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PETROLEUM PRODUCERS

HARVEY E. YATES COMPANY

P. 0. BOX 1933 SUITE 300. SECURITY NATIONAL BANK BUILDING 505/623-6601
ROSWELL, NEW MEXICO 88201

February 1, 1980

State of New Mexico

Oil Conservation Division
P. 0. Box 1449 Loy /7Y 7 ol
Santa Fe, New Mexico 87501 e

Attention: Mr. Richard Stamets

Re: Application for
Unit Approval
Betenbough Unit
Lea County, NM

Dear Mr. Stamets:

Enclosed please find original and two copies of our
application for approval of the above referenced Unit. I
previously requested by telephone that this matter be set
for hearing on the February 13, 1980 docket. Thank You.

Sincerely,

Robert H. Strand
Attorney
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BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF :
HARVEY E. YATES COMPANY :
FOR APPROVAL OF THE BETENBOUGH
UNIT AGREEMENT, LEA COUNTY,
NEW MEXICO

. . &
(TCLAA« C;? /
APPLICATION

COMES NOW HARVEY E. YATES COMPANY by its attorney and
respectfully states:

1. Applicant seeks approval of the proposed unit
agreement for development and operation of the Betenbough Unit,
Lea County, New Mexico. A copy of said proposed unit agreement

is attached hereto as Exhibit A,

2. The proposed unit area covered by said unit agree-
ment is as follows:

Township 13 South, Range 36 East, N.M.P.M.

Section 29: ALL
Ssection 30: ALL
Section 31: Lots 1 & 2, E/2 NW/4 (N/2)
Section 32: N/2

Containing 1921.23 acres more or less, from
the surface to all depths, Lea County, New Mexico
3. The ownership within the proposed unit area is as
follows:
State of New Mexico Lands 50.019505%
Fee Lands 49,980495%
4. Applicant is informed and believes, and upon such
information and belief, states that the proposed unit area covers
all or substantially all of the geological feature involved, and

that in the event of a discovery of oil and gas thereon, that said



unit agreement will permit the producing area to be developed or
operated in the interest of conservation and the prevention of

waste of unitized substances.

5. Applicant is designated as the unit operator in
said unit agreement, and, as such, is given authority under the
terms thereof to carry on all operations necessary for the
development and operation of the unit area for oil and gas sub-

ject to all applicable laws and regulations.

6. Said unit agreement provides for the drilling of
an initial test well to a depth sufficient to test the Austin-
Mississippian formation, but applicant is not obligated to drill

said well in any event to a depth in excess of 13,600 feet.

7. Applicant believes that in the event o0il or gas
is discovered in paying gquantities on lands within the unit area,
that the field or area can be developed more economically and
efficiently under the terms of said unit agreement, to the end
that maximum recovery will be obtained of unitized substances,
and that said unit agreement will promote conservation and the
prevention of waste as contemplated by the statutes of the State

of New Mexico and the rules and regulations of the division.

8. Upon an order being entered by the division approv-
ing said unit agreement, and after approval of the same by the
Commissioner of Public Lands and the State of New Mexico, an

approved copy will be filed with the division.

WHEREFORE, applicant respectfully requests:
A. That this application be set for a hearing before
an examiner and that notice of said hearing be given as required

by law.

B. That upon such hearing, the division enter its



order approving said unit agreement as being in the interest of

conservation and the prevention of waste.

C. For such further relief as the division deems

just and proper.

Dated this Eﬁ:: day of February, 1980.

Rbbert H. Sérand

P, O. Box 1933
Roswell, New Mexico 88201

Attorney for Applicant



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

BETENBOUGH UNIT AREA

LEA COUNTY ,NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 215tday of January

1980 by and between the parties subscribing, ratifying or consenting hereto, and

herein referred to as the “parties hereto";

WITNESSETH:
WHEREAS, the parties hereto are the owners of working, royalty, or other

0il or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public lLands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec, 45, N. M. Statutes
1978 Annot.), to consent to and approve the development or operation of State Lands
under agreemenﬁs made by lessees of State Land jointly or severally with other lessees
where such agreements provide for the unit operation or development of part of or all

of any oil or gas pool, f{ield, or area; and

WHEREAS, the Commissiouer of Public Lands of the State of New Mexico is
authorized by and Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.
19, Arc. 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend with the approval of

lessee, cvidenced by the lessee's execution of such agrecient or otherwise, any oil

and gas lease embracing State Lands so that the length of the term of said lease may
coincide with the torm of such agrecments for the unit operation and development of

part or all of any oil or gas pool, field, or area; and

WHEREAS, the 011 Conservatien Division of the Encrgy and Minerals Dcepart-
ment of the State of New Mewice (hercinafter referred to as the "Division"), is

autiforized by an Act of the lLepislature (Chap. 72, Laws 1935, as amended, being

.

Sectiva 70-2-1 ¢t seq. Now Moxico Statutes Annotated, 1978 Compilation) to approve

thic aerconent and the consevvatdion provisions hereof; and
WEFREAS, the parvties hereto hold sufficient dnterests in the  Betenbough

lnit Avea covering the land herefnafter deseribed to pive veasonably

cifective control of operations therein; and



WHEREAS, 1t {s the purposce of the parties hereto to conserve natural
resources, prevent waste and sccure other benefits obtalnable through development and

operation of the area subject to this agreement under the terms, conditions and lim-

itatiouns herein sct forth;

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

1. UNIT AREA: The following described land is hereby designated and
recognized as constituting the unit area:

Township 13 South | Range 36 East N.M.P.M,

Section 29: All
30: Lots 1,2,3,4, E/2, E/2 W/2

31: Lots 1&2, E/2 NW/4 and 32: N/2
containing  yg99 c£a acres, more or less,

LEA County, New Mexico

Exhibit A attached hereto is a map showing thé unit area and the boundaries
and identity of tracts and leases in said area to the extent known to the unit oper-
ator. Exhibit B attached hureto is a schedule showing to the extent known to the unit
operator the acreage, percentage and kind of ownership of oil and gas interests in all
lands in the unit area. However, nothing herein or in said schedule or map shall be
construed as a represcntation by any party hercto 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. Exhibits A and B shall be revised by the unit operator whenever changes
in ownership in the unit arca render such revisions necessary or when requested by the
Commissiconer of Public Lands, hercinafter referred to as "Commissioner" or the 0il

Conservation Division, hercinafter referred to as the "Division”.

All land committed to this agrement shall constitute land referred to herein
as "unitized lawd” or "lund subject to this apreement',
2. UNITIZED SULSTANCES: All oil, gas, natural pasoline, and associated

fluid hvdrocarbons in any and all formations of the unitized land are unitized under

the terms of this agreement and hereln are called "unitized substances',

3. UNIT OPERATOR: HARVEY E. YATES COMPANY _, whose address

is
Suite 300, SNB Building,

'P.T0. Box 1933, Roswell, NM 88201
signature herero commits to this agreement all foterest in unfitized substances vested

__is hercby designated as unit operator and by
in 1t as ser fortt in Exbidbic B, and aprees and consents to accept the dutfes and obli-
pations of unit operator for the discovery, developuent and production of unftized sub-

stancen an heredin provisted. Whenever refloervence fo made heredn to the unit operator,



such reference means the unit operator acting in that capacity and not as an owner of
{nterests in unitized substances, and the term "working interest owner" when uscd here-
in shall Include or refer to unit operator as the owner of a working Interest when

such an interest Is owned by it.

4. RESCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

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

Unit operator may, upon default or failure in the performance of its duties
or gbligacions hereunder, be subject to removal by the same percentage vote of the

owners of working inerersts determined in like manner as herein provided for the selec-

tion of a new unit operator. Such removal shall be effective upon notice thereof to
tltie Commissioner and the Division.

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

5. §QQ§§§§Q§@Q§1T“QRFRQ{QR; Whenever the unit operator shall resipgn as
urit operator or shall be removed as hereinabove provided, the owners of the working
intevests according to thedir respective acreage interests in all unitized land shall
by @ majority vote sclect a successor wnit operator; provided that, if a majority
but less than seventy-five percent (75%) of the working interests qualificd to vote
s onued by oone party to this agreement, a coucurring vote of sufficient additvional
porlic., =0 as to constitute in the apprepate not less than seventy-five percent (75%)
of the total wvorrning interests, shall be vequived to seleet a new operator.  Such sclec-
tion shall not become eftfective until (a) a unit operator so selected shall accept in

viitiog the dat les and responsibilitices of unlt operator, and (b) the selection shall



have been approved by the Commlssloner. If no successor unit operator is selected and
qualificd as herein provided, the Commissioner at his election, with notice to the

Division, may declare this unlt agreement terminated.

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

all costs and expenses incurred in conducting unit operations hereunder, and usch costs
and expenses and the working interest benefits accruing hereunder shall be apportioned,
among the owners of the unitized working interests Iin accordance with an operating
agreement entered into by and between the unit operator and the owners of such inter-
ests, whether one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and the unit operator as provided

in this section, whether one or more, are herein referred to as the "Operating Agree-
ment''. No such agreement shall be deemed either to modify any of the terms and con-
ditions of this unit agreement or to relieve the unit operator of any right or obli-
gation established under this unit agreement and in case of any inconsistencies or
conflict between this unit agreement and the operating agreement, this unit agree-

ment shall prevail,

7. RICHTS AND OBI.TGATIONS OF UNIT OPERATOR: Except as otherwise specifi-

cally provided herein, the exclusive right, privilege and duty of exercising any and
all rights of the partics hercto which are necerssary or convenient for prospecting for,
producing, storing, allocating and distributing the untizied substances are hereby
delepated to and shall be exercised by the unit operator as herein provided. Accept-
able evidence of title to said rights shall be deposited with said unit operator and,
together with this agreement, shall constitute and define the rights, privileges and
obligations of unit operator. Nothing herein, however, shall be construed to transfer
title to any land or to any lease or operating aprcement, it being understood that under
this aprecnenl the unic operator, in its capacity as unit operator, shall exercise the
rights of possession and use vested iu the parties hereto only for the purposes herein
specificed.

€. PRILITING TO DISCOVERY:  The unit operator shall, within sixty (60) days
after the effective date of this apreenent, commence operations upon an adequate test
well for oil and gas upon some part of the lauds enmbraced within the unit areca and
shall drill sodd well with due diligence to a depth sufflcient to attain the top of
theAustin Mississippianfoutmation or to such a depth as unitized substances shatl be
discovered in paving quantitics at a lesser depth or unitl it shall, in the opiuton
of vait eperator, b determined that the furtherv dreilling of sald well shall be un-
varranted or jupracticable; provided, however, that unit operator shall not, in any

cveat, he regquived to drfll satd well to a depth In excess of 13,600 feet.  Untdd
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a discovery of a deposit of unitized substances capable of belng produced in paylng
quantities (to-wit: quantities sufficient to repay the costs of drilling and produc-
ing operations with a reasonable profit) unlc operator shall continue drilling dili-
gently, one well at a time, allowing not more than six months betwcen the completion of
one well and the beginning of the next well, until a well capable of producing unitized
substances In paying quantities Is completed to the satisfaction of the Commissioner
or until it is reasonably proven to the satisfaction of the unit operator that the
unitized land is incapable of producing unitized substances in paying quantities {n
the formation drilled hereunder.

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

by this unit agreement shall ccase and terminate as of such date.

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

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

1t is understood rhat one of the nain cousidervations for the approval of
this agprement by the Commissioner of Public Lands is to secure the orderly develop-
pent of the unitized londs in accordance with good conservation practices so as to
obtain the greatest ultinate recovery of unitized substances.

After discovery of unitized substances in paying quantitics, unit operator
shall proceed with didigence to reasonably develop the unitlzed area as a recconably
prodent operator would doevelop such avea under the same ov similar clvecumstances,

I the unit eperator should fail to comply with the above covenant for
vouasonable development thiis apveement may be tevainated by the Commlssioner as to
all lands of the State of New Mexdico cabrvactong undeveloped regular well spactog or
provation units, but in such event, the bants of participation by the vorking Interest

owners shall venain the sooae an 0 thils aprecient had not been terminated ae ree b



lands; provided, however, the Commissioner shall give notice to the unlt operator

and the lesscees of record in the manner prescribed by (Secc. 19-10-20 N. M. Statutes

1978 Annotated,) of intentlon to cancel on account of any alleged breach of said

covenant for rcasonable development and any declision entered thereunder shall be
subject to appeal in the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated)
and, provided further, in any event the unit opcrator shall be given a reasonable op-
portunity after a final determination within which to remedy any default, failing in
which this agreement shall be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres com-
mitted to this unit agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehold interests particpating therein. For the
purposce of determining any benefits accuring under this agreement and the distribution
of the royaltiés payable to the State of New Mexico and other lessors, each separate
lease shall have allocated to it such percentage of said production as the number of
acres in ecach lease respectively committed to this agrcement bears to the total num-
ber of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each work-
ing interest owner shall have the right to take such owner's proportionate share of
the unitized substances in kiund or to perseonally sell or dispose of the same, and
nothing herein contained shaltl be construcd as giving or granting to the unit operator
the right to scll or otherwise dispose of the propoertionate share of any working inter-
et owvnev vithout specific authovization from time to time so to do.

11, ALLOCATION OF PRODUCTTON: .All unitized substances produced from cach
tract in the wnitized area ostablished under this agreement, except any part thercof
used for preduction or developnent purposes hercunder, or unavoidably lost, shall be

deened to be produced equally on an acrveage basis from the several tracts of the unitized
Tand, and fer the purpose of detevmining any benefits that accrue on an acroape baslis,
cach such trace shall have allocated to it such percentage of safd production as Its avea
bears te the entivre unitized avea, It i hereby agreed that production of unitized
rubstances from the '\mi( Peed area shall be ;0 loeated as provided hevetn, repardless

of whether any wells are deilled onoany particular tracts of sabd unftized oren,

6



12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexlco shall be pald by the respective
lease owners in accordance with the terms of thelr leases.

