
State of N e w Mexico 

SLO REF NO. OG-550 

W.R. HUMPHRIES 
COMMISSIONER P.O. BOX 1148 

SANTA FE. NEW MEXICO 87504 U48 

November 3, 1987 

D i c k e r s o n F i s k & Vandiver 
ATTN: Mr. Chad D i c k e r s o n 
Seventh & Mahone, S u i t e E 
A r t e s i a , New Mexico 88210 

Re : Proposed Lazy Tree S t a t e U n i t 
Chaves County, New Mexico 

Gentlemen: 

T h i s o f f i c e has r e v i e w e d t h e u n e x e c u t e d copy of a u n i t 
agreement which you have s u b m i t t e d on b e h a l f of Yates P e t r o l e u m 
Corp., f o r the proposed Lazy Tree S t a t e U n i t , Chaves County, New 
Me x i c o . T h i s a g r eement meets t h e g e n e r a l r e q u i r e m e n t s o f t h e 
Commissioner of P u b l i c Lands and has t h i s d a t e g r a n t e d you 
p r e l i m i n a r y a p p r o v a l as t o form and c o n t e n t . 

P r e l i m i n a r y a p p r o v a l s h a l l n o t be c o n s t r u e d t o mean f i n a l 
a p p r o v a l of t h i s . a g r e e m e n t i n any way and w i l l n o t e x t e n d any 
s h o r t t e r m l e a s e s , u n t i l f i n a l a p p r o v a l and an e f f e c t i v e d a t e 
have geen g i v e n . A l s o , any w e l l commenced p r i o r t o t h e e f f e c t i v e 
d a t e of t h i s a g r e ement w h i c h p e n e t r a t e s i t s o b j e c t i v e h o r i z o n 
p r i o r t o s a i d e f f e c t i v e d a t e s h a l l n o t be c o n s t r u e d as t h e 
i n i t i a l t e s t w e l l . 

When s u b m i t t i n g y o u r a g r eement f o r f i n a l a p p r o v a l p l e a s e 
submit the f o l l o w i n g : 

1. A p p l i c a t i o n f o r f o r m a l a p p r o v a l by t h e C o m m i s s i o n e r 
s e t t i n g f o r t h t h e t r a c t s t h a t have been committed and the 
t r a c t s t h a t have not been committed. 

2 . A l l r a t i f i c a t i o n s from the lesse e s of Record and Working 
I n t e r e s t Owners. A l l s i g n a t u r e s s h o u l d be acknowledged 
by a n o t a r y and one set must c o n t a i n o r i g i n a l s i g n a t u r e s . 

3 Order of 
approva 1 
a p p r o v a l 

the New Mexico O i l C o n s e r v a t i o n D i v i s i o n . Our 
w i l l be c o n d i t i o n e d upon subsequent f a v o r a b l e 
by the New Mexico O i l C o n s e r v a t i o n D i v i s i o n . 



D i c k e r s o n , F i s k & V a n d i v e r 
November 3, 1987 
Page 2 

4. On E x h i b i t s "A" and "B" T r a c t No. 15 t h e c o r r e c t Lease 
No. i s VB -159 and t h e Lessee of r e c o r d i s Murphy H. 
Baxter . 

5. On E x h i b i t s "A" and "B" T r a c t No. 16 t h e c o r r e c t Lease 
No. i s VB-160 and t h e Lessee o f r e c o r d i s Murphy H. 
Baxter . 

Your f i l i n g f e e i n t h e amount of $270.00 has been r e c e i v e d . 
I f we may be of f u r t h e r h e l p p l e a s e do n o t h e s i t a t e t o c a l l on 
us . 

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

W. R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

BY 

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

WRH/FOP/pm 
cc: OCD-Santa Fe, New Mexico 

Gulram, I n c . 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRU1 
GOVEPNOR 

HERS November 9, 1987 POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 87501 
(505) 827-5800 

Mr. Chad Dickerson 
Dickerson, Fisk & Vandiver 
Attorneys at Law 
Seventh and Mahone, Suite E 
Artesia, New Mexico 88210 

Dear S i r : 

Enclosed here w i t h are two copies o f the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the su b j e c t case. 

S i n c e r e l y , 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Re: CASE NO. 92M 
ORDER NO. p-3535 

A p p l i c a n t : 

Yates Petroleum Corporation 

Copy of order also sent t o : 

Hobbs OCD x 

A r t e s i a OCD x 

Aztec OCD 

Other 
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<TES 
PETROLEUM 
CDRPDRRTIDN 

JOHN A. YATES 

V ICE PRESIDENT 

S. P. YATES 

PRESIDENT 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 88210 

TELEPHONE ( 5 0 5 ) 748-1471 

January 29, 1988 

New Mexico O i l Conservation D i v i s i o n 
P. 0. Box 871 

Santa Fe, New Mexico 87501 

A t t e n t i o n : Mr. B i l l LeMay 

Gentlemen: 

Enclosed f o r your f i l e s covering the captioned are the r a t i f i c a t i o n 
and j o i n d e r s t o Tract 17. As evidenced by the enclosed l e t t e r , these 
j o i n d e r s have been approved by the Commissioner of Public Lands on 
January 27, 1988. 

Thank you. 

Re: Lazy Tree State U n i t 
Lea County, New Mexico 
Case No. 9244 
Order No. R-8535 

Very t r u l y yours, 

YATES PETROLEUM CORPORATION 

Kathy H. Colbert 
Landman 

KHC/mw 

Enclosures 



PETROLEUM 
CDRPDRRTIDN 

J O H N A . Y A T E S 
VICE PRESIDENT 

S. P. Y A T E S 

P R E S I D E N T 

105 S O U T H F O U R T H S T R E E T 

ARTESIA , N E W MEXICO 88210 

TELEPHONE ( 5 0 5 ) 748 -1471 

January 13, 1987 

Commissioner of Public Lands 
310 Old Santa Fe T r a i l 
Room 13 6 

Santa Fe, New Mexico 87501 

A t t e n t i o n : Mr. Pete Martinez 

Dear Pete: 

Enclosed are three (3) o r i g i n a l l y executed R a t i f i c a t i o n s and Joinder 
of Unit Agreement and Unit Operating Agreement instruments. Said 
R a t i f i c a t i o n s have now been p r o p e r l y executed by Manforth Production, 
Inc. The instruments f u r n i s h e d to your o f f i c e by cover l e t t e r dated 
December 29, 1987 was not p r o p e r l y acknowledged because the Notary 
Seal was o m i t t e d . 

Please approve t h i s s u b m i t t a l of a d d i t i o n a l and/or c o r r e c t e d 
R a t i f i c a t i o n s . Thank you. 

Re: Lazy Tree State U n i t 
Lea County, New Mexico 

Very t r u l y yours, 

.OLEUM CORPORATION 

JB/bp 

cc: Chad Dickerson 
A t t o r n e y - a t - L a w 
611 Mahone Dr ive 
A r t e s i a , New Mexico 88210 

Enclosures 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I n c o n s i d e r a t i o n o f the execution o f the U n i t Agreement f o r the Development 
and Operation o f the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf o f the Secretary o f the 
I n t e r i o r and the Commission of Public Lands, and i n co n s i d e r a t i o n o f the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners of the contemporary 
U n i t Operating Agreement which r e l a t e s t o sa i d U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts said U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d or which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the U n i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of U n i t Agreement s h a l l be bi n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s / ' ! day of December, 1987. 

MANFORTH PRODUCTION, INC. 

By XfPjL^w /* . A ^ ^ ^ y ^ 

Title fM^^cixj-*-?' 

Address: c/o Harry Williams 
1011 Porpoise S t r e e t 
A u s t i n , Texas 78734 

STATE OF A^'u y n t . . ) 

' : ss 
COUNTY OF /V> -•• '•''?<- ) 

The foregoing instrument was acknowledged before me t h i s /"7 day of 
December, 1987 by ~7A N • ""At Ny'-O.ri-. , ' /? r .>. ct r->- ̂  
f o r H - V t v ^ / l ; K 1 A < : . , r . T « c i a H £ >, . c -
co r p o r a t i o n , on behalf o f said c o r p o r a t i o n 

My commission expires: 

MAR 

4blic N o t a r y P: 

j . - r o „ . H . STEIN 
r , ' j r - ' - . - '= J New V'ork 

^ • C ' ^ . ^ ' „ , N a s s a u County 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I n c o n s i d e r a t i o n of the execution o f the U n i t Agreement f o r the Development 
and Operation of the LAZY TREE STATE UNIT, County o f Chaves, State of New 
Mexico, dated October 9, 1987, i n form approved on behal f of the Secretary o f 
the I n t e r i o r and the Commission of Public Lands, and i n co n s i d e r a t i o n of the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners of the contemporary 
U n i t Operating Agreement which r e l a t e s t o said U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts s a i d U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d or which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the U n i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be bi n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s '"7 day of December, 1987. 

GLEN W. KARSTEN 

By tySlp.. . (J • UfjJuH^ 

Address: 3435 Westheimer 
Apt. 1007 
Houston, Texas 77027 

STATE OF //V: ) S ) 

COUNTY OF rWi 'i 

Tne foregoing^nastrument was acknowledged beror 
December, 1987 by d>//>J />• t-Qtt^'f J , S^Sc/1 

The foregoing^arnstrument was acknpwledged___before me t h i s /—*- day of 
" ~ f o r 

GLEN W. KARSTEN. 

My commission expires: 

' j f Notary Public ^ ^oJ fT/C 



State df New A4exico 

W.R. HUMPHRIES 
COMMISSIONER Commissioner cf RJWic Lands 

SLO REF NO. OG-653 

P.O. BOX 1148 
SANTA FE, NEW MEXICO 87504-1148 

January 2 7, 1988 

Yates Petroleum C o r p o r a t i o n 
ATTENTION: M:i . Cathy C o l b e r t 
105 South F o u r t h S t r e e t 
A r t e s i a , New Mexico 88210 

Re: Subsequent J o i n d e r 
Lazy Tree S t a t e U n i t 
Lea County, New Mexico 

Gentlemen : 

T h i s o f f i c e i s i n r e c e i p t of J i m B a l l ' s l e t t e r s o f December 
29, 1987 and J a n u a r y 13, 1988, t o g e t h e r w i t h t h r e e o r i g i n a l l y 
executed R a t i f i c a t i o n s and J o i n d e r s t o the Lazy Tree S t a t e U n i t 
Agreement and U n i t O p e r a t i n g Agreement. 

As per s e c t i o n 23 of the Lazy Tree S t a t e U n i t Agreement, the 
C o m m i s s i o n e r o f P u b l i c L a nds has t h i s d a t e a p p r o v e d t h e 
subsequent j o i n d e r r a t i f i c a t i o n s of Glenn W. K a r s t e n and M a n f o r t h 
P r o d u c t i o n , Inc. Please be a d v i s e d t h a t the subsequent j o i n d e r 
r a t i f i c a t i o n s t o t h e Lazy Tree U n i t Agreement s h a l l become 
e f f e c t i v e as of the f i r s t day of the month f o l l o w i n g t h e a p p r o v a l 
by t h e C o m m i s s i o n e r and t h e f i l i n g w i t h t h e O i l C o n s e r v a t i o n 
D i v i s i o n . 

Your r e v i s e d E x h i b i t "B" S c h e d u l e t o t h e U n i t Agreement and 
the U n i t O p e r a t i n g Agreement have a l s o t h i s date been accepted. 

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

WILLIAM R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

BY : •• \ • •-.->. • • u-*7 
FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5744 

WRH/FOP/pm 
enc l s . 
c c : OCD-Santa F e, N ew Mexi c o 

GULRAM 
TRD- 0 i 1 and Ga s P ro c e s s i n g 
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T E 5 
PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

ARTESIA . N E W MEXICO 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 748 -1471 

S. P. Y A T E S 

PRESIDENT 

J O H N A . Y A T E S 

V I C E P R E S I D E N T 

January 12, 1988 

O i l Conservation D i v i s i o n 
Energy and Minerals Department 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

A t t e n t i o n : Mr. W i l l i a m J. LeMay, D i r e c t o r 

Re: Lazy Tree State Unit 
Lea County, New Mexico 
Manforth Production, Inc. 

