Include the drilling of protective wells and which may
include the payment of a falr and reasonable ccmpensatory royaity, as

cetermined by the AO, as to Federal leases and the Land Commlsslioner, as 1o
State leases.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,
and provisicns of al{ {eases, subleases, and other ccntracts relarting To
explcration, drilling, development, or cperation for oil o~ gas on lands
cemmit*ted to Thls agreement are hereby expressly modlfied and emended to the
extent necessary to make the same conform Yo the provisions hereof, but
otherwise to remaln in full force and effect; and the parties hereto herepy
censent Tnet the Secretary, as to Feceral leases and the Land Commissioner, as
+o State leases, shall and each by his approval hereof, or by the appreval
hereof by his dquly authcrized representative, doces hereby establish, atter,
change, cr revcke the drilling, producing, rental minimum royaity, and royalty
requirements of Federal leases ccmmittead hereto and the reguiaticns in respecT
+hereto to conform said regulirements to the provisions ot this agreement, and,
without limiting the generality cf the foregoing, all leases, subleases, ana
contracts are particulariy mocified in acccrdance with the fcllowing:

{g) The cdevelcpment and cperatlcen of lands subject to this agreement
under the terms hereof shall be deemed full performance of al obligations for
deveiopment and operation with respect to each and every separately owned

tract subject to this agreement, regardless of whether there 1Is any
development of any particular tract of this unlt area.

(b) Drilling and producing operations performed hereunder upon any tract
of unitized lands will! be accepted and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed
to expire by reason of fallure to drill or produce wells situated on the |and
therein embraced.

(c) Suspensicn of drilling or producing operations on al!l unitized |ands

pursuant to direction or consent of .the AQ and the Land Cormissioner, or his
duly authorized representative, shall be deemed to constitute such suspension
pursuant to such directlion or consent as fo each and every tract of unitized

tand. A suspension cf drllling or producing operations limited to specified
lands shall be appllcable only to such lands.

(d) Each Ilease, subfease or contract relating to the exploration,
dritling, development, or operation for oll or gas of lands other than those
of the United States and State of New Mexlco committed to this agreement
which, by Its terms might explre prior to the terminatlon of this agreement,
Is hereby extended beyond any such terms so provided thereln so that it shall

be continued in full force and effect for and during the term of this
agreement,
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(@) Any Federal lease ccmmitted heroto shal| ccntlnue (n torco beycnd thn
term so provided thereln cor by law as %o the land commit*ed 50 lcng 25 SUCD
lease remalns subject hereto, proviced that production of unltized 5uostancgs
In paylng quantitles |Is established In paylng quantities under this wunit®
agreement prior to the explration date of the term of such lease, or in he
event actual drilling operations are commenced on uynitlized land, [n accordance
with provisions of this agreement, prior to the end of the primary term ct
such lease and are belng dlligently prosecuted at that time, such leese cnall
be extended for two years, and so long thereafter as oll or gas Is produced In

paying quantitles In accordance with the provisicns of the Mineral Leasing
Act, as amended.

(#) Each sublease or contract relating to the operation and development
of unitized substances from lands of the United States committed to this
agreement, which by its terms would expire prlor to the time at which the
underdying lease, as extended by the immediately preceding paragraph, wil!
expire, Is hereby extended beyond any such term so provided therein so thar It
shall be continued In full force and effect for and durtng the term of *he
underiying lease as such term is herein extended. '

{g) The segregation of any Federal lease committed to thls agreemant Is
governed by the following provision In the fourth paragraph of Section 17(})
of the Mlineral Leasing Act, as amended by the Act of September2, 1960, (74
Stat. 781-784) (30 U.S.C. 226(j)): "Any (Federal) (ease heretofore or
hereafter committed to any such (unit) plan embracing lands that are in part
within and in part outside of the area covered by any such plan shall be
segregated Info separate leases as to the lands committed and the lands not
ccmmitted as of the effective date of unltization. Provided, however that any
such lease as to the non~unitlized portion shall continue In force and effect
for the term thereof, but for not less than two years from the date of such

segregaticn and so long thereafter as oil or gas Is prcduced In paying
quantities."”
(h) In t+he event the Initial Test Well Is ccmmenced prior to the

expiration cate of the shortest term State Lease within the Unlt Area, any
lease embracing lands of the State cf New Mexico which is made the subject to
this acreement, shal!l continue in force beyond the term provided therein as to
the lancs ccmmitted hereto untl! fhe terminaticn hereof.

