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THIS AGREEMENT, c¢ntered into as of the _15th day of _January

1979 , by and between the parties subscribiny, ratifying, or consenting hereto,
and herein referred to as the '"parties hercto,"
WITNESSEDE :

WHEREAS, the parties héreto‘are the ownirs of working, royalfy, or other
0il and gas intercsts in the unit area subjoct to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stét. 437, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collec£ively adopting and opérating a cooperative or unit plan of development or
operation of any oil or gas pool, field, or like area, or any part thereof for the
purpose of more properly conscrving the natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or advissble in the
public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Lrogislature (Sec. 7-11-29 N.M. Statutes 1953 Anuotated)
to consent to or approve this agreement on behalf of the State of New Mexico, insofar
as it covers and includes lands ard mineral interest of the State of New Mexico; and,

WHEREAS, the 0il Conservation Commission of the State of New Mexico is author-
ized by an Act of the Legislature (Chapter 72, lLawc of 1935, as amended by Chapter
193, Laws of 1937; Chapter 166,laws of 19415 and Chapter 168, Laws of 1949) to ap-
prove this agreement and the conservation provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

North Texas Hills . Unit Ar«a covering the land hereinafter des-

cribed to give reasonably effective control oi operations therein; and
WHEREAS, it is the purpose of the partics hereto to conserve natural resources,
prevent waste, and secure other benefits obtainable through development and operation

of the arca subject to this agreement under the torms, conditions, and limitations



herein ot torth;
NOW, THERVFORK, in concideration of e prymis s and the promices herein
contained, the partics hercto commit to thic e ment the ir respective interests

in the boelow-define d anit arca, cend agroe oooverad by cemongg themselves as follows:

1. BUABLING ACT AL WEOUTATTONS. "o Ui eal deacing Act of February, 29,
1920, as amenled, cupra, and <11 valid pertine:. ;ugulutions. including operating
and unit plan regalations, hretoetforn jooe 4 *ooroasder or valid, pertinent, and
reasonable regulations hercartor issued thereador are accepted and made a part of

. T

this agreement as to Fod-ral lanis, provided o regulations are not inconcistent
.with the terms of this agreements and as to non-ihaderal lands, the oil and gas
operating rogulations in o ffeet an of the <1t tive dute hercof governing drilling
and producing oprrations, not inconsictent with th. terme hercof or the laws of the
State in which the ron-t-deral land is locatesd, -r-- hercby accepted and made a part
of this agrecment.

2. UNIT ARSA. The following descrited lund is hefnby designatced and recog-

nized as constituting the unit arca:

T-21-S, R-21-E, NMPM
Secs. 16, 17, 20, 21,
28| 29, 32, 333 All

Containing 5,120.00 acres,
more or less.,

Exhibit "A" attached hereto is a map ghowing th unit area and the boundaries and

indentity of tructs and leascs in said ar-a to the xtent known to the Unit Cperator.

Exhibit "B" attached hereto is a scheduls sﬁowiug to the extent kanown to the Unit
Operator the¢ acreag:, percentage, and kind of own-rship of oil and gas interests

in all land in the unit arca. However, nothing hwroin‘ur_in said cchedule or map
shall be constrivad as a represontatio:n by any party hercto as to the ownership of
any interest other than such interest or intercsts as are shown in said map cr
schedule ac owned by such party.  Exhibite "A"™ and '"B" shall be revised by the Unit
Operator whonever chamges in toe unit area rondor cuch revision nacessary when re-
quested by the Oil and Gas Sup rvisor, hercinatccr referred to as "Supervisor," or

when requestoed by the Commicsisner of Public Lands of the State of New Maexice,




hereinafter reterred to as "Land Commissioner," and not less than five (5) copies
of the revised Bxhibits shall be filed with the Supervisor and one (1) copy therc-
of shall be filed with the DLand Commissioner, and one (1) copy with the Hew Mexico
0il Conservation Commission, hercinafter referrcd to as “"State Commission."

The above-described unit area shall, when practicable, be expanded to include
therein any additional lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be necessary or advisable to conform with the
burposes of this agreement. OSuch expansion or contraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director," or on demand of the Land
Comﬁissioner, after preliminary concurrcnce by the Director, shall preparc a notice
of proposed expansion or contréction describing the contemplated changes in *he
boundaries o! the unit area, the reasons therefor, and the proposed effective date
thereof, preferably, the first day of a month subsequent to the date of notice.

| (b) Said notice shall be delivered to the Supervisor, the Land Commissioner
and the_State Commission, and copies thereof mailed to the last known address of
each working-intcrest owner, lessee, and lessor whose interests arc affected, ad-
vising that thirty (30) days w21l be allowed for submission to the Unit Operator of
any objections.

(c) UponAexpiration of the 30-day period provided in the preceding item
(b) hereof, Unit Opcerator shall file with the Supervisor, the Land Commissioner,
and the State Commission, evidence of mailing of the notice of expansion or con-
traction and a copy of any objections ther«to which have been filed with the Unit
Operator, together with an application in sufficient number, for approval of
such expansicn or contraction and with appropriate joinders.

(d) After duc consideration of all pertinent information, the cxpansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner, and State
Commission, become effective as of the date prescribed in the notice thereof.