Gentlemen: 

Enclosed i s a replacement copy of the executed R a t i f i c a t i o n on the captioned 
u n i t . The copy f u r n i s h e d to your o f f i c e by l e t t e r dated December 30, 1987, 
di d not have the Notary Seal a f f i x e d . 

Thank you. 

Very t r u l y yours, 

JB/bp 

Enclo sure 

cc: Chad Dickerson 
611 Mahone Drive 
A r t e s i a , New Mexico 



V 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I n c o n s i d e r a t i o n of the execution o f the U n i t Agreement f o r the Development 
and Operation o f the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf of the Secretary o f the 
I n t e r i o r and the Commission o f Public Lands, and i n c o n s i d e r a t i o n o f the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners of the contemporary 
U n i t Operating Agreement which r e l a t e s t o s a i d U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts sa i d U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d or which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the Uni t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of U n i t Agreement s h a l l be b i n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s /~> day of December, 1987. 

MANFORTH PRODUCTION, INC. 

Address: c/o Harry Williams 
1011 Porpoise S t r e e t 
A u s t i n , Texas 78734 

STATE OF b*£— y'a^fc-, ) 

COUNTY OF jvptii, nv~ ) 
ss 

The foregoing instrument was acknowledged before me t h i s /-7 day of 
December, 1987 by ' 7 ^ ^ ^ ^ /Y- T 1^^^,;^ , P e ? \ - d £ ̂  
for M,^./:,,cr.^ fa^k^cr-,, ~ (I -f^c 1 a /y,; ̂  H&^co 
c o r p o r a t i o n , on behalf of sai d c o r p o r a t i o n . 

My commission expires: f y - c ^ ^ ^ ^ . X" j . , : ^ J Z C . . ^ . 
oV.l / /VK Notary Public.. ._ 

/;ci/,,''r"'Uc;:-'t f- STEIN 

(..•••.i t ; ; .„ T Nassau n.-., 



State of New Mexico 

W.R. HUMPHRIES 
COMMISSIONER Co: mmtsstoner cf luolic Lands 

November 30, 1987 

SLO REF NO. OG-616 

P.O. BOX 1148 
SANTA FE, NEW MEXICO 87504-1148 

D i c k e r s o n F i s k & Vand i v e r 
ATTN: Mr. Chad D i c k e r s o n 
Seventh & Mahone, S u i t e E 
A r t e s i a , New Mexico 88210 

Re: F i n a l A p p r o v a l of Lazy Tree S t a t e 
U n i t Agreement Lea County, New 
Mexico 

Gentlemen 

The Commissioner of P u b l i c Lands has t h i s date g r a n t e d f i n a l 
a p p r o v a l t o the Lazy Tree S t a t e U n i t Agreement, Lea County, New 
Me x i c o w h i c h you have s u b m i t t e d on b e h a l f o f Y a t e s P e t r o l e u m 
C o r p o r a t i o n . The e f f e c t i v e date of t h i s agreement i s November 30, 
1987. Our a p p r o v a l i s s u b j e c t t o l i k e a p p r o v a l by t h e New 
Mexico O i l C o n s e r v a t i o n D i v i s i o n . 

Our a p p r o v a l was g i v e n w i t h the u n d e r s t a n d i n g t h a t T r a c t Nos. 
10, 11, 12, 13 and 17 are not committed a t t h i s t i m e . 

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

Your f i l i n g f e e i n the amount of $270.00 has been r e c e i v e d . 

I f we may be of f u r t h e r h e l p , p l e a s e do not h e s i t a t e t o c a l l 
on us. 

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

W. R. HUMPHRIES 
C^imiSSIONEj^OF PUBLIC LANDS 

PRANDO, D i r e c 
Oi'l and Gas D i v i s i o n 
(505) 827-5744 

WRH/FOP/pm 
e n c l s . 
cc: OCD-Santa Fe, New Mexico 

G u i r a m 
OGAD 



KTES 
PETROLEUM 
CDRPDRRTIDN 

J O H N A . Y A T E S 

VICE PRESIDENT 

S. P. Y A T E S 

PRESIDENT 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 748 -1471 

December 30, 1987 

O i l Conservation D i v i s i o n 
Energy and Minerals Department 
P. 0. Box 2088 
Santa Fe, NM 87501 

ATTENTION: Mr. W i l l i a m J. LeMay, D i r e c t o r 

Gentlemen: 

Enclosed are the revise d pages regarding the captioned u n i t ' s Operating 
Agreement, Unit Agreement and R a t i f i c a t i o n s . 

The R a t i f i c a t i o n of Glen W. Karsten replaces the R a t i f i c a t i o n of F. 
Karsten who i s deceased and the Manforth Production, Inc. r . a t i f i c a t i o n 
has been executed. 

The R a t i f i c a t i o n s have been submitted t o the Commissioner of Public 
Lands f o r approval. Once approval has been received from t h e i r o f f i c e 
you w i l l receive a copy. 

I f t h i s s u b m i t t a l i s not s a t i s f a c t o r y , please do not h e s i t a t e t o c a l l . 

RE: Lazy Tree State U n i t 
Lea County, New Mexico 

Very t r u l y yours, 

:R0LEUM CORPORATION 

J B : r j 

Enclosures 

c c : Chad Dickerson 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977 

OPERATING AGREEMENT 

YATES PETROLEUM CORPORATION, a 
l 
2 
3 THIS AGREEMENT, entered into by and between _. 
4 New Mexico c o r p o r a t i o n , 105 S. 4 t h S t r e e t , A r t e s i a , NM hereinafter designated and 

5 referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter 

6 referred to individually herein as "Non-Operator", and collectively as "Non-Operators", 

7 
8 WITNESSETH: 

9 
10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas i n -
11 terests in the land identified in Exhibit " A " , and the parties hereto have reached an agreement to explore 
12 and develop these leases and/or oil and gas interests for the production of oi l and gas to the extent and 
13 as hereinafter provided: 
14 

15 NOW. THEREFORE, it is agreed as follows: 

16 
17 A R T I C L E I. 
18 DEFINITIONS 
19 
20 As used in this agreement, the following words and terms shall have the meanings here ascribed 
21 to them: 
22 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and al l other l iquid 
23 or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to 
24 l imit the inclusiveness of this term is specifically stated. 
25 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases cov-
26 ering tracts of land lying wi thin the Contract Area which are owned by the parties to this agreement. 

27 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of 
28 land lying wi thin the Contract Area which are owned by parties to this agreement. 
29 D. The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil 
30 and gas interests intended to be developed and operated for oil and gas purposes under this agreement. 
31 Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit " A " . 
32 E. The term "dri l l ing unit" shall mean the area fixed for the dr i l l ing of one well by order or rule 
33 of any state or federal body having authority. I f a dri l l ing unit is not fixed by any such rule or order, 
34 a dri l l ing unit shall be the dri l l ing unit as established by the pattern of dr i l l ing in the Contract Area 
35 or as fixed by express agreement of the Dr i l l ing Parties. 
36 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is .to 
37 be located. 
38 G. The terms "Dri l l ing Party" and "Consenting Party" shall mean a party who agrees to join in 
39 and pay its share of the cost of any operation conducted under the provisions of this agreement. 
40 H. The terms "Non-Dril l ing Party" and "Non-Consenurig Party" shall mean a party who elects 
41 not to participate in a proposed operation. 

^2 I . The term "Earning Part ies" sha l l mean Yates Petroleum Corporation. 

4 3 J . The term "Contr ibut ing Part ies" sha l l mean Bass Enterprises Production Company, Manforth Production Inc 
and Glen W. Karsten. ' 

U n l e s s t h e c o n t e x t o t h e r w i s e c l e a r l y i n d i c a t e s w n r d ^ HQPH -fn f t , D ~-r„ i • -i , 
45 t h e p l u r a l , t h e p l u r a l i n c l u d e s t h e s i n l u l a r ^ d ^ h e ^ n e u ^ 
4 6 m a s c u l i n e and the f e m i n i n e . A R T I C L E II . 
47 E X H I B I T S 
48 

49 The following exhibits, as indicated below and attached hereto, are incorporated in and made a 
50 part hereof: 

51 |fS A. Exhibit " A " , shall include the following information: 
52 (1) Identification of lands subject to agreement, 
53 (2) Restrictions, if any, as to depths or formations, 
54 (3) Percentages or fractional interests of parties to this agreement, 
55 (4) Oil and gas leases and/or oil and gas interests subject to this agreement. 
56 (5) Addresses of parties for notice purposes. 
57 • B. Exhibit "B" , Form of Lease. 
58 ^ C. Exhibit "C", Accounting Procedure. 
59 X D. Exhibit "D", Insurance. 
60 23 E. Exhibit "E", Gas Balancing Agreement. 
61 X F. Exhibit "F", Non-Discrimination and Certification of Non-Segregated Facilities. 
62 

63 If any provision of any exhibit, except Exhibit "E". is inconsistent wi th any provision contained 
64 in the body of this agreement, the provisions in the body of this agreement shall prevail. 
65 
66 
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• 10. Taxes 

; A l l taxes of every kind and nature assessed or levied upon or in connection wi th the Joint Property, the opera-
| tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
; Parties. 

i , , T 
| 11. Insurance 
: Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
: ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work -
I men's Compensation and/or Employers Liabi l i ty under the respective state's laws, Operator may, at its election, 
j include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's 
. cost not to exceed manual rates. 

12. Other Expenditures 

Any other expenditure not covered or dealt w i th in the foregoing provisions of this Section I I , or in Section I I I , 
; and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 
> 

! I I I . OVERHEAD 
! 
i 

! 1. Overhead - D r i l l i n g and Producing Operations 

i . As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge 
; d r i l l ing and producing operations on either: 

! (XX ) Fixed Rate Basis, Paragraph I A , or 
i ( ) Percentage Basis, Paragraph I B . 

| Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of a l l offices 
[ and salaries or wages plus applicable burdens and expenses of a l l personnel, except those directly chargeable 
I under Paragraph 2A, Section I I . The cost and expense of services f rom outside sources in connection w i t h 
j matters of taxation, t raf f ic , accounting or matters before or involving governmental agencies shall be considered 
j as included in the Overhead rates provided for i n the above selected Paragraph of this Section I I I unless such 
; cost and expense are agreed to by the Parties as a direct charge to the Joint Account. 
i 

; i i . The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant 
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall 

[ net (X ) be covered by the Overhead rates. 

A . Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the fol lowing rates per wei l per month: 
' Dr i l l i ng Well Rate DEEP UNIT AREA - $5400 .00 SHALLOW UNIT AREA - $3500 .00 

Producing Well Rate DEEP UNIT AREA - $540 .00 SHALLOW UNIT AREA - $350 .00 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

j (a) Dr i l l ing Well Rate 

i [ 1 ] Charges for onshore dr i l l ing wells shall begin on the date the wel l is spudded and terminate on 
| the date the dr i l l ing or completion rig is released, whichever is later, except that no charge shall 
j be made during suspension of dr i l l ing operations for f i f teen (15) or more consecutive days. 

j [ 2 ] Charges for offshore dr i l l ing wells shall begin on the date when dr i l l ing or completion equipment 
! arrives on location and terminate on the date the dr i l l ing or completion equipment moves off loca-
: tion or r ig is released, whichever occurs first , except that no charge shall be made during suspen-
i sion of dr i l l ing operations for f i f teen (15) or more consecutive days 

' [ 3 ] Charges for wells undergoing any type of workover or recompletion for a period of f ive (5) con­
secutive days or more shall be made at the dr i l l ing we l l rate. Such charges shall be applied for 
the period f rom date workover operations, w i th r ig, commence through date of r ig release, except 
that no charge shall be made during suspension of operations for f i f teen (15) or more consecutive 
days. 

: (b) Producing Well Rates 

[ 1 ] A n active well either produced or injected into for any portion of the month shall be considered 
as a one-well charge for the entire month. 

[ 2 ] Each active completion in a multi-completed we l l i n which production is not commingled down 
hole shall be considered as a one-well charge providing each completion is considered a separate 
wel l by the governing regulatory authority. 

[ 3 ] A n inactive gas wel l shut i n because of overproduction or failure of purchaser to take the produc­
tion shall be considered as a one-well charge providing the gas wel l is directly connected to a per­
manent sales outlet. 

[ 4 ] A one-well charge may be made for the month in which plugging and abandonment operations 
are completed on any wel l . 

