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OM.INR VERSION STATE/FEE 
EXPLORATORY UNITS 
Revised February 12,2004 

UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

PARIS DRAW EXPLORATORY UNIT AREA 

EDDY COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the 1" day of May, 2007, by and between the parties subscribing, ratifying or consenting hereto, and herein 
referred to as the "parties hereto"; 

WITNESSETH: 

WHEREAS, the parties Ixnto arc the owners of wo^ 

WHEREAS, the Cotmmsskner of Public Lands ofthe 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 Annotated), 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 oforaDofanyoilorgas pool, field, or area; and 

WHEREAS, the Comnissiooer of Public Lands ofthe State of New Mexico ts authorized by an Act of the Legislature (Sec l.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 cr otherwise, 
any oil and gas lease embracing State Lands to that the length of the term of said lease may coincide with the term of such agreements for the unit operation and 
devetopment of part or all of any oil or gas pool, field, or area, and 

WHEREAS, the Oil Coiiscrvatton Division ofthe Energy and Minerals Department ofthe State of New Mexico thereinafter icfared to as the "IXviston"), 
is authorized by an Act of me Legislature (Chap. 72, Laws 1935, as amended, being Section 70-2-1 et seq. N. M. Statutes Annotated, 1978 Oman—on) to approve this 
agreement and the conservation provisions hereof, and 

WHEREAS, the parties hereto hoU sufficient interests in the Paris Draw Exploratory Unit Area Unit Area covering the land Iiereinafter described to 
give reasonably effective control of operations therein; and 

WHEREAS, it is the purpose ofthe 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 severalty among themselves as follows: 

1 UNIT AREA: The following described land is hereby designated and recogf-zed as constituting the unit area: 

Township 16 South. Ronoe 23 East. NJW.P AA 

Section 13: E/2 
Section 23: E/2 
Section 24: E/2, SW/4 
Sections 25 and 36: All 

Township 16 South. Ronae 24 East. N.AAP.WL 

Section 16: W/2 
Section 17: All 
Sections 19 and 20: All 
Section 21: W/2 NE/4. SE/4 NE/4, W/2, SE/4 
Section 28: All 
Section 29: E/2 
Section 30: All 

Containing 6833.48 total acres, more ar less. Counties: Eddy County. New Mexico 

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and identity of tracts and leases to 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 mall lands in the unit area. However, nothing herein or in said schedule or map shaD 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" shaH be revised by the unit 
operator whenever changes in ownership in the unit area render such revisions necessary or when requested by the Gmirusstoner of Public Lands, hereinafter referred to 
as "Comraissioner" 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 iTMiTlZEp SUBSTANCES: All oil, gas, natural gasoline, and associated fluid hydrocarbons in any and all formations of the unitized land ate unrated under the 
terms of this agreement and herein are called "unitized substances". 

3. UNIT OPERATOR: PARALLEL PETROLEUM CORPORATION, whose address is 1004 N. BIG SPRING, SUITE 400, MIDLAND, TEXAS 

79701 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 tmrazed 

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 ofthe unit operator shaD not 
release the unit operator from am/habihty or any defauh by h hereunder OKxaimrtg prior to the effective date of resignation. 

Unit operator may, upon de—ft 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 hke 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, tine or enterest as the owner of a working interest or other 
interest in unitized substances, but upon the resignation or removal of unit operator hemnung effective, such unit operator shaB dehver possession of aB equipment, 
materials, and appurtenances used in conducting the unit operations and owned by the working interest owners to me new duly qualified successor unit operator, or to 
the owners thereof if no such new anil operator is elected, to be used for the purpose of muhirtiiig unil 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 shaU 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 sevenry-five percent (75%) of me won_gimeresb 
as to constitute in the aggregate not less than seventy-five percent f75?6) of the total working interests, shaO be icquired to select a new operator Such selection shall 
not hfflKune effective until (a) a unit operator so selected shall accept in writing the duties and if,tuuBSilifliltfi of unit operator, and (b) the selection shall have been 
approved by the Conmussinner. If no successor amt operator is selected and qualified as tterein provided, the Cormrraswncr at his election, with notice to the Division, 
may declare this unit agreement terminated. 