(e) All lcgal subdivisions of lands (i.c., 40 acres by Government survey
or its nearect 15t or tract equivalent; in instanées of irregular surveys unusually
large lots or tracts shall be considered in multiples of 40.acres or the nearest
aliquot equivalent thercof), no parts‘éf which are entitled to br: in a participating
area on or before the fifth anniversary of the effective date of the firét initial
participating area cstabliched under this unit agrecment; shall be eliminated auto-.

matically from this agreement, offective as of saild fifth anniversary, and such lands




shall »~ longer be o part of the anit area and shnll no longer be subject to

this agreement, unless diligent drilling oporations are in progress on unitized
lands not ontitled ‘o particijabtion on caid Uifth anuiversary, in which event all
such lands shall remain subioet hercto for oo 1 o oas guch drilling operaticons
are continucd diligently, witi not more than - dagu' time clapsing between the
completion o! one such well ane the commenc o b of the next such well. Al legal
subdivisions of lands not entitled to be in u'pur:iciputing.arca within 10 years
after the effective date of the first initial participating area approved under
this agreu@ent shall be automatically ~liminai. i frum this agrerement as of said
tenth anniversary. All lands proved productive. vy ailigent drilling operations
after the afcresaid five-year period chall boooue participating in the same
manner as during said five-jyear périod. llowever, when such diligent drilling
operations cease, all non-participating ]nnug hall be automatically eliminated
effective as of the 91st day thercatter.  The unit operator shall within 90 days
after the effective date of any ~limiration hsrounder, doécribe the area so ~li-
minated to the satisfaction of the Supcrvisor snd the Land Commissioner and
promptly notify all partics in.intcrest.

If conditions warrant entension of the v r-vear period specified in this
subsection 2 (e), a single extonsion of not to <xeerd two years may be accomplished
by consent of the owners of 90L of the working int.-rests in the current non-parti-
cipating unitized lands and the owncrs of £UJ o the basic royalty interests
(exclusive of the basic royalty intcrests of the United States) in non-participating
unitized lanids with approval of the Director ard ifand Commissioner, provided such
extension application is submitted to the Dircctor and the Land Commissioner not
later then 60 days prior to the ecxpiration ol said ten-year period.

Any expansion of the unit arsa pursuant to this section which enbraces
lands therctofore eliminated pursuant to this subsection 2 (e) shall not be son-

sidered automatic commitment or recommitment of suchk lands.

3. UNITIZED LAND AND UI'TTIZED SUBSTAIICYS. All land committed to thia
agreement shall constitute lanc referred to hercin as "unitized land" or "land -
subject to this agreement." A1l 0il and gas in any and all formations of the

unitized land are unitized under the terms of this agreement and hercin are called

.
.

"unitized substances.'

b, UNIT OPERATOR. YATES PETROLEUM CORPCRATION

is hereby designated as Unit Operator and by signature hereto as Unit Operator
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agrees and concents to accept e dutics and oblipntions of Unil Operator for the
discovery, development, and production ot unitizd substances as herein provided,
Whenever referonce {s made heroin to the Unit Operator, such reference means the
Unit Operator acting in th- capacity and not as an owner of interest in unitized
substances, and the tfrm "working-interest cowner'" when used shall include or
refer to Unit Operator as the owner of a working intercst when eguch an interest
is owned by it.

5. RESIGNATION On REMOVAL OF UNIT QPFKATCOR. Unit Operator shall have the

right to résign at any time prior to the c¢stablishment of a participating arca or
areas hercunder, but such resignation shall not bLecome effective so as to reiease |
Unit Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all working-interest owhers and the
Supervisor and the lLand Commissioner, and until all wells then drilled hereunder
are placed in a satisfactory condition for suspension or abandonment‘whichcvur is
required by the Supervisor as to Fedrral lands and the State Commission as to State
lands, unless a new Unit Operator shall have been selected and approved and shall
have taken over and assumed the duties and obligutions of Unit Operator prior to
the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject to

1

like limitations as above provided at any time a participating arca established

hereunder is in existence, but. in all instances of resignation or removal, until
é successor unit operator is sclected and approved as hereinafter provided, the
working-interest owners shall be Jointly recporsible for performance of the duties
of unit operator, and shall not later than 20 days before such resignation or re-
moval becomes effective appoint a common agent to represent them in any action td
be taken hereunder. |

The resignation of Unit Operator shall not release Unit Operator from any
liability for any default by it hereunder occurring priof to the effective date
of its resignation.

The Unit Operator may, upén 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 as herein provided for the selection of a new
Unit Operator. Such removal skall be effective upon notice thereof to the Supervisor

and the Land Commissioner.




The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest or
other intercst in unitized substanecs; but wpon the resignation or removal or Unit
Operator boecoming etleative, such Unit Operator shall deliver possession of all
wells, equipment, ma‘wrials, and appurtenances used in conducting the unit opcra-
tions to the new duly qualitfi~d successor Unit Op-rator or to the common agent,
if no such new Unit Operator is eléctcd, to b; nsed for the purpoce of conducting
unit operations hereunder. Nothing herein shall be construed as authorizing re-
moval of aﬂy material, equipment, and appurtcnances needed for the preservation of
any wells.

6. SUCCESSOR UNIT OPERATOR. Whencver the Unit Operator shall tender his

or its resigration as Unit Opcrator or shall be removed as hereinabove provided,
or a change cf Unit Operator is negotiated by working-interest owneré, the owners ~
of the working interests in the participating area or areas according to their re-
spective acreage intercests in such participating area or areas, or until a parti-
cipating area shall have been e¢stablished, the owners of the working interests
according to their respective acreage interests in all unitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a majority
but less than 75 per cent of the working interests qualified to vote arc owncd by
one party to this agreement, a concurring vote of cne or more additional working
interest owners shall be required to select a néw cperator. Such selection shall
not become effective until

(a) a Unit Operator so selected shall accept in writing the duties ard
respoﬁsibilities of Unit Operator, and

(b) the selection shall have been approved by the Sﬁpervisor and approved
by the Land Commissioncr.

If no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declarc this unit

agreement terminated.