[ 5 ] A l l other inactive wells (including but not l imited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the f i rs t day of A p r i l each year fol lowing the effective date of the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by m u l t i ­
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc­
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be 
the rates currently in use, plus or minus the computed adjustment. 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977 

1 Option No. 2: In the event the well described in Article VI .A. , or any subsequent wel l dril led 

2 under any provision of this agreement, results in production of oil and'or gas in paying quantities, this 

3 agreement shal 1 continue in force so long as any such well or wells produce, or are capable of produc-
4 tion, and for an additional period of 130 davs f rom cessation of all production; provided, however, 

5 if , prior to the expiration of such additional period, one or more of the parties hereto arc engaged in 
6 dril l ing or reworking a well or wells hereunder, this agreement shall continue in force unt i l such op-
7 orations have been completed and if production results therefrom, this agreement ^hall continue in 
8 force as provided herein. In the event the well described in Article VI.A., or any subsequent well 
9 drilled hereunder, results in a dry hole, and no other wel l is producing, or capable of producing oil 

10 and/or gas f rom the Contract Area, this agreement shall terminate unless dr i l l ing or reworking opcra-
11 tions are commenced within _ L ? i L _ _ d a y s f r o m the date of abandonment of said wel l . 
12 
13 I t is agreed, however, that the termination of this agreement shall not relieve any party hereto f rom 
14 - any . l iabi l i ty which-has accrued or attached prior to-the-date-of such-termination. 
15 

16 ARTICLE X I V . 
IV COMPLIANCE W I T H LAWS A N D REGULATIONS 
18 

19 A. Laws, Regulations and Orders: 
20 

21 This agreement shall be subject to the conservation laws of the state in which the committed 
22 acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of 

3 said state; and to all other applicable federal, state, and local laws, ordinances, rules, regulations, and ' 
24 orders. 
25 
25 B. Governing Law: 
27 . 
28 The essential validity of this agreement and a l l matters pertaining thereto, including, but not l i m -
29 ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and i n - •• 
30 terpretation or construction, shall be governed and determined by the law of the state in which the 
31 Contract Area is located. I f the Contract Area is in two or more states, the law of the state where most 
32 of the land in the Contract Area is located shall govern. 
33 
34 A R T I C L E X V . 
35 OTHER. PROVISIONS 
35 
37*- A. Net included. 
3 8 B. l o t included. 
39 
40 C Not included. > 

D. Notwithstanding any other previsions herein, i f during the term of this agreement, a well i s required 
42 , to be d r i l l e d , deepened, reworked, plugged back, sidetracked, or reoorpleted, or any other operation that 
43 i ray be required i n "order to (1) continue a lease or leases i n force and effect, or (2) maintain a unitized 

I area or any portion thereof i n force and efiect, or (3) earn or preserve an interest i n and to o i l anc/cr 
4 ; cas and other minerals which iray be cwned by a t h i r d party or vvhich, f a i l i n g i n such operation, may revert 

45 | to a th i r d party, cr, (4) cenply with an order issued by a regulatory body having jurisdiction i n the 
4 R ; premises, f a i l i n g i n v.hich certain rights would terminate, the following shall apply. Should less than a l l 
° of the parties hereto elect to participate and pay their proportionate part of the ccsts to be incurred ir. 

47 j such oceraticn, these parties desiring to participate shall have the right to do so at their sole cost, 
risk, 'and expense. Prcmptly following the conclusion of such operation, each of those parties net 
carticicating" agree to...execute and deliver an appropriate assigrment to the to t a l interest cf each 
fon-carticicating party i n and to tha lease, leases, or rights which would have terminated or vhich 
otherwise may have'been preserved by virtue of such operation, and i n and to the lease, leases or richts 
within the balance cf the d r i l l i n g unit upon which the well was d r i l l e d , excepting, however, w i l l s 
theretofore ccraleted and capable of producing i n paying cuantities. Such assignment shall be delivered tc 

5 2 the participating parties" i n the ' proportion that "they bore the expense attributable to the 
53 rcn-participating parties' interest. 

& 

.48 
49 
50 
51 

E. No producticn, whether o i l or gas, may be sold from the lease acreage, or Lands pooled therewith, te 
5 5 j any party's subsidiaries, a f f i l i a t e s , or associates, without each P^rty• s prior written consent. A l l 
56! production sold fron the lease acreage, or lands pooled therewith, w i l l be an arm s length trade with a 
„ third carry purchaser. I t . i s expressly agreed i f prior written consent i s given to a partv selling te 
t 3 < themselves, i t s subsidiaries, a f f i l i a t e s , or associates, the other parties to this agreenent w i l l have the 
58 ection to also s e l l to said purchaser, at the same or better price. In the event any party hereto, make* 
59 an arm's length trace with a third party purchaser, the remaining parties w i l l have the option to also sell 
6 0 at the same or higher price. 

61 F. Test Wells: 
The term "Shallow Unit Area" s h a l l mean those horizons underlying the lands described i n Paragraph 2.a. of 

Exhibit "A" that are found from the surface to a depth of 5,000 feet below the surface of the ground. 
The term "Deep Unit Area" s h a l l mean those horizons underlying the lands described i n Paragraph 2.b. of 

54 Exhibit "A" that are found below a depth of 5,000 feet below the surface of the ground. The term "Contract Area" 
s h a l l mean both the Shallow Unit Area and the Deep Unit Area. 

I f any well i s dry i n the Deep Unit Area, and any party owning an i n t e r e s t i n the Shallow Unit Area desires 
C6| to attempt completion therein, then the costs of d r i l l i n g the well t o the t o t a l depth and plugging i t back to the 
£- selected point of the Shallow Unit Area s h a l l be borne by the D r i l l i n g Parties who i n i t i a l l y p a r t i c i p a t e d i n 

d r i l l i n g the w e l l , and such D r i l l i n g Parties s h a l l be reimbursed by the parties attempting completion f o r 1/2 of 
the shallow and intermediate casing costs, including cementing costs and r i g time used i n running and cementing 

69 the casing proportionately reduced as to the i n t e r e s t owned by the parties attempting a completion i n the Shallow 
Unit Area. Thereafter, the D r i l l i n g Parties attempting completion s h a l l own the hole and casing therein and s h a l l 
be responsible for completing the well as a producer or dry hole. 

Nc well s h a l l be dually completed i n the Contract Area u n t i l a mutual agreement i s reached between a l l the 
parties who par t i c i p a t e d i n t h t cost of d r i l l i n g the w e l l . 

62 
63 
64 
G5 
GG 
67, 
68i 
39' 

ro 
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED OCTOBER 9, 1987, 
BETWEEN YATES PETROLEUM CORPORATION, "OPERATOR", AND YATES DRILLING COMPANY, 
ET AL, "NON-OPERATORS", COVERING LANDS IN TOWNSHIP 13 SOUTH, RANGES 32 & 33 
EAST, LEA COUNTY, NEW MEXICO. 

H. RIGHTS EARNED 

H.l I n co n s i d e r a t i o n of payment of expenses i n the p r o p o r t i o n s as set 
f o r t h i n E x h i b i t "A" hereof, performance of a l l the terms and p r o v i s i o n s of 
t h i s agreement, and completion o f the I n i t i a l , S u b s t i t u t e , or Optional Test 
Well as a w e l l capable of producing o i l or gas i n paying q u a n t i t i e s 
( q u a n t i t i e s s u f f i c i e n t t o r e t u r n the cost of op e r a t i n g the w e l l and a 
reasonable p r o f i t ) , Earning P a r t i e s s h a l l earn 100% o f o i l and gas r i g h t s t o 
the I n i t i a l Test Well i n the p r o p o r t i o n s s et f o r t h i n E x h i b i t "A". 
C o n t r i b u t i n g P a r t i e s s h a l l d e l i v e r t o Earning P a r t i e s an appropriate 
assignment conveying an undivided 66.67% i n t e r e s t i n each of C o n t r i b u t i n g 
P a r t i e s ' leases, subject t o the terms of t h i s Agreement. C o n t r i b u t i n g P a r t i e s 
i n p r o p o r t i o n t o t h e i r i n t e r e s t i n the Contract Area, hereby reserve from the 
I n i t i a l Test Well an o v e r r i d i n g r o y a l t y of the d i f f e r e n c e between e x i s t i n g 
burdens and 22.5% of 8/8ths of the net proceeds received from the sale of o i l 
and gas produced, saved and marketed from the d r i l l i n g u n i t . 

Notwithstanding anything contained i n t h i s agreement t o the 
co n t r a r y , i n the event Earning P a r t i e s d r i l l and complete a w e l l capable o f 
producing o i l or gas i n paying q u a n t i t i e s i n accordance w i t h the terms and 
pr o v i s i o n s of t h i s agreement and by v i r t u e t h e r e o f become e n t i t l e d t o an 
assignment from C o n t r i b u t i n g P a r t i e s , as provided i n A r t i c l e XV H.l, such 
assignment s h a l l c o n t a i n a depth r e s t r i c t i o n l i m i t i n g the o i l and gas r i g h t s 
assigned t o only cover those depths from the surface t o 100 f e e t below the 
t o t a l depth d r i l l e d i n the i n i t i a l t e s t w e l l . A l l other depths s h a l l be 
reserved by C o n t r i b u t i n g P a r t i e s . 

H.2 Payout i s defined t o be the date on which the net proceeds 
a t t r i b u t a b l e t o Earning P a r t i e s ' i n t e r e s t i n the d r i l l i n g u n i t s h a l l equal 
Earning P a r t i e s ' share o f the cost and expense, both t a n g i b l e and i n t a n g i b l e , 
of d r i l l i n g , equipping, t e s t i n g and completing s a i d w e l l f o r p r o d u c t i o n , and 
of ope r a t i n g the s a i d w e l l t o produce such amount. The net proceeds are 
defined as the t o t a l proceeds received from or c r e d i t e d t o Earning P a r t i e s ' 
i n t e r e s t i n p r o d u c t i o n , less severance, produ c t i o n or other taxes, i n c l u d i n g 
crude o i l excise taxes, payable on pr o d u c t i o n therefrom, together w i t h a l l 
r o y a l t i e s , s h u t - i n gas r o y a l t i e s , o v e r r i d i n g r o y a l t i e s and payments out of 
pro d u c t i o n p r e s e n t l y i n e f f e c t or created by t h i s agreement. Charges and 
expenses t o be made i n accordance w i t h and accounted foj. as set f o r t h i n 
E x h i b i t "C" hereto. During Payout, Operator s h a l l f u r n i s h C o n t r i b u t i n g 
P a r t i e s w i t h c u r r e n t q u a r t e r l y statements summarizing income and expenses 
p r o p e r l y chargeable t o Payout. Upon Payout, Operator s h a l l promptly n o t i f y 
C o n t r i b u t i n g P a r t i e s by c e r t i f i e d m a i l and, upon r e c e i p t o f such n o t i f i c a t i o n , 
C o n t r i b u t i n g P a r t i e s s h a l l have t h i r t y (30) days w i t h i n which t o advise 
Operator o f t h e i r e l e c t i o n t o continue t h e i r reserved o v e r r i d i n g r o y a l t i e s . 
I f C o n t r i b u t i n g P a r t i e s f a i l t o respond w i t h i n s a i d t h i r t y (30) days, the 
o v e r r i d i n g r o y a l t y reserved by C o n t r i b u t i n g P a r t i e s s h a l l a u t o m a t i c a l l y 
convert t o an undivided t h i r t y three and one t h i r d percent (33 1/3%) working 
i n t e r e s t p r o p o r t i o n a t e l y reduced and, subject p r o p o r t i o n a t e l y only t o Lessor's 
r o y a l t y and o v e r r i d i n g r o y a l t i e s burdening the lease acreage i n e f f e c t on the 
date hereof. The conversion o f C o n t r i b u t i n g P a r t i e s ' reserved o v e r r i d i n g 
r o y a l t i e s s h a l l be e f f e c t i v e a t 7:00 a.m. of the f i r s t day f o l l o w i n g t h a t i n 
which Payout occurs. 