All royalties due to the State of New Mexico under the terms of the leases
committed to this agreement shall be computed and paid on the basis of all unitized
substances allocated to the respective leases commltted hereto; provided, however,
the State shall be entitled to take in kind 1its share of the unitized substances al-
located to the respective leases, and in such case the unit operator shall make del{iveries
of such royalty oil in accordance with the terms of the respective leases,

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

If the unit operator introduces gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increasing the ultimate rccovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
cause may ze withdrawn from the formation into which the gas was introduced royalty

free as to dry gas but not as to the products extracted therefrom: provided, that such

withdrawal shall be at such time as may be provided in a plan of operation conseated
to by the Commissioney and approved by the Division as conforming to good petroleum
enpincvring practice; and provided further, that such right of withdrawal shall ter-
minate on the termination of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, pay-
ment oot of praduction or other charge in addition to the usual royalty, the owner
of each avelh lease shall bear and assume the same out of the unftized substances
allecontod Lo the lands embraced in each such lease as provided herein.

TOLANDS WITHIN THE_TTAED. AREA:

13, 1LASES AND CONTRACTS CONFORMED AMD FXTENDED INSOFAR AS THEY APU'LY

The teymas, conditions and provisions of all leases, subleases, operating
aracerents and ether contracts reltaing to the exploration, deilling development or
operation tor oil or pas of the Jands comnftted to this apgrecement, shall as of the
cffecttve date hereof, be and the sone are heveby expressly nodificd and amcuded

fonotar aa they apply to lands within the unitized area to the extent peccssary to



mike the same conform to the provisions hercvof and so that the respective terms of
sald leases and agrecements will be extended insofar as necessary to colncide with
the term of this agreement and the approval of this agreement by the ommissioner and
the respective lessors and lessees shall be effective to conform the proQisions and
extend the terms of each such lease as to lands within the unitized area to the pro-
visions and terms of this agreement; but otherwise to remain in full force and effect.
Fach lease committed to this agreement, insofar as it applies to lands within the
unitized area, shall continue in force beyond the term provided therein as long as
this agreement remains in effect, provided, drilling operations upon the initial test
well provided for herein shall have been commenced or said well is in the process of
being drilled by the unit operator prior to the expiration of the shortest term lease
comnitted to this agreement, Termination of this agreement shall not effect any lease
which pursuant to the terms thereof or any applicable laws would continue in full force
and effect thereafter. The commencement, completion, continued operation or production
on c¢ach of the leasehold interests committed to this agreement and operations or pro-
duction pursuant to this agreement shall be deemed to be operations upon and produc-
tion from each leasehold interest committed hereto and there shall be no obligation
on the part of the unit operator or any of the owners of the respective leasehold
Interests committed hereto to drill offsets to wells as between the leasehold inter—
ests comnitted to ths agrecment, except as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico having only a portion
of dits landy coumitted hereto shall be segregated as to the portion committed and
as te Lae protion not committed and the terms of such leases shall apply scparately as
to such searcegated portions commencing as of the effective date hereof. Notwithstand-
inpg anyv of the provisions of this apreement to the contrary, any lease embracing lands
of tha State of New Mexico having only a portion of its lands committed hercto shall
cortinue In full force and effect beyond the term provided therein as to all lands
entricvd Inosuch lease, if ofl and pas, or either of them, are discovered and are being
produced dnopaying quantitiecs {rom some part of the lands embraced {n such leasce com-
miteed ro thls anreement at the expivation of the sccondary term of such lease, or if,
at the expiration of the sceeondary term, the lessee or the unit operator is then en-
papod an boonn fide drilling or revorking operat ions on some part of the lands embraced
thevein =Ll rendin i fall forvee and effect so Yong as such operations are being
dilivently prosceuted, and they result in the production of oil or pas, said leasce
sunatl o continue Ia full foree and effect as to all of the tands embraced therein, so long
thoraalter as ol aad pas, or efther of thom, are bedog produced In paying quantities [rom

sortion of satd loands,

& -



14, CONSERVATION: Operatlons hereunder and production of unitized suﬁ—
stances shall be conducted to provide for the most economical and efficient recovery
of sald substances without waste, as defined by or pursuant to State laws or regula-
tions.

15. DRAINACE: In the event a well or wells producing oil or gas in paying
quanities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offset well
or wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances.

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

be covenants running with the land with respect to the interests of the parties here-
to and their successors in interest until this agrecement terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and here-
by is conditioned upon the assumption of all privileges and obligations hereunder to
the granteo, transferve or other successor in interest. No assignment or transfer or
any working, royalty, or other interest subject hereto shall be binding upon unit op-
erator until the first day of the calendar month after the unit operator is furnished
with the original, photostatic, or certified copy of the instrument of transfer.

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

approval by the Commissioner and the Division and shall termlnate in two years after
such date unless (a) such date of expiration is extcnded by the Commissioner, or (b)

a valuable discovery of unitized substances has been made on unitized land during said
initial term or any extension thereof in which case this agrement shall remain in
cffect ro long as unitized substances are being produced from the unitized land and,
should preoduction cease, so loug theveafter as diligent operations are in propress for
the restoration of production or discovery of new production and so long thercafter as
ticc vonitized sebotances so discovered can be produced as aforesaid.  This agrecment
ry be terainated at oany time by not less than seventy-five percent (75%) on an acrcage

basie ¢f the owners of the working Interests, sipnatory hercto, with the approval of

the Commissioner and with notice to Divislon., Likewise, the failure to comply with
the dritling requircaents of Scction & heveof, may subject this agreement to termina-
tion as provided in said cection.

16, RATE oF PRODUCTIGN: A1l productlon and the disposal thereof shall be

in conformity with allocations, allotmeants, and quotas made or fixed by the Cemmission,

and din conformity with all applicable Taws and Tavfal vepulations, -



19.  APPEARANCES: Unlt operator shall, after notice to other parties af-
fected, have the right to appear for and on hebalf of any and all Interests affected
hereby, before the Commissfoner of Publle Lands and the Dlvisioun, and to appeal from
orders issued under the repulations of the Commissioner or Division, or to apply for
relief from any of sald regulations or in any proceedings on its own behalf relative
to operations pending before the Commissioner or Division; provided, however, that any
other {nterest party shall also have the right at his own expense to appear and to
participate in any such proceeding.

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

21. UNAVOTDABLE DELAY: 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 agrecment, shall be suspended while,
but only so long as, the Qnit operator, despite the exervcise of due care and diligence,
is prevented from complying with such obligations, in whole or in part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportion, inability to obtain necessary materials in open
market, ovr other matters beyond the recasonable control of the unit operator, whether

similar to matters herein enumerated or not.

N
N~

LOSS OF TITLE: Tn the event title to any tract of unitized land or
substantial dnterest therein shall fail, and the truce owner caunnot be induced to join
the unit agreewent so that such tract is not committed to this agrecment, or the oper-
tion thivreof hercunder becomes impracticable as a result thereof, such tract may be
climinaied from the unitized arca, and the intercst of the parties readjusted as a re-
sultt of such tract being climinated from the wnitlzed area. In the event of a dispute
as to the title to any royvalty, wovkiang, or other interest subject hereto, the unit
Greevater rav o withhold payment or delivery of the allocated portion of the unitized
substo ces involved on aocount therevof ;) without liability for interest until) the dig-
pute i finally settled, provided that no payments of funds due the State of New Mexfco
shall bhe withheld,  Unit operator, as such, s veliceved from any responsibility for any
Jetect or failuare of any title hereunder,

DAL SUBSEOUENT JOINDUR:  Any ol or pas interest In Jamds withio the untt

area not o comaitted hereto, prior to the cubmtastion of the aprevuent for final approval

- 10 -
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b; the Commisst{oner and the Divisfon, may be committed hereto by the ancr or owners

of such rights, subscribing or counscatling to thils apreement, or exccuting a vatlf{-
cation thereof, and {f such owner 1s also a worklug iInterest owner, by subscribing to
the operating agrecment providing for the allocation of costs of exploratfon, develop-
ment, and operatlon. A subscquent joinder shall be effective as of the first day of the
month follawing the appraval by the Commissioncr and the fil{ng with the Division of
duly executed counterparts of the instrument or instruments committling the interest of
such owner to this agrecment, but such joininy party or parties, before participating
in any benefits hereunder, shall bc\ rcquired to assume and pay to unit operator, thcir
proportionate share of the unit expenses incurred prior to such party's or parties '
joinder in the unit agreement, and the unit operator shall make appropriate adjustments
caused by such joinder, without any retroactive adjustment or revenue.

24. COUNTERPARTS: This agreement may be executed in any number of counter-

parts, no one of which nceds to be executed by all parties, or may be ratified or con-~
sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratification,
or consent hereto with the same force and effect as if all such parties had signed the
same docunent, and regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands within the above described unit area.

IN WITNESS WHEREQF, the undersigned partics hereto have caused this agree-

ment to be executed as of the respective dates sct forth opposite their signatures.

UNIT OP'FRATOR

VEY E. YATES COMPANY
OPERATOR

30, /980 By_
. Ge

./"’j = i g ) /0

l)\.'\‘ 2 /

. X«Z@zﬁé%/ ’l\‘l/_é...u._
;?7'Assistanc fﬁ;fé%gry

STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )

-l Yates, Vice President

The foregoing instrument was acknowledged before me this \3Z)ébday of
el SAAN . 1980, by George M. Yates, Vice President of HARVEY E,
YATES COMPANY/ a New Mexico corporation, on behalf of said corporation.

2 3 . - N S~
My Commission Expires: RODDDY «»»»AﬁEEXi

W
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CARLYN M. J (
NOTARY PURIIC - NEW MEXICO :
NOTARY BOND FILED WITH SECRETARY OF STATE %

My Commission Expires . 3/.24 fd
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TRACT NUMBER

STATE LANDS
961.64 ac.,

FEE LANDS
960.89 ac.,

49.980495% of UNIT AREA

36 - E

50.019505% of UNIT AREA

EXHIBIT

13

"All

BETENBOUGH UNIT AREA
LEA COUNTY, NEW MEXICO



EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS

BETENBOUGH UNIT AREA
LEA COUNTY, NEW MEXICO

DESCRIPTION NUMBER STATE LEASE NO. BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF OF & EXPIRATION AND AND AND AND
NO. LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
Township 13 South, Range 36 East, N.M.P.M.
STATE OF NEW MEXICO LANDS:
1. Sec. 30: Lots 1,2, 481.64 V=210 St. of N.M.-All Northern Natural Northern Natural
3,4 ,E4Ws, 11-1-84 16.66% Gas Company 100% None Gas Company 100%
N4NEY
2. Sec. 30: S4NEk, 160.00 V-209 St, of N.M.~All Northern Natural Northern Natural
N%SEY 11-1-84 16.667% Gas Company 100% None Gas Company 100%
3. Sec. 29: NhNW, 160.00 V-218 St. of N,M,-All Harvey E. Yates A. C, Lattu 0,375% Harvey E. Yates
SlsSW 12-1-84 16.66% Company 100% W. T. Wynn  0,25% Company 38.75%
R. C. Smith 0.125% Yates Petroleum
Corporation 35%
Abo Petroleum Corp. 5%
Yates Drilling Co. 5%
MYCO Industries Inc. 5%
Spiral, Inc. 3.75%
Explorers Petroleum
Corp. 3.75%
Fred G, Yates, Inc. 3.75%
4. Sec. 31: NEX% 160.00 LG-6476 St. of N.M.-All Yates Petroleum A. C, Lattu 0.375% Harvey E. Yates
4-1-89 12.5% Corporation 100% W. T. Wynan 0.25% Company 48.8875%
R. C, Smith 0.125% Yates Petroleum
Corporation 12.5%

Abo Petroleum Corp. 12.5%
Yates Drilling Co. 12.5%
MYCO Industries,Inc 12.5%

Spiral, Inc. 3.75%
Explorers Petroleum

Corp. 3.75%
Fred G. Yates, Inc. 3.75%



PATENTED (FEE) LANDS:

5.

8-A

STATE OF NEW MEXICO LANDS:

Sec.

Sec.

Sec.

Sec.

Sec.

29:

32:

32:

31:

31:

NEYNEY

EX%NEL,
SEYNEL,
NW4

Lots 1,2,
E}sNWY

Lots 1,2,
ElsNWl;

PATENTED (FEE) LANDS

480.00

40.00

280.00

160.89
(gross)
137.89
(net)

160.89
(gross)
23.00
(net)

961.64 ac.
960.89 ac.

12-5-82

6-8-84

6-5-84

6-5-84

1-24-83

M. E. McClure
1/2 of 18.375%
J. A. Myers

1/2 of 18.375%

H. N. McDaniel
18.75%

R. Betenbough
3/4 of 18.375%
L. Betenbough
1/4 of 18.3757%

R. Betenbough

103.42/160.89 of
18.375%

L. Betenbough

34.47/160.89 of
18.375%

F. L. Heidel
1/2 of 25%

A. M. Swarthout
1/2 of 25%

(50.019505%Z of Unit Area)
(49.980495% of Unit Area)

Harvey E. Yates

Company 100%
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 1007%
Harvey E. Yates
Company 100%

Professional Investment
& Trust Co. 100%

A. C. Lattu
W. T. Wynn
R. C. Smith

A. C, Lattu
W. T. Wynn
R. C. Smith

A. C. Lattu
W. T. Wynn
R. C. Smith

A. C. Lattu
W. T. Wynn
R. C. Smith

None

0.75%
0.50%
0.25%

0.75%
0.50%
0.25%

0.75%
0.50%
0.25%

O O
o~
o n
e e

Harvey E. Yates
Company

Spiral, Inc.