7. ACCOUNTING PROVISTONS AND UNIT OPERATING AGREFMENT. If the Unit 0pe}ator
is not the sole-owncr of working interests, costs, and expenses incurred by Unit
Operator in conducting unit operations hercund~r shall be paid and apportioncd
among and borne by the owners of working intercsts, all in accordance with tre
agreerient or agreements enterco into by and between the Unit Operator and the
owners ot working intceresto, whaether one or more, scparately or collectively. Any

agreement or agreements onteree into between the working-interest owners and the



Unit Operator as provided in this scection, whether one or more, are herein referred
to as the "unit operating agreement." Such unit operating agreement shall also
provide the manncr in which the working-intcrest owners shall be entitled to re=-
ceive their respective proportionate and allocated share of the benefits accruing

hereto in conformity with their underlying operating agreements, leases, or other

independent contracts, and such other rights and ovligations as between Unit Operator

and the working-intercst owners as may be agr-<d upon by Unit Operator and the

- working-interest owners; however, no such unit operating agreement shall be deemed
either to modify any of the terms and conditionsmof this unit agreement or £o re-
. lieve the Unit Operator of any right or obligation established under this unit
agreement, aﬁd in case of any inconsistendy or conflict between this unit agreement
and the unit operating agreement, this unit agreomént shall govern. Three true
copies of any unit operating agroehent executed pursuant to this section should -
be filed with the Supervisor and one true copy with the Land Commissioner, prior to
approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPFRATOR. Except as otherwise spzcifically

provided herein, the exclusive right, privilege and duty of exercising any and all
) rightslof the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances ar: here-
by delegated to and shall be zxercised by the Unit Operafor as herein provided.
Acceptable cvidence of title to said rights shall be deposited with said Unit Opera-
tor and, together with this agreemcnt, shall constitute and define the'rights,
privileges, and obligations of Unit Opecrator. lNothing herein, however, shall be
construed to transfer title to any land or to any lease or operating agreement,

it being understodod that‘under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use vested in the

' pérties hereto only for the puréoses herein specified.

9. DRILLING TO DISCOVERY. Within six (%) months after the effective date

hereof, the Unit Opcrator chall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, unless on such effeétive date a well is being drilled conformably with
the terms hereof, and thercafter continue such drilling diligently until the

top 200 (two hundred) feet of the Mississippian formation has been

tested , or until at a lescer

depth unitized substances shnall be discovercd which can be produced in payirg




guantitics (to-wit: quantition cufricient toopopny the costs of drilling, complet-
ing and producing operations, with & roaconnel profit) ur the Unit Operator shall,
at any time, establich ‘o the cuticfqetion 0 e Oopervicor if on Federal land, or

the Land Commissioncr it on State land, that Daether deilling of saiu well would
be unwarranted or impracticat i proviel 4, ooy that Undit Operntor shall not,

in any event, be reguirod to drill codd well Lo oo dopth in excess of 8,100

—

feet. Until th. diccovery ol a2 leposit ot < 4 substances capable of being
“produced in paying quantitirz, the Upit Operator shall continue drilling diligently
one well at a time, allewing not more: than iz ’és monthe brtween the completion
of one wrll and the beginning o1 the next well, uniil a well capable of producing
unitized substances in paying quantitics ic complrted to the satisfaction of said
Supervisor if it be on Federal land or of the Land Commissioner if on State land,
or until it is reasonably proved that the unitized land is incapable of producing
unitized substances in paying quantitics i:. the formations drillevd hercunder.
Nothing in this section shall be deemed to limit the right of the Uﬁit Cperator to
reéign as provided in Scction 5 hercof, or ac reguiring Unit Operator to commence
or continue any drilling during the period pending such resignation becoming ef-
fectivé in order to comply wia the requirerments o7 this section. The Director
and Laﬁd Commissioner may modify the drilling roquirements of this section by
granting rezsonable uxtgnsionu of time wheén, in their opinion, such action is
warranted.

Upon railure to commvnce'any well provid i tor in this section within the
time allowed, including any «:ittension of time grantoed by the Supervisor and the
Land Commissioner, this agre~n.nt will automntically terminate; upon failure to
continue drilling diligently aay well commencd hercunder, the Supervisor and the
Land Commiscioner may, after 15-days notice to the Unit Operator, declare this

unit agreement terminated.

10. PLAN OF FURTHER DEVELCPMENT AND OPERATION. Within six (6) months after

completion of a well capable of producing unitized substances in paying quantities,

the Unit Operator shall submit for the approval of the Supervisor, the Land |
Commissiéner, and State Commission an acceptable plan of development and oﬁeration

for the unitized land which, when approved bj the Supervisor, the Land Commissioner,

and State Commission, shall constitute ‘the further drilling and operating obligations
of the Unit Operator under this agreement for the period specified therein. Thereafter,

.

from time to time before the expiration of any existing plan, the Unit Operator shall



submit for the approval of the Supervisor, the lLand Commissioner, and State Commission
a plan for an additional specified period for the development and operation of the
unitized land.

Any plan submitted pursuant to this section shall provide for the exploration
of the unitized area and for the diligent drilling necessary for determination of
the area or areas thereof capabls of producing unitized substances in paying
quantities in each and every proiuctive formation and shall be as complete and
adgquate as the Supervisor, the Land Commissioner, and State Commission may determine
"to be necessary for timely development and proper conservation of the oil and gas
resources of the unitized area and shall: .

(a) specify the number and locations of any wells to be drilled and the
proposed order and time for such drilliné; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources. Separatsz
plans may be submitted for separate productive zones, subject to the approval of
the Supervisor, the Land Commissioner, and State Commission.

