NOV-16-05 WED 09:38 aM YATES PETROLEUM FaX NO. 5057484570

STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION PIVISION

APPLICATION OF YATES PETROLEUM

CORPORATION FOR APPROVAL

OF A UNIT AGREEMENT, )

LEA COUNTY, NEW MEXICO. CASE NO. 13591

AFFIDAVIT OF JOIIN AMIET

STATE OR NEW MEXICO)
) ss.
COUNTY OF EDDY )

1, John Amict, being first duly sworn on oath, states as follows:

1. My name is John Amiet. I reside in Artesia, New Mcxico, [ am thﬁ:
petroleum geologist employed by Yates Petroleum Corporation (“Yates™) y/ho is
responsible for the formation of the proposed Milsap State Bxploratory Unit (“the
Unit") comprised of 2240 acres, more or less, of State of New Mexico anfl fee lands
situaled in Lea County, New Mexico. The horizontal limits of said Unit Area arc
described as follows:

‘Township 12 South, Range 33 East, N.NM.P.M,

Section25: Al
Section36: All

Townghip 12 South, Range 34 East, N.M.P.M.
Section 31;  All

Township 13 South, Runge 34 East, N.M.P.M.
Section 60 N2

2. Yates, the designated Unit Operator in the Milsap State Exploratory Unit
Agrecment, proposes the formation of the Unit to test all formations from the surface to
the basc of the Mississippian formation.

3. The initial unit well (Milsap #2) will be drilled at a standard location 1980
feet from the North line and 660 feet from the East line of Section 36, Township 12
South, Range 33 East, NMPM, Lea County, New Mcxico to an approximate depth of
12,000 feet. The estimated costs for this wildcat well are $2,413,800 million, (The AFE
is attached as Yates Exhibit 2). The Milsap #1 will be Iocated in Section 31.

4, Attaclugent A to the Affidavit is an original copy of the Unit Agreement

for the proposed Milsap State Exploratory Unit, This agreement is on the New Mexico
State Land Office State/Fee Unit Agreement form,

5 Attachment B to the Affidavit is the plat to the Unit Agreement that shows

the boundaries of the Milsap State Exploratory Unit and the location of the initial unit
test well,

6. Attachment C to this Affidavit is a copy of Schedule B to the Unit
Agrcement for the Milsap State Exploratory Unit that identifics the working inferest
ownership in the unit area. 99% percent of the working interest in the Unit Area is
owned by Yates and its affilialed companies and is committed to the Unit. 40 acres of
the proposed is both leased and unleased fee land. Yates Exhibit 3 are copies of the
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notice letters that were sent to all owncrs with unleased mineral interests in the
proposed Unit area,

7. The schedule under Attachment C to the Affidavit also identifies the
royalty intercst in the Unit Area. 99% percent of the royalty interest is owned by the
Statc of New Mexico. Attachment D to this Affidavit is a letter from the New Mexico
Commissivner of Public Lands giving preliminary approval of the State L.and Office to
the proposed Milsap State Exploratory Unit.

8. All of Yates’ intcrest in the Unit Area have been committed to the Unit,

9. Attaghment L io this affidavit is a Top of Structure Map for the Austin
formation. Yates is attcmpting to locatc channcl sands by utilizing seismic, log
correlation, and regional mapping. Althouph these gas sands can be very productive, the
channels are narrow and difficult to find. Basal Morrow sand channels have proven to
be good rescrvoirs 4 miles to the north in the Yates’ Lacy J Unit Wells. In addition (o
the Atoka potential, Yates is attempting to extend the Morrow trend onto the proposed
Unit. These interpreted channcls are shown on the map. Structure is very important in
this arca since there is a major north-south fault (shown by the heavy black line) located
immediately west of the proposed Unit. There are pre-existing faults, but much of the
structure scems to have occurred after deposition of the Atoka-Morrow sands, The late
stago faulting is confirmed by the fact that there is an excellent Atoka sand in section
26 of the upliftcd Ranger Lake fault block, located 4 miles to the east.

10. Attachment F is a Structural Cross Section A-A’ which shows the
proposed well location in relation to the surrounding wells. This cross-section aiso
shows scveral Atoka sands (shown in yellow) which were described in sample logs from
these wells. The four deep wells shown on the cross-scetion were Devonian tests and
were the only Atoka-Morrow penetrations east of the large fault. The Phillips’ Signal 1
well was the only well which had Devonian production east of the large fault. This well
produced 9602 BO and 147 MMCFG from the Dcvonian. All the other wells Jocated in
the proposed unit and to the northeast were upper Pennsylvanian producers in the
Hightower East Field. The State HT #1 wcll (in Section 36) produced 206 MBO and
159 MMCFG from the upper Pennsylvanian while the well in the northwest quarter of
Section 31 had a cumulative production of 19 MBO and 23 MMCFG. Since some of the
better vpper Pennsylvanian wells are locatcd on the flanks of the structural high, Yates™
believes there is a chance to extend the upper Peansylvanian production to the south.

11.  The unit covers an area that can be reasonably developed under a unit
plan,

12, The primary target is the Atoka-Morrow formation with Austin (upper
Mississippian) and upper Pennsylvanian production possible.

15.  If the initial unit wcll is successful, additional wells will be drilled in the

Unit Area. Accordingly, approval of the unil agreement will result in the cfficient
rccovery of hydrocarbons.

16.  Approval of the Milsap Statc Exploratory Unit and the devclopment of the

Unit Area pursuant to a unit plan is in the best interest of conservation, the prevention
of waste and the protection of correlative rights.

FURTHER AFFIANT SAYETH NOT.