Explorers Petroleum
Corp. 7.5

Fred G. Yates, Inc. 7.57%

77.5%
7.5%

o

™ e

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.5
Fred G. Yates, Inc. 7.57%

Harvey E. Yates
Company

Spiral, Inc.

Explorers Petroleum
Corp. 7.5%

Fred G. Yates, Inc. 7.5%

N e

77.5
7.5

o

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.5%

Fred G. Yates, Inc. 7.5%

Professional Investment
& Trust Co. 100%
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HARVEY E. YATES COMPANY

P. 0. BOX 1933 SUITE 300, SECURITY NATIONAL BANK BUILDING 505/623-6601
ROSWELL, NEW MEXICO 88201

HEYCO

PETROLEUM PRODUCERS

February 11, 1980

State of New Mexico
0il Conservation Division

P. 0. Box 1449

Santa Fe, New Mexico 87501

Attention: Mr. Richard Stamets

Re: Application for
Unit Approval
Betenbough Unit,
Lea County, New Mexico

Dear Mr. Stamets:

Enclosed please find an original and two copies of our
application for approval of the above referenced Unit. I previously
requested by telephone that this matter be set for hearing on
the February 27, 1980 docket. Thank you.

Sincerely,
<
- \

Robert H. Strénd

RHS/cj
Enclosures




BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
HARVEY E. YATES COMPANY

FOR APPROVAL OF THE BETENBOUGH

UNIT AGREEMENT, LEA COUNTY,

NEW MEXICO

e es se e

APPLICATION

COMES NOW HARVEY E. YATES COMPANY by its attorney and
respectfully states:

1. Applicant seeks approval of the proposed unit
agreement for development and operation of the Betenbough Unit,
Lea County, New Mexico. A copy of said proposed unit agreement

is attached hereto as Exhibit A.

2. The proposed unit area covered by said unit agree-
ment is as follows:

Township 13 South, Range 36 East, N.M.P.M.

Section 29: ALL
Section 30: ALL
Section 31: Lots 1 & 2, E/2 NW/4 (N/2)
Section 32: N/2

Containing 1921.23 acres more or less, from
the surface to all depths, Lea County, New Mexico
3. The ownership within the proposed unit area 1is as
follows:
State of New Mexico Lands 50.019505%
Fee Lands 49,980495%
4. Applicant is informed and believes, and upon such
information and belief, states that the proposed unit area covers
all or substantially all of the geological feature involved, and

that in the event of a discovery of oil and gas thereon, that said

_‘:l\vd."l t st
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unit agreement will permit the producing area to be developed or
operated in the interest of conservation and the prevention of

waste of unitized substances.

5. Applicant 1is designated as the unit operator in
said unit agreement, and, as such, is given authority under the
terms thereof to carry on all operations necessary for the
development and operation of the unit area for oil and gas sub-

ject to all applicable laws and regulations.

6. Said unit agreement provides for the drilling of
an initial test well to a depth sufficient to test the Austin-
Mississippian formation, but applicant is not obligated to drill

said well in any event to a depth in excess of 13,600 feet.

7. Applicant believes that in the event oil or gas
is discovered in paying quantities on lands within the unit area,
that the field or area can be developed more economically and
efficiently under the terms of said unit agreement, to the end
that maximum recovery will be obtained of unitized substances,
and that said unit agreement will promote conservation and the
prevention of waste as contemplated by the statutes of the State

of New Mexico and the rules and requlations of the division.

8. Upon an order being entered by the division approv-
ing said unit agreement, and after approval of the same by the
Commissioner of Public Lands and the State of New Mexico, an

approved copy will be filed with the division.

WHEREFORE, applicant respectfully requests:
A. That this application be set for a hearing before
an examiner and that notice of said hearing be given as required

by law.

B. That upon such hearing, the division enter its



order approving said unit agreement as being in the interest of

conservation and the prevention of waste.

C. For such further relief as the division deems

just and proper.

Dated this Sﬁé:: day of February, 1980.

HARVEY E. YATES CQMPANY

By:

Robert trénd

P. O. Box 1933
Roswell, New Mexico 88201

Attorney for Applicant



UNIT ACREEMENT
FOR TUHE DEVELOPMENT AND OPERATION
OF THE

BETENBOUGH UNIT AREA

LEA COUNTY ,NEW MEXICO

NO.

THIS ACREEMENT, entered into as of the 2lStday of January

19 80 by and between the parties subscribing, ratifying or consenting hereto, and

herein referred to as the 'parties hereto";

WITNESSETH:
WHEREAS, the partles hereto are the owners of working, royalty, or other

0il or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico 1is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, N. M. Sctatutes
1978 Annot.), to consent to and approve the development or operation of State Lands
under agreemenﬁs made by lessees of State Land jointly or severally with other lessees
where such agrcements provide for the unit operation or development of part of or all

of any oil or gas pool, field, or area; and

WHEREAS, the Commissiouner of Public Lands of the State of New Mexico is
authorized by and Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.
19, Arc. 10, Sec. 47, N. M. Statutes 1978 Annctated) to amend with the approvai of

lessec, cvidenced by the lessee's execution of such agrecment or otherwise, any oil

and gas lease embriciug State Lands so that the length of the term of said lease may
coincide with the’ term of such apreements for the unit operation and development of

part or all of any oil or gas pool, ficld, or arca; and

WHEREAS, the 0il Consevvatien Division of the Encrgy and Minerals Depart-
ment of tihe State of New Mexice (hercinafter referred to as the "Division"), is
authorived by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being
Scetivo 70-2-1 ot qu; Noew Mexico Statules Annotated, 1973 Compilation) to approve
this acreement and thv conscervatjon provisions hereof; and

WEEREAS, the parties heveto hold sufficicnt intevests in the  Betenbough
o ___lndit Avea coverdag the land herefnafter desevibed to givv reasonably

vifective control of operatlons thercin; and ¥



WHERFAS, ft is the purpose of the parties hereto to conserve natural
resources, prevent waste and sccure other benefits obtalnable through development and

operation of the area subject to this agreement under the terms, conditions and lim-

itations 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 agrec severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and
recognized as constituting the unit area:

Towmship 13 South | Range 36 East N.M.P.M.

Section 29: All
30: Lots 1,2,3,4, E/2, E/L2 W/2

31: Lots 1&2, E/2 NW/4, NE/4 and 32: N/2
containing 41999 &a acres, more or less,

LEA County, New Mexico

Exhibit A attached hereto is a map showing the unit area and the boundaries
and identity of tracts and leases in said area to the extent known to the unit oper-
ator. Exhibic B attached hereto is a schedule showing to the extent known to the unit
operator the acreage, percentage and kind of ownership of oil and gas interests in all
lands in the unit area. However, nothing herein or in said schedule or map shall be
construed as a representation by any party hercto 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. Exhibits A and B shall be revised by the unit operator whenever changes
in ownership in the unit arca render such revisions necessary or when requested by the
Commissioncer of Public Lands, herevinafter referred to as "Commissioner' or the 0il

Conscrvation Division, hercinafter referred to as the "Division".

All land committed to this agrement shall constitute land referred to herein
as "unitized laud” or "land subject to this apgreement'.

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated
fluid hydreoarbons in anv and all formations of the unitized land are unitized under
the terms of this agreement and hevein are called "unitized substances'.

3. UXIT opERAIOR: HARVEY E. YATES COMPANY _, whose address is

Suite 300, SNB Building, L is hereby designated as unit operator and by
P. 0. Box 1933, Roswell, NM 88201
sipnature hereto coumits to this agreement all dfoterest in unitized substances vested

in 1t as scet forth in Exbiibit N, and aprees and cousents to accept the duties and obli-
gations of unit operator for the discovery, development and production of unitizced sub-

stances as herein provided,  Whenever veference o made heredn to the unit operator,



such reference meang the unit operator acting in that capaclty and not as an owner of
{interests in unitized substances, and the term "working interest owner" when used here-
in shall include or refer to unit operator as the owner of a working Interest when

such an interest 1is owned by 1it.

4. RESCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

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

Unit operator may, upon default or failure in the performance of its duties
or obligations hereunder, be subject to removal by the same percentage vote of the

owners of working inerersts determined in like manner as herein provided for the selec-

tion of a new unit operator. Such removal shall bc effective upon notice thereof to
the Commissioner and the Division.

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

wells.

w
%8

UCCESSOR UNTT OPERATOR: Whenever the unit operator shall resign as
unit operator or shall be removed as hereinabove provided, the owners of the working
interests according to their respective acreage interests in all unitized land shall
by o majority vote select a successor unit operator: provided that, if a majority
but less than seventy-five percent (75%) of the working interests qualificd to vote

IR

is ovned by one party to this agreement, a concurring vote of sufficient additional
particvs, sooas to constitute fn the agprepate not less than seventy-five percent (757)
of the total working interests, shall be requived to seleet a new operator.  Such selece-
tion shall not become eftective until (a) a unit operator so selected shall accept in

viiting the Jdutics and responsibtlities of unit operator, and (b) the selectlon shall



.have been approved by the Commlssloner. If no successor unit operator is selected and
qualificd as herein provided, the Commissioner at his election, with notice to the

Division, may declare this unlit agreemeut terminated.

6. ACCOUNTINGC PROVISIONS: The unit operator shall pay in the first instance

all costs and expenses incurred in conducting unit operations hereunder, and usch costs
and expenses and the working interest benefits accruing hereunder shall be apportioned,
among the owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners of such inter-
ests, whether one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and the unit operator as provided

in this section, whether one or more, are herein referred to as the "Operating Agree-
ment No such agreement shall be deemed either to modify any of the terms and con-
ditions of this unit agrecment or to relieve the unit operator of any right or obli-
gation established under this unit agreement and in case of any inconsistencies or
conflict between this unit agreement and the operating agreement, this unit agree-

ment shall prevail.

7. RIGHTS AND OBL.IGATIONS OF UNIT OPERATOR: Except as otherwise specifi-

cally provided herein, the exclusive right, privilege and duty of exercising any and
all rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating and distributing the untizied substances are hereby
delegated to and shall be exercised by the unit operator as herein provided. Accept-
able evidence of title to said rights shall be deposited with said unit operator and,
together with this agreement, shall constitute and define the rights, privileges and
obligations of unit operator. Nothing herein, however, shall be construed to traunsfer
title to any land or to any lease or operating agrecment, it being understood that under
this aprecment the unit operator, inm its capacity as unit operator, shall exercice the
rights of possession and use vested in the parties hereto only for the purposes herein
spoecified.

€. DRILIING 10 DISCOVERY:  The unit operator shall, within sixty (60) days
alter the effective date of this agreenent, commence operations upon an adequatce test
well Jor ot and gas upon some part of the lands embraced within the unit area and
shall dritl sadid well with due diligence to a depth sufficient to attaln the top of
thcAustin Mississippianforaation or to such a depth as unitized substances shall be
discovered in paving quantitics at a lesser depth or unitl it shall, In the opinton

of vait operator, be determined that the further drilliong of sald well shall be un-
varranted ov dwpracticable; provided, however, that unit operater shall not, in any

eveat, be requived to delll o satd well to a depth In excess of 13,600 feet.  Untid
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a discovery of a deposit of unitized substances capable of being produced i{n paylng
quantities (to-wit: quantities sufficient to repay the costs of drilling and produc-
ing operations with a reasonable profit) unit operator shall continue drilling dili-
gently, one well at a time, allowing not more than six months betwecen the completion of
one well and the beginning of the next well, until a well capable of producing unitized
substances in paying quantities is completed to the satisfaction of the Commissioner
or until it is reasonably proven to the satisfaction of the unit operator that the
unitized land 1is incapable of producing unitized substances in paying gquantities In
the formation drilled hereunder.

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

by this unit agreement shall cease and terminate as of such date.

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

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

It is understood that one of the wmain cousiderations for the approval of
this agreacut by the Commdssioner of Public Lands is to secure the orderly develop-
went of the unitized lands in accordance with good conscrvation practices so as to
obtain the greatest ultinmate recovery of unitized substances.

Alter discevery of wnitized substonces in paying quantitics, unit operator
shall proceed with diligence to reasonably develop the unitized area as a recsonably
prudent operator would develop such arca under the same or simflar civcumstaunces,

1f the unit eperator should fail to comply with the above covenaut for
veasonsble development this apreement may be terminated by the Commlusioner as to
all Tands of the State of New MHexico embrvactug undeveloped regular well spacing or
provatlon unlts, bur In soch event, the basls of participat{on by the wvorking Interesy

owners shall Temafn the soame as 0 thls avreenent bad not bhoon terminated oo ta noch



lands; provided, however, the Commissioner shall give notice to the unit operator

and the lessees of record In the manncer prescribed by (Sece. 19-10-20 N. M. Statutoes

1978 Annotated,) of {ntention to cancel on account of any alleged breach of satd

covenant for rcasonable development and any declsion entered thereunder shall be

subject to appeal in the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated)
and, provided further, in any event the unit operator shall be given a reasonable op-
portunity after a final determination within which to remedy any default, failing in
which this agreement shall be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres com-
mitted to this unit agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehold interests particpating theéein. For the
purpose of determining any benefits accuring under this agreement and the distribution
of the royaltiés payable to the State of New Mexico and other lessors, each separate
lease shall have allocated to it such percentage of said production as the number of
acres in each lease respectively committed to this agrecement bears to the total num-
ber of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each work-
ing intcerest owner shall have the right to take such owner's proportionate share of
the unitized substances in kind or to personally sell or dispose of the same, and
nothing herein contained shall pe construcd as givinyg or granting to the unit operator
the rieght to sell or otherwise dispose of the proportionate share of any working inter-
est owvuer vithout specific authoriczation from time to time so to do.