6. ACCOUNTING PROVISIONS: The unit operator shaH pay in the first instance all costs and expenses incurred in conducting unit operations hereunder, and such 
costs and expenses and the working nitrrest huin,Jin accruing hereunder shaH be apportioned the owners of Ibe imitiiwl working mieioiu m accordance with an 
operaliiig agreement entered mto by and between the unit operator and the owners of such mteicsts, whether one or more, separately or utttptlively. Any agreement or 
agreements entered into between the working interest owners tod the umt operator as provided in this section, whether one or more, are herem referred to as the 
"Operating Agreement" No such agreement shall be deemed either to modify any of the terms and conditions of this taut agreement or to rebeve the unit operator of 
any right or obligation established under this unit agreement and in case of any mcmsistencies or contact between Has una agreement and the operating agreement, this 
unit agreement shall prevail. 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specific 
mid «n riflta* of the parties Serem which an- nmreary m CCTrumimt frir pm«prf l^g for proA«^g «fc^— .Bluing «~< .livlia.^i.^ rtw .mifrret «nt>chnv-«~i — 
hereby delegated to a_snafl be exercised Acceptable evidence of tide to said rights sl—be deposited wiA 
and, together with this agreement, shall ccmsti—; and define the rights, privileges and obligations of unit operator. Non^ herein, however, shaQ be rxir—i—to 
transfer title to any land cr to any lease or operating agreement, it being uiiderstood that under this agreement the umt operator, in its capaaty as umt operator, shaH 
exercise the rights of possession and use vested in the parties hereto only for the purposes herein specified. 

S. PR1UJNQ TO PISCOVERY. The una operator shaD, witasbdy(M)<laysanW — 
wefl for oil and gas noon some part of the bads enibraced within the unit area and shall drill mr\ w*n wirti <W ATip-n™- tn a rftyth -p .ftWnt (n rf*<m th* t"p "f thr 
Wotfcamp formation or to such a depth as _tized substances —tfl be discovered in paying ô iantities at a lesser depth or until it shall, in the opinion of unit operator, be 
Jetauiiued that the farther drilling of said weO shaD be uuwaiiauled or impnyticabfc, provided, however, that unit operator shall not, in any event, be required to drill 
said well to a depth in excess of 5,000 feet Until a discovery of a deposit of unit—d capable of being produced in paying quantities (to wit: quantities 
sufficient to repay the costs of drilling and proctucing operations with a reasonable profit) unit operator shaD continue drilling diligently, one well at a time, allowing not 
more (ban six months between the comriet—of one well and the begir_ig 
completed to t_ satisfertm 
unitized substances in paying quantities in the formation drilled hereunder. 

Any well commenced prior to the efiective date of this agreernera upc« tte 
well shall be considered as complying with the drilling requirements hereof with respect to the initial well. The Commissioner may modify the (biffing recpiretnents of 
this section by granting reasonable extensions of time when in his opinion such action is warranted. Upon _ure to comply with the artlling provisions cifth^ 
O—nissioner 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 aO rights privileges and obligations granted and assumed by this unit agreement shaD cease and terminate as of such date. 

9 OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF I INlTIZEn SUBSTANCES Should nnitized substances in priymg ojuantibes be discovered 
upon the unit area, the unit operator shall on or before six months from the time ofthe completion ofthe initial discovery wefl and within thirty days after the expiration 
of each twelve months period thereafter, file a report with the Commissioner and Division ofthe status ofthe d̂ wlopment ofthe unit area and the development 
contemplated for the following twelve months period. 