P, 03/04
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SUBSCRIBED AND SWORN before me on this L™ % day of November, 2005.

omcm. SEAL
'% Y rumﬂm \m O(lMQN Q&J\D Ol
T g cxplrensm LOR Notary Public )

My Commission Bxpires:
©ck V{, QoM
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
MILSAP STATE EXPLORATORY UNIT
LEA COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 8" day of November, 2005, by and between the parties
subscribing, ratifying or consenting hereto, and herein referred to as the "parties hereto”;
WITNESSETH:
WHEREAS, the parties hereto are the owners of working, royalty, or other oil or gas interests in the
unit area subject to this agreement; and
WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act
of the Legislature (Sec 3, Chap. 88, Laws 1943) as amended by Sec. 1 of Chapter 162, Laws of 1951, (Chap. 19,
Art. 10, Sec. 45, N. M. Statutes 1978 Annot.), to consent to and approve the development or operation of State
Lands under agreements made by lessees of State Land jointly or severally with other lessees where such
agreements provide for the unit operation or development of part of or all of any oil or gas pool, field, or area; and
WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an
Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 19, Art. 10, Sec. 47, N. M. Statutes 1978
Annotated) to amend with the approval of lessee, evidenced by the lessee's execution of such agreement or
otherwise, any oil and gas lease embracing State Lands so that the length of the term of said lease may coincide
with the term of such agreements for the unit operation and development of part or all of any oil or gas pool, field, or
area; and
WHEREAS, the Oil Conservation Division of the Energy and Minerals Department of the State of
New Mexico (hereinafter referred to as the "Division”), is authorized by an Act of the Legislature (Chap. 72, Laws
1935, as amended, being Section 70-2-1 et seq. New Mexico Statutes Annotated, 1978 Compilation) to approve this

agreement and the conservation provisions hereof, and
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WHEREAS, the parties hereto hold sufficient interests in the MILSAP STATE EXPLORATORY

UNIT AREA covering the land hereinafter described to give reasonably effective control of operations therein; and

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

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

1. UNIT AREA: The following described land is hereby designated and recognized as

constituting the unit area: Township 12 South, Range 34 East
Section 31: All

Township 12 South, Range 33 East
Section 25: All

Township 12 South, Range 33 East
Section 36: All

Township 13 South, Range 34 East
Section 6: N2

Lea County, New Mexico

containing 2220.16 acres, more or less

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and identity of tracts
and leases in said area to the extent known to the unit operator. Exhibit "B" attached hereto is a schedule showing
to the extent known to the unit operator the acreage, percentage and kind of ownership of oil and gas interests in all
lands in the unit area. However, nothing herein or in said schedule or map shall be construed as a representation by
any party hereto as to the ownership of any interest other than such interest or interests as are shown on said map
or schedule as owned by such party. Exhibit "A" and "B" shall be revised by the unit operator whenever changes in
ownership in the unit a"rea render such revisions necessary or when requested by the Commissioner of Public
Lands, hereinafter referred to as "Commissioner" or the Oil Conservation Division, hereinafter referred to as the
"Division”.

All land committed to this agreement shall constitute land referred to herein as "unitized land" or

"land subject to this agreement".




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

and all formations of the unitized land are unitized under the terms of this agreement and herein are called "unitized
substances”.

3. UNIT OPERATOR; Yates Petroleum Carporation, whose address is 105 South Fourth Street,

Artesia, New Mexico 88210 is hereby designated as unit operator and by signature hereto commits to this

agreement all interest in unitized substances vested in it as set forth in Exhibit "B", and agrees and consents to
accept the duties and obligations of unit operator for the discovery, development and production of unitized
substances as herein provided. Whenever reference is made herein to the unit operator, such reference means the
unit operator acting in that capacity and not as an owner of interests in unitized substances, and the term "working
interest owner" when used herein shall include or refer to unit operator as the owner of a working interest when such

an interest is owned by it.

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

resign at any time but such resignation shall not become effective until a successor unit operator has been selected
and approved in the manner provided for in Section 5 of this agreement. The resignation of the unit operator shall
not release the unit operator from any liability or any default by it hereunder occurring prior to the effective date of its
resignétion.

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

The resignation or removal of the unit operator under this agreement shall not terminate his right,
title or interest as the owner of a working interest or other interest in unitized substances, but upon the resignation or
removal of unit operator becoming effective, such unit operator shall deliver possession of all equipment, materials,
and appurtenances used in conducting the unit operations and owned by the working interest owners to the new
duly qualified successor unit operator, or to the owners thereof if no such new unit operation is elected, to be used
for the purpose of conducting unit operations hereunder. Nothing herein shall be construed as authorizing removal

of any material, equipment and appurtenances needed for the preservation of wells.



5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall resign as unit operator or

- shall be removed as hereinabove provided, the owners of the working interests according to their respective
acreage interests in all unitized land shall by a majority vote select a successor unit operator; provided that, if a
majority but less than seventy five percent (75%) of the working interests qualified to vote is owned by one party to
this agreement, a concurring vote of sufficient additional parties, so as to constitute in the aggregate not less than
seventy-five percent (75%) of the total working interests, shall be required to select a new operator. Such
selection shall not become effective until (a) a unit operator so selected shall accept in writing the duties and
responsibilities of unit operator, and (b} the selection shall have been approved by the Commissioner. If no
successor unit operator is selected and qualified as herein provided, the Commissioner at his election, with notice to
the Division, may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in the first instance all costs and

expenses incurred in conducting unif operations hereunder, and such costs and expenses and the working interest
benefits accruing hereunder shalt be apportioned among the owners of the unitized working interests in accordance
with an operating agreement entered into by and between the unit operator and the owners of such interests,
whether one or more, separately or collectively. Any agreement or agreements entered into between the working
interest owners and the unit operator as provided in this section, whether one or more, are herein referred to as the
"Operating Agreement”. No such agreement shall be deemed either to modify any of the terms and conditions of
this unit agreement or to relieve the unit operator of any right or obligation established under this unit agreement and
in case of any inconsistencies or conflict between this unit agreement and the operating agreement, this unit

agreement shall prevail.

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

herein, the exclusive right, privilege and duty of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing, allocating and distributing the unitized substances
are hereby delegated to and shall be exercised by the unit operator as herein provided. Acceptable evidence of title
to said rights shall be deposited with said unit operator and, together with this agreement, shall constitute and define
the rights, privileges and obligations of unit operator. Nothing herein, however, shall be construed to transfer title to

any land or to any lease or operating agreement, it being understood that under this agreement the unit operator, in




its capacity as unit operator, shall exercise the rights of possession and use vested in the parties hereto only for the
purposes herein specified.

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

of this agreement, commence operations upon an adequate test well for oil and gas upon some part of the lands
embraced within the unit area and shall drill said well with due diligence to a depth sufficient to attain the top of the
Mississippian formation or to such a depth as unitized substances shall be discovered in paying quantities at a
lesser depth or until it shall, in the opinion of unit operator, be determined that the further drilling of said well shall be
unwarranted or impracticable; provided, however, that unit operator shall not, in any event, be required to drill said
well to a depth in excess of 12,000 feet. Until a discovery of a deposit of unitized substances capable of being
produced in paying quantities (fo wit: quantities sufficient to repay the cost of drilling and producing operations with a
reasonable profit) unit operator shall continue drilling diligently, one well at a time, allowing not more than six months
between the completion of one well and the beginning of the next well, until a well capable of producing unitized
substances in paying quantities is completed to the satisfaction of the Commissioner or until it is reasonably proven
to the satisfaction of the unit operator that the unitized land is incapable of producing unitized substances in paying
quantities in the formation drilled hereunder.