-14b-



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED OCTOBER 9, 1987 BETWEEN 
YATES PETROLEUM CORPORATION, "OPERATOR", AND YATES DRILLING COMPANY , ET AL, AS "NON-
OPERATORS" COVERING LANDS IN TOWNSHIP 13 SOUTH, RANGES 32 & 33 EAST, LEA COUNTY, 
NEW MEXICO 

EXHIBIT "A" 
I . 1. Lands Subject t o Agreement: 

Township 13 South, Range 32 East, NMPM 
Section 1 Lots 1,2,3,4, S i N j , S i , (ALL) 
Section 2 Lots 1,2,3,4, S i N i , S i , ( A l l ) 
Section 11 Ei 
Section 12 A l l 
Township 13 South, Range 33 East, NMPM 
Section 5 Lot s , 3,4, SiNWi 
Section 6 Lots 1,2,3,4,5,6,7, SiNEj, SEiNWi, 
Section 7 Lots, 1,2,3,4, EiWi, E i , ( A l l ) 
Section 8 A l l 
Section 18 Lots 1,2, EiNWj, NEi 
Containing 4638.37 acres, more or less 
Lea County, New Mexico 

2. Depth R e s t r i c t i o n : 
a. The Shallow U n i t Area covers only the o i l and gas r i g h t s from the 

surface t o a depth of 5,000 f e e t below the surface o f the ground. 
b. The Deep Un i t Area covers only the o i l and gas r i g h t s from a depth 

below 5000'. 

3. D r i l l i n g U nit f o r F i r s t Well: 
P r o r a t i o n U n i t as e s t a b l i s h e d by the New Mexico OCD 

I I . Percentage I n t e r e s t s o f P a r t i e s Under the Agreement: 
See Page 2 o f E x h i b i t A 

I I I . Addresses of P a r t i e s t o Which Notices Should be Sent: 

Bass En t e r p r i s e s Production Company 
F i r s t C i t y Bank Tower 
201 Main S t r e e t 
F o r t Worth, Texas 76102 
A t t e n t i o n : Mr. Louis W i l p i t z 

Manforth Production, I n c . 
c/o Harry Williams 
1011 Porpoise S t r e e t 
A u s t i n , Texas 78734 

Sabine Corporation 
1000 LTV Center - Lock Box 109 
2001 Ross Avenue 
D a l l a s , Texas 75201-2993 
A t t e n t i o n : Mr. Robert W. Floyd 

Glen W. Karsten 
3435 Westheimer, Apt. 1007 
Houston, Texas 77027 

Murphy H. Baxter 
1200 Smith S t r e e t , Suite 2950 
Houston, Texas 77002 
A t t n : Mr. Lynn M i l e r 

Wing Corporation 
P. O. Box 2040 
Midland, Texas 79702 
A t t n : Mr. Mike M i l l e r 

Yates Petroleum Corporation 
Yates D r i l l i n g Company 
Abo Petroleum Corporation 
Myco I n d u s t r i e s , I n c . 
105 South Fourth S t r e e t 
A r t e s i a , New Mexico 88210 
A t t n : Jim B a l l 

P a r t i e s Not Committed t o the Un i t 

Sun E x p l o r a t i o n and Production 
Company 

Sun Tower - ClayDesta Plaza 
No. 24 Smith Road - Su i t e 600 
Midland, Texas 79705 
A t t e n t i o n : Mr. Stanley A. Rever 

Southland O i l Company 
c/o Meridian O i l , Inc. 
21 Desta Drive 
Midland, Texas 79705 
A t t e n t i o n : Mr. Trey Shepard I I I 

Dorchester Master L i m i t e d Partnership 
c/o Damson O i l Corporation 
P. O. Box 4391 
Houston, Texas 77210 
A t t e n t i o n : Mr. Tim Dover 

E x h i b i t A 
Page - 1 -
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RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I n c o n s i d e r a t i o n o f the execution of the U n i t Agreement f o r the Development 
and Operation o f the LAZY TREE STATE UNIT, County of Chaves, State o f New 
Mexico, dated October 9, 1987, i n form approved on behal f of the Secretary o f 
the I n t e r i o r and the Commission of Public Lands, and i n c o n s i d e r a t i o n of the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners of the contemporary 
U n i t Operating Agreement which r e l a t e s t o said U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts s a i d U n i t Agreement as f u l l y 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d or which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the U n i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be b i n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s 7 day of December, 1987. 

GLEN W. KARSTEN 

By 

Address: 3435 Westheimer 
Apt. 1007 
Houston, Texas 77027 

STATE OF 

COUNTY OF /4 r f£ ) 

yd 
The foregoing instrument was acknowledged before me th i s / day of 

December, 1987 by ( ^ [ £ A J j ' / , / ^ ^ S > 7 ~ > L / , S ' B d / ^ f ° r 

GLEN W. KARSTEN. 
My coinmission expires: /'?*•/ S J ^ ^ ^ ' ^ ^ & L I 

j ( / 2 Notary Public fr) y ^ ^ ^ 
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RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I n c o n s i d e r a t i o n of the execution o f the U n i t Agreement f o r the Development 
and Operation o f the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf of the Secretary o f the 
I n t e r i o r and the Commission of Public Lands, and i n c o n s i d e r a t i o n o f the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners o f the contemporary 
U n i t Operating Agreement which r e l a t e s t o sa i d U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts said U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d or which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the U n i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Uni t Agreement s h a l l be bi n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s !'J day of December, 1987. 

MANFORTH PRODUCTION, INC. 

By W ^ X ^ c g i / . 

T i t l e 

Address: c/o Harry Williams 
1011 Porpoise S t r e e t 
A u s t i n , Texas 78734 

STATE OF u- \ ,, n. L ) 
: SS 

COUNTY OF IVASS^<-~ ) 

The foregoing instrument was acknowledged before me t h i s /7 day of 

December, 1987 by £^. & >̂ <- -" /V- '' l/v w ^ d X . , \-'(Z •< „ , ci <-

f o r M ^ r v j - c C r ^ I t ^ r i ^ c t ' , o ,. P . Y « - c ' t a M;-u-. ,r 
c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 



November 24, 1987 

Energy and Minerals Department 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Re: Case No. 9244 - Order No. R-8535 
Lazy Tree State Unit - Lea County, New Mexico 

Gentlemen: 

I n accordance w i t h Order No. R-8535 entered i n Case No. 9244 on 
November 6, 1987, enclosed i s an o r i g i n a l l y executed copy of t h e 
U n i t Agreement f o r the Development and Operation of the Lazy Tree 
S t a t e U n i t Area, Lea County, New M e x i c o , w i t h R a t i f i c a t i o n s 
a t t a c h e d . F i n a l a p p r o v a l has been requested of the Commissioner 
of Public Lands. 

77.5404% of t h e u n i t i n t e r e s t s from t h e s u r f a c e down t o 5,000 
f e e t beneath the s u r f a c e , and 91.3763% of t h e u n i t i n t e r e s t s 
below 5,00 0 f e e t are committed as of the date hereof. The i n t e r ­
est of Sabine Production Company i n the s h a l l o w r i g h t s i n T r a c t s 
3 and 7 are uncommitted a t t h i s d a t e . However, t h e i r r a t i f i c a ­
t i o n i s being forwarded d i r e c t l y t o the Commissioner o f P u b l i c 
Lands from Sabine P r o d u c t i o n Company by F e d e r a l Express. The 
i n t e r e s t s of Dorchester Master L i m i t e d P a r t n e r s h i p ( T r a c t 1 0 ) , 
Southland O i l Company ( T r a c t s 11 and 1 2 ) , Sun E x p l o r a t i o n and 
Production Company (Tract 13), F. Karsten (Tract 17) and Manf o r t h 
P r o d u c t i o n , I n c . ( T r a c t 17) are uncommitted a t t h i s time. The 
r a t i f i c a t i o n s w i l l be f u r n i s h e d t o you upon t h e i r r e c e i p t by 
Yates Petroleum Corporation. 

Sincerely yours, 

DICKERSON, FISK & VANDIVER 

Chad Dickerson 
CD:pv 
Enclosure 
cc: Mr. Jim B a l l 

Chad Dickerson John Fisk David R. Vandivi-r Rebecca Reese Dickerson 

Seventh & Mahone / Suite IC / Artesia. New Mexico 88210 / i50.">> 746-9841 

DICKERSON, FISK & VANDIVER 
ATTORNEYS AT LAW 



November 24, 1987 

VIA FEDERAL EXPRESS 

Commissioner of Public Lands 
P. 0. Box 1148 
Santa Fe, New Mexico 87501 

A t t e n t i o n : Mr. Pete Martinez 

Re: SLO Reference No. OG-550 
Lazy Tree State Unit 
Lea County, New Mexico 

Gentlemen: 

On b e h a l f of Yates Petroleum C o r p o r a t i o n , a p p l i c a t i o n i s hereby 
made f o r f i n a l approval of the Lazy Tree S t a t e U n i t , Lea County, 
New Mexico. Enclosed f o r t h i s purpose are three o r i g i n a l s of the 
Un i t Agreement, w i t h r a t i f i c a t i o n s a t t a c h e d , and one o r i g i n a l o f 
th e U n i t O p e r a t i n g Agreement. 77.5404% o f t h e u n i t i n t e r e s t s 
from t h e s u r f a c e down t o 5,000 f e e t beneath t h e s u r f a c e , and 
91 . 3763% of t h e u n i t i n t e r e s t s below 5,000 f e e t are committed as 
of the date hereof. The i n t e r e s t of Sabine Production Company i n 
the shallow r i g h t s i n Tracts 3 and 7 are uncommitted a t t h i s date. 
However, t h e i r r a t i f i c a t i o n w i l l be f o r w a r d e d d i r e c t l y t o you 
from Sabine Production Company by Federal Express. The i n t e r e s t s 
of Dorchester Master L i m i t e d P a r t n e r s h i p ( T r a c t 1 0 ) , Southland 
O i l Company ( T r a c t s 11 and 1 2 ) , Sun E x p l o r a t i o n and Production 
Company (T r a c t 1 3 ) , F. Karsten ( T r a c t 17) and M a n f o r t h Produc­
t i o n , I n c . (Trac t 17) are uncommitted a t t h i s time. 

Hearing b e f o r e t h e New Mexico O i l Conservation D i v i s i o n was held 
i n Case No. 9244 on November 4, 1987, and t h e U n i t Agreement was 
approved November 6, 1987, by Order No. R-8535, e f f e c t i v e upon 
approval of the agreement by the Commissioner of Public Lands. 

Chad Dickerson John Fisk David R. Vandiver Rebecca Reese Dickerson 

Seventh & Mahone / Suite E / Artesia, New Mexico 88210 / (505) 746-9841 

DICKERSON, FISK & VANDIVER 
A TTORNE YS AT LA W 



Commissioner of Public Lands 
-2-

November 24, 1987 

The c o r r e c t i o n s t o E x h i b i t s "A" and "B" requested i n your l e t t e r 
of November 3, 1987, g r a n t i n g p r e l i m i n a r y approval as t o form and 
content of the agreement, have been made. 

A f t e r a p p r o v a l of t h e U n i t Agreement, pleas e r e t u r n one of the 
o r i g i n a l c o p i e s of t h e agreement t o us. Please a d v i s e i f you 
need anything f u r t h e r i n t h i s regard. 

Thank you f o r your cooperation i n t h i s matter. 

S i n c e r e l y yours, 

DICKERSON, FISK & VANDIVER 

Chad Dickerson 

CD:pv 
Enclosures 

cc: Mr. Jim B a l l (w/xc OCD Order) 
New Mexico O i l Conservation D i v i s i o n 



UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION 

OF THE 

LAZY TREE STATE UNIT AREA 

LEA COUNTY, NEW MEXICO 

NO. 