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

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

If the unit operator should fail to comply with the above covenant for reasonable development this agreement may be terminated by the Commissioner as to 
all lands ofthe State of New Mexico embracing undeveloped regular well spacing or proration units, but in such event, the basis of participation by the working interest 
owners shall remain the same as if this agreement had not been terminated as to such lands; provided, however, the Ccmmssioner shall give notice to the unit operator 
and ttie lessees rfteccrfm the mamw 
coveiiant fw reasonable devctopm 19-10-23 N.M. Statutes 1978 
Annotated), and, provided fate, m any event unit ope 
failing in which this agreement shaD be terminated as to aD lands of the State of New Mexico embracing undeveloped regular well spacing or proration umts. 

Notwithstanding any of the provnaom of tms Agreement to _ 
boundaries shall aiilcxnaticafly caminatcd and shaH no longer be a part of the nnd cir be further subject to the terms of this agreement unless at 
the expiration of five (5) years after tiV first day of the month following the effective date of thts agreement diligent drilling orx*ations are m progress on said tracts. 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of producing unitized substances in paying quantities the owners of working interests 
shall participate m the production therefrom and in ail other producing wess which may be drilled pursuant hereto in the proportions that their respective leasehold 
interests covered hereby oo an acreage basis bears to the total number of acres committed to this unit agreement, and such unitized substances shaH be deemed to have 
beCT produced from the icspectivT IcasefroM For the purpose of detenmning any benefits accruing under this agreement and the 
d&rAutun of the royalties payaWe to the State rf 
number of acres in each lease respectively Mwimittrd to this agreement bears to the total number of acres committed hereto 

Notwithstanding any provisions nwlaiird herein to Ihe contrary, each working interest owner shaD have the right to take such owner's proportionate share 
of the unitized substances m kind or to persooaUy sefl or dispose ofthe same, and nothing herein contained shaH be construed as giving or granting to the unit operator 
the right to sdl or otherwise dispose rfnfe ntnportkmate iihare rf 

11. ALLOCATION OF raODUCnON AH 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 equafly co an acreage basis from the several tracts of the 
unitized land, and for the purpose rfdetermimag any benefits that accrue on an acreage basis, each such tract shaH have allocated to it such percentage of said 
production as its area bears to the entire unitized area, tt is hereby agreed that prcxluction rf unitized substances from the mtatized area shall be allocated as provided 
herein, regardless of whether any webs are drilled on any particular tracts of said unitized area. 

12. PAYMENT OF RENTALS. ROYALTIES AND OVERRIDING ROYALTIES: The respective lease owners in accordance with the terms of their leases shaH pay 
all rentals due to the State of New Mexico. 

An royalties due to the State of New Mexico under the tenm of the kases comnuned to this agr 
unitized substances allocated to the respective leases committed hereto, provided, however, the State shall be entitled to take a land 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 m accordance with the terms of the respective leases 

All rentals, if any, due under any leases embracing lands oAer tita 
wnh the terms of their leases and aO 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 man me umtijed mJMljiimwi into mty prrwlyrmg rrma^t far fa purport rfirprrarup-E. 
sthnulatmg or mcreasmsoSe uluniate tecoveiyrf unitized stmstances ulerefroni, a like amount of gaa, tf â vailsiite, wim due allowance for loin ordepteticfl fiom 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 mercfjotu; provided, that 
such withdrawal shaB be at such tag as r ^ 
petroleum engineering practices; and provided further, that such right of withdrawal shaH terminate on the termination of this unit agreement 

If any lease commitled hereto is burdened with an overriding royalty, payment out of production or other charge in addition to the usual royalty, the owner 
of each 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. 