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

terminate as of such date.

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

Should unitized substances in paying quantities be discovered upon the unit area, the unit operator shall on or
before six months from the time of the completion of the initial discovery well and within thirty days after the
expiration of each twelve months period thereafter, file a report with the Commissioner and Division of the status of

the development of the unit area and the development contemplated for the following twelve months period.




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

After discovery of unitized substances in paying quantities, unit operator shall proceed with
diligence 1o reasonably Jdevelop the unitized area as a reasonably prudent operator would develop such area undef
the same or simiiar circumstances.

If the unit operator should fail to comply with the above covenant for reasonable development this
agreement may be terminated by the Commissioner as to all lands of the State of New Mexico smbracing
undeveloped regular well spacing or proretion units, but in such event, the basis of participation by the working
interest owners shall remain the same as if this agreement had not been terminated as to such lands: provided,
however, the Commissioner shall give notice to the unit operator and the lessees of record in the manner prescribed
by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of intention to cancsl on account of any alleged breach of said
covenant for reasonable development and decision entered thereunder shall be subject to appeal in the manner
prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated), and. provided further, in any event the unit operator
shall be given a reasonable opportunity after a final determination within which to remedy any defaull, failing in
which this agreement shall be terminated as to all lands of the State of New Mexica embracing undeveloped regular
well spacing or proration units.

Notwithstanding any of the pravisions of this Agreement to the contrary, all undeveloped regular
well spacing or proration unit tracts within the unit boundaries shall be automatically eliminated from this Agreement
and shall ne lenger be a part of the unit or be further subject to the terms of this Agresment unless at the: expiration
of five years (5) after the first day of the month following the effective date of this Agreement diligent drilling
operations are in progress on said tracts.

10. PARTIGIPATION AFTER DISCOVERY: Upon completion of a well cepable of proddcing
unitized substances in paying quantities, the owners of working interests shall participate in the production therefrom
and in all other produsing wells which may be drilled pursuant hereto in the proportions that their respective
leasehold interests covared hereby on an acreage basis bears to the total number of acres committed to this unit
sgreement, and such L hitized substances shall be deemed to have been produced from the respectivi: leasehold

interests participating therein. For the purpose of determining any benefits accruing under this agreemont and the




distribution of the royalties payable to the State of New Mexico and other lessors, each separate lease shall have
allocated to it such percentage of said production as the number of acres in each lease respectively committed to
this agreement bears to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working interest owner shall
have the right to take such owner's proportionate share of the unitized substances in kind or to personally sell or
dispose of the same, and nothing herein contained shall be construed as giving or granting to the unit operator the
right to sell or otherwise dispose of the proportionate share of any working interest owner without spéciﬁc
authorization from time to time so to do.

11. ALLOCATION OF PRODUCTION: All unitized substances produced from each tract in the
unitized area established under this agreement, except any part thereof used for production or development
purposes hereunder, or unavoidably lost, shall be deemed to be produced equally on an acreage basis from the
several tracts of the unitized land, and for the purpose of determining any benefits that accrue on an acreage basis,
each such tract shall have allocated to it such percentage of said production as its area bears to the entire unitized
area. It is hereby agreed that production of unitized substances from the unitized area shall be allocated as provided
herein, regardless of whether any wells are drilled on any particular tracts of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All rentals due the

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

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

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

If the unit operator introduces gas obtained from sources other than the unitized substances into

any producing formation for the purpose of repressuring, stimulating or increasing the ultimate recovery of unitized




substances therefrom, a like amount of gas, if available, with due allowance for loss or depletion from any cause
may be withdrawn from the formation into which the gas was introduced royalty free as to dry gas but not as to the
products extracted therefrom; provided, that such withdrawal shall be at such time as may be provided in a plan of
operation consented to by the Commissioner and approved by the Division as conforming to good petroleum
engineering practices; and provided further, that such right of withdrawal shall terminate on the termination of this
unit agreement.

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

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

LANDS WITHIN THE UNITIZED AREA: The terms, conditions and provision of all leases, subleases, operating
agreements and other contracts relating to the exploration, drilling development or operation for oil or gas of the
lands committed to this agreement, shall as of the effective date hereof, be and the same are hereby expressly
modified and amended insofar as they apply to lands within the unitized area to the extent necessary to make the
same conform to the provisions hereof and so that the respective terms of said leases and agreements will be
extended insofar as necessary to coincide with the terms of this agreement and the approval of this agreement by
the Commissioner and the respective lessors and lessees shall be effective to conform the provisions and extend
the terms of each such lease as to lands within the unitized area to the provisions and terms of this agreement; but
otherwise to remain in full force and effect. Each lease committed to this agreement, insofar as it applies to lands
within the unitized area, shall continue in force beyond the term provided therein as long as this agreement remains
in effect, provided, drilling operations upon the initial test well provided for herein shall have been commenced or
said well is in the process of being drilled by the unit operator prior to the expiration of the shortest term lease
committed to this agreement. Termination of this agreement shall not affect any lease which pursuant to the terms
thereof or any applicable laws would continue in full force and effect thereafter. The commencement, completion,
continued operation or production on each of the leasehold interests committed to this agreement and
operations or production pursuant to this' agreement shall be deemed to be operations upon and production from

each leasehold interest committed hereto and there shall be no obligation on the part of the unit operator or any of




the owners of the respective leasehold interests committed hereto to drill offset to wells as between the leasehold
interests committed to this agreement, except as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico of which only a portion is committed hereto
shall be segregated as to the portion committed and as to the portion not committed and the terms of such leases
shall apply separately as two separate leases as to such segregated portions, commencing as of the effective date
hereof. Notwithstanding any of the provisions of this agreement to the contrary, any lease embracing lands of the
State of New Mexico having only a portion of its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embraced within the unitized area and committed to this
agreement, in accordance with the terms of this agreement. If oil and gas, or either of them, are discovered and are
being produced in paying quantities from some part of the lands embraced in such lease which part is committed to
this agreement at the expiration of the secondary term of such lease, such production shall not be considered as
production from fands embraced in such lease which are not within the unitized area, and which are not committed
thereto, and drilling or reworking operations upon some part of the lands embraced within the unitized area and
committed to this agreement shall be considered as drilling and reworking operations only as to lands embraced
within the unit agreement and not as to lands embraced within the lease and not committed to this unit agreement;
provided, however, as to any lease embracing lands of the State of New Mexico having only a portion of its lands
committed hereto upon which oil and gas, or either of them, has been discovered is discovered upon that portion of
such lands not committed to this agreement, and are being produced in paying quantities prior to the expiration of
the primary term of such lease, such production in paying quantities shall serve to continue such lease in full force
and effect in accordance with its terms as to all of the lands embraced in said lease.