(i) Any lease embracing tands of the State of New Mexico having cnly a
portion of its lands committed hereto, shall be segregated as to the perticn
cormitted and the pcrtion not ccmmitted, and the terms of such lease shail
apply separately to such segregated portions commencing as the effective date
hereof; contrary any lease embracing lands of the State of New Mexico having
cnly a portlon of its lands ccmmitted hereto shall centinue in full force and
effect beyond the term prcvided therein as to all lands embraced in such
lease, if oil or gas Is dlscovered and Is capable of belng produced in paying
quantities frcm some part of the lands embraced in such lease at the
expiraticn of the seccndary term of such lease; or if, 2t *he expiration of
the seccndary term, the lessee or the Unlt Cperator is then engaged in bona
fide drilling or reworking operations on some part of the lands embraced in
such lease, the same as to all lands embraced therein, shall remain in full
force and effect so long as such operaticns are being diligently prosecuted,
and if they result in the productlon of oil or gas; said lease shall continue
in full force and effect as to ail the lands embreced therein, so long

thereafter as oil or gas In paying quantities is being produced from any
portion of said lands.

19. COYENANTS RUN WITH LAND. The covenants herein shail be construed to
be covenants running with the land with respect to the Interests of the
parties hereto and their successors In Interest wuntil +this agreement
terminates, and any grant, fransfer or conveyance of interest In land or lease
sub ject hereto shali be and hereby is conditloned upon the assumptlon of all
privileges and obllgations hereunder by the grantee, transferee, or other
successor In interest. No assignment or fransfer of any working Interest,
royalty, or other Interest subject hereto shall be binding upon Unjt Operator
until the first day of the calendar month after Unit Operator 1s furnlshed

with the original, photostatic, or certifled copy of the
transfer,

instrument of

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the A0 and the Land Commissioner or thelr duly author!zed
representative and shall automatically terminate five (5) years frem said

-
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eftectlve (29 unless:

(a) Upon appilcation by the Unit Cperatcr such date ot oxplration bs
extended by the AQ and *the Land Commlissicner; or

(b) 1t is reasonably determined prior to the expiration of *he flxed term
or any extenslon thereof that the unitized land Is Incapable of producticn of
unitized substances In paying quantitles In the formations tested hereunder,
and atter notice of Intentlon to terminate this agreement on such ground Is
glven by the Unit Operator to all parties In Interest at their last known

addresses, this agreement [s terminated with apprcval of the AC and the Land
Commissioner; or

(c) a valuable discovery of unitized substances in paying quantitles has
been made c¢r accepted on unitized {and during said initiel term or any
extenston thereof, In which event this agreement shall remaln in effect for
such term and so long thereafter as unitized substances can be produced as To
Federal lands and are belng produced as to State lards In quantlities
sufficlent Yo pay for the cost of producing same frcm wells or unitized tand’
within any participating area established hereunder. Should production cease
and diligent drilling operations to restore production or new productlion are
not In progress or reworking within sixty (60) days and production Is not
restored or should new production not be cbtained in paying quantities on
committed lands within +this unit area, this agreement will automatically

terminate effective the last day of the month In which *the last unlitized
production occurred; or.

(d} It Is voluntarily terminated as provided In +hls agreement. Except
as noted herein thls agreement may be terminated at any time prior to the
discovery of unitlzed substances which can be produced In paying quantities by
not less than 75 per centum, cn an acreage basis, of the working interest
owners slgnatory hereto, with the approval of +the A0 and +the Land
Commissicner. The Unit Operator shai! give notlice cf any such approval to ail
partles hereto. Voluntary termination may not occur during the first six (6)
mcnths of this agreement unless at least one.cbligaticn well shall have teen
drilled in conformance with Section 9.