THIS AGREEMENT, entered i n t o as of the 9th day of October, 1987, by and 

between the p a r t i e s s u b s c r i b i n g , r a t i f y i n g or consenting hereto, and h e r e i n 

r e f e r r e d t o as the " p a r t i e s hereto"; 

WITNESSETH: 

WHEREAS, the p a r t i e s hereto are the owners o f working, r o y a l t y , or other 

o i l or gas i n t e r e s t s i n the u n i t area s u b j e c t t o t h i s agreement; and 

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

authorized by an Act o f the L e g i s l a t u r e (Sec 3, Chap. 88, Laws 1943) as amended 

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

Statutes 1978 Annot.), t o consent t o and approve the development o f op e r a t i o n o f 

State Lands under agreements made by lessees o f State Land j o i n t l y or s e v e r a l l y 

w i t h other lessees where such agreements provide f o r the u n i t o p e r a t i o n or 

development or p a r t o f or a l l of any o i l or gas p o o l , f i e l d , or area; and 

WHEREAS, the Commissioner of Publ i c Lands of the State of New Mexico i s 

authorized by an Act of the L e g i s l a t u r e (Sec. 1, Chap. 162), (Laws o f 1951, 

Chap. 19, A r t . 10, Sec. 47, N. M. Statutes 1978 Annotated) t o amend w i t h the 

approval of lessee, evidenced by the lessee's execution o f such agreement or 

otherwise, any o i l and gas lease embracing State Lands so t h a t the l e n g t h o f the 

term of said lease may coincide w i t h the term o f such agreements f o r the u n i t 

o p e r a t i o n and development of p a r t or a l l of any o i l or gas p o o l , f i e l d , or area; 

and 

WHEREAS, the O i l Conservation D i v i s i o n o f the Energy and Minerals 

Department of the State o f New Mexico ( h e r e i n a f t e r r e f e r r e d t o as the 

" D i v i s i o n " ) , i s authorized by an Act o f the L e g i s l a t u r e (Chap. 72, Laws 1935, as 

amended, being Section 70-2-1 e t seq. New Mexico Statutes Annotated, 1978 

Compilation) t o approve t h i s agreement and the conservation p r o v i s i o n s hereof; 

and 

WHEREAS, the p a r t i e s hereto nold s u f f i c i e n t i n t e r e s t s i n the Lazy Tree 

State U n i t Area covering the land h e r e i n a f t e r described t o give reasonably 



e f f e c t i v e c o n t r o l o f operations t h e r e i n ; and 

WHEREAS, i t i s the purpose of the p a r t i e s hereto t o conserve n a t u r a l 

resources, prevent waste and secure other b e n e f i t s obtainable through 

development and operation o f the area su b j e c t t o t h i s agreement under the terms, 

c o n d i t i o n s and l i m i t a t i o n s h erein set f o r t h ; 

NOW, THEREFORE, i n co n s i d e r a t i o n of the premises and the promises h e r e i n 

contained, the p a r t i e s hereto commit t o t h i s agreement t h e i r r e s p e c t i v e 

i n t e r e s t s i n the below defined u n i t area, and agree s e v e r a l l y among themselves 

as f o l l o w s : 

1. UNIT AREA: The f o l l o w i n g described land i s hereby designated and 

recognized as c o n s t i t u t i n g the u n i t area: 

Township 13 South, Range 32 East 
Section 1: Lots 1,2,3,4, S^Ni, S i , ( A l l ) 
Section 2: Lots 1,2,3,4, SiNh, S i , ( A l l ) 
Section 11: E i 
Section 12: A l l 

Township 13 South, Range 33 East 
Section 5: Lots 3,4, SiNWi 
Section 6: Lots 1,2,3,4,5,6,7, SjNEj, SEjNWj, EiSWj, SEh, ( A l l ) 
Section 7: Lots 1,2,3,4, EiWi, E i , ( A l l ) 
Section 8: A l l 
Section 18: Lots 1,2, EiNWi, NEj 

Containing 4638.37 acres, more or le s s 
Lea County, New Mexico 

E x h i b i t "A" attached hereto i s a map showing the u n i t area and the 

boundaries and i n d e n t i t y of t r a c t s and leases i n sai d area t o the e x t e n t known 

t o the u n i t operator. E x h i b i t "B" attached hereto i s a schedule showing t o the 

extent known t o the u n i t operator the acreage, percentage and kin d o f ownership 

of o i l and gas i n t e r e s t s i n a l l lands i n the u n i t area. However, not h i n g h e r e i n 

or i n said schedule or map s h a l l be construed as a r e p r e s e n t a t i o n by any p a r t y 

hereto as t o the ownership of any i n t e r e s t other than such i n t e r e s t or i n t e r e s t s 

as are shown on s a i d map or schedule as owned by such p a r t y . E x h i b i t s "A" and 

"B" s h a l l be r e v i s e d by the u n i t operator whenever changes i n ownership i n the 

u n i t area render such r e v i s i o n s necessary or when requested by the Commissioner 

of Public Lands, h e r e i n a f t e r r e f e r r e d t o as "Commissioner" or the O i l 

Conservation D i v i s i o n , h e r e i n a f t e r r e f e r r e d t o as the " D i v i s i o n " . 

A l l land committed t o t h i s agreement s h a l l c o n s t i t u t e land r e f e r r e d t o 

here i n as " u n i t i z e d land" or "land s u b j e c t t o t h i s agreement". 

2. UNITIZED SUBSTANCES: A l l o i l , gas, n a t u r a l g a s o l i n e , and associated 

f l u i d hydrocarbons i n any and a l l formations of the u n i t i z e d land are u n i t i z e d 

under the terms of t h i s agreement and her e i n are c a l l e d " u n i t i z e d substances". 

3. UNIT OPERATOR: Yates Petroleum Corporation, whose address i s 105 

South Fourth S t r e e t , A r t e s i a , New Mexico 88210 i s hereby designated as u n i t 
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operator and by signature hereto commits t o t h i s agreement a l l i n t e r e s t i n 

u n i t i z e d substances vested i n i t as set f o r t h i n E x h i b i t "B", and agrees and 

consents to accept the du t i e s and o b l i g a t i o n s o f u n i t operator f o r the 

discovery, development and product i o n of u n i t i z e d substances as he r e i n provided. 

Whenever reference i s made her e i n t o the u n i t operator, such reference means the 

u n i t operator a c t i n g i n t h a t capacity and not as an owner of i n t e r e s t s i n 

u n i t i z e d substances, and the term "working i n t e r e s t owner" when used h e r e i n 

s h a l l i n clude or r e f e r t o u n i t operator as the owner of a working i n t e r e s t when 

such an i n t e r e s t i s owned by i t . 

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: U n i t operator s h a l l have the 

r i g h t t o r e s i g n a t any time b ut such r e s i g n a t i o n s h a l l not become e f f e c t i v e 

u n t i l a successor u n i t operator has been selected and approved i n the manner 

provided f o r i n Section 5 o f t h i s agreement. The r e s i g n a t i o n o f the u n i t 

operator s h a l l not release the u n i t operator from any l i a b i l i t y or any d e f a u l t 

by i t hereunder o c c u r r i n g p r i o r t o the e f f e c t i v e date o f i t s r e s i g n a t i o n . 

U n i t operator may, upon d e f a u l t or f a i l u r e i n the performance o f i t s 

d u t i e s or o b l i g a t i o n s hereunder, be subje c t t o removal by the same percentage 

vote of the owners of working i n t e r e s t s determined i n l i k e manner as h e r e i n 

provided f o r the s e l e c t i o n o f a new u n i t operator. Such removal s h a l l be 

e f f e c t i v e upon n o t i c e t h e r e o f t o the Commissioner and the D i v i s i o n . 

The r e s i g n a t i o n or removal o f the u n i t operator under t h i s agreement s h a l l 

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

other i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal o f 

u n i t operator becoming e f f e c t i v e , such u n i t operator s h a l l d e l i v e r possession o f 

a l l equipment, m a t e r i a l s , and appurtenances used i n conducting the u n i t 

operations and owned by the working i n t e r e s t owners t o the newly duly q u a l i f i e d 

successor u n i t operator, or t o the owners t h e r e o f i f no such new u n i t o p e r a t i o n 

i s e l e c t e d , t o be used f o r the purpose o f conducting u n i t operations hereunder. 

Nothing h e r e i n s h a l l be construed as a u t h o r i z i n g removal o f any m a t e r i a l , 

equipment and appurtenances needed f o r the p r e s e r v a t i o n o f w e l l s . 

5. SUCCESSOR UNIT OPERATOR: Whenever the u n i t operator s h a l l r e s i g n as 

u n i t operator or s h a l l be removed as hereinabove provided, the owners o f the 

working i n t e r e s t s according t o t h e i r r e s p e c t i v e acreage i n t e r e s t s i n a l l 

u n i t i z e d land s h a l l by a m a j o r i t y vote s e l e c t a successor u n i t operator; 

provided t h a t , i f a m a j o r i t y but less than seventy f i v e percent (75%) of the 

working i n t e r e s t s q u a l i f i e d t o vote i s owned by one p a r t y t o t h i s agreement, a 

concurring vote of s u f f i c i e n t a d d i t i o n a l p a r t i e s , so as t o c o n s t i t u t e i n the 

aggregate not less than seventy-five percent (75%) of the t o t a l working 
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i n t e r e s t s , s h a l l be re q u i r e d t o s e l e c t a new operator. Such s e l e c t i o n s h a l l not 

become e f f e c t i v e u n t i l (a) a u n i t operator so selected s h a l l accept i n w r i t i n g 

the d u t i e s and r e s p o n s i b i l i t i e s of u n i t operator, and (b) the s e l e c t i o n s h a l l 

have baen approved by the Commissioner. I f no successor u n i t operator i s 

selected and q u a l i f i e d as herein provided, the Commissioner at h i s e l e c t i o n , 

w i t h n o t i c e t o the D i v i s i o n , may declare t h i s u n i t agreement terminated. 

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

instance a l l costs and expenses i n c u r r e d i n conducting u n i t operations 

hereunder, and such costs and expenses and the working i n t e r e s t b e n e f i t s 

accruing hereunder s h a l l be apportioned, among the owners of the u n i t i z e d 

working i n t e r e s t s i n accordance w i t h an op e r a t i n g agreement entered i n t o by and 

between the u n i t operator and the owners of such i n t e r e s t s , whether one or more, 

separately or c o l l e c t i v e l y . Any agreement or agreements entered i n t o between 

the working i n t e r e s t owners and the u n i t operator as provided i n t h i s s e c t i o n , 

whether one or more, are her e i n r e f e r r e d t o as the "Operating Agreement". No 

such agreement s h a l l be deemed e i t h e r t o modify any of the terms and c o n d i t i o n s 

of t h i s u n i t agreement or t o r e l i e v e the u n i t operator o f any r i g h t or 

o b l i g a t i o n e s t a b l i s h e d under t h i s u n i t agreement and i n case of any 

inc o n s i s t e n c i e s or c o n f l i c t between t h i s u n i t agreement and the o p e r a t i n g 

agreement, t h i s u n i t agreement s h a l l p r e v a i l . 

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

s p e c i f i c a l l y provided h e r e i n , the ex c l u s i v e r i g h t , p r i v i l e g e and duty o f 

e x e r c i s i n g any and a l l r i g h t s of the p a r t i e s hereto which are necessary or 

convenient f o r prospecting f o r , producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g 

the u n i t i z e d substances are hereby delegated t o and s h a l l be exercised by the 

u n i t operator as her e i n provided. Acceptable evidence o f t i t l e t o s a i d r i g h t s 

s h a l l be deposited w i t h s a i d u n i t operator and, together w i t h t h i s agreement, 

s h a l l c o n s t i t u t e and de f i n e the r i g h t s , p r i v i l e g e s and o b l i g a t i o n s o f u n i t 

operator. Nothing h e r e i n , however, s h a l l be construed t o t r a n s f e r t i t l e t o any 

land or t o any lease or op e r a t i n g agreement, i t being understood t h a t under t h i s 

agreement the u n i t operator, i n i t s capacity as u n i t operator, s h a l l exercise 

the r i g h t s of possession and use vested i n the p a r t i e s hereto only f o r the 

purposes herein s p e c i f i e d . 