14. CONSERVATION: Operations hereunder and production of unitized substances shall be

conducted to provide for the most economical and efficient recovery of said substances without waste, as defined by

or pursuant to State laws or regulations.
15. DRAINAGE: In the event a well or wells producing oil or gas in paying quantities should be
brought in on land adjacent to the unit area draining unitized substances from the lands embraced therein, unit

operator shall drill such offset well or wells as a reasonably prudent operator would drill under the same or similar

circumstances.



16. COVENANTS RUN WITH LAND: The covenants herein shall be construed to be covenants

running with the land with respect to the interests of the parties hereto and their successors in interest until this
agreement terminates, and any grant, transfer or conveyance of interest in land or leases subject hereto shall be
and hereby is conditioned upon the assumption of all privileges and obligations hereunder to the grantee, transferee
or other successor in interest. No assignment or transfer or any working, royaity, or other interest subject hereto
shall be binding upon unit operator until the first day of the calendar month after the unit operator is furnished with
the original, photostatic, or certified copy of the instrument of transfer.

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

Commissioner and the Division and shall terminate in five years after such date unless (a) such date of expiration is
extended by the Commissioner, or (b) a valuable discovery of unitized substances has been made on unitized land
during said initial term or any extension thereof in which case this agreement shall remain in effect so long as
unitized substances are being produced in paying quantities from the unitized land and, should production cease, so
long thereafter as diligent operations are in progress for the restoration of production or discovery of new production
and so long thereafter as the unitized substances so discovered are being produced as aforesaid. This agreement
may be terminated at any time by not less than seventy-five percent (75%) on an acreage basis of the owners of the
working interests, signatory hereto, with the approval of the Commissioner and with notice to Division. Likewise, the
failure to comply with the drilling requirements of Section 8 hereof, may subject this agreement to termination as

provided in said section.

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

allocations, allotments, and quotas made or fixed by the Division, and in conformity with applicable laws and lawful
regulations.

19. APPEARANCES: Unit operator shall, after notice to other parties affected, have the right to
appear for and on behalf of any and all interests affected hereby, before the Commissioner of Public Lands and the
Division, and to appeal from orders issued under the regulations of the Con;missioner or Division, or to apply for
relief from any of said regulations or in any proceedings on its own behalf relative to operations pending before the
Commissioner or Division; provided, however, that any other interest party shall also have the rights at his own

expense to appear and to participate in any such praceeding.

10




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

21. LOSS OF TITLE: In the event title to any tract of unitized land or substantial interest therein

shall fail, and the true owner cannot be induced to join the unit agreement so that such tract is not committed to this
agreement, or the operation thereof hereunder becomes impracticable as a result thereof, such tract may be
eliminated from the unitized area, and the interest of the parties readjusted as a result of such tract being eliminated
from the unitized area. In the event of a dispute as to the title to any royalty, working, or other interest subject hereto,
the unit operator may withhold payment or delivery of the allocated portion of the unitized substances involved on
account thereof, without liability for interest until the dispute in finally settled, provided that no payments of funds due
the State of New Mexico shall be withheid. Unit operator, as such, is relieved from any responsibility for any defect
or failure of any title hereunder.

22. SUBSEQUENT JOINDER: Any oil or gas interest in lands within the unit area not committed

hereto, prior to the submission of the agreement for final approval by the Commissioner and the Division, may be
committed hereto by the owner or owners of such rights, subscribing or consenting to this agreement, or executing
a ratification thereof, and if such owner is also a working interest owner, by subscribing to the operating agreement
providing for the allocation of costs of exploration, development and operation. A subsequent joinder shall be
effective as of the first day of the month following the approval by the Commissioner and the filing with the Division
of duly executed counterparts of the instrument or instruments committing the interest of such owner to this
agreement, but such joining party or parties, before participating in any benefits hereunder, shall be required to
assume and pay to unit operator, their proportionate share of the unit expenses incurred prior to such party's or
partjes joinder in the unit agreement, and the unit operator shall make appropriate adjustments caused by such

joinder, without any retroactive adjustment of revenue.

23. COUNTERPARTS: This agreement may be executed in any number of counterparts,

no one of which needs to be executed by all parties, or may be ratified or consented to by separate instrument in

writing specifically referring hereto, and shall be binding upon all those parties who have executed such a

1




counterpart, ratification, or consent hereto with the same force and effect as if all such parties had signed the same
document, and regardless of whether or not it is executed by all other parties owning or claiming an interest in the
lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement to be

executed as of the respective dates set forth opposite their signatures.
UNIT OPERATOR

YATES PETROLEUM CORPORATION

dote_11- §-0 5 S tpes R

Attorney-in-F4ct

STATE OF NEW MEXICO  §
§

COUNTY OF EDDY §

The foregoing instrument was acknowledged before me this 8.&’ day of November, 2005 by
Randy G. Patterson, Attorney-in-Fact for YATES PETROLEUM, a New Mexico corporation, on behalf of said
corporation.

Notary Public

/]~3-0%

fh. OFFICIAL SEAL
Y 42A Y Barbara Nelson
WV} NOTARY PUBLIC-STATE OF NEW MEXICO

My commission expires: _.-L'f_a.ﬁm

12




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

WORKING INTEREST OWNERS

YATES DRILLING COMPANY
ABO PETROLEUM CORPORATION
MYCO INDUSTRIES, INC.

Date__ /[~8-0 S M‘M

MURCHISON OIL & GAS, INC.

Date

MEC PETROLEUM CORP.

Date:

13




Pogo Producing Company

LMA Royalties, LTD

The Estate of L.G. Jackson

Elizabeth Lester

Linda Sue Heard

Mosbacher USA, Inc.