1 3 LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO LANDS WITHIN THE UNITIZED AREA- Th» t^m. 
cc«drticm and provisions rfaB leasers 
the lands commoted to mis agreement, shafl as rf the etoctive date 
vritnin the unitized area to trie extent necessary corfonn to the provisicMS hereof and so that tne respective terms of said leases and agreements will be 
extended insofar as necessary to coincide with the terms of this aiffccmcnt and the approval of mis agrwmeiu hy HV rWnm^™~ «v< rtw ~~p~^, 1,-^, ^ 
lessees shall be effective to conform the pro 
agreement; but otherwise to remain in fial force and effect. Each lease eonirm^ to tJais agre 
in force beyond the term provided therein as long as this agreement remains in effect, provided, drilling operations upon the initial test wefl provided for herein shall have 
been cc»nmenced or said weH is in the process rf being drilled by the unit operator prior to the expiration ofthe shortest term lease committed to this agreement. 
Termination rf this agreernera The 
ccfluneocement, completioo, continued operation or production on each ofthe leasehold interests committed to this agreement and operations or production pursuant to 
tliis agreement sliau be deerncd to 
unit operator or any ofthe owners of tite lespecuvc teecfaold interest 
agreement, except as provided in Section 9 hereof. 

Any lease embracing lands ofthe State rf New Mexico of which only a portion is coirirnitted hereto shall be segregated as to the rxjrtion ammitted 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, «xnriM»cmg as of the effective 



date hereof. Notwithstanding any of the provisions of this agreement to roe contrary, any tease 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 b corimutted to this agreement at uV ex 
as production from lands embraced in such lease which are not vrithm the unitized area, and which are not cornjnitted thereto, and drilling or reworking operations upon 
some part of the lands embraced within the unitized area and committed to this agreement shaD 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 fixed term of such 
lease, such production in paying quantities shall serve to continue such lease m fuO force and effect in accordance with its terms as to aD ofthe 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: m the event a well or wefls producing oil or gas m paving qrantitics should be brought in on land adjacent to the unit area draining unitized substances 
from the lands embraced therein, unit operator shall dnD 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 shaU be construed to be covenants running with the land with respect to the interests of the parties hereto 
and then successors m interest until this agreement terminates, and any grant, transfer or conveyance of interest m land or leases subject hereto shall be and hereby is 
conditioned upon the assunipticn of ail privileges and o No assignment or transfer or any 
working, royalty, or other interest subject hereto shall be binding upon unit operator until the first day ofthe calendar month after the unit operator is furnished with the 
original, photo stab^ cr certified copy ofthe instrument of transfer 

17. EFFECTIVE DATE AND TERM: Tins agreement shall become effective upon approval bv the Cornmisjaoner and the Dwiska and shall laminate in 5 (five! years 
after such date unless (a) such date of expiration is extended by the Commissioner, or (b) a valuable discovery of unitized mhsnmccs has been made on unitized bad 
during said initial term or any extension thereof m wbich case thb agree 
from the unitized land and, should nmlm,lMM cease, so long thereafter as m"hgent operalMriri are in progress for the restmalien of production or discovery of new 
pioduction and so long dirir4iflf.f as the nnttiiwl wrlrUamjes so discovered are being moduccd as aforesaid. This agreement may be tenmnated 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 
the Division. Likewise, the failure to comply with the drilling requirements of Section 8 hereof, may subject this agreement to tennmanon 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 wilh afl applicable laws and lawful regulations. 

19. APEEAEAljCES: Unit operator shaB, after notice to odter parties afrected, have the 
the Conmtissioner of Public Lands and the Division, and to appeal from orders issued under the regulations of the Commissioner or {Division, or to apply for relief from 
any of said regulations or in any proceedings on its ĉ wn behalf relative to 
interest party shaD also have the right at his own expense to appear and to participate in any such proceedings. 

20. NOTICES: Afl notices, (taiianth or Halt limits required hctBada tn he gfwrn nr lEnaenarf tn B> nartii-i hurrtn «tuB t » itumml felly g i w i if p u m in uniting and 

sent by postpaid registered mail, addressed to snxhp adclresses, set forth in comection wim 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 even) title to any tract of unitized land or substantial interest therem siiafl fail, and the true owner cannot be induced to jom the rant 
jigreement so that such tract is not comninted to mk ngmemait, or aV npmmVn Hmmfl»iPi»,l« ^^rfa-M- M „ r̂ mft tfHTfif rm-h Iran may bf 
eliminated from the mitized area, and the interest of the patties readjusted tn a rg-antt ot «nrh trant hring ̂ in.injuxl flw miHr** cry, In the evem of a dispute as to 
the tiifc to aay loyalty, workmg. cro 
involved on account thereof, wuhctn babihry for inteic* 
withheld. Umt Operator, as such, is relieved from any responsrtnlrly for any detect or failure of any title hereunder 