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

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

adequate t e s ^ w e l l f o r o i l and gas upon some p a r t o f the lands embraced w i t h i n 

the u n i t area and s h a l l d r i l l s a i d w e l l w i t h due d i l i g e n c e t o a depth s u f f i c i e n t 

t o a t t a i n the top of the Cisco formation or t o such a depth as 
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u n i t i z e d substances s h a l l be discovered i n paying q u a n t i t i e s a t a lesser depth 

or u n t i l i t s h a l l , i n the op i n i o n of u n i t operator, be determined t h a t the 

f u r t h e r d r i l l i n g o f said w e l l s h a l l be unwarranted or i m p r a c t i c a b l e ; provided, 

however, t h a t u n i t operator s h a l l not, i n any event, be r e q u i r e d t o d r i l l s a i d 

w e l l t o a depth i n excess of 10,500 f e e t . U n t i l a discovery of a 

deposit of u n i t i z e d substances capable of being produced i n paying q u a n t i t i e s 

( t o w i t : q u a n t i t i e s s u f f i c i e n t t o repay the cost of d r i l l i n g and producing 

operations w i t h a resonable p r o f i t ) u n i t operator s h a l l continue d r i l l i n g 

d i l i g e n t l y , one w e l l a t a time, a l l o w i n g not more than s i x months between the 

completion of one w e l l and the beginning of the next w e l l , u n t i l a w e l l capable 

of producing u n i t i z e d substances i n paying q u a n t i t i e s i s completed t o the 

s a t i s f a c t i o n o f the Commissioner or u n t i l i t i s reasonably proven t o the 

s a t i s f a c t i o n o f the u n i t operator t h a t the u n i t i z e d land i s incapable o f 

producing u n i t i z e d substances i n paying q u a n t i t i e s i n the forma t i o n d r i l l e d 

hereunder. 

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

u n i t area and d r i l l e d t o the depth provided h e r e i n f o r the d r i l l i n g o f an 

i n i t i a l t e s t w e l l s h a l l be considered as complying w i t h the d r i l l i n g 

requirements hereof w i t h respect t o the i n i t i a l w e l l . The Commissioner may 

modify the d r i l l i n g requirements o f t h i s s e c t i o n by g r a n t i n g reasonable 

extensions of time when i n h i s o p i n i o n such a c t i o n i s warranted. Upon f a i l u r e 

t o comply w i t h the d r i l l i n g p r o v i s i o n s of t h i s a r t i c l e the Commissioner may, 

a f t e r reasonable n o t i c e t o the u n i t operator and each working i n t e r e s t owner, 

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

terminated, and a l l r i g h t s , p r i v i l e g e s and o b l i g a t i o n s granted and assumed by 

t h i s u n i t agreement s h a l l cease and terminate as o f such date. 

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

Should u n i t i z e d substances i n paying q u a n t i t i e s be discovered upon the 

u n i t area, the u n i t operator s h a l l on or before s i x months from the time of the 

completion of the i n i t i a l discovery w e l l and w i t h i n t h i r t y days a f t e r the 

e x p i r a t i o n of each twelve months p e r i o d t h e r e a f t e r , f i l e a r e p o r t w i t h the 

Commissioner and D i v i s i o n of the sta t u s of the development o f the u n i t area and 

the development contemplated f o r the f o l l o w i n g twelve months p e r i o d . 

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

t h i s agreement by the Commissioner of Public Lands i s t o secure the o r d e r l y 

development of the u n i t i z e d lands i n accordance w i t h good conservation p r a c t i c e s 

so as t o o b t a i n the g r e a t e s t u l t i m a t e recovery of u n i t i z e d substances. 
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A f t e r discovery of u n i t i z e d substances i n paying q u a n t i t i e s , u n i t operator 

s h a l l proceed w i t h d i l i g e n c e t o reasonably develop the u n i t i z e d area as a 

reasonably prudent operator would develop such area under the same or s i m i l a r 

circumstances. 

I f the u n i t operator should f a i l t o comply w i t h the above covenant f o r 

reasonable development t h i s agreement may be terminated by the Commissioner as 

to a l l lands of the State of New Mexico embracing undeveloped r e g u l a r w e l l 

spacing or p r o r a t i o n u n i t s , but i n such event, the basis of p a r t i c i p a t i o n by the 

working i n t e r e s t owenrs s h a l l remain the same as i f t h i s agreement had not been 

terminated as t o such lands; provided however, the Commissioner s h a l l give 

n o t i c e t o the u n i t operator and the lessees of record i n the manner pre s c r i b e d 

by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of i n t e n t i o n t o cancel on 

account o f any al l e g e d breach o f said covenant f o r reasonable development and 

dec i s i o n entered thereunder s h a l l be subject t o appeal i n the manner p r e s c r i b e d 

by (Sec. 19-10-23 N.M. Statutes 1978 Annotated), and, provided f u r t h e r , i n any 

event the u n i t operator s h a l l be given a reasonable o p p o r t u n i t y a f t e r a f i n a l 

d etermination w i t h i n which t o remedy any d e f a u l t , f a i l i n g i n which t h i s 

agreement s h a l l be terminated as t o a l l lands o f the State o f New Mexico 

embracing undeveloped r e g u l a r w e l l spacing or p r o r a t i o n u n i t s . 

Notwithstanding any of the p r o v i s i o n s of t h i s Agreement t o the c o n t r a r y , 

a l l undeveloped r e g u l a r w e l l spacing or p r o r a t i o n u n i t t r a c t s w i t h i n the u n i t 

boundaries embracing lands of the State of New Mexico s h a l l be a u t o m a t i c a l l y 

e l i m i n a t e d from t h i s Agreement and s h a l l no longer be a p a r t of the u n i t or be 

f u r t h e r subject t o the terms of t h i s Agreement unless a t the e x p i r a t i o n o f f i v e 

years (5) a f t e r the f i r s t day of the month f o l l o w i n g the e f f e c t i v e date o f t h i s 

Agreement d i l i g e n t d r i l l i n g operations are i n progress on said t r a c t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon completion o f a w e l l capable of 

producing u n i t i z e d substances i n paying q u a n t i t i e s , the owners of working 

i n t e r e s t s s h a l l p a r t i c i p a t e i n the production therefrom and i n a l l other 

producing w e l l s which may be d r i l l e d pursuant hereto i n the p r o p o r t i o n s t h a t 

t h e i r r e spective leasehold i n t e r e s t s covered hereby on an acreage basis bears t o 

the t o t a l number of acres committed t o t h i s u n i t agreement, and such u n i t i z e d 

substances s h a l l be deemed t o have been produced from the re s p e c t i v e leasehold 

i n t e r e s t s p a r t i c i p a t i n g t h e r e i n . For the purpose of determining any b e n e f i t s 

accuring under t h i s agreement and the d i s t r i b u t i o n o f the r o y a l t i e s payable t o 

the State o f New Mexico and other l e s s o r s , each separate lease s h a l l have 

a l l o c a t e d t o i t such percentage o f said p r o d u c t i o n as the number o f acres i n 

each lease r e s p e c t i v e l y committed t o t h i s agreement bears t o the t o t a l number o f 

acres committed hereto. 
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Notwithstanding any p r o v i s i o n s contained h e r e i n t o the c o n t r a r y , each 

working i n t e r e s t owner s h a l l have the r i g h t t o take such owner's p r o p o r t i o n a t e 

share o f the u n i t i z e d substances i n k i n d or t o p e r s o n a l l y s e l l or dispose o f the 

same, and nothing herein contained s h a l l be construed as g i v i n g or g r a n t i n g t o 

the u n i t operator the r i g h t t o s e l l or otherwise dispose o f the p r o p o r t i o n a t e 

share of any working i n t e r e s t owner w i t h o u t s p e c i f i c a u t h o r i z a t i o n from time t o 

time so t o do. 

11. ALLOCATION OF PRODUCTION: A l l u n i t i z e d substances produced from each 

t r a c t i n the u n i t i z e d area e s t a b l i s h e d under t h i s agreement, except any p a r t 

ther e o f used f o r p r o d u c t i o n or development purposes hereunder, or unavoidably 

l o s t , s h a l l be deemed t o be produced e q u a l l y on an acreage basis from the 

several t r a c t s of the u n i t i z e d land, and f o r the purpose of determining any 

b e n e f i t s t h a t accrue on an acreage b a s i s , each such t r a c t s h a l l have a l l o c a t e d 

t o i t such percentage o f sai d p r o d u c t i o n as i t s area bears t o the e n t i r e 

u n i t i z e d area. I t i s hereby agreed t h a t p r o d u c t i o n of u n i t i z e d substances from 

the u n i t i z e d area s h a l l be a l l o c a t e d as provided h e r e i n , regardless o f whether 

any w e l l s are d r i l l e d on any p a r t i c u l a r t r a c t s of sai d u n i t i z e d area. 

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: A l l r e n t a l s 

due the State of New Mexico s h a l l be p a i d by the re s p e c t i v e lease owners i n 

accordance w i t h the terms of t h e i r leases. 

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

committed t o t h i s agreement s h a l l be computed and p a i d on the basis of a l l 

u n i t i z e d substances a l l o c a t e d t o the re s p e c t i v e leases committed hereto; 

provided, however, the State s h a l l be e n t i t l e d t o take i n kin d i t s share of the 

u n i t i z e d substances a l l o c a t e d t o the re s p e c t i v e leases, and i n such case the 

u n i t operator s h a l l make d e l i v e r i e s o f such r o y a l t y o i l i n accordance w i t h the 

terms o f the resp e c t i v e leases. 

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

State o f New Mexico, s h a l l be p a i d by the r e s p e c t i v e lease owners i n accordance 

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

leases s h a l l be p a i d on the basis o f a l l u n i t i z e d substances a l l o c a t e d t o the 

respe c t i v e leases committed hereto. 

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

u n i t i z e d substances i n t o any producing formation f o r the purpose o f 

repre s s u r i n g , s t i m u l a t i n g or i n c r e a s i n g the u l t i m a t e recovery o f u n i t i z e d 

substances therefrom, .a l i k e amount o f gas, i f a v a i l a b l e , w i t h due allowance f o r 

loss or d e p l e t i o n from any cause may be withdrawn from the formation i n t o which 

the gas was introduced r o y a l t y f r e e as t o dry gas but not as t o the products 

e x t r a c t e d therefrom; provided, t h a t such withdrawal s h a l l be a t such time as may 
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be provided i n a plan of operation consented t o by the Commissioner and approved 

by the D i v i s i o n as conforming t o good petroleum engineering p r a c t i c e ; and 

provided f u r t h e r , t h a t such r i g h t o f withdrawal s h a l l terminate on the 

te r m i n a t i o n of t h i s u n i t agreement. 

I f any lease committed hereto i s burdened w i t h an o v e r r i d i n g r o y a l t y , 

payment out of production or other charge i n a d d i t i o n t o the usual r o y a l t y , the 

owner of such lease s h a l l bear and assume the same out of the u n i t i z e d 

substances a l l o c a t e d t o the lands embraced i n each such lease as provided 

h e r e i n . 

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO 

LANDS WITHIN THE UNITIZED AREA: 

The terms, c o n d i t i o n s and p r o v i s i o n s of a l l leases, subleases, o p e r a t i n g 

agreements and other c o n t r a c t s r e l a t i n g t o the e x p l o r a t i o n , d r i l l i n g development 

or o p e r a t i o n f o r o i l or gas o f the lands committed t o t h i s agreement, s h a l l as 

of the e f f e c t i v e date hereof, be and the same are hereby expressly m o d i f i e d and 

amended i n s o f a r as they apply t o lands w i t h i n the u n i t i z e d area t o the ex t e n t 

necessary t o make the same conform t o the p r o v i s i o n s hereof and so t h a t the 

resp e c t i v e terms of sai d leases and agreements w i l l be extended i n s o f a r as 

necessary t o coincide w i t h the terms of t h i s agreement and the approval o f t h i s 

agreement by the Commissioner and the res p e c t i v e lessors and lessees s h a l l be 

e f f e c t i v e t o confrom the p r o v i s i o n s and extend the terms of each such lease as 

to lands w i t h i n the u n i t i z e d area t o the p r o v i s i o n s and terms of t h i s agreement; 

but otherwise t o remain i n f u l l f o r c e and e f f e c t . Each lease committed t o t h i s 

agreement, i n s o f a r as i t ap p l i e s t o lands w i t h i n the u n i t i z e d area, s h a l l 

continue i n fo r c e beyond the term provided t h e r e i n as long as t h i s agreement 

remains i n e f f e c t , provided, d r i l l i n g operations upon the i n i t i a l t e s t w e l l 

provided f o r h e r e i n s h a l l have been commenced or s a i d w e l l i s i n the process o f 

being d r i l l e d by the u n i t operator p r i o r t o the e x p i r a t i o n o f the s h o r t e s t term 

lease committed t o t h i s agreement. Termination o f t h i s agreement s h a l l not 

a f f e c t any lease which pursuant t o the terms ther e o f or any a p p l i c a b l e laws 