T ALLCCATION OF PRODUCTLON: ALL unitized substances produced from each
tract in the wnitized area established under this apreement, except any part thereof
used for preduction or development purposes hercunder, or unavoeidably lost, shall be

decned to be produced equally on an acreape basis from the several tracts of the unitized
land, ond feor the purpese of detevmindng any benefics that acerue on an acreape basis,
cach such tract shall bave allocated to it such percentage of said production as its area
bears te the entive unitized avea, 1t is hereby agreed that production of unitized
substances from the unitized arca shall be allocated as provided hedfrein, repgardless

of whethor any wells are drilted on oany particular tracts of sald undtized aren,



12. PAYMENT OF RENTALS, ROYALTIES AND QVERRIDING ROYALTIES:

All rentals duc the State of New Mexfco shall be paid by the respective
lease owners in accordance with the terms of thelr leases.

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

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

If the unit operator introduces gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increasing the ultimate recovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
cause may be withdrawn from the formation into which the gas was introduced royalty

free as to dry gas but not as to the products extracted therefrom: provided, that such

withdrawal shall be at such time as may be provided in a plan of operation consented
to by the Commissioner and approved by the Division as conforming to good petroleum
engincering practice; and provided further, that such right of withdrawal shall ter-
ninate on the termination of this unit apgreement,

If any lease committed hereto is burdened with an overriding royalty, pay-

ment et of production or other charge in addition to the usual royalty, the owner

of eachv vl Tease shall bear and assume the sawme cut of the unjitized substances

alleented o the lands embraced in each such lease as provided herein,

13, 1IASES AMD CONTRAGTS CONFORMED AMD FXTENDED TNSOFAR AS THEY API'LY

TO LANDS WLIHIN THE UNTTTZED AREA:

The terms, conditions and provisions of all leases, subhleases, operating
arteveonts and other contymets veltaiag to the exploration, deilling development or
operat fen tor oil or gas ol the Jands comaitted to this agreement, shall ae of the
cf fecrive date hercof, be and the sane ave heveby expressly modificd and amended

foobar an they apply to lands within the unitfzed area to the extent necessary to



mike the same conform to the provisions hervof and so that the respective terms of
sald leascs and agreements will be extended insofar as necessary to coincide with
the term of this agreement and the approval of this agreement by the ommissioner and
the respective lessors and lessees shall be effective to conform the proﬁisions and
extend the terms of each such lease as to lands within the unitized area to the pro-
visions and terms of this agreement; but otherwise to remain in full force and effect.
Each lease committed to this agreement, insofar as 1t applies to lands within the
unitized area, shall continue in force beyond the term provided therein as long as
this agreement remains in effect, provided, drilling operations upon the initfal test
well provided for herein shall have been commenced or said well is in the process of
being drilled by the unit operator prior to the expiration of the shortest term lease
committed to this agreement. Termination of this agreement shall not effect any lease
which pursuant to the terms thereof or any applicable laws would continue in full force
and effect thereafter. The commencement, completion, continued operation or production
on cach of the leasehold interests committed to this agreement and operations or pro-
duction pursuant to this agrecment shall be deemed to be operations upon and produc-
tion from each leasehold interest committed hereto and there shall be no obligation
on the part of the unit operator or any of the owners of the respective leasehold
interests committed hiereto to drill offsets to wells as between the leasehold inter-
ests commnitted to ths agreement, except as provided in Section 9 hereof.

Any lcase embracing lands of the State of New Mexico having only a portion
of its lands coummitted hereto shall be segregated as to the portion committed and
as to the protion not committed and the terms of such leases shall apply separatcly as
to such scpregated portions commencing as of the effcective date hereof. Notwithstand-
ing any of the provisions of this agreewent 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 beyend the term provided therein as to all lands
emtoriocd in osuch lease, 10 0il and gas, or elther of them, are discovered and arce being
produced faopayving quant itics from some part of the lands embraced in such lease com-
pmitted to this cureement at the expivation of tue secondary term of such lease, or {f,
at the expiration of the secondary term, the lessee or the unit operator is then en-
parcd in hona fide drilling or reworking operat ions on some part of the lands embraced
therein «5all vensin In full foree and ef fect so Yong as such operations are being
didiveatly prosceuted, and they vesult dn the production of oil or gas, safd lease

shnll continue in full foree and effect as to all of the lands embfaced therein, so long

thorea tor as ol and pas, or ofther of thew, arve belnp produced In paying quantittes Trow

anny portion of satd Tands,



14, CONSERVATION: Operatfons hereunder and production of unit{zed sub-

stances shall be conducted to provide for the most economical and efficient recovery
of sald substances without waste, as defined by or pursuant to State laws or regula-~
tions.

15. DRAINACE: In the event a well or wells producing oil or gas in paying
quanities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offset well
or wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances.

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

be covenants running with the land with respect to the interests of the parties here-
to and their successors in interest until this agrecment terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and here-
by is conditioned upon the assumption of all privileges and obligations hereunder to
the grantev, transfercve or other successor in interest. No assignment or transfer or
any working, royalty, or other interest subject hereto shall be binding upon unit op-
erator until the first day of the calendar month after the unit operator is furnished

with the original, photostatic, or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon
approval by the Commissiencr and the Division and shall terminate in two years after
such date unless (a) such date of expiration is extended by the Commissioner, or (b)

a valuable discovery of unitized substances has been made on unitized land during said
initial term or any cxtension thereof in which case this agrement shall remain in
ceffect so long as uniticed substances are being produced from the unitized land and,
stiould production cease, so long theveafter as diligent operations are in progress for
the restoration of production or discovery of new production and so long thercafter as
tie unitized substances so discovered can be produced as aforesaid.  This agrecnment
may e terainated at oany time by not less than seveaty-five percent (75%) on an acrcage
Pisian ¢f the owners of the vorking interests, signatory hercto, with the appruval of
the Cemntssioner and with notice to Division. Likewise, the failure to comply with
the dritline requircaents of Section 8 herveof, may subject this agreement to termina-
tion as provided in said section,

16, RATH CF PRODUCTICN:  All production and the disposal thercofl shall be
in conformity with allocations, allotments, and quotas made or fixed by the Commission,

and in coenformity with all applicable Yaws and lavful vepulations. *



19. APPEARANCES: Unit operator shall, after notlice to other parties af-
fected, have the right to appear for and on behalf of any and all interests affected
hereby, before the Commissfoner of Public Lands and the Division, and to appeal from
orders issued under the repulations of the Commissioner or Division, or to apply for
relief from any of saild regulations or in any proceedings on its own behalf relatlve
to operations pending before the Commissioner or Division; provided, however, that any
other interest party shall also have the right at his own expense to appear and to
participate in any such proceeding.

20.NOTICES: All notices, demands, or statements required hereunder to be given
or rendered to the parties hereto, shall be deemed fully given, if given in writing and
sent by postpaid registered mail, addressed to such party or parties at their respec-
tive addresses, set forth in connection with ﬁhe signatures hereto or to the ratifi-
cation 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. UNAVOIDABLE DELAY: 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 agrecment, shall be suspended while,
but only so long as, the Qnit operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whoie or in part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportion, inability to obtain necessary materials in open
narket , or other matters beyond the reasonable control of the unit operator, whether
similar to matters hevein cnumerated or not.

22. LOSS OF TITLE: TIn the event title to any tract of unitized land or
substantial duterest therein shall fail, and the true owner cannot be induced to join
the unit agrecment so that such tract is not committed to this agreement, or the oper-
tion thwreof hercunder becomes fmpracticable as a result thereof, such tract may be
eliminaicd from the unitized arvea, and the joterest of the parties readjusted as a re-
sult of such tract being eliminated from the vnitized avea. In the event of é dispute
as lto the title to any royalty, working, or other interest subject hereto, the unit
cyorvator vav withhold payment or delivery of the allocated portion of the unftized
suhsto ces dnvolved an gocount thereof ), without liability for interest until the dis-
pute 15 finally settled, provided that no payments of funds due the State of Hew Mexico
shiall he withheld,  Unit operator, as such, s velieved from any responsibility for any
detect v failuare of any title heveunder.,

200 SUBEEOUENT JOINOER:  Any ofl or pas interest In lands within the unit

srea net comeitted hereto, prior to the subamission of the agrecment for final approval

- 10 -



by the Commisstoncr and the Diviston, may be committed hercto by the owner or owners

of such rights, subscribing or conscnting to this agreement, or exccuting a ratlfj-
cation thereof, and if such owner is also a working interest owner, by subscribing to
the operating agrecment providing for the allocatfon of costs of exploration, develop-
ment, and operation. A subscquent jJoinder shall be effective as of the first day of the
month following the approval by the Commissioner and the filing with the Division of
duly executed counterparts of the instrument or instruments committing the interest of
such owner to this agreement, but such joining party or parties, before participating

in any benefits hereunder, shall be required to assume and pay to unit operator, their
proportionate share of the unit expenses incurred prior to such party's or parties '
joinder in the unit agrecment, and the unlt operator shall make appropriate adjustments

caused by such joinder, without any retroactive adjustment or revenue.

24. COUNTERPARTS: This agreement may be executed in any number of counter-

parts, no one of which needs to be executed by all parties, or may be ratified or con-
sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratification,
or consent hereto with the same force and effect as if all such parties had signed the
same document, and regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree-

ment to be executed as of the respective dates set forth opposite their signatures.

UNIT OPERATOR

VEY E. YATES COMPANY
OPERATOR

. Yates, Vice President

STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )

th
! The foregoing instrument was acknowledged before me this 30 - day of
QNS ., 1980, by George M. Yates, Vice President of HARVEY E,
Q}TES COMPAﬁ&, a New Mexico corporation, on behalf of said corporation.

~ POPPTSN

My Commission Expires: NESA

Y oned. 23, /983 | Ty sl [ ot

NOTARY PUBLIC - NEW MEXICO :
) NOTARY BOND FILED WITH SECRETARY OF STATE g

My Commission Expires \3/,;) A/fj.

-3t -
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EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS

BETENBOUGH UNIT AREA

LEA COUNTY, NEW MEXICO

REVISED FEBRUARY 6, 1980

DESCRIPTION NUMBER STATE LEASE NO. BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT ) OF OF & EXPIRATION AND AND AND AND
NO. LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
Township 13 South, Range 36 East, N.M.P.M.
STATE OF NEW MEXICO LANDS:
1. Sec. 30: Lots 1,2, 481.64 V-210 St. of N.M.-All Northern Natural Northern Natural
3,4, ExuWs, 11-1-84 16.66% Gas Company None Gas Company 100%
NL4NEY%
2. Sec. 30: SkNE%, 160.00 v-209 St, of N.M.-All Northern Natural Northern Natural
N}sSEY; 11-1-84 16.66% Gas Company None Gas Company 1007
3. Sec. 29: NkNW%, 160.00 v-218 St. of N.M,-All Harvey E. Yates A. C. Lattu 0.375% Harvey E. Yates
SkSWi 12-1-84 16.66% Company W. T. Wynn 0.25% Company 38.75%
R. C. Smith 0,125% Yates Petroleum
Corporation 35%
Abo Petroleum Corp. 57
Yates Drilling Co. 57
MYCO Industries Inc. 5%
Spiral, Inc. 3.75%
Explorers Petroleum
Corp. 3.75%
Fred G, Yates, Inc. 3.757
4. Sec. 31: NE% 160.00 LG-6476 St. of N.M.-All Yates Petroleum A. C, Lattu 0.375% Harvey E. Yates
4-1-89 12.5% Corporation W. T. Wynn 0.25% Company 38.75%
R. C, Smith 0.1257% Yates Petroleum
Corporation 12.5%

Abo Petroleum Corp. 12.57%
Yates Drilling Co. 12.5%
MYCO Industries,Inc 12.5%
Spiral, Inc. 3.75%
Explorers Petroleum
Corp. 3.
Fred G. Yates, Inc. 3



PATENTED (FEE) LANDS:

5.

STATE OF NEW MEXICO LANDS:

Sec. 29:

Sec. 32:

Sec. 32:

Sec. 31:

Sec. 31:

EX%
SYNEX;,
NisSWY

NE}%NEX

E%NEY,
SE%NEX,
Nw4

Lots 1,2,
E}NWY

Lots 1,2,
E%NWY

PATENTED (FEE) LANDS

480.00

40.00

280.00

160.89
(gross)
137.89
(net)

160.89
(gross)
23.00
(net)

961.64 ac.
960.89 ac.

12-5-82

6-8-84

6-5-84

6-5-84

1-24-83

M. E. McClure
1/2 of 18.375%
J. A. Myers

1/2 of 18.375%

H. N. McDaniel
18.75%

R. Betenbough
3/4 of 18.375%
L. Betenbough
1/4 of 18.375%

R. Betenbough

103.42/160.89 of
18.375%

L. Betenbough

34.47/160.89 of

18.375%

F. L. Heidel
1/2 of 25%

A. M. Swarthout
1/2 of 25%

(50.019505% of Unit Area)
(49.980495% of Unit Area)

Harvey E. Yates

Company 100%
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 100%

Professional Investment
& Trust Co. 100%

A. C.
W. T.
R. C.
A. C,
wW. T.
R. C.
A. C.
w. T.
R. C.
A. C.
wW. T.
R. C.
None

Lattu
Wynn
Smith

Lattu

Wynn
Smith

Lattu
Wynn
Smith

Lattu

Wynn
Smith

0.75%
0.50%
0.25%

0.75%
0.50%
0.25%

0.75%
0.50%
0.25%

Harvey E. Yates
Company

Spiral, Inc.