Estate of Harold C. Hood

Estate of Jane P. Mosbacher

Charles H. Davis

John David Mosbacher -

WORKING INTEREST OWNERS

The Estate of Dorothy Morgan

Nancy Kaye Gatlin

Brenda Kay Sexton

Juanita Clay

Kay Mansker Hodges

David B. Davis

Estate of Marie Edwards

Glynnis Fay Davis

Emil Mosbacher, (Il

Dr. Kim Nell Chamberiain




STATE OF NEW MEXICO §

§
COUNTY OF EDDY §

The foregoing instrument was acknowledged before me this 5 ~ __day of November, 2005 by
Randy G. Patterson, Attorney-in-Fact for YATES DRILLING COMPANY, ABO PETROLEUM CORPORATION and
MYCO INDUSTRIES, INC., all New Mexico corporations, on behalf of said corporations.

My commission expires:

Notary Public
1~ 8-03
B, OFFICIAL SEAL
A Barbara Nelson
'S NOTARY PUBLIC-STATE OF NEW MEXICS
STATE OF TEXAS g My commissisn expires: -Maémi“ &-o :,_.
COUNTY OF §

The foregoing instrument was acknowledged before me this day of , 2005
by , as for
MURCHISON OIL & GAS, INC., a corporation, on behalf of said corporation.

My commission expires:
Notary Pubilic
STATE OF TEXAS §
§
COUNTY OF §

The foregoing instrument was acknowledged before me this day of , 2005
by , as for
MEC Petroleum Corp., a corporation, on behalf of said corporation.

My commission expires:
Notary Public

14




CORPORATION ACKNOWLEDGMENT

STATE OF §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of , 2005
by , as of
, @ company, on behalf of said company.
My commission expires:
Notary Public

INDIVIDUAL ACKNOWLEDGMENT

STATE OF §

§

COUNTY OF §
The foregoing instrument was acknowledged before me this day of , 2005 by

My commission expires:

Notary Public




ulu Grahoa l “Lae. St - Y?:‘zbj:’ :n -
John T & acy S St '
|} LR g 5’!’" Stare o o ;' o
Apache Ser M Nates Peletol Trales P L
) ‘ales Pel etal | Y Y -
o ' ‘ 1. ?_07;} He.P. Sleprenste \; e? ez:;c‘y‘l Yeares Pet eial |Yates Pet., etal
\ A via 3 103632 @ v-22n | v saes VoS | B ot 2009
Arwr 11eag; syeonens ‘lja, L Yates Pet. cial 1563 ] Yise° v 2200
| va.2280%° ! ¢ 12123
l MUTS ‘:"oy s et | @
el ] 14 i . Slyg 3150, Harper OU
N q o — 48— — G wscss
fares Pet otal wmurchuson QEG, etol 010352 .
s 8 1 2005’ ! -
" e 3096 va 2202 |
Ty - 25 o2 Q2%
stile. M . “ e 7 !
s: Sr'g;e 1a
J. Golleher(5) rube rate " ] Seace
: — State i __Sreve ‘ Ltitedios)
w¥pea 3) vf\ 1 - " s i
Yufzs-Pcﬁkﬂ M l*u)res, Pet, olal bas Pt ool 9 YateyPerenshy
S l01 —5 ¥ T zeen Sy “ ixss . 7 sdae [ vfﬂng'wN‘\v
OS] m &'\\ \& . 730 v 028 . e & N\\‘ : 1 2008
¥4 g3 \‘f'x wg 5507 ) Be cans T il Ggaqw
v g; s 4 ; ¥ - “Wyﬂsonasvw “
: H g 9
| 24 LMEBR in(s) l/?f,rrner '2 34
C.W. Trainer, etal . o 20 3 L
C. W, Trainer ' . Cimarron £xpl. Motes Pet, et H—— - — -4 - .
?K’%f“ v-4908 et tal o e C"“""'g”,,""‘ etoll § | o Concho 066 1
e < . v 59 E v 2905
\F . o ik oL . LG 9424 ; ,}56347 v sz {nn {m.
é - e ise. Waghtocer * | i |~°":';' o8 uuu
res (@ s oo . ! ™o [y
Snn‘; * Ol 26 €2
R ! H«‘ o @ 2 Fom.aqo: O'))W oz(Bo';rgg{ﬂ.r.g etai V)
i
b"*&,"; JR Seo @‘ Monzano O ? 4 VA.1§
I(Teun) w0 -6 549 sh 4
)y sm |Bm,hc 4 19 A
864 6 86 T39.8
T
| 29 10
aset | N
(Ameradad) : . foss
| Am:lr‘o‘;:o Fooh, ston s K2 : O Nanonoman: ¢ "o g0 s
I - arm Ovec 'VN e Enar. . | i t1res 0‘0'\0: 030"0 { k:‘ll’)
s »! Prie Louissens ! "5“ < | e ! 0080 T
J Gollerer(s) 2065‘ ) Stote ! ® prosiw Friec" {oiha.1a-g7)
b e, \fnd
"r d E 1 ;é §'== A Pride Ener. ! Stere
1 A JAYS ) e v’zsgg f+zsm+ L3 Yur i
|z 5 2006 Cevgle 10 gme 12-5-2006 [ 'rm i ‘ “t, i ! . _ R
W6 - 2006 '._J-J.-: MU S ML (PereLous B 33 e L ! -8
| kel 2R _\Pere Loussens L { S Yd’tﬂ’et du!
Bride Ener., T Aworade ! { I :
6 - 2006 i i ¢ o
IR 41 ) H.8.P § Excgliburtoec e w!R2e '
Y- — _ 040581 vsary | IPETY !
|‘~tvo;] —-3% 80t | YotesPet. etal i
wer | Pride Ener. 12 "9 ' 2aos E
| oecser | Llogd it & -2006 | - V-SvP- s
. edokw] 2.8.7006 | { 1593 ! ’ o ._P;..u.“
: us M'—-— A | 1 i oc?ﬁlﬁu X&
W WRooch, M. |
Kenneth A.y-lshm (s) Henneth 4.,,.,’,;,—,,,'(5, ' z ﬂ?{f',:..
P T f Stire Py
Vates Pet ,etal i 4 N f . iRl = Ny ! i
2 4 2006 Bl votes Rer el ks : LN A T
o - —h PE N 1 V- eats N #2009 R.G.Barton YO'e3 Pet., ctal
=28 MRS 03 2006 1GR3
* - + S 512006
e 3 1 Uplond Carp - -Pl’ioncerL
e e e = R b1 .
- T Yotes 52‘~' 5 L Tobey Far~ey. i, | 18862
| Sun R a elzbenfol 5 5\.’3 V:rgm,adL Frier,etel
| Hoe v 479 CL a —_—
Lo’ o e N Pride Eoer.
i 0\)«‘“\ | VA 2;4077
\ 01)
Srore | Srare o.aue etor s ! min. divided W )
- - Tabey Forme Stare v
PrideEner. \y\Foirwoy Mins) ey - 4L 9 (5) "T' State
S - . VA ¢952 Yates Pet, etol . e T
2006 2+ zh06 Pride Er.er. Chevron Yot
v v il Al I -
. 14 & 19 2007 g Yotes |
783 ©. 23 200 01124 R v, ARAX]
Fxxon PR Yol rene 7' Stz 208 kzo PPl
Mobil | 1/2Md hevey o VA-l447
Tou 1563
~~~~~ 10 \J‘ — = - = 12 State
r PR
R |t [ e oo 17 5 srog
e ¢ v Totes Petedal 1Y tes Petobol Yat { etol
TR g e;-?om N ¢ g f isag’ i Yales 7
Us aet aonca gl for omedon Sty o v 7 . s ikmes f,‘, 15« %35 BRI 3 2
. 3 ’ ¢ ; Swr4 : R.G
Norman ”""""”L State Svchooru 3 63 O Miller s U.s., s Miealiv. NM. Mm | 3 : sz -39 Bc(fog ge!
Tob Tobey F Myrphe ' C
Farroray vims obey Forney yFormey(s) | cioates pa S tv. Co. M1, Serq has. L R id, onl -t
ey, 2000 ;l 7 - % Murpha Skors ef ol (5) C"ory ()
VA 2729 Q i YoterPrt-etob Pride Ener. lYam*ﬁt ercl .
jan 0it g €3 Riawwe PR o 6 - 9 - 2000 Yotes Fet etal T3 e Yates Pet..etal Che
Pt 4 s (Foirwey Mins) ' VAT TS 2006 8 13 2008 o9 2006’ CB 8 -6 2947 He
ALS Wor ocoor ) [Ja ssac ¥ 6 -5 . zaoe ‘fmma!m:un J 4:38:3991 o
vA. 2720 - 200% S W -twop T - R, 6 (R
5».;. I Somen o1 88 |‘ ‘g :3 2006 : s -7 2008 %
4 | - 8- 2006
o |
: 3 eom ¥ ~-18- - - -4 __ _ 7 o
! g s o 5 T T
[ 01124 g e 2 -7 0%
o : n '& - 1 . 2006
s "“ Seove U.S., Mt ? 1°°'" ',3" R 17
i
> Morpivy Shesing, efai (3} 'ruunn@/ lc.,M'i]’
=S - fexaco T p -phes Slanars, efalf& <}
12967 Qi AP 1! ety | Yutes Pet etai
C) D v 2388 H sPetehal Chevron 9 Yates Pet,etal Prlde
a3z, . [} 4;3;:«2 | a1 2002 HEP - %?fo's s 2a oe) E I( 3 il
5 {
” 16239 : Umon Tes 128 sghs | b va 071‘124 ";‘9 E;’g’. I zm&lezi zoqum
J b | H 'r 2004 § & - 77 - 200¢ oA Empire
23 2 l‘ Bese 7. ./ Z”C”; F—Z"e' ! Fort i R“"f’;'!‘
| Aiumon ! ) o sese 7 [R: S RG ga,bﬂ I chrly M), SZ"Z ort
+ | ) Vates Pt al] O 20— ) 2 L) |
! {1188 fotes feyetal
Noliunowa \ ‘ Bysas 3¢ Pride €ner. t T:f %00"
' 9 - 19- 200e ! Ztﬁﬂé&?
s {.s.. o~




MILSAP STATE UNIT

EXHIBIT B
SERIAL NUMBER
TRACT DESCRIPTION NET AND OVERRIDING
NUMBER OF LANDS ACRES EXPIRATION DATE LESSOR LESSEE OF RECORD ROYALTY WORKING INTEREST

1. T12S. R34E 308.52 VO-5970 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 46.67%
Sec. 31: Lots 1,2, 3, 4, 10/1/2005 1/6 Murchison Oil & Gas, Inc. 28.33%
E2W2 MEC Petroleum Corp. 5.00%

Yates Drilling Company 6.67%

Abo Petroleum Corporation 6.67%

Myco Industries, Inc. 6.66%

2. T12S, R34E 320.00 VO-5987 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 46.67%
Sec. 31: E2 10/1/2005 116 Murchison Oil & Gas, Inc. 28.33%

MEC Petroleum Corp. 5.00%

Yates Drilling Company 6.67%

Yates Drilling Company 6.67%

3. T12S, R33E 320.00 VO-6180 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 70.00%
Sec 25: W2 4/1/2006 1/6 Yates Drilling Company 10.00%

Abo Petroleum Corporation 10.00%

Myco Industries, Inc. 10.00%

4. T12S, R33E 320.00 VO-6160 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 70.00%
Sec. 25 E2 4/1/2006 16 Yates Drilling Company 10.00%

Abo Petroleum Corporation 10.00%

Myco Industries, Inc. 10.00%