Plans shall be modified or supplemented when necessary to meet changed conditions
~ or to protect the interests of all parties to this agreement. Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of develop-
ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable
extension of the six-month period herein prescribed for submission of an initial
plan of development where such action is justified because of unusual conditions
or circumstances. After completion hereunder of a well capable of producing any
unitized substance in paying quantities, no further wells, except such as may bve
necessary to afford protection against operations not under this agreement and such
as may be specificélly approved by the Supervisor, the Land Commissioner, and State
Commission, shzll be drilled except in accordance with a plan of development approved
as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro-

ducing unitized substances in paring quantities or as soon thereafter as required by
the Supervisor, the Land Commissioner, or the State Commiséion, the Unit Operator
shall submit for approval by the Supervisor, the Land Commissioner, and Stéte
Commission a schedule, based on subdivisions of the public-land survey or aliquot
parts thereof, of all land then regarded as reasonabiy proved to be productive in
paying quantities; all lands in said schedule on approval of the Supervisor, the

Land Commissioner, and State Commission to constitute a participating area, effective



as of the date of completion of such well or the eftfecltive date of this unit agreement,
whichever is later. The acreages of both Federal and non-Federal lands shall be
based upon appropriatle éomputations from the courses and distances shown on the last
approved public-land survey as ot the effective date of each initial participating
area. Said schedule shall also set forth the percentage of unitized substances to be
allocated as herein provided to each tract in the participating area so established,
and shall gévern the allocation of production commencing with the effective date
of the participating area. A separate participating area shall be establishéd for
each separate pool or deposit of unitized substances or for any group thereof which
is produced as a single pool or zone, and any two or more participating areas so
established may be combined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Commission. When production from iwo or more participating
areas, so established, is subsequiently found to be from a common pool or deposit
said participating areas shall b= combined into one, effective as of such appropriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
State Commission. The participating area or areas so established shall be revised
from time to time, subject to like approval, to include additional land then regarded
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or to exclude land then regarded as reasonably proved not to be productive
in paying guan*ities and the schedule of allocation percentages shall be revised
accordingly. The‘effectivé date of any revision shall be the first of the month in
which is obtained the knowledge or information on which such revision is predi:zated,
provided, however, that a more appropriate effective date may be used if justified by
the Unit Operator and approved by the Supervisor, the Land Commissioner, and State
Commission. No land shall be excluded from a participating area on account of de-
pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on which the participating area is based are abandioned.

It is the intent of this section that a participating area shall represent the
area known or reasdnably estimated to be productive in paying quantities; but regard-
less of any revision of the participating area, nothing herein contained shall be
construed as requiring any retroactive adjustment for production obtained prior to
the effective date of-the revision of the participating area.

In the absence of agreement at any'time between the Unit Opérator and the
Supervisor, the Land Commissioner, and State Commission, as to the proper definition

or redefinition of a participating area, or until a participating area has, or areas

-10-



have, been establicshed as provided herein, the portion of all payments affecled
thereby shall be impounded in a manner mutuanlly acceptable to the owners of working
interests and the Supervisor and the Land Commicsioner. Royalties due the United
States shall be determinéd by the Supervisor for Federal lands and the lLand Commis-
sioner for the State lands and tlie amount thereof shall be deposited, as‘directed by
the Supervisor and the Land Commissioner, to be held as unearned money until a
participating area is finally approved and then applied as earned or returned in
accordance with a determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor, the Land
Commissioner, and State Commission that a well drilled under this agreement is not
capable of production in paying quantities and inclusion of the land.on which it is
situated in a participating area is unwarranted, production from such well shall,
fo:r the purposes of settlement among all parties other than working-~interest owners,
be allocatéd to the land on which the well is located unless such land is already
within the participating area eslablished for the pool or deposit from which such
production is obtained. Settlemant for working interest benefits from such a well
shall be made as provided in the unit operating agreement.

Determination as to whether a well completed within the Unit Area prior to the
effective date of this agreement is capable of producing unitized substances in paying
quentities shall be deferred until an initial participating area is established as a
result of the completion of a well for production in paying quantities in accordance
with Section 9 hereof.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from each

participating area established under this agreement, except any part thereof used in
conformity with good operating practices within the unitized area for drilling, opera-
ting, camp, and other production or development purposes, for repressuring or
recycling in accordance with a plan of development approved by the Supervisor, Land
Commissioner, and State Commission, or unavoidable lost, shall be deemed to be pro-
duced equally on an acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of determining
any benefits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the numbér of acres of such
tract included in said.participating area bears to the total acres of unitized

land in said participating area, except that allocation of production hereunder

for purposes other than for settlement of the royalty, overriding royalty, or

payrnent out of production obligations of the respective working-interest owners,

sha’l be on the basis prescribed in the unit operating agreement wﬁether in con-

formity with the basis of allocation herein cet forth or otherwise. It is hereby

-11-




agreed that production ol unitized substanc. o tfrom a participating area shall be

allocated as provided herodin ropardleons of wh«thwf any wells are drilled on any

particular part or tract ot caild participating nrca. I any gas produced from

one participating arca is urod for repressuring or recycling purposes in another

participating area, the tirst gas withdrawn from such last-mentioned participating
$

area for sal» during th. 1ite of thic agre-nment chall be considered to be th: gas

s0 transtorred until an amount ~qual to that transf.rred shall be so produced for

sale and such gas shall be allocatsd to the_participating area from which initially

produced as such area was last defined at the time of such final production.

13. DOLVELOPH@NT OR OPERATION OF NON-PARTICIPATING TAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any uritized land having
thereon a regular well location may with the approval of the Supervisor and the
Land Commissioner, at such party's éole risk, costs, and expense, drill a woeil to
test any formation for which a participating arca has not.been establish<d or to
test any formation fér which a participating ar:a has been e¢stablished if such
location is not within said participating area, unless within 90 days of rece:ipt

of notice from saidl party of his intention to drill the well the Unit Operator
elects and commences to drill such a well in like manner as other wells are drilled
by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working-interest owner resulits on
production such that the land upon which it is situated may properly be included
in a participating arca, such participating ar-a chall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit op:rating
agreement.

If any well drilled as aforesaid by a working-interest owner obtains pro-
duction in quantities irnsufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirement: of
this agreement. The royalties in amount or value of production from any such well
shall be paia as specified in the underlying lcase and agreements affected.