Explorers Petroleum
Corp. 7.5%

Fred G. Yates, Inc. 7.5%

Harvey E. Yates
Company

Spiral, Inc.

Explorers Petroleum
Corp. 7.5%
Fred G. Yates, Inc. 7.5%

77.5%
7.5%

Harvey E. Yates
Company

Spiral, Inc.
Explorers Petroleum
Corp. 7.
Fred G. Yates, Inc. 7

77.5%
7.5%

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum
Corp. 7.5%
Fred G. Yates, Inc. 7.5%

Professional Investment
& Trust Co. 100%



BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
HARVEY E. YATES COMPANY

FOR APPROVAL OF THE BETENBOUGH

UNIT AGREEMENT, LEA COUNTY,

NEW MEXICO

APPLICATION

COMES NOW HARVEY E. YATES COMPANY by its attorney and
respectfully states:

1. Applicant seeks approval of the proposed unit
agreement for development and operation of the Betenbough Unit,
Lea County, New Mexico. A copy of said proposed unit agrecement

is attached hereto as Exhibit A,

2. The proposed unit area covered by said unit agree-
ment is as follows:

Township 13 South, Range 36 East, N.M.P.M,

Section 29: ALL

Section 30: ALL

Section 31: Lots 1 & 2, E/2 NW/4 (N/2)

Section 32: N/2

Containing 1921.23 acres more or less, from

the surface to all depths, Lea County, New Mexico

3. The ownership within the proposed unit area is as
follows:
State of New Mexico Lands 50.019505%
Fee Lands 49.980495%
4. Applicant is informed and believes, and upon such
information and belief, states that the proposed unit area covers
all or substantially all of the geological feature involved, and

that in the event of a discovery of oil and gas thereon, that said



unit agreement will permit the producing area to be developed or
operated in the interest of conservation and the prevention of

waste of unitized substances.

5. Applicant 1is designated as the unit operator in
said unit agreement, and, as such, 1is given authority under the
terms thereof to carry on all operations necessary for the
development and operation of the unit area for oil and gas sub-

ject to all applicable laws and regulations.

6. Said unit agreement provides for the drilling of
an initial test well to a depth sufficient to test the Austin-
Mississippian formation, but applicant is not obligated to drill

said well in any event to a depth in excess of 13,600 feet.

7. Applicant believes that in the event oil or gaé
is discovered in paying quantities on lands within the unit area,
that the field or area can be developed more economically and
efficiently under the terms of said unit agreement, to the end
that maximum recovery will be obtained of unitized substances,
and that said unit agreement will promote conservation and the
prevention of waste as contemplated by the statutes of the State

of New Mexico and the rules and requlations of the division.

8. Upon an order being entered by the division approv-
ing said unit agreement, and after approval of the same by the
Commissioner of Public Lands and the State of New Mexico, an

approved copy will be filed with the division.

WHEREFORE, applicant respectfully requests:
A. That this application be set for a hearing before
an examiner and that notice of said hearing be given as required

by law.

B. That upon such hearing, the division enter 1its



order approving said unit aqreement as being in the interest of

conservation and the prevention of waste.

C. For such further relief as the division deems

just and proper.

pated this !L\’ day of February, 1980.

HARVEY E. YATES CQMPANY

Robert H. Strand

P. O. Box 1933
Roswell, New Mexico 88201

Attorney for Applicant



UNIT ACREFUEMENT
FOR THE DEVELOPMENT AND OPERATION
oF THE

BETENBOUGH UNTIT AREA

LEA COUNTY ,NEW MEXICO

NO.

THIS ACREEMENT, entered into as of the 21°“day of January

19 80 by and between the parties subscribing, ratifying or consenting hereto, and

herein referred to as the ''parties hereto';

WITNESSETH:
WHEREAS, the parties hereto are the owners of working, royalty, or other

0il or gas interests In the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, N. M. Statutes
1978 Annot.), to consent to and approve the development or operation of State Lands
under agreemenﬁs made by lessees of State Land jointly or severally with other lessees
where such agrcements provide for the unit operation or development of part of or all

of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by and Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.
19, Art. 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend with the approval of

lessee, cvidenced by the lessee's execution of such agrecment or otherwise, any oil

and gas lease embracing State Lands so that the length of the term of said lease may
coincide with the term of such apreements for the unit operation and development of

part or all of any oil or gas pool, ficld, or areca; and

WHEREAS, the 011 Consevvatien Dvision of the Fnergy and Minerals Depart-
mest of the State of New Mexico (hercinafter referred to as the "Division"), s
authorized by an Act of the Lepislature (Chap. 72, Laws 1935, as amended, being
Svct oo 70-2-1 ot qu; Yew Mexico Statutes Annotated, 1978 Compilation) to approve
this aereement and the consevvation provisions hereof; and

WEFEEAS, the partices hereto hold sufficicnt fntevests in the  Betenbough

o lindt Avea coveriny the land herefnafier desevibed to give reasonably

cifective control of operatlons therein; and ¥



WHIEREAS, 1t is the purposce of the parties hereto to conserve natural
resources, prevent waste and sccure other benefits obtalnable through development and

operation of the area subject to this agreement under the terms, conditions and lim-

itations herein set forth;

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

1. UNIT AREA: The following described land is hereby designated and
recognized as constituting the unit area:

Township 13 South | Range 36 East N.M.P.M.

Section 29: All
30: Lots 1,2,3,4, E/2, E/2 W/2

31: Lots 1&2, E/2 NW/4, NE/4 and 32: N/2
containing  yg495 g1 acres, more or less,

LEA County, New Mexico

Exhibit A attached hereto is a map showing thé unit area and the boundaries
and identity of tracts and leases in said area to the extent known to the unit oper-
ator, Exhibit B attached hereto is a schedule showing to the extent known to the unit
operator the acreage, percentage and kind of ownership of o0il and gas interests in all
lands in the unit area. However, nothing herein or in said schedule or map shall be
construed as a representation by any party hercto as to the ownership of any intgrest
other than such interest or interests as are shown on said map or schedule as owned
by such party. Exhibits A and B shall be revised by the unit operator whenever changes
in ownership in the unit arca render such revisions necessary or when requested by the
Commissicner of Public Lands, hercinafter referred to as "Commissioner" or the 0il

Conscrvation Division, hercinafter referred to as the "Division™.

All Jand committed to this agrement shall constitute land referred to herein

as "unitized tand” or "lund subject to this apreement'.

2. UNITIZED SUBSTANCES: A1l oil, gas, natural gasoline, and associated

fluid hvdreourbons in anv and all formations of the unitized land are unitized under

the tevms of this agrecment and heveln are called "unftized substances'.

3. UNIT OPERAIOR: HARVEY E. YATES COMPANY

whose address is

Suite 300, SNB Building, __is hereby designated as unit operator and by
P. 0. Box 1933, Roswell, NM 88201

signature hereto coumits to this agreement all doterest in unitized substances vested
in {1t as set forth in Exhibit B, and aprees and consents to accept the duties and oblli-

cations of ualt operator for the discovery, development and production of unftized sub-

stuances as herein provided,  Whenevery reference o made hercein to the unit operator,



such reference mcans the unit operator acting in that capaclty and not as an owner of
interests in unitized substances, and the term "working interest owner'" when uscd here-
in shall tnclude or refer to unit operator as the owner of a working Interest when

such an interest is owned by {¢,

4, RESGINATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

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

Unit operator may, upon default or failure in the performance of its duties
or obligations hereunder, be subject to removal by the same percentage vote of the

owners of working inerersts determined in like manner as herein provided for the selec-

tion of a new unit operator. Such removal shall be effective upon notice thereof to
the Commissioner and the Division.

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

5. §QQ§E§§pgby§jj:92ﬁRQIQB; Whenever the unit operator shall resign as
unrit operator or shall be removed as hereinabove provided, the owners of the working
intereats according to their respective acreage interests in all unitized land shall
by o majority vote sclect a successor uuit operator; provided that, if a majority
but less than seventyv-five percent {75%) of the working interests qualificd to vote
is ovnoed by one party to this agreement, a coucurring vote of sufficient additional
partic., so as to constitute in the apgregate not less than seventy-five percent (75%)
of the total wvorxing fnterests, shall be required to select a new operator.  Such scelee-
tion shall nor becowme effective until (o) a unit operator so selected shall accept {n

viiting the dutles and respensibilities of untt operator, and (b) the selection shall



have been approved by che Commissloner., If no successor unit operator is selected and

qualificed as herein provided, the Commissioner at his election, with notice to the

Divislon, may declare this unit agreement terminated.

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

all costs and expenses incurred in conducting unit operations hereunder, and usch costs
and expenses and the working Interest benefits accruing hereunder shall be apportioned,
among the owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners of such inter-

ests, whether one or more, separately or collectively. Any agreement or agreements

entered into between the working interest owners
in this section, whether one or more, are herein

ment'

No such agreement shall be deemed either
ditions of this unit agreement or to relieve the

gation established under this unit agreement and

and the unit operator as provided

referred to as the '"Operating Agree-
to modify any of the terms and con-
unit operator of any right or obli-

in case of any inconsistencies or

conflict between this unit agreement and the operating agreement, this unit agree-

ment shall prevail,

7. RIGHTS AND OBLIGATIOMS OF UNIT OPERATOR: Except as otherwise specifi-

cally provided herein, the exclusive right, privilege and duty of exercising any and
all rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating and distributing the untizied substances are hereby

delegated to and shall be exercised by the unit operator as herein provided. Accept-

able evidence of title to said rights shall be deposited with said unit operator and,

together with this agreement, shall constitute and define the rights, privileges and

obligations of unit operator. Nothing herein, however, shall be construed to transfer

title to any land or to any leasce or operating agrecement, 1t beinpg understood that under

this afreenent the unit operator, in its capacity as unit operator, shall exercice the
rights of possession and use vested in the parties hereto only for the purposes herein

specified.

€. DRILIING 1O DISCOVERY:  The unit opervator shall, within sixty (60) days

alter the effective date of this apreemcat, commence operations upon an adequate test

woell for oil and gas upen come part of the lands embraced within the unit areca and

shall dritl eadd well with due diligence to a depth sufficient to attafn the top of

theAustin Mississippianforiation or to such a depth as unitized substances shall be

discovered in paving quantities at a lesser depth or unitl it shall, in the opionton

of vait Lo determined that

operator, the furthey drilling of sald well shall be un-
varranted ov Jwpracticable; provided, howvever, that unit operator shall not, in any
evoat, he reguived to deill sald well ta a depth In excess of 13,600 feet.,  Untf]



B T 2 e R T Sy, o e . :
.

a discovery of a deposit of unitized substances capable of being produced {n paying
quantities (to-wit: quantities sufficlent to repay the costs of drilling and produc-
ing operations with a reasonable profit) uunlc operator shall continue drilling dili-
gently, one well at a time, allowing not more than six months betwecen the completion of
one well and the beginning of the next well, until a well capable of producing unitized
substances in paying quantities s completed to the satisfaction of the Commissioner
or until it 1s reasonably proven to the satisfaction of the unit operator that the
unitized land 1is incapable of producing unitized substances in paying quantities in
the formation drilled hereunder.

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

by this unit agreement shall cease and terminate as of such date.

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

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

It is understood that one of the main cousiderations for the approval of
this agrescent by the Commissioner of Public Lands is to secure the orderly develop-
ment of the unitized lands in accordance with good conservation practices so as to
obtain the greatest ultinate recovery of unitized substances.

After discovery of unitized substances iu paying quantitics, unit operator
shall proceed with didigence to reasonably develep the unitized area as a recconably
prudent operator would develop such arca under the same or similar clirvcumstances,

I the unit eperator should fail to comply with the above covenant for
redaoaahle developanent this apreement may be terminatoed by the Commissioner as to
all Jands of the State ol New Mextoo embricetug undeveloped repular well spacing or
proviatton units, but in soch event, the bacls of participation by the working Interest

vwners shall yeoade the saae as (0 thiis aprevieent had not been terminated o ta aneh



lands; provided, however, the Comm{ssioner shall give notice to the unit operator

and the lessces of record In the manner prescribed by (Scc. 19-10-20 N. M, Statutes

1978 Annotated,) of {ntention to cancel on account of any alleged breach of said

covenant for rcasonable development and any declsion entered thereunder shall be

subject to appeal in the manner prescribed by (Scc. 19-10-23 N.M. Statutes 1978 Annotated)
and, provided further, in any event the unit opcrator shall be given a reasonable op-
portunity after a final determination within which to remedy any default, failing in
which this agreement shall be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units.

10, PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres com-
mitted to this unit agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehold interests particpating therein. For the
purpose of determining any benefits accuring under this agreement and the distribution
of the royaltiés payable to the State of New Mexico and other lessors, each separate
lease shall have allocated to it such percentage of said production as the numbcer of
acres in cach lease respectively committed to this agrcement bears to the total num-
ber of acres committed hercto.

Notwithstanding any provisions contained herein to the contrary, each work-
ing interest owner shall have the right to take such owner's proportionate share of
the unitized substances in kind or to personally sell or dispose of the same, and
nothing herein contained shnll_bo construed as giving or granting to the unit operator
the right to sell or othevvise dispose of the proportionate share of any working inter-
est owner vithout specific authorvization from time to time so to do.