21. PRATE CF PROSPECTING, GEVELCFMENT, AND PRCCUCTICN. Trhe AQ is heredy
vested with autherity Yo alter or moaify frem time to +ime, in nis ciscretion,
the quantity end rate of producticn under This zgreemenT when such quantiTy
and rete are not fixed pursuant to feceral! cor State law, or ¢o not conform *o
any State-wide voluntary conservatien or allccation program which is
established, recognized, and generzily adhered to by the majority of operators
in such State. The abcve autherity is hereby limited +o al+eration or
medifications which are in the public interest. The public interest +to te
served and the purpose thereof, must te stated in the order of alteraticn or
modification. Without regard to the foregoing, *the AC is also hereby vested
with authcrity to alter or modify frcm time to time, in his discreticn, the
rate of prospecting and development and the quantity and rate of production
under this agreement when such alteration or medification is in the interest
of attalning the conservation objectives stated in this agreement and is not
in violation of any applicable Federal or Stafe law; provided, further, that
no such alteration or modificatlon shail be effective as to any land of the
State of New Mexico, as to the rate of prospecting and developing In the
absence of the speciflc written approval thereof by the Commissioner and also
to any lands of the State of New Mexico or privately owned lands subject to
this agreement as fo the guantity and rate of production in +he .absence of
specific written approval thereof by the Division.

Powers in the sectfon vested in fhe AOQ shall only be exerclsed after
notice to Unit Operator and opportunlty for hearing to be heig not less than
15 days from notice.

22. APPEARANCES. Unit Operators shail, after notice to other partles
affected, have the right to appear fcr and on behalf of any and all interest
affected hereby before the Department of the Interior and the Commisslioner of
Public Lands and DOlvision, and to appeal from orders ;ssued under the
regulations of said Oepartment or Land Commissioner and Division or to apply
for rellef from any of sald regulations, or [(n any proceedings relative to
operations before the Department or the Land Commissioner and Dlvision or any
other legally constituted authority; provided, however, that any other
interested party shail also have the right at [ts own expense to be heard In
any such proceeding.



23. NOTICES. All notlces, demands, or stataments requirnd hereuncor °C
te glven cr rendered *o the partles heroto shall be in writling anrdg spaill te
personafly ceiivered to the party cr partles, or sent by postpald reqglstarad
or certifled mall, to the last known address of +he party or partles.

24. NO WAIVER CF CERTAIN RIGHTS. Nothing contained I[n this agrement
shall be construed as a walver by any party hereto of the right to assert any
legal or constitutional right or defense as to the valldlty or invalidit of
any law of the State where ynitlzed tands are |ocated, or of the Unlted
States, or regulatlons Issued thereunder in any way affecting cuch party, cr

as a walver by any such party of any right beyond hls or its autherity 710
walve, -

23. UNAVOIDABLE DELAY. All obllgations under *his agreement requiring
the Unlt Cperater 1o commence or contlinue drilling, or *o cperate on, cCr
produce unitized substances frem any of the lands covered by this agreement,
shall be suspended while the Unit Operator, despite the exerclse of due care
and diligence, [s prevented from complying with such oblligations, In whole cr
In part, by strlkes, acts of God, Federal, State, or municipal law or
agencies, unavoidable accidents, uncontroilable delays fin ‘transportaticn,
Inablillty to obtain necessary materlals or equipment In open market, or other

matters beyond the reasonable control of the Unit Operator whether similar to
matters hereln enumerated or not.

26. NONDISCRIMINATION. In connectlon with the performance of work under
thls agreement, the Unlted Operator agrees to comply with all the provisions
of Section 202 (1) to (7) inciusive of Executive Order 11246 (30 F.R. 12319),
as amended which are hareby Incorpcrated by reference in this agreement.

27. LOSS CF TITLE. In the even title to any tract of unitized land
shall fail and fThe true owner cannot be Induced to join in +this unit
agreement, such tract shall be automatically recarded as not committed hereto,
and there shall be such readjustment of future costs and benefits as may be
required on acccunt of the foss of such titte. In the event of a dispute as
to title to any royalty, working interest, or other interests subject thereto,
payment cr delivery on account thereof may be withheld withcur liebility fer
interest until the dispute is flnally settled; proviced, that, as to Federal
end State lands or leases, no payments cf funds due the Unitz2d States or the
State of MNew Mexico should be withheld, but such funds shail bte depcsited as
directed by the AQ0 and such funds of the State of New Mexico shall te
ceposited as directed by the Land Ccmmissioner, to be held as unearned money
perding final settlement of the tlitle dispute, and then applled as earned cr
returned In acccrdance with such final sefttlement.