14, ROYALTY SETTLEMENT. The United States and any State and any royalty

«

owner who is entitled to take in kind a share of the substances now unitized here-
under shall hercafter be entitled to the right to take in kind itse chare of the

unitized substances, and the Unit Operator, or the vworking-int rest owner in case



of the opcration ot a well by o working-interi ot owner as herein provided for in
special cases, shall make deliveries of such royalty chare taken in kind in con-
formity with the applicable contracts, laws, and regulations.  Scttlement ror roy-
alty intercst not taken in kind snall be made by working-int.rest owners resronsible
therefor under existing contracts, laws, and rogulations, or by the Unit Operator,
on or before the last day of cach month for unitivod substances produced during

the preceding calendar month; provided, however, that nothing herein containcd

shall operate to relicve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases.,

If gas obtained from lards not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation cf
production, or increasing ultimate recovery, in conformity with a plan of opera-
tions approved by the Superviscr and the Land Commiscicner, a like amount of gas,
after settlement as herein provided for any gas transterred from any other parti-
cipating area and with appropriate deduction for loss from any cause, may be with-
dfawn from the formation into which the gas is introduced, royalty frec as to dry
gas, but not as to any products which may bs ecxtracted theretfrom; provided that
such withdrawal shall be at such timec as may be provided in the approved plan of
operations or as may otherwise be ccnsented to by the Supervisor and the Land
Commissicner as conforming to good petroleum enginesring practice; and provided
further, that such right of withdrawal shall terminate on the termination of this
unit agreement.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value cr delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as provided
herein at ﬁhe rates specified in the respective Federal'leases, or at such lcwer
raté or rates as may be authorized by law or regulation; provided, that for leases
on which the royalty rate depends on the daiiy avirage production per well, said
average production shall be determined in accordance with the operating regulations
as though each participating area were a single¢ consolidated leas=z.

Royalty due on account of State lands shall be computed and paid on° the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royaltices due on leases committed

hereto shall be paid by working-interest owncers responsible therefor under existing

contracts, laws, and regulations, provided that nothing herein contained shall




operate to rlircve the lecoees of any land from their respective lease obligations
for the payment of any rental or minimuam royalty due under their leases.  Rental
or minimum royalty for lands of the United States subject to this agrecement chall
be paid at the rate specified in the respective leanes trom the United States un-
less such rertal or minimum roralty is waived, cuspended, or roduced by law or by
approval of the Secretary or his «duly authoerized representative.

Rentals on State of New Mexico lanis cubjoct to this agreement shall be
paid at the rates specificd in the respective leascs.

With respect to any lease on non-F-deral land containing provisions which
would terminate such lease unless drilling opcrations are commenced upon the land
covered thereby within the time therein speciti-d or reatals are paid for the pri-
vilege of deferring such drilling operations, th: rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and be-
come payable during the term thercof as extendced by this agreement and until the
required drilling operations are commenced upen the land coverad thereby or until
some-portion of such land is included within a participating areca.

16. CCNSERVATION. Operations hercunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of
said substances withoat waste, as definea by or pirsuant to State or Foderal law
or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the Suﬁﬂrvisor
and Land Commissioner deem appropriate and adoeguat. to prevent drainage of unitized

substances from unitized land bty wells on land not subject to this agreement.

18. LEASES AND CONTRACTS COUFORMED AND FXTERDED. The terms, conditiors,

and provisions of all ledses, subleases, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hercby expressly modified and amended to the extent necessary to male the
same conform to the provisions hereof, but othcerwise to remain in full force and
effect; and the pdrties hereto hereby consent that the Secretary, as to Federal
leases and the Land Commissioner, as to State leases, shall and each by his zp-
proval hereof, of by the approval hereof by his duly authorized representative,

does hereby cstablish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royalty rcquircments of Fcederal and State leases committed
hereto and the regulations in respect thercto to conform said requiremenfs to the

provisions of this agreement, ond without limiting the generality of the foregoing,.

~14-




4.

all leases, subleases, and contracly are particularly moditicd in accordunce with

the following:

{(a) The development and operation of lands subject to this agreement under
the terms therof shail be decmed tull performance of all obligations for develop-
ment and operation with rcespect to each aund every ceparately owned tract subject
to this agreement, rugardless of whether there is any development of any particu-
lar tract of the unit area.

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

(c) Suspension of drilling or producing opcrations on all unitized luands
pu-suant to direction or consent of the Secretary and the Land Commiséioner, or
his duly authorized representative, shall be decmed to constitute such suspension
pursuant to such direction or ronsent as to each and every tract of uhitizcd land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lands.

(d) Tach lease, sublease, or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United
States and State of New Mexico committed to this agrcement, which, by its terms
might expire prior to the termination of this agreement, is hereby extended beyond
any such terms so provided therein sc that it shall be continued in full force and
effect for arnd during the term of this agreement.

(e) Any Federal lease Tor a fixed term of twenty (20) years or any renewal
thereof or any part of such lease which is mad~ subject to this agfeement shall con-
tinue in force beyond the term provided therein until thevtermination hereof. Aﬁy
other Federal lease committed hereto shall continue in force beyond the term so
provided therein or by law as Lo the land committed so long as such lease remains
subject hereto, provided that production is had in paying quantitics under this unit
agreement prior to the expiration date of the term of such lease, or in the event
actual drilling operations arc cémmonced on unitizced land, in'accordance with the
provisions of this agrecment, prior.to the end of the primary term of such loase
and are being diligently prosecuted at that time, such leasc shall be extendcd for

two years and so long thereafler as oil or gas is produced in paying quantities in
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accordance with the provisions ot the Mineral leasing Act Revision of 1960.

(f) Each sublease or ¢ontract relating to the operation and development of
unitized substances from lands of the United Stutes committed to this agreement,
which by its terms would expire prior to the time at which the underlying lease,
as extended by the immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be continued in full force
and effect for and during the =Zerm of the underlying lease as such term is herein
extended.