11, ALLOCATION OF PRODUCTION: VAll unitized substaaces produced from cach
tract in the wnitized arca established under this agreement, except any part thercof
used for production or developuent purposes hercunder, or unavoidably lost, shall be

'

deemed to be produced equally on an acreage basis from the several tracts of the unitized

land, and fer the purpose of determining any benef{its that accrue on an acreape basis,
each such tract shall have alleocated to it such percentage of sald production as {ts area
bears to the entive unitized avea, It ds hereby asveed that production of unitized

P4 &

1

substances from the unitized arca shall be allocated as provided hérein, regardless

whether any wells are drilled onoany pavtfculay tracts of sald wnftized oren,

f



12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTTES:

All rentals due the State of New Mexico shall be paild by the respective
lease owners in accordance with the terms of their leases.

All royalties due to the State of New Mexico under the terms of the leases
committed to this agreement shall be computed and paid on the basis of all unitized
substances allocated to the respective leases committed hereto; provided, however,
the State shall be entitled to take in kind its share of the unitized substances al-
located to the respeccive leases, and in such case the unit operator shall make deliverie:
of such royalty oil 1in accordance with the terms of the respective leases.

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

If the unit operator introduces gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increasing the ultimate recovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
cause may te vithdrawn from the formation into which the gas was introduced royalty

free as to dry gas but not as to the products extracted therefrom: provided, that such

withdrawal shall be at such time as may be provided in a plan of operation cousented
to by the Commissioner and approved by the Division as conforming to good petroleum
cngincering practice; and provided further, that such right of withdrawal shall ter-
minate on the terminaticn of this unit apgreement.

If any leasc comnitted hereto is burdened with an overriding royalty, pay-

rent oot of production or other charge in addition to the usual royalty, the owner

of ¢ach arehl Tease shall bear and assume the sawne cut of the unftized substances

allecoted vo the lands embraced In each such lease as provided herein.

TO LanDS WEFHIN THE UNTTIZED AREA:

13, TFASES AND CONTRAGTS CONFORMED AMD EXTENDED INSOFAR AS THEY API'LY

The terms, conditions and provisions of all leases, subleases, operatling
avtovrento and ether contraets veltaing to the exploration, drilling development or
cperaticne tor ofl or pan ol the Jands comaitted to this apgreement, shall as of the

ciyective date hereof, be and the same are heveby expressly modificd and amended

fo-otar ae they apply to lTands within the anitized arcea to the extent necessary to



mike the same conform to the provisions hereof and so that the respective terms of
sald leases and agreements will be extended insofar as necessary to cotncide with
the term of this agrcement and the approval of this agreement by the ommissioner and
the respective lessors and lessees shall be effective to conform the proQisions and
extend the terms of each such lease as to lands within the unitized area to the pro-
visfons and terms of this agreement; but otherwise to remain in full force and effect.
FEach lease committed to this agreement, insofar as it applies to lands within the
unitized area, shall continue in force beyond the term provided therein as long as
this agrecment remains in effect, provided, drilling operations upon the initfal test
well provided for herein shall have been commenced or said well is in the process of
heing drilled by the unit operator prior to the expiration of the shortest term lease
conmitted to this agreement. Termination of this agreement shall not effect any lease
which pursuant to the terms thereof or any applicable laws would continue in full force
and effect thereafter. The commencement, completion, continued operation or production
on cach of the leasehold interests committed to this agreement and operations or pro-
duction pursuant to this agrecement shall be deemed to be operations upon and produc-
tion from each leasehold interest committed hereto and there shall be no obligation
on the part of the unit operator or any of the owners of the respective leasehold
interests committed hereto to drill offsets to wells as between the leasehold inter-
ests comnitted to ths agreement, except as provided in Scction 9 hereof.

Any lease embracing lands of the State of New Mexico having only a portion
of its Iands committed hereto shall be segregated as to the portion committed and
as te the protion not conmitted and the terms of such leases shall apply separately as
to such segregated portions commencing as of the effective date hereof. Nolwithstand-
inp any of the provisions of this agrecment to the contrary, any lease embracing lands
of the State of New Mexico having only a portion of its lands committed hcereto shall
cortinue in full force and effect beyond the term provided therein as to all lands
emt roccd fnosuch lease, if oil and gas, or ejther of them, are discovered and arc being
prochiced dn paving quant ities from some part ol tihwe lands embraced in such lease com-
mitted to thiy awreement at the expivation of the secondary term of such lease, or {F,
at the expiration of the sceeondary term, the lessece or the unit operator is then en-
pagcd dn boun Tide drilling or revorking operations on some part of the lands embraced
thervein =Ladl rveawsin o full foree and effect o long as such operations are being
diliveatly prosceuted, and they vesult in the production of oil or gas, satd lease
shodl conddnue In full force and eifect as to all of the lands embraced therein, so long
thorealter s ol and pasy or ofther of them, arve betny produced fn paving quantitles [row

acv o portion of satd Lands,

6 -~



14, CONSERVATION: Operations hereunder and production of unitized sub-

stances shall be conducted to provide for the most economical and efficlent recovery
of sald substances without waste, as defined by or pursuant to State laws or regula-
tions.

15. DRAINACE: In the event a well or wells producing ofl or gas in paying
quanities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offsct well
or wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances.

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

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

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

approval by the Commissiencer and the Division and shall terminate in two years after
such date unless (a) such date of expiration is extended by the Commissioner, or (b)
a valuable discovery of unitized substances has been made on unitized land during said
initial term or any cxtension thereof in which case this agrement shall remain in
effect vo leng as unjtized substances are being produced from the unitized land and,
should preduction cease, so long theveafter as diligent operations are in progress for
the resteratioa of production or discovery of new production and so long thercafter as
tic unitized substances so discovered can be produced as aforesaid.  This agreement
iy be terninated at oeny time by not less than seventy-five percent (75%) on an acreage
buavin ¢f the ovmers of the working interests, signatory lhiercto, with the approval of
the Comnissioner and with notice to Divislon. Likewiue, the failure to comply with
thic drilling requircwments of Section & heveof, may subject this agreement to termina-
tion as provided in said scction.

15, RATL OF PRODUCTION:  All production and the disposal thereof shall be
in confornity with allocations, allotments, and quotas made or fixed by the Commission,

and fnoconformity with all applicable laws and 1aufol repulations, -«



19. APPEARANCES: Unlt operator shall, after anotice to other parties af-
fected, have the right to appear for and on behalf of any and all interests affected
hervby, before the Commissioner of Public Lands and the Division, and to appeal from
orders issucd under the repulations of the Commissioner or Division, or to apply for
relief from any of sald regulations or in any proceecdings on its own behalf relative
to operations pending before the Commissioner or Division; provided, however, that any
other interest party shall also have the right at his own expense to appear and to
participate in any such proceeding.

20-E9119§§L_A11 notices, demands, or statements required hereunder to be given
or rendered to the parties hereto, shall be deemed fully given, if given in writing and
sent by postpaid registered mail, addressed to such party or parties at their respec-
tive addresses, set forth in connection with the signatures hereto or to the ratifi-
cation 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. LUNAVOTDABLE DFLAY: All obligations under this agreement requiring the

unit operator to commence or continue drilling or to opecrate on or produce unitized
substances from any of the lands covered by this agreement, shall be suspended while,
but only sé long as, the Qnit operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whoie or in part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
vncontrallable delays in traunsportion, inability to obtain necessary materials in open
narket, or other matters beyond the reasonable control of the unit operator, whether
similav tu matters hevein enumerated or not.

22, LOSS OF TITLE: Tn the event title to any tract of unitized land or
substantial dinterest therein shall fail, and the truce owner caunot be induced to join
the unit agreement so that such tract is not committed to this agreement, or the oper-
tion thoerveof hercunder becoemes impracticable as a result thereof, such tract may be
climinated from the unitized avea, and the intercst of the parties readjusted as a re-
sult of such tract being eliminated from the unditized area. In the event of a dispute
as to the title to any rvovalty, working, or other interest subject hereto, the unit
cyerator voy withhold payment or delivery of the allocated portion of the unitized
substo, ces dnvolved ot account thereof, without liability for interest until the dis-
pute 1s finally settled, provided that no payments of funds due the State of New Mexfco
shiall be withheld,  Unit operator, as such, is velicved from any responsibility for any
Jeteer or failure of any title hereunder. .

3.0 SUBSEOUENT JOIRDER:  Any ofl or gas Interest In lands within the unit

arca not comaitted hereto, prior to the sabmission of the agrecment for [inal approval

- 10 -



“by the Commisstoner and the Diviston, may be committed hercto by the 9”"cr or owners

of such rights, subscribing or consenting to this agreement, or exccuting o ratlfl-
cation thereof, and {f such owner is also a working {nterest owner, by subscribing to
the operating agrecment providing for the allocation of costs of exploration, develop-
ment, and operation. A subscequent Joinder shall be effective as of the first day of the
month following the approval by the Commissioner and the filing with the Divis{on of
dulv executed counterparts of the Instrument or instruments committing the interest of
such owner to this agrecment, but such joining party or parties, before participating
in any benefits hereunder, shall be required to assume and pay to unit operator, their
proportionate share of the unit expenses incurred prior to such party's or parties '
joinder in the unit agreement, and the unit operator shall make appropriate adjustments
causcd by such joinder, without any retroactive adjustment or revenue,

24, COUNTERPARTS: This agreement may be executed in any number of counter-

parts, no one of which needs to be executed by all parties, or may be ratified or con-
sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratification,
cr coasent hereto with the same force and effect as if all such parties had signed the
same document, and regardless of whether or not it is executed by all other parties
owning or claiming an intcrest in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned partiecs hereto have caused this agree-

ment to boe executed as of the respective dates set forth opposite their signatures.

UNIT OPFRATOR

VEY E. YATES COMPANY
OPERATOR

L V) N4
:Jﬂﬁﬁﬁ'/l - /‘ . Yates, Vice President

Assistant Secr 'ary

STATE OF NEW MEXICO )
)

COUNTY OF CHAVES )

- 3 L

| The foregoing instrument was acknowledged before me this 0 - day of

£ QAL AAA” , 1980, by George M. Yates, Vice President of HARVEY E.

YATES COMPAE&. a New Mexico corporation, on behalf of said corporation.

My Commission Expires:

( ~ OFEICIAL
ﬁQM,/u o?-iir /983

NOTARY PUB'IC - NEW MEXICO R
NOTARY COND FileD WITH SECRETARY OF STATE %

My Commisston Expires .3 c?é/fj’.
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REVISED FEBRUARY 6, 1980
EXHIBIT '"B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS
BETENBOUGH UNIT AREA
LEA COUNTY, NEW MEXICO

DESCRIPTION NUMBER STATE LEASE NO. BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT . OF OF & EXPIRATION AND AND AND AND
NO. LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE

Township 13 South, Range 36 East, N.M.P.M.

STATE OF NEW MEXICO LANDS:

1. Sec. 30: Lots 1,2, 481.64 V-210 St. of N.M.-All Northern Natural Northern Natural
3,4,EXWs, 11-1-84 16.66% Gas Company 100% None Gas Company 100%
NLNEY
2. Sec. 30: SkNE%, 160.00 v-209 St, of N.M.-All Northern Natural Northern Natural
N%SEY; 11-1-84 16.667% Gas Company 1007 None Gas Company 100%
3. Sec. 29: NXNW%, 160.00 v-218 St. of N,M,-Al1 Harvey E. Yates A. C. Lattu 0.375% Harvey E. Yates
SkSW 12-1-84 16.66% Company 100% W. T. Wynn  0.25% Company 38.75%
R. C. Smith 0.125% Yates Petroleum
Corporation 35%

Abo Petroleum Corp. 5%
Yates Drilling Co. 5%
MYCO Industries Inc. 5%

Spiral, Inc. 3.75%
Explorers Petroleum
Corp. 3.75%
Fred G. Yates, Inc. 3.75%
4. Sec. 31: NEY% 160.00 LG-6476 St. of N.M.-All Yates Petroleum A. C, Lattu 0.375% Harvey E. Yates
4-1-89 12.5% Corporation 100% W. T. Wynn 0.25% Company 38.75%
R. C, Smith 0.125% Yates Petroleum
Corporation 12.5%

Abo Petroleum Corp. 12.57%
Yates Drilling Co. 12.5%
MYCO Industries,Inc 12.5%

Spiral, Inc. 3.75%
Explorers Petroleum
Corp. 3.75%

Fred G. Yates, Inc. 3.75%



PATENTED (FEE) LANDS:

5. Sec. 29: EX%
SY%NEX;,
NsSWig

6. Sec. 32: NEYNEX

7. Sec. 32: E%NEY,
SEX%NE%,
NW

8~A Sec. 31: Lots 1,2,
EXsNW

8-B Sec. 31: Lots 1,2,
EXsNwh

STATE OF NEW MEXICO LANDS:

PATENTED (FEE) LANDS

480.00

40.00

280.00

160.89
(gross)
137.89
{net)

160.89
(gross)
23.00
(net)

961.64 ac.