Unit Cperater as such is relieved from any respcnsibility for any defect
or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. [f the owner of any substantial
interest in a fract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working interest In that tract may
withdraw the tract from this agreement by written notice delivered to +he
proper Bureau of Land Management office, the Land Commissloner, +he Division
and the Unit Operator prior fto the approval of thls agreement by the A0 and
Commissioner. Any oil or gas lInterests In lands within the unit area not
committed hereto prior fo final approval may thereaffer be ccmmitted hereto by
the owner or owners thereof subscribing or consenting to this agreement, and,
if the Interest. Is a working interest, by the owner of such interest onfy
subscribing to the unit operating agreement. After operations are commenced

hereunder, the right of subsequent joinder, as provided In thils section, by a
werking Interest owner is subject to such regqulrements or approval(s), if any
pertalning to such jolnder, as may be provided for in the unit operaflné

agreement, After final approval hereof, Joinder by a non~working interest
owner must be consented fo in writing by the working interest cwner committed
hereto and responsible for the payment of any benefits <that may accrue
hereunder in behalf of such non-working Iinterest. A non-working
not be committed to this unlt agreement unless the corresponding working
Interest Is committed hereto. Jolnder to the unlt agreement by a working
interest owner, at any time, must be accompanled by approprlate jolinder to the
unit operating agreement, 1In order for the interest to be regarded as
comm{tted to this agreement, Except as may otherwice hereln be provided,
subsequent joinders to thls agreement shall be effectlve as of the date of the
filing with the AO, the Land Commissicner and the Division of duly executed

interest may
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counterparts cf all cr any £apers necessary to establlsh offectlive commifren’
ot any interest and/cr tract to thls agreement,

29. CCUNTERPARTS. This agreement may be eoxecuted In any number of
counterparts, no one ot whlich needs to be executed by all parties, or m2Y te
ratifled or consented to by separate Instrument In writing spech flical ly
referring hereto and shall be binding upon all those partles who have executed
such a counterpart, ratlfication, or consent hereto with the came tforce anq
effect as |f all such parties had signed the same documenT and regardless C*
whether or not 1t Is executed by all other partles owning or claiming an
interest In the lands within the above-described unit area.

30. SURRENDER. Nothing In this agreement shall prohliblt the exerclse by
any working interest owner of the right to surrender vested in such party DYy
any lease, sublease, or operating agreement as to all cr any part of the
lands covered thereby, provided that each party who will or might acquire such

working Interest by such surrender or by forfeiture as hereafter set forth, is
bound by the terms of thls agreement. -

lf as a result of any such surrender, the working Interest rights as 10
such lands beccme vested In any party other than the fee owner of the unitized
substances, said party may forfeit such rights and further benefits from
operation hereunder as to said land to the party next in the chain of *title
who shall be and become the owner of such working Interest.

1f, as a result of any such surrender or forfeiture, working Interest

rights beccme vested In the fee owner of the unitized substances, such owner
may:

{(a) accept *those workling Interest rilights subject to this agreement and
+he unit operating agreement; or

(b) lease the portion cf such land as Is included In a participating area

established hereunder subject to tThis agreement and the wunit operating
agreemenT; Cr :

(c) provice for the indepencent cperaticn of any parT of such land thart
is not then incluced within a participating area estapiished hereuncer.

lf +he fee cwner of the unlitized substarces does not accept the working
interest rights subject to this agreement anc the unit operating agreement or
lease such lanas as above provided within six (6) months after +the surrendered
or forfeited, worklng interest rights beccme vested in the fee owner, The
benefl+s and obiligations of operations accruing to such lards under this
agreement and the unit opereting agreement shall be shared by +he remaining
cwners of unitized working Interests in accordance with tneir respective
working interest ownerships, and such cwners of worklng interests shall
compensate the fee owner of unitized substances In such lands by paying sums
equal to the rentals, minimum royalties, and royalties applicable to such
lands under the lease in effect when the lands were unitized.

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

The exerclse of any right vested In a working Interest owner to reassign
such worklng Interest to the party from whom obtained shall be subject to the

same condltions as set forth in this sectlon In regard to the exercise of a
right to surrender.