(g) The segregation of any Federal Lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization: Provided
however, that any such lease.as to the nonunitized portion shall confinue in force
and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying quanti-
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of New Mexico which is made subject to this agreement, shall
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;.
provided, however, 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 iﬁ such lease, if o0il or gas is dis-
covered and is capable of being produced in paying quantities from some part of
the lands embraced in such lease at the expiration of the secondary term of such
lease; or if, ‘at the expiration of the secondary term, the leasee or the Unit Opera-
tor is then engaged in bona five drilling or reworking operations on some part of

the lands embraced in such leasie, the same as to all lands embraced therein, shall



remain in full force and eflcect so long as such operations are being diligencly
prosccuted, and if they result in. the production ol 0il or gas; said lease shall
continue in full force and effect as to all of the lands embraced therein, so long
thereafter as o0il or gas in paying quantiticvs is being produced from any portion
of said lands.

19. COVENANTS RUN WIWH 1 AID. The covenanls herein shall be construed to be

covenants running with the land with resp=ct to the interest of the parties‘heretc
and their successors in interest until this agreement terminates, and any grant,
transfer, or conveyance, or interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and cbligations hereunder
by the grantee, transfereec, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the first day of the calendar month after Unit
Operator is furnished with the original, photostatic, or certified copy of the

instrument of transfer.

20. EIFECTIVE DATE AND "BRM. This agreement shall become effective upon

approval by the Secretary and the Land Commissioner or his duly authorized repre-
sentative, ard shall termirate five (S) years {rom said effective date unless

(a) such date of expiration is extended by the Director and the Land Com-
missioner, or

{b) it is reasonably d-terrined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production o7 uni-
tized substarces in paying quantities in the formations tested hereunder and after
notice of intention to terminale the agreement on such ground is given by the Unit
Operator to z11 parties-in interest at their last known addresses, the agreement
is terminated with the approval of the Supervisor and the Land Commissioner, or

(c) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in which event
the agreement shall remain in effect for such term and so long as unitized substances
are produced in quantities sufficient to pay for the cogt of producing same from
wells on unitized land within any participating arca established hercunder and,
should production cease, so long thercafter as diligent operations are in progress
for the restoration of production or discovery of new production and so long there-

after as unitized substances so discovered are  produced as aforesaid, or
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(d) it is terminated i heretolore provided in this agreement.. This agree-
ment may be terminated at any time by not leds than 75 per centum, on an acreage
basis, of the working-intcrest owners cignatory hereto, with the approval of the
Supervisor ard the lLand Commissiorner; notice of any such approval to be given by the
Unit Operator to all parties li-reto.

/
21. RATE OF PROSPLECTIIG, DEVELOPMENT. AND PRODUCTION. The Director is

hereby vestec with authority te alter or modify from time to time in his discretion
the quantity and rate of production under this agreement when such quantity and

rate is not fixed pursuant to lederal or State law or does not conform to any state-’
wide voluntary conservation or allocatien program, which is established, recognized,
and generally adhercd to by the majority of operators in such State, such authority
being hereby limited to alteration or modification in the public interest, the pur-
pose thereof and the public interest to be served thereby to be stated in the order
of alteration or modification. Without regard to the foregoing, the Director is
also hereby vested with authority to alter or modify from time to ti&e in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreement when such alteration or modification is in the interest
6f attaining the conéervation cbiectives stated in this agreement and is nct in
violation of any applicable Federal or State law.

Powere in this section vested in the Director shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than 15
days from notice.

22. APPEARANCES. Unit Operator shall, after notice tc other parties affected,
have the right to appear for ard on behalf of any and all interests affected hereby
before the Department of the Interior and the Cormicsioner of Pultic Lands and to
appeal from crders issued under the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Departmen£ of the Interior or the Land Commission-
er or any other legally constituted authority; provided, however, that any other
interested party shall also have the right at his own expense to be heard in any
such procoeding;

23. NOTICES. All notices, demands, or statements required hereunder to be
given or rendered to the partics hereto shall be deemed fully given if given in
writing and personally deliverrd to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at their respective addresses



set forth in connection with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have furnished in writing
to party scending the notice, demand or statement.

2k, MO WAIVER OF CERTALN RTIGHTS. Hothing in this agreement contained shall

be construecd as a waiver by any party hercto ot the right to assert any legal or
constitutiqnal right or defense as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

25. UNAVOTDABLE DBLAY. All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agrcement shall be suspended while
the Unit Operator despite the exercise of due care and diligence, is prevented from
.complying with such obligations, in whole or in part, by strikes, acts of Jod,
Federal, State, or municipal law or agencies, unavoidable accidents, ﬁncontrollable
delajs in transportation, inability to obtain necessary materials in open market,
or other matters becyond the rcasonable control of the Unit Operator whether similar
to matters herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has been doter-
mined that the suspension is no longer applicable. Determination of creditable
"Unavoidable Delay" time shall be made by the nunit operator subject to appréval of
the Supervisor and the Land Commissioner.

©26. NONDISCRIMINATION. In connection with the performance of work under

this agreemert, the operator agrees to comply with all the provisions of sz2ction
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. 1088 OF TITLE. 1In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreement,

such tract shall be automatically rcgarded as not committed hercto and therec shall
be such readjustmeﬁt Qf future costs and benefits as may be required on account of
the loss.of cuch title. 1In the eﬁent of a dispute as to title as to any royalty,
working interest, or other interests subject thercto, payment or delivery on account
thercof may be withheld without liability for interest until the dispute is finally

settled: provided., that, as to Federal and State land or lenses. na nauvmente -+




funds due the United States or the State of New Mexico should be withheld, but
such funds shall be deposited as directed by the Supervisor and such funds of the
State of New Mexico shall be deposited as directed by the Land Commissioner, ts be
held as unearned money pending final settlement of the title dispute, and then
applied as earned or returned in accordance with such final settlement.