22. SUBSEQUENT JOINDER. Any oil or gas interest in lands wtthm the unit area not cotmmtted hereto, prior to the submission ofthe agreement for final approval by 
the Commissioner and the Division, may be committed hereto bv the owner or owners of men rights, mhscrihm^ or mrĤ rrmg m ihi. m̂ rrm*** nr a 
ratification thereof, and if such owner is also a working interest owner, bv subscribing tn the operating agnomen pmv̂ ling for ty atu^nq of on̂ y of exploration, 
ctevetopment, and operation. A subsequent joinder shaD be effective as cf the first day of the month following the approval by the Conmnssnoer and the filing with the 
Division of dury executed coin* 
participating m any benefits tiereundcr, shaH be required to assume and pay to tmit operator, their proportionate share of the unit expenses incurred prior to such party's 
or parties joinder in the unit agreement, and uV umt operator shall make appropriate adjustments caused by such jemder, without any refroactrve ar̂ ustmert 

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 landing upon all those parties who have executed such a counterpart, ratification, 
or consent hereto with the same force aid effect as if an sue* parte 
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. 

[Note - Signature pages follow.] 



UNIT OPERATOR AND WORKING INTEREST OWNER 

By 

BUSINESS ENTITY SIGNATURE OF OFFICER 

Address Date of Execution 

STATE OF ) 
) SS. 

COUNTYOF ) 

Acknowledgment ia an Individual Capacity 

This instrument was acknowledged before me on Date 

by 
Name(s) of Persons) 

(Seal) Signature of Notarial Officer 

My commission expires: 

Acknowledgment in a Representative Capacity 

This instrument was acknowledged before me on Date 

by 
Name(s) of Person(s) 

as of 

Type of authority, e.g., officer, trustee, etc Name of party on behalf of whom instrument was executed 

( S e a l ) Signa_e of No_al Officer 

My commission expires: 



SEE ATTACHED EXHIBIT "A". MAP OF UNIT AREA 

PARIS DRAW EXPLORATORY UNIT 

EDDY COUNTY, NEW MEXICO 

FEDERAL LANDS 

STATE LANDS 

FEE LANDS 

TRACT NUMBERS 

UNIT OUTLINE = *********** 





EXHIBIT "B". SCHEDULE OF OWNERSHIP 

SEE ATTACHED EXHIBIT "B" 

Schedule Showing All Lands and Leases 

Within the PARIS DRAW EXPLORATORY UNIT 

Eddy County, NEW MEXICO 

m r? A cr? A i~r A r n c i i r - rnrc ur i -rrr T I rr? rv»i i r \« 'rxi/-* ix i rv ti> t M * TUMWT A C r v m n i T - n " 

TRACT DESCRIPTION ACRES SERIAL BASK LESSEE OVERRIDING WORKING 
NUMBER OF NUMBER AND ROYALTY OF ROYALTY INTEREST 

LANDS EXPIRATION AND RECORD AND AND 
DATE PERCENTAGE PERCENTAGE PERCENTAGE 

RECAPITULATION 

6,193.48 Acres of State of New Mexico Lands = 90.6343472 % 

640.00 Acres of Federal (BLM) Lands = 9.3656528% 

TOTAL 6,833.48 Acres 100.0000000% 













oe I 
? 

|T
o
tab

: 

l 
0 "*» 
z 

1 

I 
I 
i 

o 

1 

H 

i 
! 