5. T12S, R33E 480.00 VO-6181 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 70.00%
Sec. 36: W2, SE4 4/1/2006 1/6 Yates Drilling Company 10.00%

Abo Petroleum Corporation 10.00%

Myco Industries, inc. 10.00%

6. T13S8, RM4E 271.64 vO-6482 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 46.67%
Sec 6: Lots 1, 2, 3, 4, 5, 12/1/2006 1/6 Murchison Qil & Gas, Inc. 28.55%
SENW, SWNE MEC Petroleum Corp. 5.00%

. Yates Drilling Company 6.67%

Abo Petroleum Corporation 6.67%

- Myco Industries, Inc. 6.66%

7 1128, R33E 160.00 VO-7577 State of New Mexico Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
" Sec. 36: NE4 10/1/2010 1/6 Yates Drilling Company 25.00%
Abo Petroleum Corporation 25.00%

Myco Industries, Inc. 25.00%

8. T13S, R34E 2.50 Fee Laughlin Family Trust Yates Petroleum Corporation None Yates Petroleum Corporation 70.00%
Sec. 6: SE4NE4 4/26/2006 3/16 Yates Drilling Company Yates Drilling Company 10.00%

' W2SE4, SE4SE4 Abo Petroleum Corporation Abo _um:o_mca Corporation 10.00%

Myco Industries, Inc. Myco industries, inc. 10.00%

0. T13S, R34E 8.75 Fee Margaret S. Baker Yates Petroleum Corporation None Yates Petroleum Corporation 70.00%
Sec 6: SE4ANE4 4/26/2006 3/16 Yates Drilling Company Yates Drilling Company 10.00%

Abo Petroleum Corporation Abo Petroleum Corporation 10.00%

Myco Industries, inc. Myco Industries, Inc. 10.00%




MILSAP STATE UNIT

EXHIBITB
SERIAL NUMBER
TRACT DESCRIPTION NET AND OVERRIDING
NUMBER OF LANDS ACRES __EXPIRATION DATE LESSOR LESSEE OF RECORD ROYALTY WORKING INTEREST
10. T13S, R34E 3.12 Fee Jimmy Charles Lester Yates Petroleum Corporation None Yates Petroleum Corporation 70.00%
Sec 6: SE4NE4 4/26/2006 3/16 Yates Drilling Company Yates Drilling Company 10.00%
Abo Petroleum Corporation Abo Petroleum Corporation 10.00%
Myco Industries, Inc. Myco Industries, Inc. 10.00%
11. T13S, R34E 1.25 Fee L.M. McAdoo Family Trust  Yates Petroleum Corporation None . Yates Petroleum Corporation 70.00%
Sec 6: SE4NE4 9/18/2006 3116 Yates Drilling Company Yates Drilling Company 10.00%
Abo Petroleum Corporation Abo Petroleum Corporation 10.00%
Myco Industries, Inc. Myco Industries, Inc. 10.00%
12. T13S,R34E 0.14 Fee Lucy Gene Tatum Yates Petroileum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SE4ANE4 10/25/2009 1/5 Yates Drilling Company Yates Drilling Company 25.00%
Abao Petroleum Corporation Abo Petroleum Corporation 25.00%
Myco Industries, Inc. Myco Industries, Inc. 25.00%
13. T13S8, R34E 2.50 Fee Charley R. & Julee W. Smith Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SE4NE4 10/24/2008 Living Trust Yates Drilling Company Yates Drilling Company 25.00%
1/5 Abo Petroleum Corparation Abo Petroleum Corporation 25.00%
Myco Industries, inc. Myeco Industries, Inc. 25.00%
14. T13S, R34E 0.63 Fee Mekusukey Oil Company  Yates Petroleum Corporation None -Yates Petroleum Corporation 25.00%
Sec 6: SEANE4 10/23/2007 1/4 Yates Drilling Company Yates Drilling Company 25.00%
Abo Petroleum Corporation Abo Petroleum Corporation 25.00%
Myco Industries, Inc. Myco Industries, inc. 25.00%
15.  T13S,RM4E 5.25 Fee Pogo Producing Company  Unleased None Pogo Producing Company
Sec 6: SE4ANE4
16. T13S, R3M4E 2.50 Fee LMA Royalties, Ltd. Unleased None LMA Royalties, Ltd.
Sec 6: SE4NE4
17. T13S, R34E 1.875 Fee Estate of L.G. Jackson Unieased None Estate of L.G. Jackson
Sec 6: SEANE4
18. T13S, R34E 1.875 Fee Estate of Dorothy Morgan ~ Unleased None Estate of Dorothy Morgan
Sec 6: SE4NE4
19.  T13S,R34E 1.289 Fee Mosbacher USA, Inc. Unleased None Mosbacher USA, Inc.
Sec 6: SE4ANE4
20. T13S, R34E 1.25 Fee Estate of Marie Edwards  Unleased None Estate of Marie Edwards
Sec 6: SE4NE4
21. T13S, R34E 1.25 Fee Juanita Clay Unleased None Juanita Clay
Sec 6: SE4NE4
22. T13S, R34E 1.04 Fee Brenda Kay Sexton Unleased None Brenda Kay Sexton

Sec 6: SEANE4




EXHIBIT B MILSAP STATE UNIT
SERIAL NUMBER
TRACT DESCRIPTION NET AND OVERRIDING
NUMBER OF LANDS ACRES  EXPIRATION DATE LESSOR LESSEE OF RECORD ROYALTY WORKING INTEREST
23. T13S, R34E 1.04 Fee Linda Sue Heard Unleased None Linda Sue Heard
Sec 6: SE4NE4
24, T13S, R3M4E 1.04 Fee Elizabeth Lester Unleased None Eli th
Sec 6: SE4NE4 zabeth Lester
25. T13S, R34E 0.625 Fee David B. Davis Unleased None " David B i
Sec 6: SEANE4 Vid B. Davis
26. T13S, R34E 0.1 Fee Kay Mansker Hodges Unleased None K
Sec o SEANEA ay Mansker Hodges
27. T13S, R34E 0.21 Fee Patsy Mansker Capps Unleased None P
Ill.|mmo o SEANEA atsy Mansker Capps
28. T13S, R34E 0.3125 Fee Estate of Harold C. Unleased Non E
Sec 6 SEANEA e state of Harold C.
29. T13S, R34E 0.21 Fee Estate of Jane P. Mosbacher Unleased Non
Sec 6 SEANEA one Estate of Jane P. Mosbacher
30. T13S, R34E 0.3125 Fee Irma Lee Aduddell Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SE4NE4 10/25/2009 1/5 Yates Drilling Company Yates Drilling Company Nm.oo.x.
Abo vmﬂ_,o_m:.:_ Corporation Abo Petroleum Corporation 25.00%
Myco Industries, Inc. Myco Industries, Inc. 25.00%
31. T13S, R34E 0.156 Fee Glynnis Fay Davis Unleased None lynnis F i
Se- b SEANEA o Glynnis Fay Davis
32. T13S, R34E 0.156 Fee Charles H. Davis Unleased None "Ch i
Sec 6 SEANEA Charles H. Davis
33. T13S, R34E 0.14 Fee Phyllis Ann Walker Yates Petroleum Corporation None * Yates Petroleum Corporation 25.00%
Sec 6: SEANE4 1/5 Yates Drilling Company Yates Drilling Company 25.00%
Abo _um:o_mc.a Corporation Abo Petroleum Corporation 25.00%
Myeco Industries, Inc. . Myco Industries, inc. 25.00%
34. T13S, R34E 0.14 Fee Bobbie J. Bishop Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SEANE4 10/25/2009 1/5 Yates Drilling Company Yates Drilling Company mm.ooc\o
Abo vm:o_mc.a Corporation Abo Petroleum Corporation 25.00%
Myco Industries, Inc. Myco Industries, Inc. 25.00%
35. T13S, R34E 0.06 Fee Emil Mosbacher IlI Unleased None Emil Mosbacher It