Unit Operator as s;ch is relieved from any responsibility for any defect

or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQJENT JOINDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consent

to this agreement, the owner of the working interest in that tract may withdraws said
tract from this agreement by written notice delivered to thevSupervisor, the Land
Commissioner, the State Commission, and the Unit Operator prior éo the approval

of this agreement by the Supervisor. "Any oil or gas interests in lands within the
unit area not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if the interest is a working interest,
by the owner of such interest also subscribing to the unit operating agreement.
After operations are commenced hesreunder, the riéht of subsequent joinder, as
proQided in this section, by a working-interest owner is subject to such require-
ments or approvals, if any, pertaining to such joinder, as may be provided for in
the unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be éonsented to in writing by the working-interest owner
committed hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interest. A non-working interest may rot

be committed to this unit unless the corresponding working interest is committed
hereto. Joinder to the unit agreement by a working-interest owner; at any time,
must be accompanied by appropriate joinder to the unit opefating agreement, if more
than one committed working-interest owner is involved, in order for the interest

to be regarded as committed to this unit agreement. Except as may otherwise herein
be provided, subsequent joinders to this agreement shall be effective as of the )
firét day of the month following the filing with the Superviéor, the Land Commissioner,
and the State Commission of duly executed counterparts of all or any papers
necessary to establish effective com;itment of any tract to this agreement unless

objection to sach joinder is duly made within sixty (60) days by the Supervisor,

the Land Commissioner, or State Commission.
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29, COUNTERPARTS. This agrecment may be exocuted in any number of counter-

parts no one of which necds to be executed by all parties or may be ratified or
consented to by separate inst;ument in writing speeifically referring hereto and
shall be binding upon all thos» parties who have c¢xecuted such a counterpart, rati-
fication, or consent hercto with the sam: force and effect as if all such parties
had signed the game document and regardless of whether or not it is’'executed by all
other partics owning or claiming an interest in the lands within the above-d2scribed
unit area.

20. GSURRENDER. Nothing in this agreement chall prohibit the exercise by any
working~-interest owncr of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
surrender or by forfeiture as herecafter set forth, is bound by the terms of this
agreement.

If, as a result of any such surrender, the working interest rights as to
such lands become vested in any party other than the fee owner cf the unitiz«d sub-
stances, saia party may forfeit cuch rights and further benefits from operation
hereunder as to said land to the party next in the chain of title who shall be and
become the owner of such working interest.

If, as the result of any such surrender or forfeiture, workirg interest rights
become vested in the fee owner of the unitizedvsubstances, such owner may:

(1) Accept those working-interests rights subject to this agreement end
the unit operating agreement; or

(2) lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreerent.

(3) Frovide for the incependent cperation of any part of such land trat are
not then included within a participating areca established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to thie agreement and the unit operating agrcement or lease,
such lands as above-provided within six (6) months after the surrendered or for-
feited working-interest rights become vested in the fee owner, the benefits end
obligations of operations accruing to such lands under this agreement and the unit
operating agreement shall be shared by the remaining owners of unitized working
interests in accordance with their respective working interest ownerships, and

such owners or working interests shall compensate the fee owner of unitized sub-
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stances in such lands by paying ocums equal to the rentals, minimum royalties, and
royalties applicable to such lunds under the lease in effect when the lands were
unitized.

An aprropriate accounting and settlement shall be made, for all benefits
accruing to cr payments and expenditures made or incurred on behalf of such surren-
dered or forfeited working interest subsequent to the date of surrender or forfeiture,
and paymentAof any moneys found to be owing by such an accounting shail be made as
between the parties within thirty (30) days. In the event no unit operating agree-
ment is in existence and a mutually acceptable agrecement between the proper parties
thereto cannct be consummated, the Supervisor may prescribe such reasonable znd
equ.itable agréement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to reassign
such working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the excrcise of a right to

surrender.

-]

31. TAXES. The worxking-interest owners shall render and pay for their ac-

[

count and the acccunt of the royalty owners all valid taxes on or measured by the
unitized substances in and under or that may be produced, gathered, and sold from
the land subject to this contract after the effcctive date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the éroper proportion of caid taxes to the royalty ownérs
having interests in sald tract, and may currently retain and deduct sufficiert of
the unitized substances or derivative products, or nat proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes o paid.
No such taxes shall be charged to the United States or the State of New Mexico or
to any lessor who has a contract with his lessor who has a contract with his lessee
which requires the lessee to pay such taxes.

%2. NO PARTMNERSHIP. 1t is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement contained,
expressed, or implied, nor any operations conducted hereunder, shall create cr be
deemed tq have crecated a partncrship or association between the parties hereto or
any of them. |

2%. CONFLICT OF SUPHRVISION. Neither the Unit Operator nor the working-

interest owners, nor any of them, shall be subject to any forfeiture, termination,

or expiration of any right hercunder or under any leases or contracts subject hereto,
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or to auy penalty or liability on account of delay or failure in whole or in part
to comply with any applicable provisions thercot to the extent that the said Unit
Operator or the worsing-interest owners,. or any of them, are hindered, delayed, or
prevented from complying thercwith by reason of failure of the Unit Operator to
obtain, in the exercise of dug diligence, the concurrence of proper represeatatives
of the United Statesgand prop>r representatives of the State of New Mexico in and
about any matters or things concerning which it is required herein that suc: con-
currence be obtained. The parties hereto, including the State Commission, agree
that all powers and authority vested in the State Commission in and by any d»rovi-
sions of this agreement are vested in the State Commission and shall be cxercised
by it pursuant to the provisions of the laws of the State of New Mexico and subject
in any case to appeal or judicial review as may now or hereafter be provided by the

laws of the State of New Mexico.

34, SURFACE AND ENVIRONMENTAI, PROTFCTION STIPULATIONS. Nothing in this

agreement shall modify or change either the special Federal Lease stipulations re-
lating to surface management or such special Federal Lease stipulations relating
to surface znd environmental proteétion, attached to and made a part of, Oil and
Gas Leases covering lands within the Unit Area.

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

executed and have set opposite their respective names the date of execution.