would continue i n f u l l f o r c e and e f f e c t t h e r e a f t e r . The commencement, 

completion, continued o p e r a t i o n or pr o d u c t i o n on each o f the leasehold i n t e r e s t s 

committed t o t h i s agreement and operations or pro d u c t i o n pursuant t o t h i s 

agreement s h a l l be deemed t o be operations upon and pr o d u c t i o n from each 

leasehold i n t e r e s t committed hereto and there s h a l l be no o b l i g a t i o n on the p a r t 

of the u n i t operator or any of the owners o f the r e s p e c t i v e leasehold i n t e r e s t s 

committed hereto t o d r i l l o f f s e t t o w e l l s as between the leasehold i n t e r e s t s 

committed t o t h i s agreement, except as provided i n Section 9 hereof. 
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Any lease embracing lands of the State of New Mexico of which only a 

p o r t i o n i s committed hereto s h a l l be segregated as t o the p o r t i o n committed and 

as t o the p o r t i o n not committed and the terms o f such leases s h a l l apply 

separately as two separate leases as t o such segregated p o r t i o n s , commencing as 

of the e f f e c t i v e date hereof. Notwithstanding any of the p r o v i s i o n s of t h i s 

agreement t o the c o n t r a r y , any lease embracing lands of the State o f New Mexico 

having only a p o r t i o n o f i t s lands committed hereto s h a l l continue i n f u l l f o r c e 

and e f f e c t beyond the term provided t h e r e i n as t o a l l lands embraced w i t h i n the 

u n i t i z e d area and committed t o t h i s agreement, i n accordance w i t h the terms o f 

t h i s agreement. I f o i l and gas, or e i t h e r o f them, are discovered and are being 

produced i n paying q u a n t i t i e s from some p a r t o f the lands embraced i n such lease 

which p a r t i s committed t o t h i s agreement a t the e x p i r a t i o n of the secondary 

term of such lease, such prod u c t i o n s h a l l not be considered as p r o d u c t i o n from 

lands embraced i n such lease which are not w i t h i n the u n i t i z e d area, and which 

are not committed t h e r e t o , and d r i l l i n g or reworking operations upon some p a r t 

of the lands embraced w i t h i n the u n i t i z e d area and committed t o t h i s agreement 

s h a l l be considered as d r i l l i n g and reworking operations only as t o lands 

embraced w i t h i n the u n i t agreement and not as t o lands embraced w i t h i n the lease 

and not committed t o t h i s u n i t agreement; provided, however, as t o any lease 

embracing lands o f the State of New Mexico having only a p o r t i o n o f i t s lands 

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

i s discovered upon t h a t p o r t i o n of such lands not committed t o t h i s agreement, 

and are being produced i n paying q u a n t i t i e s p r i o r t o the e x p i r a t i o n of the 

primary term of such lease, such p r o d u c t i o n i n paying q u a n t i t i e s s h a l l serve t o 

continue such lease i n f u l l f orce and e f f e c t i n accordance w i t h i t s terms as t o 

a l l o f the lands embraced i n said lease. 

14. CONSERVATION; Operations hereunder and p r o d u c t i o n o f u n i t i z e d 

substances s h a l l be conducted t o provide f o r the most economical and e f f i c i e n t 

recovery o f sai d substances w i t h o u t waste, as de f i n e d by or pursuant t o State 

laws or r e g u l a t i o n s . 

15. DRAINAGE: I n the event a w e l l or w e l l s producing o i l or gas i n paying 

q u a n t i t i e s should be brought i n on land adjacent t o the u n i t area d r a i n i n g 

u n i t i z e d substances from the lands embraced t h e r e i n , u n i t operator s h a l l d r i l l 

such o f f s e t w e l l or w e l l s as a reasonably prudent operator would d r i l l under the 

same or s i m i l a r circumstances. 

-9-



16. COVENANTS RUN WITH LAND: The covenants h e r e i n s h a l l be construed to 

be convenants running w i t h the land w i t h respect t o the i n t e r e s t s of the p a r t i e s 

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

grant , t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject hereto s h a l l 

be and hereby i s conditioned upon the assumption of a l l p r i v i l e g e s and 

o b l i g a t i o n s hereunder t o the grantee, t r a n s f e r e e or other successor i n i n t e r e s t . 

No assignment or t r a n s f e r or any working, r o y a l t y , or other i n t e r e s t s u b j e c t 

hereto s h a l l be b i n d i n g upon u n i t operator u n t i l the f i r s t day of the calendar 

month a f t e r the u n i t operator i s f u r n i s h e d w i t h the o r i g i n a l , p h o t o s t a t i c , or 

c e r t i f i e d copy of the instrument of t r a n s f e r . 

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

approval by the Commissioner and the D i v i s i o n and s h a l l terminate i n f i v e (5) 

years a f t e r such date unless (a) such date of e x p i r a t i o n i s extended by the 

Commissioner, or (b) a valuable discovery of u n i t i z e d substances has been made 

on u n i t i z e d land d u r i n g s a i d i n i t i a l term or any extension t h e r e o f i n which case 

t h i s agreement s h a l l remain i n e f f e c t so long as u n i t i z e d substances are being 

produced i n paying q u a n t i t i e s from the u n i t i z e d land and, should p r o d u c t i o n 

cease, so long t h e r e a f t e r as d i l i g e n t operations are i n progress f o r the 

r e s t o r a t i o n o f pro d u c t i o n or discovery of new pr o d u c t i o n and so long t h e r e a f t e r 

as the u n i t i z e d substances so discovered are being produced as a f o r e s a i d . This 

agreement may be terminated a t any time by not less than s e v e n t y - f i v e percent 

(75%) on an acreage basis of the owners o f the working i n t e r e s t s , s i g n a t o r y 

hereto, w i t h the approval of the Commissioner and w i t h n o t i c e t o D i v i s i o n . 

Likewise, the f a i l u r e t o comply w i t h the d r i l l i n g requirements of Section 8 

hereof, may subject t h i s agreement t o t e r m i n a t i o n as provided i n s a i d s e c t i o n . 

18. RATE OF PRODUCTION: A l l p r o d u c t i o n and the d i s p o s a l t h e r e o f s h a l l be 

i n conformity w i t h a l l o c a t i o n s , a l l o t m e n t s , and quotas made or f i x e d by the 

Commission, and i n conformity w i t h a p p l i c a b l e laws and l a w f u l r e g u l a t i o n s . 

19. APPEARANCES: U n i t operator s h a l l , a f t e r n o t i c e t o other p a r t i e s 

a f f e c t e d , have the r i g h t to appear f o r and on behalf o f any and a l l i n t e r e s t 

a f f e c t e d hereby, before the Commissioner o f Public Lands and the D i v i s i o n , and 

to appeal from orders issued under the r e g u l a t i o n s o f the Commissioner or 

D i v i s i o n , or t o apply f o r r e l i e f from any o f sai d r e g u l a t i o n s or i n any 

proceedings on i t s own behalf r e l a t i v e t o operations pending before the 

Commissioner or D i v i s i o n ; provided, however, t h a t any other i n t e r e s t p a r t y s h a l l 

also have the r i g h t s a t h i s own expense t o appear and t o p a r t i c i p a t e i n any such 

proceeding. 
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20. NOTICES: A l l n o t i c e s , demands or statements r e q u i r e d hereunder t o be 

given or rendered t o the p a r t i e s hereto, s h a l l be deemed f u l l y given, i f given 

i n w r i t i n g and sent by postpaid r e g i s t e r e d m a i l , addressed t o such p a r t y or 

p a r t i e s a t t h e i r r e s p e c t i v e addresses, set f o r t h i n connection w i t h the 

signatures hereto or t o the r a t i f i c a t i o n or consent hereof, or t o such other 

address as any such p a r t y may have fu r n i s h e d i n w r i t i n g t o p a r t y sending the 

n o t i c e , demand, or statement. 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g the 

u n i t operator t o commence or continue d r i l l i n g or t o operate on or produce 

u n i t i z e d substances from any of the lands covered by t h i s agreement, s h a l l be 

suspended w h i l e , but only so long as, the u n i t operator, despite the exercise of 

due care and d i l i g e n c e , i s prevented from complying w i t h such o b l i g a t i o n s , i n 

whole or p a r t , by s t r i k e s , war, act o f God, Federal, State, or municipal law or 

agencies, unavoidable accidents, u n c o n t r o l l a b l e delays i n t r a n s p o r t a t i o n , 

i n a b i l i t y t o o b t a i n necessary m a t e r i a l i n open market, or other matters beyond 

the reasonable c o n t r o l of the u n i t operator, whether s i m i l a r t o matters h e r e i n 

enumerated or not. 

22. LOSS OF TITLE: I n the event t i t l e t o any t r a c t o f u n i t i z e d land or 

s u b s t a n t i a l i n t e r e s t t h e r e i n s h a l l f a i l , and the t r u e owner cannot be induced t o 

j o i n the u n i t agreement so t h a t such t r a c t i s not committed t o t h i s agreement, 

or the op e r a t i o n t h e r e o f hereunder becomes i m p r a c t i c a b l e as a r e s u l t t h e r e o f , 

such t r a c t may be e l i m i n a t e d from the u n i t i z e d area, and the i n t e r e s t o f the 

p a r t i e s readjusted as a r e s u l t of such t r a c t being e l i m i n a t e d from the u n i t i z e d 

area. I n the event of a dispute as t o the t i t l e t o any r o y a l t y , working, or 

other i n t e r e s t s u b j e c t hereto, the u n i t operator may w i t h h o l d payment or 

d e l i v e r y o f the a l l o c a t e d p o r t i o n of the u n i t i z e d substances i n v o l v e d on account 

t h e r e o f , w i t h o u t l i a b i l i t y f o r i n t e r e s t u n t i l the di s p u t e i n f i n a l l y s e t t l e d , 

provided t h a t no payments of funds due the State of New Mexico s h a l l be 

w i t h h e l d . Unit operator, as such, i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any 

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

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

area not committed hereto, p r i o r t o the submission o f the agreement f o r f i n a l 

approval by the Commissioner and the D i v i s i o n , may be committed hereto by the 

owner or owners of such r i g h t s , s u b s c r i b i n g or consenting t o t h i s agreement, or 

executing a r a t i f i c a t i o n t h e r e o f , and i f such owner i s also a working i n t e r e s t 

owner, by subscribing t o the op e r a t i n g agreement p r o v i d i n g f o r the a l l o c a t i o n of 

costs of e x p l o r a t i o n , development and o p e r a t i o n . A subsequent j o i n d e r s h a l l be 

e f f e c t i v e as of the f i r s t day of the month f o l l o w i n g the approval by the 



Commissioner and the f i l i n g w i t h the D i v i s i o n o f duly executed counterparts of 

the instrument or instruments committing the i n t e r e s t o f such owner t o t h i s 

agreement, but such j o i n i n g p a r t y or p a r t i e s , before p a r t i c i p a t i n g i n any 

b e n e f i t s hereunder, s h a l l be req u i r e d t o assume and pay t o u n i t operator, t h e i r 

p r o p o r t i o n a t e share of the u n i t expenses i n c u r r e d p r i o r t o such p a r t y ' s or 

p a r t i e s j o i n d e r i n the u n i t agreement, and the u n i t operator s h a l l make 

appropriate adjustments caused by such j o i n d e r , w i t h o u t any r e t r o a c t i v e 

adjustment of revenue. 

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

counterp a r t s , no one o f which needs t o be executed by a l l p a r t i e s , or may be 

r a t i f i e d or consented t o by separate instrument i n w r i t i n g s p e c i f i c a l l y 

r e f e r r i n g hereto, and s h a l l be b i n d i n g upon a l l those p a r t i e s who have executed 

such a cou n t e r p a r t , r a t i f i c a t i o n , or consent hereto w i t h the same force and 

e f f e c t as i f a l l such p a r t i e s had signed the same document, and regardless o f 

whether or not i t i s executed by a l l other p a r t i e s owning or c l a i m i n g an 

i n t e r e s t i n the lands w i t h i n the above described u n i t area. 