31. TAXES. The working Interest owners shall render and pay for thelr
acccunt and the acccunt of the royalty owners all valid taxes on or measured
by the unitlzed substances In and under or that may be produced, gathered and
sold from the land covered by thls agreement after Its effective date, or upon
the proceeds derived therefrom. The working Interest owners on each tract
shall and may charge the proper proportlon of sald taxes to royalty owners
having Interest in sald tract, and may currenfly reta'n and deduct a
sutflicient amount of the unitlized substances or derivative products, or net
proceeds thereof, from the allocated share of each royalty owner to secure
reimbursement fcr the taxes so paid. No such taxes shall be charged to the
United States or the State of MNew Mexlco or to any lessor who has a contract
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with hls lessee which requires the lessee to pay such *arus.
27, NQ PARTHERSHIP, It Is exprassiy agreed that the rotatton <f

parties horeTo Is that of independent controctors and nothling containg,
this agreerent,

LY

exprossed or Implled, nor any operatlions conducted hereunder,

<hall create or be cecmed to have created a parTnerJhlp or asscclaticn borween

*he pur*\LS hereto or any of them.

33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATICNS. HNothing ln this
zgreement shall modlfy or change either the speclal Federal lease stipulatlcns

such special Federal lease stipulaticns

relating to surface management or

relating to surface and environmental protection, attached +o and made a g
of, Oil and Gas Leases covering lands within the Uni+ Area.

N WITNESS WHERECF, the parties hereto have cazusec this ajreemenT 70

r=-

ok

-

executed and have set opposite their respective names the cate of execuTlon.

UNIT QPESATOR AND WOPK MG |MTEBECT CWMED

YATES PETROLEUM CORPORATION

s o

Date oﬁ{E;;Eii?j:gzggg

STATE OF NEW MEXICO)

. SS
COUNTY OF EDDY )

The foregoing instrument was acknow]edged before me this_ /) day of

(_Mﬁ » 19 Jo s by (f_}/‘.,)é?‘_ % Attor‘ney In-Fact
fo% YATES PETROLEUM CORPORATION, a New Mex1co corporat1on, on behalf of said
corporat1on

My Commission Expires:

S o gj(‘blfg140w¢r

raceh [_ 1290 Notary Public

f

513 /0, 1990
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BITTERSWEET UNIT

Feceral Lands 320 acres 22.857143%

State Lands 1080 acres 77.1428577%

Chaves County, New Mexico
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Exhibit "A”

1400 acres 100%




Chave

EXHIBIT "B"
To Unit Agreement
B1ITTERSWELT UNIT
s, County, New Mexico

Page 1 of 11

Tract # o of Serial No. & Basic Royalty Overriding Working Interest
I.ond Description Acres Exp. Date Ownership %  Lessee of Record Royalty Owncr & Percentage
IIIIIIIIIIIIIIII ST T Surface to Base of )
FEDEDAT LAMNDS Abo Formation:
llllllllllllll Yates Petroleum
1. TOC-R26E 320.00 NM-39952 UsAa  12.5% Yates Petroleum Michael Corporation - 14.29348E5%
Sec. 29: S} 8§~31-90 Corporation - 4% Hartgraves Yates Drilling
Yates Drilling 5% Company - 11.361685
Company - 32 Abo Petroleum
Abo Petroleum Corporation - 11.361685
Corporation - 32 Myco Industries,
Myco Industries, Inc. - 11.361685
Inc. - 32 Fnron Oil & Gas
Company - 27.796170
Matador Petroleum
Corporation - 11.912645
Plains Radio Broadcasting
! Conipany - 11.912645
Below ABO Formatiou:
Yates Petroleum
Corporation ~ 14.637338%°
Yates Drilling
Company - 11.074536
Abo Petroleum
Corporation - 11.074535
Myco Industries,
Inc. - 11.074535
Enron 0il & Gas
Company - 28.074876
Matador Petroleum
Corporation - 12.032090
Plains Radio Broadcasting
Company - 12.032090
T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 0tal Federal Tandg = 320.00 acres Tttt T
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EXUIBIT "B"
To Unit Agreement
BITTERSWEET UNIT
Chaves, County, New Mexico
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TLHTE LANDS

. TS9E~-R2Z6E

Sec.