12-5-82

6-8-84

6-5-84

6-5-84

1-24-83

M. E. McClure
1/2 of 18.375%
J. A. Myers

1/2 of 18.375%

H. N. McDaniel
18.75%

R. Betenbough
3/4 of 18.375%
L. Betenbough
1/4 of 18.375%

R. Betenbough

103.42/160.89 of
18.375%

L. Betenbough

34.47/160.89 of

18.3757%

F. L. Heidel
1/2 of 25%

A. M. Swarthout
1/2 of 25%

(50.019505% of Unit Area)
960.89 ac. (49.980495% of Unit Area)

Harvey E. Yates

Company 100%
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 1007

Professional Investment
& Trust Co. 100%

A. C.
W. T.
R. C.
>q 0.
W. T.
R. C.
A. C.
w. T.
R. C.
A. C.
W. T.
R. C.
None

Lattu
Wynn
Smith

Lattu
Wynn
Smith

Lattu
Wynn
Smith

Lattu
Wynn
Smith

0.75%
0.50%
0.25%

0.75%
0.50%
0.25%

0.75%
0.50%
0.25%

0.75%

0.50%
0.25%

Harvey E. Yates
Company
Spiral, Inc. 7.5%
Explorers Petroleum
Corp. . 7.5%
Fred G. Yates, Inc. 7.5

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.5%

Fred G. Yates, Inc. 7.5%

Harvey E. Yates
Company

Spiral, Inc.

Explorers Petroleum
Corp. 7.5%
Fred G. Yates, Inc. 7.5%

77.5%
7.5%

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.5%

Fred G, Yates, Inc. 7.5%

Professional Investment
& Trust Co. 1007



BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
HARVEY E. YATES COMPANY :
FOR APPROVAL OF THE BETENBOUGH :

UNIT AGREEMENT, LEA COUNTY, :
NEW MEXICO :
APPLICATION

COMES NOW HARVEY E. YATES COMPANY by its attorney and
respectfully states:

1. Applicant seeks approval of the proposed unit
agreement for development and operation of the Betenbough Unit,
Lea County, New Mexico. A copy of said proposed unit agrecment

is attached hereto as Exhibit A.

2. The proposed unit area covered by said unit agree-
ment is as follows:

Township 13 South, Range 36 East, N.M.P.M.

Section 29: ALL

Section 30: ALL

Section 31: Lots 1 & 2, E/2 NW/4 (N/2)

Section 32: N/2

Containing 1921.23 acres more or less, from

the surface to all depths, Lea County, New Mexico

3. The ownership within the proposed unit area is as
follows:
State of New Mexico Lands 50.019505%
Fee Lands 49,980495%
4, Applicant is informed and believes, and upon such
information and belief, states that the proposed unit area covers
all or substantially all of the geological feature involved, and

that in the event of a discovery of oil and gas thereon, that said



unit agreement will permit the producing arca to be developed or
operated in the interest of conservation and the prevention of

waste of unitized substances.

5. Applicant 1is designated as the unit operator in
said unit agreement, and, as such, is given authority under the
terms thereof to carry on all operations necessary for the
development and operation of the unit area for oil and gas sub-

ject to all applicable laws and regulations,

6. Said unit agreement provides for the drilling of
an initial test well to a depth sufficient to test the Austin-
Mississippian formation, but applicant is not obligated to drill

said well in any event to a depth in excess of 13,600 feet.

7. Applicant believes that in the event oil or gas
is discovered in paying quantities on lands within the unit area,
that the field or area can be developed more economically and
efficiently under the terms of said unit agreement, to the end
that maximum recovery will be obtained of unitized substances,
and that said unit agreement will promote conservation and the
prevention of waste as contemplated by the statutes of the State

of New Mexico and the rules and requlations of the division.

8. Upon an order being entered by the division approv-
ing said unit agreement, and after approval of the same by the
Commissioner of Public Lands and the State of New Mexico, an

approved copy will be filed with the division.

WHEREFORE, applicant respectfully requests:
A. That this application be set for a hearing before
an examiner and that notice of said hearing be given as required

by law.

B. That upon such hearing, the division enter 1its



order approving said unit agreement as being in the interest of

conservation and the prevention of waste,

C. For such further relief as the division deems

just and proper.

bated this \o o day of February, 1980.

HARVEY E. YATES CQMPANY

P. O. Box 1933
Roswell, New Mexico 88201

Attorney for Applicant



UNIT AGREFMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

BETENBOUGH UNIT AREA

LEA COUNTY ,NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 215tday of January

1980 by and between the parties subscribing, ratifying or consenting hereto, and

herein referred to as the "parties hereto";

WITNESSETH:
WHEREAS, the parties hereto are the owners of working, royalty, or other

01l or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, N. M. Statutes
1978 Annot.), to consent to and approve the development or operation of State Lands
under agreemenﬁs made by lessees of State Land jointly or severally with other lessees

where such agrecements provide for the unit operation or development of part of or all

of any oil or gas pool, field, or area; and

WHEREAS, the Commissiouer of Public Lands of the State of New Mexico is
authorized by and Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.
19, Art. 10, Sec. 47, N. M. Statutes 1978 Annotatecd) to amend with the approval of

lessee, cvidenced by the lessee's execution of such agrecment or otherwise, any oil

and gas lcase emdbracing State lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and development of

part or all of any oil or gas pool, ticld, or areca; and

WHEREAS, the 001 Consevvatien Division of the Encrgy and Minerals Depart-
meat of the State of New Mexice (hereinafter referred to as the "Division"), s
authiorized by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being
Sectios 70-2-1 ¢t qu; Noew Mexdico Statutes Annotated, 1978 Compilation) to approve
thie aereement and the consvrvation provisions hereof: and

WEFRYAS, the pavties heveto hold sufficient interests in the __Betenbough_
e _Unit Arvea coverlag the land hereinafier deseribed to gtvn reasonably

effective control of operattons theredn; and ¥



WHERFAS, 1t is the purposc of the parties hereto to conserve natural
resources, prevent waste and sccure other benefits obtainable through development and

operation of the area subject to this agreement under the terms, conditlons and lim-

{tations herein set forth;

NOW, THEREFORE, 1in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and
recognized as constituting the unit area:

Township 13 South | Range 36 East N.M.P.M,

Section 29: All
30: Lots 1,2,3,4, E/2, E/2 W/2

31: Lots 1&2, E/2 NW/4, NE/4 and 32: N/2
containing 79499 g2 acres, more or less,

LEA County, New Mexico

Exhibit A attached hereto is a map showing the unit area and the boundaries
and identity of tracts and leases in said area to the extent known to the unit oper-
ator. Exhibit B attached hereto is a schedule showing to the extent known to the unit
operator the acreage, percentage and kind of ownership of oil and gas interests in all
lands in the unit area. However, nothing herein or in said schedule or map shall be
construed as a representation by any party hereto as to the ownership of any interest
other than such interest or interests as are shown on said map or schedule as owned
by such party. Exhibits A and B shall be revised by the unit operator whenever changes
in ownership in the unit arca render such revisions necessary or when requested by the
Commissioner of Publiec Lands, hercinafter referred ro as "Commissioner'" or the 0il

Conscrvation Division, hercinafter referred to as the '"Division".

All Jand committed to this agrement shall constitute land referred to herein
as "unitized land” or "lund subject to this agreement”.

2. UNITIZED SUBSTANCES: All ofl, pas, natural pasoline, and associated
fluid hvdrecarbons in anv and all formations of the unitized land are unitized under
the terms of this agreement and heveln are called "unftized substances'.

3. UNIT OPERATOR: HARVEY E. YATES COM?%NY ___, whose address is

Suite 300, SNB Building, ~  is hereby designated as unit operator and by
P. O. Box 1933, Roswell, NM 88201

sipuature hereto commits to this agrecewment all duterest in unitized substances vested
in 1t as set forth in ExbdbLit B, and aprees and cousents to accept the dutles and obli-

gations of unit operator for the discovery, developuent and production of unitized sub-

stances as heredin provided,  Whenever reference e made herein to the unft operator,



such reference mcans the unit operator acting in that capaclty and not as an owner of
interests in unitized substances, and the term "working Interest owner" when uscd here-
in shall include or refer to unit operator as the owner of a working Interest when

such an Iinterest is owned by {t.

4. RESGCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

right to resign at any time but such resignation shall not become effective until a
successor unit operator has been selected and approved in the manner provided for in
Section 5 of this agreement. The resignation of the unit operator shall not release
the unit operator from any liability or any default by it hereunder occurring prior
to the effective date of 1ts resignation.

Unit operator may, upon default or failure in the performance of its duties
or obligations hereunder, be subject to removal by the same percentage vote of the

owners of working inerersts determined in like manner as herein provided for the selec-

tion of a new unit operator. Such removal shall be effective upon notice thereof to
the Commissioner and the Division.

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

5. 3QQ§E§§QS‘LQQJ:QQERQIQR; Whenever the unit operator shall resipn as
unit opvrator or shall be removed as hereinabove provided, the owners of the working
interests according to thedir respective acreage interests in all unitized land shall
by o majority vote select a successor unit operator; provided that, if a majority
but less than seventy-five percent (75%) of the working interests qualified to vote
g ovaed by one party to this agreement, a concurring vote of sufficient additional
particas, so as to constitute in the agpregate not less than seventy-five percent (75%)
of the total working interests, shall be required to seleet a new operator.  Such sclec-
tion shall not become eflfective until (a) a unit operator so selected shall accept in

vidting the dutfes and responsibilitics of unit operator, and (b) the selectlon shall



have been approved by the Commlssloner. If no successor unit operator is selected and
qualificd as herein provided, the Commissioner at his election, with notice to the

Divis{on, may declare this unit agreement terminated.

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

all costs and expenses incurred in conducting unit operations hereunder, and usch costs
and expenses and the working interest benefits accruing hereunder shall be apportioned,
among the owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners of such inter-
ests, whether one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and the unit operator as provided

in this section, whether one or more, are herein referred to as the "Operating Agree-
ment'. No such agreement shall be deemed either to modify any of the terms and con-
ditions of this unit agrecment or to relieve the unit operator of any right or obli-
gation established under this unit agreement and in case of any inconsistencies or
conflict between this unit agreement and the operating agreement, this unit agree-
ment shall prevail.

7. RIGHTS AND OBL.IGATIOMS OF UNIT OPERATOR: Except as otherwisec specifi-

cally provided herein, the exclusive right, privilege and duty of exercising any and
all rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating and distributing the untizied substances are hereby
delegated to and shall be exercised by the unit operator as herein provided. Accept-
able evidence of title to said rights shall be deposited with said unit operator and,
together with this agreement, shall constitute and define the rights, privileges and
obligations of unit operator. Nothing herein, however, shall be construed to transfer
title to any land or to any lease or operating agreement, it being understood that under
this apreement the unit operator, in its capacity as unit operator, shall exercice the
rights of possession and use vested in the partices hereto only for the purposes herein
specified.

E. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60) days
after the effective date of this agreement, commeunce operations upon an adequatce test
well for oil aw! gas wpon some part of the Yands cwbraced within the unit area and
shall drill sajd well with Jue diligence to a depth sufficient to attain the top of
thwAustin Mississippianfovwation ov to such a depth as uniftized substances shall be
diveovered in paving quantitics ot a lesser depth or unitl it shall, in the opluion
of vait operator, bd determined that the further drilling of said Jtd 1 shall bLe un-
varranted or Jwmpracticable; provided, however, that unlt operater shall not, in any

evieat, be required to drtll sald well to a depth In excess of 13,600 feet. Unttl
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a discovery of a deposit of unitized substances capable of being produced [n payling
quantities (to-wit: quantities sufficient to repay the costs of drilling and produc-
ing operations with a reasonable profit) unit operator shall continue drilling dili-
gently, one well at a time, allowing not more than six months between the completion of
one well and the beginning of the next well, until a well capable of producing unitized
substances In paying quantities is completed to the satisfaction of the Commissioner
or until it is reasonably proven to the satisfaction of the unit operator that the
unitized land is incapable of producing unitized substances in paying quantities in
the formation drilled hereunder.

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

by this unit agreement shall cease and terminate as of such date.

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

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

It is understood that one of the main considervations for the approval of’
this agruement by the Conmissioner of Public Lands is to securce the orderly develop-
nent of the unitized lands in accordance with good conscrvation practices so as to
obtain the greatest ultinate recovery of unitized substances.

Alter discovery of unitived substonces in paying quantitics, unit operator
shall proceed wvith diligence to reasonably develop the unitized area as a recconably
prudent operateor would develop such areca under the same or simflar circumstances.

11 the unit eperator should fail to conply with the above covenaut for
redsonable development this apreement may be teroinated by the Commlssioner as Lo
all Jands of the State of New Hextoo embracing undeveloped repular well spacing or
provation unfts, but fn sach event, the basls of particlipation by the working interest

owtiers shatl veonddn the saue an 0 thits aprcement bad not been terminated oo to oneh



lands; provided, however, the Commissioner shall give notice to the unit operator

and the lessees of record {n the manner prescribed by (Sce. 19-10-20 N. M, Statutes

1978 Annotated,) of intention to cancel on account of any alleged breach of said

covenant for rcasonable development and any declisfon entered thereunder shall be

subject to appeal in the manner prescribed by (Scc. 19-10-23 N.M. Statutes 1978 Annotated)
and, provided further, in any event the unit operator shall be given a reasonable op-
portunity after a final determination within which to remedy any default, failing in
which this agreement shall be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres com-
mitted to this unit agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehold interests particpating therein. For the
purpose of determining any benefits accuring under this agreement and the distribution
of the rovalties payable to the State of New Mexico and other lessors, each separate
lease shall have allccated to it such percentage of said production as the number of
acres in ¢ach lease respectively committed to this agrcement bears to the total aum-
ber of acres cormitted hereto.

Notwithstanding any provisions contained herein to the contrary, each work-
ing interest owner shall have the right to take such owner's proportionate share of
the unitized substances in kind or to personally sell or dispose of the same, and
nothing hevein contaiaed shall be construed as givioy or granting to the unit operator
the right to sell or otherwise dispose of the proportionate share of any working inter-
est ovier vithout specific authovication from time to time so to do.