Sec 6: SE4NE4




MILSAP STATE UNIT

EXHIBIT B
SERIAL NUMBER
TRACT DESCRIPTION NET AND OVERRIDING
NUMBER OF LANDS ACRES EXPIRATION DATE LESSOR LESSEE OF RECORD ROYALTY WORKING INTEREST
36. T13S, R34E 0.06 Fee John David Mosbacher Unleased None John David Mosbacher
Sec 6: SE4NE4
37. T13S, R34E 0.04 Fee Gary Eli Jones Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SE4NE4 10/25/2009 1/5 Yates Drilling Company Yates Drilling Company 25.00%
Abo Petroleum Corporation - Abo Petroleum Corporation 25.00%
Myco Industries, Inc. Myco Industries, Inc. 25.00%
38. T13S, R34E 0.04 Fee Linda Carol Dickson Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SE4ANE4 10/25/2009 1/5 Yates Drilling Company Yates Drilling Company 25.00%
Abo Petroleum Corporation Abo Petroleum Corporation 25.00%
Myco industries, Inc. * Myco Industries, Inc. 25.00%
39. T13S, R3M4E 0.04 Fee Delilah Ann Arp Yates Petroleum Corporation None Yates Petroleum Corporation 25.00%
Sec 6: SE4NE4 10/25/2009 1/5 Yates Drilling Company Yates Drilling Company 25.00%
Abo Petroleum Corporation Abo Petroleum Corporation 25.00%
Myco Industries, Inc. Myco Industries, Inc. 25.00%
40. T13S, R34E 0.04 Fee Dr. Kim Nell Chamberlain  Unleased None Dr. Kim Nell Chamberlain
Sec 6: SE4ANE4
41. T13S, R34E 0.0400 Fee Nancy Kaye Gatlin Unleased None Nancy Kaye Gatlin
Sec 6: SE4NE4
Total State Acres 2180.16
Total Fee Acres 40.00
Total Acres 2220.16




Pogo Producing Company

LMA Royalties, LTD

The Estate of L.G. Jackson

Elizabeth Lester

Linda Sue Heard

Mosbacher USA, Inc.

Estate of Harold C. Hood

Estate of Jane P. Mosbacher

Charles H. Davis

John David Mosbacher -

WORKING INTEREST OWNERS

The Estate of Dorothy Morgan

Nancy Kaye Gatlin

Brenda Kay Sexton

Juanita Clay

Kay Mansker Hodges

David B. Davis

Estate of Marie Edwards

Glynnis Fay Davis

Emil Mosbacher, Il!

Dr. Kimi Nell Chamberlain




CORPORATION ACKNOWLEDGMENT

STATE OF §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of , 2005
by , as of
, a company, on behalf of said company.
My commission expires:
Notary Public

INDIVIDUAL ACKNOWLEDGMENT

STATE OF §

§

COUNTY OF §
The foregoing instrument was acknowledged before me this day of , 2005 by

My commission expires:

Notary Public
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PATRICK H. LYONS State Of pr MCW COMMISSIONER'S OFFICE

COMMISSIONER fcct { Phone (505) 827-5760
Commissioner of Public Lands o (O s
310 OL;) OS .;I;J)’I)‘(A]!:ESTRAIL www,.nmstatelands.org

SANTA FE, NEW MEXICO §7504-1148
November 16, 2005

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210
Artention: Mr. Robert Bullock

Re: Preliminary Approval
Proposed Milsap State Exploratory Unit
Lea County, New Mexico

Dear Mr. Bullock:

Thank you for providing the unexecuted copy of the unit agreement for the proposed Milsap State
Exploratory Unit area, Lea County, New Mexico. This agreement meets the general requirements of the
Commissioner of Public Lands, who has this date granted you preliminary approval as to form and content.

Preliminary approval should not be construed to mean final approval of this agreement in any way and will
not extend any short-term leases until final approval and an effective date have been given,

When submitting your agreement for final approval, please submit the following:

1. Application for final approval by the Commissioner stating the tracts that have been
committed and the tracts that have not been committed.

2

Pursuant to 19.2.100,.51 NMAC showing;:

a. That such agreement will tend to promote the conservation of oil and gas and the better
utilization of reservoir enérgy.

b. That under the proposed unit operation, the State of New Mexico will receive its fair
share of the recoverable oil and gas in place under its lands in the proposed unit area.

¢. 'That each beneficiary institution of the State of New Mexico will receive its fair and
equitable share of the recoverable oil and gas under its lands within the unit area.

d. That such unit agreement is in other respects for the best interest of the trust.

w

All ratifications from the Lessees of Record and Working Interest Qwners. Al signatures
should be acknowledged by a notary and ane set must conlain original signatures.

o -State j.and Office Beneficinries -

Carrie Tinglky Hoxpital @ Chariuble Pena) & Reform e Common Schoals ¢ Easiwrn NM University @ Rin Grande huprovement @ Miners' Hospital of NM - eNM Boys
School » NM Highlunds University @ NM lnstitute of Mining & Technology @ New Mexico Military Instilute e NM School for the Deal e NM School for the Visually
Hundicapped o NM State Hospitul ® New Mexico Sate University ® Northera NM Community Caikege @ Penitentinry of New McXico 8 Public Rintdinac ar Coninml a
Stae Park Commission ® Univerxily of New Mexico ® UNM Saline Lands @ Water Ressrvoirs  Wesiern New Mexico Univergity

11/18/2005 WED 16:00 [TX/I ATTACHMENTD
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‘\ D

Yates Petrolcum Corporation
November 16, 2005
Page 2

7.

8.

Order of the New Mexico Oil Conservation Division (OCD). Our approval will be
conditioned upon subsequent favorable approval by the OCD.

Please submit two copies of the Unit Agreement.
A copy of the Unit Operating Agreement (if applicable).
Copies of all the well records for the initial unit well and any subsequent well,

Your filing fee in the amount of $120 has been received.

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

Very truly yours,

PATRICK H. LYONS
COMMISSIONER OF PUBLIC LANDS

BY:

,
JAMI BAILEY, Di :

TeCIOr

Qil, Gas and Minerals Division
(505) 827-5744

PL/)JB/pm

ce: OCD-Santa Fe, Attention: Mr. Roy Johnson
William F. Carr

11/18/2005 WED 16:00 [TX/RX NO 82081 @003
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