28: N/2;
NE/4SW/4;
S/2S8SE/4

Working Interest
Owner & Percentage

No of Serial No. & Basic Royalty Overriding

Acres Exp. Date Ownership % Lessee of Record Royalty

440.00 LG-7642-1 State of NM "Enron 0O1il & Gas Company None
2-1-90 12.5%

Surface to Base of
Abo Formation:
Yates Petroleum
Corporation -
Yates Drilling

14.293485%

Company - 11.361685
Abo Petroleum
Corporation - 11.361685
Myco Industries,

Inc. - 11.3610685%
Enron 0il & Gas

Company - 27.79€170

Matador Petroleum
Corporation - 11.9120645
Plains Radio Broadcvasting
Company - 11.912645
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EXHIRBIT "B"
To Unit Agreement
BITTERSWEET UNIT
Chaves, County, New Mexico

T act B No of Serial Nc. & Basic Royalty Overriding Working Interest
l.ond Descriptron Acres Exp. Date Ownership % Lessee of Record Royalty Ownexr & Percentage

Below Abo Formation:

Yates Petroleum

Corporation - 14.637338

Yates Drilling

Company - 11.074536

Abo Petroleum

Corporation - 11.074535

Myco Industries,

Inc. - 11.074535

Enron 0Oil & Gas

Company - 28.074876

Matador Petroleum

Corporation - 12.032090

Plains Radio Broadcastin

Company - 12.032090

J. TO5-R26E 80,00 LG-83605-1 State of NM Yateg Pelroleum Armstrong Surface to Base of Abo
Cec.33: L/ZNW/A4 6-1-90 12.5 Corporation Energv Formation:

Corporation-5% Yates Petroleum

Corporation - 14.293485

Yates Drilling

Company - 11.361685

Abo Petroleum

Corporation - 11.361685

Myco Industries,

Inc. - 11.361685

Enron 0il & Gas

Company - 27.796170

Matador Petroleum
Corpcrati.on - 11.912645
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EXHIBIT "B"
To Unit Agreement
BITTERSWEET UNIT
Chaves, County, New Mexico

Tract # No of Serial No. & basic Royalty Overriding Working Interest
l.and Description Acres Exp. Date Ownership % Lecsee of Record Royalty Owner & Percentage

Plains Radio Broadcasting
Company - 11.912645

Below Abo Formation:

Yates Petroleum

Corporation ~ 14.637338%
Yates Drilling

Company - 11.074536
Abo Petroleum
Corporation - 11.074535
Myco Industries,

Inc. - 11.074535
Enron 0il & Gas

Company - 28.074876
Matador Petroleum
Corporation -~ 12.032090

Plains Radio Broadcasting
Company - 12.032090



Chaves,

EXHIBIT "B"
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UNIT
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Coret
,and Desc

#

ription

No of Serial No. & Casic Royalty Overriding Working Interest

Acres Lxp. Date Ownership % Tessee of Record Royalty Owner & Percentage

40.00 LG-8579 State of NM Enron 0il & Gas Conpany Surface to Base of Abo
SE/A4SW/ 4 9-1-90 12.5% Formation:

Yates Petroleum
Corporation -
Yates Drilling

14.293485%

Company - 11.361685
Abo Petroleum
Corporation - 11.361685

Myco Industries,

Inc. - 11.361685
Enron 0il & Gas

Company - 27.796170
Matador Petrocleum
Corporation - 11.912645
Plains Radio Broadcasting
Company - 11.912645
Below Abo Formation:

Yates Petroleum
Corporation -
Yates Drilling

14.637338%

Company - 11.07453¢
Abo Petroleum
Corporation =~ 11.074535

Myco Industries,

Inc. - 11.074535
Fnron 0Oil & Gas
Company - 28.074876

Matador Petrcoleum
Corporation - 12.032090
Plains Radio Broadcasting
Company - 12.032090
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Tract #