IN WITNESS WHEREOF, the undersigned p a r t i e s hereto have caused t h i s 

agreement t o be executed as of the re s p e c t i v e dates s et f o r t h opposite t h e i r 

s i g n a t u r e s . 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date 
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RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I n c o n s i d e r a t i o n o f the execution o f the U n i t Agreement f o r the Development 
and Operation of the LAZY TREE STATE UNIT, County o f Lea, State o f New Mexico, 
dated October 9, 1987, i n form approved on behalf o f the Secretary o f the 
I n t e r i o r and the Commission of Public Lands, and i n c o n s i d e r a t i o n o f the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners o f the contemporary 
U n i t Operating Agreement which r e l a t e s t o said U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts said U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d o:: which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the U n i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of U n i t Agreement s h a l l be b i n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s JC*lL,day of October, 1987. 

YATES DRILLING COMPANY 

A r t e s i a , New Mexico 88210 

STATE OF NEW MEXICO ) 
SS 

COUNTY OF EDDY ) 

The foregoing ^instrument was acknowledged before me t h i s ^jotf-A^) day of 
Octobei , 1987 by _ / i % u 4 A \ t l t i < & 4 ' Att o r n e y - i n - F a c t f o r YATES DRILLING 
COMPANY , a New Mexiccy c o r p o r a t i o n , on behalf c ^ ^ ^ ^ i ^ ^ c o r p o r a t i o n 

Notary Public / 
My conn;.ission expires: 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 

AND 
UNIT OPERATING AGREEMENT 

I i c o n s i d e r a t i o n o f the execution of the U n i t Agreement f o r the Development 
and Operation o f the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf o f the Secretary o f the 
I n t e r i D r and the Commission o f Public Lands, and i n c o n s i d e r a t i o n o f the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners o f the contemporary 
U n i t Operating Agreement which r e l a t e s t o sai d U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts sa i d U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

Tnis R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d c r which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the U n i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

Tnis R a t i f i c a t i o n and Joinder of Uni t Agreement s h a l l be b i n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s 9th day o f October, 1987. 

ABO PETROLEUM CORPORATION 

105/youth Fourth S t r e e t 

A r t e s i a , New Mexico 88210 

STATE OF NEW MEXICO ) 

COUNTY OF EDDY ) 

Tie fo r e g o i n g instrument was acknowledged before me t h i s 9th day of 
October, 1987 by John A. Yates , At t o r n e y - i n - F a c t f o r ABO PETROLEUM 
CORPORATION, e New Mexico c o r p o r a t i o n , on be h a l f of sai d c o r p o r a t i o n . 

My comir.iss.ion expires: 

10*3140 
Notary Public 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

I i i c o n s i d e r a t i o n o f the execution o f the U n i t Agreement f o r the Development 
and Operation o f the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf o f the Secretary o f the 
I n t e r i o r and the Commission o f Public Lands, and i n con s i d e r a t i o n o f the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners o f the contemporary 
U n i t Operating Agreement which r e l a t e s t o said U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts said U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This Rati f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d o:r which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the lands w i t h i n the Un i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be b i n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s day of October, 1987. 

MYCO INDUSTRIES, INC. 

105 South Fourth S t r e e t 

A r t e s i a , New Mexico 88210 

STATE CF NEW MEXICO ) 

COUNTY OF EDDY 
SS 

Tie foregoing instrument was acknowledged before me t h i s , ^b^Ju day o f 
October., 1987 by JMUJL.UQ.L A t t o r n e y - i n - F a c t f o r MYCO 
INDUSTIIES, INC., a New Mexico c o r p o r a t i o n , on behalf o f said c o r p o r a t i o n . 

My comn i s i o n expires: 

if). 3i-4n 
Notary Public 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In c o n s i d e r a t i o n of the execution of the Unit Agreement f o r the Development 
and Operation of the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf o f the Secretary o f the 
I n t e r i o r and the Commission of Public Lands, and i n c o n s i d e r a t i o n of the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners of the contemporary 
U n i t Operating Agreement which r e l a t e s t o said U n i t Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts s a i d U n i t Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as t o the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s p r e s e n t l y 
h e l d o: which may a r i s e under e x i s t i n g o p t i o n agreements or other i n t e r e s t s i n 
u n i t i z e d substances, covering the land;, w i t h i n the Un i t Area i n which the 
undersigned may be found t o have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be b i n d i n g upon the 
undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED this 3 ̂  day of November,1987. 

BASS ENTERPRISES PRODUCTION CO, 

Rm. WWur' HamTf̂ on 
Title Vice President 

Address: F i r s t C i t y Bank Tower 
201 Main S t r e e t 
F o r t Worth, Texas 76102 
A t t n : Mr. Louis W i l p i t z 

STATE OF TE^rtS ) 
: ss 

COUNTY OF Trt J?id ft A) T ) 

The foregoing instrument was acknowledged before me t h i s /J•f'J-) day o f 
October, 1987 by Wm. Arthur Hamilton , Vice President 
f o r BAS S ENTERPRISES PRODUCTION CQ , a />̂ -_5 
c o r p o r a t i o n , on behalf o f sa i d c o r p o r a t i o n . 

My commission expires: <^ Jjfz? 
Nota^ P u b l i c 

JANET R. HIBLER, Notary Public 
In and for the State of Texas 

My Commission Expires 5-28-89 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for the Development 
and Operation of the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf of the Secretary of the 
I n t e r i o r and the Commission of Public Lands, and i n consideration of the 
execution or r a t i f i c a t i o n by other working in t e r e s t owners of the contemporary 
Unit Operating Agreement which relates to said Unit Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts said Unit Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be ef f e c t i v e as to the undersigned's 
interests i n any lands and leases, or interests therein, and r o y a l t i e s presently 
held or which may arise under ex i s t i n g option agreements or other interests i n 
unitized substances, covering the lands w i t h i n the Unit Area i n which the 
undersigned may be found to have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon the 
undersigned, h i s , her or i t s heirs, devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s 2nd day of November 1987. 

Address: 1200 Smith Street 
Suite 2950 
Houston, Texas 77002 
Attn: Mr. Lynn Miler 

STATE OF TEXAS ) 
: ss 

COUNTY OF HARRIS ) 

The foregoing instrument was 
November 1987 by MURPHY H. BAXTER. 

My commission expires: 

May 31, 1989 

acknowledged before me t h i s 2nd day oi 

Notary Public 
Nelda West, Notary Public f o r 
The State of Texas 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for the Development 
and Operation of the LAZY TREE STATE UNIT, County of Lea, State of New Mexico, 
dated October 9, 1987, i n form approved on behalf of the Secretary of the 
I n t e r i o r and the Commission of Public Lands, and i n consideration of the 
execution or r a t i f i c a t i o n by other working i n t e r e s t owners of the contemporary 
Unit Operating Agreement which relates to said Unit Agreement the undersigned 
hereby expressly r a t i f i e s , approves and adopts said Unit Agreement as f u l l y as 
though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be ef f e c t i v e as to the undersigned's 
interests i n any lands and leases, or interests therein, and r o y a l t i e s presently 
held or which may arise under exi s t i n g option agreements or other interests i n 
unitized substances, covering the lands w i t h i n the Unit Area i n which the 
undersigned may be found to have an o i l and gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon the 
undersigned, h i s , her or i t s heirs, devisees, executors, assigns or successors 
i n i n t e r e s t . 

EXECUTED t h i s 2nd day of November 1987. 

Address: P. 0. Box 2040 
Midland, Texas 79702 
Attn: Mr. Mike M i l l e r 

STATE OF TEXAS ) 
: ss 

COUNTY OF HARRIS ) 

The foregoing instrument was acknowledged before me th i s 2nd day of 
November 1987 by MURPHY H. BAXTER, as President of WING CORPORATION, on behalf of 
said Corporation. ^ 

My Commission Expires: Notary Public 
May 31, 1989 Nelda West, Notary Public for 

The State of Texas 



SLO REF NO OG-888 
State cf New A4exico 

W.R. HUMPHRIES 
COMMISSIONER Commissioner of Iubkc Lands 

September 16, 19 88 

I* 

P.O. BOX 1148 
SANTA FE, NEW MEXICO 87504-11*8 

Yates Petroleum Corporation 
A t t n : Ms. Janet Richardson 
105 South Fourth S t r e e t 
A r t e s i a , New Mexico 88210 

Re: Lazy Tree State U n i t Well No. 1, 
Commercial Determination 
Lea County, New Mexico 

Gentlemen: 

This o f f i c e i s i n r e c e i p t of your l e t t e r of September 2, 1988, 
wherein, as u n i t operator of the Lazy Tree State u n i t you have 
determined t h a t the Lazy Tree State U n i t Well No. 1 i s a commercial 
producer. 

According t he data submitted, the Commissioner of P u b l i c Lands 
concurs w i t h your d e t e r m i n a t i o n t h a t the Lazy Tree State U n i t Well 
No. 1 i s a commercial w e l l and should be produced on a u n i t b a s i s . 

As per a r t i c l e 9 of your agreement, please submit a pl a n of 
development f o r the next twelve months p e r i o d . 

I f we may be of f u r t h e r help please do not h e s i t a t e t o c a l l on 
us . 

Very t r u l y yours, 

W. R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

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

WRH/FOP/pm 
encls . 
cc: OCD 

BLM 
OGAD 



State of O^ezo MeTQ-co 
Commissioner ofTuBCic Lands 

W. R. Humphries 
COMMISSIONER 

Advisory Board 

George Clark 
Chairman 

Kristin Conniff 
Vice Chairman 

Metvin Cordova 

Joe Kelly 

Robert Port il los 

Nancy Lynch Vigil 

Rex Wilson 

A p r i l 3 0 , 1 9 9 0 

Y a t e s P e t r o l e u m C o r p o r a t i o n 
105 South F o u r t h S t r e e t 
A r t e s i a , New Mexico S8210 

ATTN: 

RE: 

M= Ja n e t R i c h a r d s o n 

Lazy Tree S t a t e U n i t 
1990 P l a n o f Development 

Sent1emen: 

The Commissioner o f P u b l i c Lands has t h i s d a t e approved t h e 1990 
Pla n of Development f o r t h e Lazy Tree S t a t e U n i t . Our a p p r o v a l 
i s s u b j e c t t o l i k e a p p r o v a l by a l l o t h e r a p p r o p r i a t e a g e n c i e s . 

The p o s s i b i l i t y o f d r a i n a g e by w e l l s o u t s i d e o f t h e U n i t Area, and 
t h e need f o r f u r t h e r development o f t h e U n i t may e x i s t . You. w i l l 
be c o n t a c t e d a t a l a t e r d a t e r e g a r d i n g t h e s e p o s s i b i l i t i e s . 

E n c l o s e d i s an approved copy o f t h e 1990 Pl a n o f Development f o r 
your f i l e s . I f we may be o f f u r t h e r h e l p , p l e a s e do n o t h e s i t a t e 
t o c o n t a c t t h i s o f f i c e a t (505) 827-5746. 

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

W.R. HUMPHRIES, 
COMMISSIONER OF PUBLIC LANDS 

FLOYD 0. PRANDO, D i r e c t o r 
O i l and Bas D i v i s i o n 
(505) 827-5746 

cc: OCD - Santa Fe, New Mexico 
BLM 
U n i t Correspondence F i l e 
U n i t P.O.D. F i l e 

WRH/F0P/SMH 

T.O. Kmc 1148 Santa Jt, 7&C 87504-1148 ($05) 827-5760 



OFFICE OF THE 

JIM BACA 
COMMISSIONER JSania Jfe 

s 
P.O.BOX 1148 

SANTA FE, NEW MEXICO 87504-1148 

December 9, 1992 

Yates Petroleum Corporation 
105 South 4th Street 
Artesia, New Mexico 88210 

Attention: Ms. Janet Richardson 

Re: Termination of Lazy Tree State Unit 

Dear Ms. Richardson: 

This office i s in receipt of your l e t t e r of December 3, 1992, 
together with more than 75% of the working interest owners 
requesting the Lazy Tree State Unit be terminated. 

Please be advised that the Lazy Tree State Unit has this date 
been terminated effective December 3, 1992. Please advise a l l 
interested parties of this action. 

I f you have any questions, or i f we may be of further help, 
please contact Pete Martinez at (505) 827-5791. 

Very truly yours, * 

JIM BACA 
COMMISSIONER OF PUBLIC LANDS 

Oil/Gas and Minerals Division 
(505) 827-5744 
JB/FOP/pm 
encls. 
cc: Reader F i l e 

OCD 
TRD 
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