.5 

f 
? 

d 

I 
if 

i 
| 

H 

6 
jr 
to 

«• 

si 
i 
F 
z 
s 

I 
I 
2. 

| un 

45 1 1 r 

i s 
fc 

§ 
8 

s-
_ 
_ 

L 

f 
s, 
f 

i 
i 

f 
0 -*( 

r 

i 

r 
0 

-*» 

f 
| 

f i s 
§ 

s 

i 
I s 

© 

s 
© 

s 
1 
I 

1 
sr 

1 
a, 

f 

i 

f 
2, 
z 

1 
p 

I 
z 

1 

mi gm 

1 
1 
* 
i 

! 

ft n 

t 

i 
o 

l 
1 I 

| J 

0 —» 
f 

1 
1H 

i 

i 

i 
1 
i i 

f 
i 

0 
s 

i 

P 

f 
1 
i 
9 

s 

I 

1 
I 
o 
a 

$ 

§ 
! 
• 4 

h 

1 

t 
f 
£ 

0 

1 
N 

i 

1 
Si 

-

! 

2. 
_-
S 

1 

r 
9 

1 

I I i 
1-4 
f 
n 

P 

1 

f 
t 

O
verrid

in
g

 R
o

yalty
 and

 P
ercen

tag
e
 

t 

i i 
i 

BT 

r 

i 

f 

1 
B 

i 

f 

§ 

i 

f 
r 

l 
* 
5? • e * 

1 

00 

s 

i 
§ 

i 

_ 

r 
f • 2 

5 

3 

I 

i 

| 
W

o
rkin

g
 In

terest and
 P

ercen
tag

e
 1

 



EXHIBIT "C". SCHEDULE OF TRACT PARTICIPATION 

Tract Number Unit Participation Percentage 

1 9.3656528 
2 4.6828263 
3 4.6828263 
4 4.6828263 
5 8.7802994 
6 4.6547294 
7 4.6828263 
8 4.6828263 
9 4.6828263 
10 4.6828263 
11 4.6828263 
12 4.6828263 
13 4.6828263 
14 4.6828263 
15 4.6828263 
16 4.6828263 
17 7.0242395 
18 4.6828263 
19 4.6155107 

Total: 100.0000000 



PARALLEL PETROLEUM CORP. 

GEOLOGY OF 
PARIS DRAW (WOLFCAMP) EXPLORATORY UNIT 

T-16-S R-23/ 24-E 
EDDY COUNTY, NEW MEXICO 

Parallel Petroleum Corp. proposes the formation of an exploratory 
state unit consisting of 6833.48 acres in portions of T-16-S, R-23-E 
and R-24-E of Eddy County, New Mexico (see Unit Agreement: Paris 
Draw Exploratory Unit Area document). The proposed unit is situated 
along the western boundary of a major resource play, which is actively 
being developed, by a number of major operators. The target for this 
play is gas charged porosity developed within shelf carbonates of 
upper Wolfcamp age. Because of the continuity of this porosity over an 
area of several hundred square miles, this gas filled reservoir is being 
exploited by horizontal drilling methods similar to those used in other 
major resource plays. 