No of Serial No. & Basic Royalty Overriding Working Interest
Lund Description _Acres Fxp. Date Ownership 3% Lessee of Record Royalty
. T9S-R26F 200.00 Vv-2328-3 State of NM Matador Petroleum 1989 Royalty Surface to Base of Abo
Sec. 28: N/2SE/4 6-1-92 16.67% Corpuration - 50% Venture - 3.33% Formation:
W/28W/4; SE/4SwW/4 Plains Radio Broad- Yates Petroleum

casting Company - 50%

Corporation - 14.293485%
Yates Drilling

Company - 11.361685
Ao Petroleumnm
Corporation - 11.3261685
Myco Industries,

Inc. - 11.361685
Enron 0il & Gas

Company - 27.796170
Matador Petroleum
Corporation - 11.912645

Plains Radio Broadcasting
Company - 11.912645
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EXHIBIT "B"
To Unit Agreenent
BITTERSWEET UNIT
Chaves, County, New Mexico

Trect # No of Serial No. & Basic Royalty Overriding Working Interest
l.and Description Acres Exp. Date Ownership %  Lessec¢ of Record Royalty

Below Abo Formation:

Yates Petroleum

Corporation -~ 14,63733¢
Yates Drilling

Company - 11.07453¢
Abo Petroleum
Corporation =~ 11.,07453¢
Myco Industries,

Inc. - 11.07453¢
Enron 0il & Gas

Company - 28.07487¢
Matador Petroleum
Corporation - 12.03209¢(

Plains Radio Broadcastir
Company - 12.032009¢C
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Working Interest

TOS-R26L
Sec. 21: SE/4;
NW/2SW/4;SW/45W/4

No of Serial No. & BRasic Royalty Overriding
Acres Exp. Date Ownership % Lessee of Record Royalty
280.00 VB-157-3 State of NM Matador Petroleum 1989 Royalty Surface to Base of Abo
11-1-92 18.75% Corporation - 50% Venture - 1.25% Formation:
Plains Radio Broad- Yates Petroleum

casting Company -

50%

Corporation - 14.29348
Yates Drilling
Company - 11.36168
Abo Petroleun
Corporation - 11.36168.

Myco Industries,

Inc. - 11.36168.
Enron 0il & Geas
Company - 27.79617¢

Matador Petroleum

Corporation - 11.91264
Plains Radio Broadcasti
Company - 11.91264!
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FEXHIBIT "B"
To Unit Agrcement
DITTERSWEET UNIT
Chaves, County, New Mexico

Tract & No of
IL.ond¢ Description Acres EXp.

Seriacl No.

Date

&

Overriding
Royalty

Basic Royalty

Ownership % Lessec cf Record

Working Interest

Below Abo Formation:

Yates Petroleum

Corporation - 14.63733¢
Yates Drilling

Company - 11.07453¢
Abo Petroleum
Corporation =~ 11,07453¢
Myco Industries,

Inc. - 11.07453¢
Enror 0Oil & Gas

Company - 28.07487¢

Matador Petroleum

Corporation - 12.03209¢C
T’lains Radio Broadcastir
Company - 12.032009C
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Lhand

Tract # No of Serial No. & Baslc Rovalty Overriding Working Interest
Description Acres Exp. Date Ownership % Lessee of Record Royalty
7. o Tes-n26w 40.00 VB~294 State of WM Yates Petroleum None Surface to Base of Abo
Sec. 332 NW/4NW/ 4 11-1-93 18.75% Corporation Formation:

Yates Petroleum

Corporation - 14.293485%

Yates Drilling
Company - 11.361685
Abo Petroleum
Corporation = 11.361685

Myco Industries,

Inc. - 11.361685
Enron 0il & Gas
Company - 27.796170

Matador Petroleum

Corporation - 11.912645
Plains Radio Broadcasting
Company - 11.912645
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"ract #

lLand Description

No of
Acrec

Serial No. &
Exp. Date

Basic Royalty
Ownership $%

Overriding

Lessee of Record

Royalty

Working Interest

Total State

Below Abo Formation:

Yatecs Petroleum

Corporation - 14.637338
Yates Drilling
Company ~- 11.074536
Abo Petroleum
Corpuration - 11.074535

Myco Industries,

Inc. - 11.074535
Enron 0Oil & Gag
Company - 28.074876

Matador Petroleum

Corporation - 12,032090
Plains Radio Broadcastin
Company - 12.032090

Federal Lands
State Lands
TOTAL

RECAPITULATTION

320.0C
1080.00 acres

1400.00 acres

22.857143%
77.142857%

100.060000C%

acres