ATTEST: YATES PETROLEUM CORPORATION

AN

BY: BY:

Address:

UNIT OPERATOR

STATE OF NEW MEXICO )

COUNTY OF EDDY )

The foregoing instrumenrt was acknowledged before me this day of

y 1979, by : who is

of YATES PETROLEUM CORPORATION, a
(State of Incorp.)
New Mexico corporativn, for and on behalf of said Corporation.

My Commission Expires:

Notary Public
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R-21-E,
EXHIBIT "A"
. North Texas Hills Unit Area
**** Unit Outline O Tract No. Eddy County, N. M,

Federal Lands, 3,720.C0 Acres, 72.66%

State of N. M. Lands, 1,360.00 Acres, 26.56%

\
Patented, (Fee) Lands, 40.00 Acres, 0.78%
' ' Total, 5,120.00 Acres




FXHIBIT "B"

; Schedule Showing All Lands and Leases
Within the North Texas Hills Unit Area
Eddy County, New Mexico

SERIAL NO. BASIC

TRACT DESCRIPTICON ACRES AND ROYALTY & LESSEE OF RECORD OVERRIDING ROYALTY . WORKING INTEREST
0. Or LANDS EXP. DATE  PERCENTAGE AND PERCENTAGE AND PERCENTAGE AND PERCENTAGE

All Lanids are in T-21-5, R-21-E, N.M.P.M.

1. Sec. 20; EA . 1,200.00 NM-3047 U.S.A. Pennzoil Company 50%* Don F. Shreve 2.5% ‘Same as Lessee

Sec. 21; All _ 8-31-79 12.5 Wainoco 0il & Gas Co. 50%* : of Record
Sec, 28; EVMNWA, NEA

2. Sec. 20; W/SWA, NWA 280.00 NM-8L417 U.5.A. Pennzoil Company 50%* William H. Short, Jr. Same as Lessee
Sec. 28; HWANWK H.B.P. 12.5 Wainoco 0il & Gas Co. 50%* and Rita Short 3.0% of Record

3. Sec. 29; NNk 160.00 NM-G529 U.S.A. Pennzoil Company 50%* Mary F. Richardson 3.0% Same as Lessee
5-31-79 12.5 Wainoco 0il & Gas Co. 50%* of Record

4. Sec. 28; 5% 1,120.00 NM-9799 U.S.A. Pennzoil Company 50%* W. T. Clay L.0% Same as Lessee
Sec. 29; S¥NwWh, SWk, 6-320-79 12.5 Wainoco 0il & Gas Co. S0%* ) o of Record

S/:SEh
Sec. 33; Bk, SvWik

*B.L.M. records indicate that the actual percentages of ownership will be Pennzoil Company 50.01628%
and Wainoco Cil & Gas Company 49.98372%.



5. Sec. 17; All

6. Sec. 29; SAHNEK, NASEA
Sec. 33; NWhk

7. Sec. 16: All

&. Sec. 20; E)SWH
S. Sec. 32; All

10. Sec. 28; SWANWA

640.00 NM-13968 U.S.A. J. M. Huber Corp. A1l
6-30-81 i2.5
~320.00 NM-32160 U.S.A. Robert K. Hillin A1l
1-31-88 12.5
Total: 3,720.00 Acres Federal Lands, 72.66% of Unit Area

State of New Mexico Lands

640.00 L-26325-2 State Stetco 69 Ltd. All
3-18-79 12.5

80.00 L-263%6-2 State Stetco 69 Ltd. A1l
3-18-79 12.5

640.00 " L-2637-2 State Stetco 69 Ltd. All
3-18-79 12.5

Total: 1,360.00 Acres State of New Mexico Lands, 26.56% of Unit Area

Lo.00

6-29-82

Patented (Fee) Lands

Armstrong Marvin Gross All
Armstrong

12.5

Bonnie J. Sorenson

#3000 per acre out of 5.0%

Scope Industries 5.0%

None

None

None

None

Exhibit "B", Page 2
North Texas HillsUnit Area

Same as Lessee

of Record

Same as Lessee
of Record

Stetco 69 Ltd. ALL

Stetco 69 Ltd. All

Stetco 69 Lid. Al

Marvin Gross All
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Recapitulation:

3,720.00 Acres
1,360.00 Acres

4O.00 Acres
5,120.00 Acres

72.6€% of Unit
State Lands . 26.56% of Unit
Patented (Fee) Lands 0.78% of Unit
100.00% of Unit

Federal Lands,

Ares
Area
Area

Area



* State f New Mexico ~ TEB 9873

Commissiona' of Puuic Lemcls

ALEX J. ARMIJO February 1, 1979 P. O. BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO

Mr. Randolph M. Richardson
P. 0. Box 819
Roswell, New Mexico 88201

Re: North Texas Hills Unit
Eddy County, New Mexico

Dear Mr. Richardson:

We have reviewed the form of unit agreement, Exhibits "A" and
"B", which you submitted on behalf of Yates Petroleum Corporation,
for the North Texas Hills Unit. The form of agreement meets the re-
quirements of the Commissioner of Public Lands, therefore, we have
this date approved your agreement as to form and content.

When submitting your agreement for final approval, the following
are required by this office.

1. Application for final approval stating all tracts committed and
tracts not committed.

N

Copy of letter of designation from the USGS, advising the area
is a logical area for exploration.

3. Two fully executed copies of unit agreement-one must contain
original signatures, together with two copies of Exhibits A"
and "'B".

4. Two sets of all ratifications from Lessees of Record and Working
Interest owners.

5. One executed copy of Operating Agreement fully executed by all
parties.

Order of the New Mexico 0il Conservation Commission.
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7. One copy of the Geological Report and Structure Map.
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Mr. Randolph M.
February 1,

Page 2.

Richardson

Your Eighty ($80.00) Dollar filing fee has been received.

AJA/RDG/s

Very truly yours,

ALEX J. ARMIJO
COMMIS;§E§ER OF. PUBLIC LANDS
BY: L/ €2 /f /'#2,‘.’{ /L[Z'-v—'

RAY D, M, Director
0il and Gas Division