LITHOLOGY AND DEPOSITIONAL ENVIRONMENT 

An extensive area of gas filled porosity has been recognized in 
northwestern Eddy County since operators in the 1970's attempted to 
extend Pennsylvanian (Morrow) production in this portion of the 
county. Very few wells encountered economic production within the 
Morrow formation. Many of these wells did however, encounter 
hydrocarbon (gas shows) within a carbonate sequence situated 
immediately beneath the main Abo backreef carbonates. Completion 
attempts within this porosity typically yielded poor flow rates of 
natural gas in non-commercial volumes. Numerous gas fields were 
eventually established including: Cottonwood Creek; Cottonwood 
Creek, East; Cottonwood Creek, West; Eagle Creek; High Hope; High 
Hope, East, Collins Ranch; Collins Ranch N.E., Gopher; Antelope Sink; 
Antelope Sink, West; and Runyon Ranch. Detailed log correlations 
between these fields, which define a fairway with dimensions of 
approximately 30 miles by 8 miles, suggested that all production was 
developed within the same carbonate interval. Open hole log and 
mudlog records of the untested wells (mostly dry holes) situated 
between these fields demonstrate that extensive reservoir continuity 
exists between all of these fields. 
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Based on the distribution of these fields and the widespread 
occurrence of porosity, a probable depositional setting for this 
reservoir is an open to restricted platform environment behind a 
Wolfcamp platform margin situated basinward (southeast) from the 
production. This platform would have formed as part of the Northwest 
Shelf (landward along the northwest margin of the Delaware Basin). 
Cores and open hole logs indicate the porosity is typically overlain by 
anhydrite filled dolomitic carbonates. Well control located to the 
northwest suggests that the gas filled porosity becomes increasingly 
occluded by anhydrite in that direction (in response to the increasingly 
more saline conditions). It seems probable that up-dip anhydrite-filled 
porosity is the stratigraphic trap responsible for this hydrocarbon filled 
play. 

Porosity within this play occurs as 2' to 10' thick "spiky" (5% to 14%) 
units separated by low porosity dolomites and limestones. Core 
analysis indicates the presence of intercrystalline porosity, probably 
related to diagenetic alteration of limestone to dolomite. These 
porosity events occur within an overall gross interval of 30' to 60'. This 
gross interval typically becomes the lateral target for drilling 
operations. 

Encountering fracture porosity within the target zone has been 
determined to be an enhancement to productivity and overall ultimate 
gas recoveries. Oriented core analysis, micro-seismic monitoring and 
FMI logs within the play, all suggest a roughly northeast-southwest 
natural fracture orientation. Most operators have re-designed well path 
orientation from north-south to east west in order to maximize 
potential fracture encounters in laterals. The importance of fracture 
encounters was recognized when well performance could not be 
predicted based on the overall thickness of and total matrix porosity as 
determined by logs within the target zone. On Cross-section A-A', the 
log porosity and zone thickness encountered in the LCX 1724 Kincaid 
111 does not appear significantly different than that in the Perenco 
State 1624 #291 well or the EOG Colorado "8" 22 Federal #1H (on 
Cross-section B-B'), yet it's productivity is magnitudes better than any 
of the wells included on both cross-sections. 
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CHARACTERISTICS 

Although over 200 wells have been permitted and/or drilled to date 
within this play, many questions remain unanswered regarding key 
elements and characteristics. 

As previously described, the up-dip reservoir limits are largely 
undefined. Very little well control exists along this boundary. Based on 
the model that anhydrite occluded porosity increases in the up-dip 
direction, currently unanswered questions are: Where is the up-dip 
economic limit/boundary of the play if reserves become increasingly 
poor in that direction? Also: in conjunction with the complexity of the 
porosity types, what are the expected reserves per well and what is 
the effective drainage area per well? EOG Resources is actively drilling 
a number of sections on 160 acre spacing. Pressure data has not been 
made public from these wells to conclude whether they are in 
communication or not. These are questions that will hopefully be 
addressed in part by the OCD approving of Parallel's request to form 
this exploratory drilling unit. 

Dip determination is critical for the planning and design of each lateral 
to keep the well path within or at least proximal to the target porosity 
horizon. A structure map of the top of the Wolfcamp shale provides the 
most regionally consistent mapping surface from which to determine 
the correct attitude of the target zone. This shale represents a 
regionally deposited zone from which true structural dip across the 
proposed unit can most accurately be established. 

PROPOSAL 

The Paris Draw (Wol fcamp) Unit (as proposed) seeks to promote 
the orderly development of gas resources as found within the 
Wolfcamp reservoir as described. The well control developed by drilling 
within this unit will aid in answering a number of economic and 
geologic questions regarding this resource play. It is the opinion of the 
applicant (Parallel Petroleum Corp.) that OCD approval of this unit will 
prevent waste and protect the correlative rights of Parallel Petroleum 
and its partners. 