Tl ALLOCATION OF PRODUCTION:  All unitizced substances produced from cach
tract in the unitized area established under this agreement, except any part thercof
used for preduction or development purposes hercunder, or unavoldably lost, shall be

beoproduced equally oon oan acreage basis from the several tracts of the unitized

Gevmed to
lTand, wnd fer the purpose of determining any benefits that acerue on an acreape basis,
cach such tract shall have allocated to it such percentage of sald production as fts avea
bearvs to the entive ueitized avea. 1t dg bhereby agreed that production of unitized

substances from the unitized area shall be allocated as provided herefn, regardless

whethey any wells gre deidled on any particular tracts of sald unttlzed oren,



12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTTES:

All rentals duc the State of New Mexico shall be paid by the respective
lease owners 1in accordance with the terms of their leases.

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

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

If the unit operator introduces gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increcasing the ultimate recovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
cause may e withdrawn from the formation into which the gas was introduced royalty

free as to dry gas but not as to the products extracted therefrom: provided, that such

withdrawal shall be at such time as may be provided in a plan of operation consented
to by the Comminsioney and approved by the Division as conforming to good petroleum
cengineccring practice; and provided further, that such right of withdrawal shall ter-
minate on the terminatien of this unit agreement.,

If any lease committed hereto is burdened with an overriding royalty, pay-

ment oot of preduction or other charge in addition to the usual royalty, the owner

3

of cacn oeely Tease shall bear and assume the same out of the unjtized substances

allecated o the lands emhraced in each such lease as provided herein.,

13, 1FASES AMD CONTRAGTS CONFORNED AND ENTENDED TNSOFAR AS THEY APPLY

T LANDS WEPIN THE UNITIZED. AREA:

-

The tenmns, conditions and provisions of all leases, subleases, operating
artecyonts and ethery contyaets reltaing fo the exploration, dvilling development or
operatica tor oil or pan of the Jands comaitted to this agreement, shall as of the
cffecrive date heveof, be and the sane ave heveby expressly modificd and amcended

foootar as they apply to lands within the aniticzed arcea to the extent pecessay ta



mke the same conform to the provisions hereof and so that the respective terms of
sald lecases and agreements will be extended insofar as necessary to coincide with
the term of this agrecment and the approval of this agreement by the ommissioner and
the respective lessors and lesseces shall be effective to conform the proﬁisions and
extend the terms of each such lease as to lands within the unitized area to the pro-
visions and terms of this agreement; but otherwise to remain in full force and effect.
Each lease committed to this agreement, insofar as it applies to lands within the
unitized area, shall continue in force beyond the term provided therein as long as
this agreement remains in effect, provided, drilling operations upon the initial test
well provided for herein shall have been commenced or said well is in the process of
being drilled by the unit operator prior to the expiration of the shortest term lease
comnitted to this agreement. Termination of this agreement shall not effect any lease
which pursuant to the terms thereof or any applicable laws would continue in full force
and effect thereafter. The commencement, completion, continued operation or production
on each of the leasehold interests committed to this agreement and operations or pro-
duction pursuant to this agreement shall be deemed to be operations upon and produc-
tion from each leasehold interest committed hereto and there shall be no obligation
on the part of the unit operator or any of the owners of the respective leasehold
interests committed hereto to drill offsets to wells as between the leasehold inter-
ests comnitted to ths agreement, except as provided in Section 9 hereof.

Any leasc embracing lands of the State of MNew Mexico having only a portion
of its lands committed hereto shall be segregated as to the portion committed and
as to the prolion not committed and the terms of such leases shall apply scparately as
to such segregated portions commencing as of the effective date hereof. Notwithstand-
ing any of the provisions of this agrecment to the contrary, any lease embracing lands
of the State of New Mexico having only a portion of its lands committed hereto shall
contings in full force aud effect beyond the term provided therein as to all lands
et roced in osuch lease, if oil and pgas, og either of them, are discovered and are being
proshuced in payving quantitics from some part of the lands embraced in such leasc com-
mitted to this asreement at the expivation of the sccondary term of such lease, or if,
at the expiration of the sccondary term, the lessee or the unit operator is then en-
gaped in o bone THde drilling or revorking operations on sowme part of the lands embraced
therein shndl veaain don full foree and effect so Yong as such operations are being
didtiveatly prosceured, and they yesult dn the production of oil or pas, satd lease
shall conddfnue In full foree and effect as to all of the lands embrfaced therein, so Yong
thevrcaiter as ofl and pasy or ofther of them, are belnp produced in paying quantitfes from

anyoportion of said lands,

6 -



14, CONSERVATION: Operatfons hereunder and production of unitized sub-

stances shall be conducted to provide for the most economical and efficlent recovery
of sald substances without waste, as defined by or pursuant to State laws or regula-
tions.

15. DRAINACE: In the event a well or wells producing oil or gas in paying
quanities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offsct well
or wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances.

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

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

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

approval by the Commissiencer and the Division and shall terminate in two years after
such date unless (a) such date of expiration is extended by the Commissioner, or (b)
a valuable discovery of unitized substances has been made on unitized land during said
initial term or any cxtension thereof in which case this agrement shall remain in
¢ffect so long as unitized substances are being produced from the unitized land and,
shiould production cease, so long theveafter as diligent operations are in progress for
the restoratioa of production or discovery of new production and so long thercafter as
ti.c unitized substances so discovered can be produced as aforesaid.  This agreement
ray be terainated at any time by not less than seveaty-five percent (75Z) on an acreage
basis ¢f the owmers of the working interests, sipnatory hercto, with the approval of
the Coamiasioner and with notice to Division. Likewise, the failure to comply with
the drilline requircments of Section 8 heveof, may subject this agreement to termina-
tion as provided In said scction.

1S, RATL CF PRODECTION: A1l production and the disposal thereof shall be
in conforaity with allocations, allotments, and quotas made or fixed by the Cemmission,

and i cenfornity with all applicable Yaws and Taufol repulations. -



19. APPEARANCES: Unlt operator shall, after notice to other parties af-
fected, have the right to appear for and on hehalf of any and all interests affected
hereby, before the Commissfoner of Pubhlie Lands and the Division, and to appeal from
orders issucd under the regulations of the Commlssionecr or Division, or to apply for
relief from any of saild regulations or in any proceedings on its own behalf relatlve
to operations pending before the Commissioner or Division; provided, however, that any
other interest party shall also have the right at his own expense to appear and to
participate in any such proceeding.

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

21. UNAVOTLABLE DELAY: 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 agrecment, shall be suspended while,
but only so long as, the Qnit operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whoie or in part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportion, inability to obtain necessary materials in open
market, or other matters beyond the reasonable control of the unit operator, whether
similgr to matters herein enumerated or not.

22, LOSS OF TITLE: In the event title to any tract of unitized land or
substantial intervest therein shall fail, and the truce owner cannot be induced to join
the unit agreecment so that such tract is not committed to this agreement, or the oper-
tion theveof hercunder becomen impracticable as a result thereof, such tract may be
climinnicd from the unitized arvea, aud the interest of the parties readjusted as a re-
sult of such tract being eliminated {rom the wdtized area. In the event of a dispute
as to the title to any rovalty, working, or other interest subject hereto, the unit
eperator vav withhold payment or delivery of the allocated portion of the unitized
suhsto, cos dnvolved on account thereof, without liabitity for interest untfl the dis-
pute is finally scttled, provided that no payments ol funds due the State of HNew Mexico
shall bhe withheld, Unit operator, as such, is veliceved from any responsibility for any
deteet v failare of any title hereunder, .

2300 SUBSEQUENT JOINDER: Any ofl or pas Interest fn lands within the unit

area not comaitted bereto, prior to the subufssion of the apgreement for final approval

~ 10 -



by the Commissfoncer and the Diviston, may be committed hercto by the gwncr or owners

of such riphts, subscribing or conscenting to this apgreement, or execuling a ratlf{-
cation thereof, and {f such owner 1s also a working interest owner, by subscribing to
the operating agrecment providing for the allocation of costs of exploration, develop-
ment, and operation. A subscquent Joinder shall be effective as of the first day of the
month followling the approval by the Commissioner and the filing with the Division of
duly’executod counterparts of the instrument or instruments committing the interest of
such owner to this agrevment, but such joining party or parties, before participating
in any benefits hereunder, shall be required to assume and pay to unit operator, their
proportionate share of the unit expenses incurred prior to such party's or parties !
joinder in the unit agreement, and the unit operator shall make appropriate adjustments
caused by such joinder, without any retroactive adjustment or revenue.

24, COUNTERPARTS: This agreement may be executed in any number of counter-

parts, no one of which neceds to be executed by all parties, or may be ratified or con-
sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratification,
or consent hereto with the same force and effect as if all such parties had signed the
same docunent, and regardless of whether or not it i{s executed by all other parties
owning or claiming an interest in the lands within the above described unit area.

IN WITNESS WHEREUF, the undersigned parties hereto have caused this agree-

ment to be executed as of the reupective dates set forth opposite their signatures.

UNLT OPERATOR _

ARVEY E. YATES COMPANY
OPERATOR

@

*

fiam—gb_&_/.‘c_;é_ei? AL i By_F
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Assistant Secrefary o

l Yates, Vice President

STATE OF NEW MEXICO )

)
COUNTY OF CHAVES )
3 th
W The foregoing instrument was acknowledged before me this 0 - day of
N, a Al , 1980, by George M. Yates, Vice President of HARVEY E,

fl&Es COMPAﬁ&, a New Mexico corporation, on behalf of said corporation.

S s : ) DRBRARNRIETE
My Commission Expires: RARDASRREDY ~=
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NOTARY PURIIC - NiW MEXICO R
NOTARY COND FitED WITH SECRETARY OF STATE g

My Commission Expires 3 f"l) L/fj.
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EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF QIL AND GAS INTERESTS

BETENBOUGH UNIT AREA
LEA COUNTY, NEW MEXICO

REVISED FEBRUARY 6, 1980

DESCRIPTION NUMBER STATE LEASE NO. BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT . OF OF & EXPIRATION AND AND AND AND
NO. LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
Township 13 South, Range 36 East, N.M.P.M.
STATE OF NEW MEXICO LANDS:
1. Sec. 30: Lots 1,2, 481.64 v-210 St. of N.M.-All Northern Natural Northern Natural
3,4,E%Ws, 11-1-84 16.66% Gas Company 100% None Gas Company 100%
N%NEY
2. Sec. 30: S%NE%, 160.00 V~209 St, of N.M.-All Northern Natural Northern Natural
N%SEY 11-1-84 16.66% Gas Company 100% None Gas Company 100%
3. Sec. 29: NisNW, 160.00 V-218 St. of N.M,-All Harvey E. Yates A. C. Lattu 0.375% Harvey E. Yates
SkSWh 12-1-84 16.667% Company 100% W. T. Wynn  0.25% Company 38.75%
R. C. Smith 0.1257% Yates Petroleum
Corporation 35%
Abo Petroleum Corp. 5%
Yates Drilling Co. 5%
MYCO Industries Inc. 5%
Spiral, Inc. 3.75%
Explorers Petroleum
Corp. 3.75%
Fred G. Yates, Inc. 3.75%
4, Sec. 31: NE% 160.00 LG-6476 St. of N.M.-All Yates Petroleum A. C, Lattu 0.375% Harvey E. Yates
4~-1-89 12.5% Corporation 100% W. T. Wynn 0.25% Company 38.75%
R. C, Smith 0.1257 Yates Petroleum
Corporation 12.5%

Abo Petroleum Corp. 12.5%
Yates Drilling Co.
MYCO Industries,Inc 12.5%

12.5%

Spiral, Inc. 3.75%
Explorers Petroleum

Corp. 3.75%
Fred G. Yates, Inc. 3.75%



PATENTED (FEE) LANDS:

5.

8-A

STATE OF NEW MEXICO LANDS:
PATENTED (FEE) LANDS

Sec.

Sec.

Sec.

Sec.

Sec.

29:

32:

32:

31:

31:

E} 480.00

SkNEY,

NisSW

NE4NE?; 40.00

ELNEY;, 280.00

SEXNEX,

Nwi;

Lots 1,2, 160.89

ElsNW (gross)
137.89
(net)

Lots 1,2, 160.89

E}NWY; (gross)
23.00
(net)

960.89 ac.

AIT5y

12-5-82

6-8~-84

6-5-84

6-5~-84

1-24-83

M. E. McClure
1/2 of 18.375%
J. A. Myers

1/2 of 18.375%

H. N. McDaniel
18.75%

R. Betenbough
3/4 of 18.375%
L. Betenbough
1/4 of 18.375%

R. Betenbough

103,42/160.89 of
18.375%

L. Betenbough

34.47/160.89 of
18.375%

F. L. Heidel
1/2 of 25%

A. M. Swarthout
1/2 of 25%

961.64 ac. (50.019505% of Unit Area)

(49.980495% of Unit Area)

Harvey E. Yates

Company 1007
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 100%
Harvey E. Yates
Company 100%

Professional Investment
& Trust Co. 100%

A. C.
W. T.
R. C.
A. C,
W. T,
R. C.
A. C.
W. T.
R. C.
A. C.
wW. T.
R. C.
None

Lattu
Wynn
Smith

Lattu

Wynn
Smith

Lattu
Wynn
Smith

Lattu
Wynn
Smith

0.75%
0.50%
0.25%

0.75%
0.507
0.25%

0.75%

0.50%
0.257%

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.5%

Fred G. Yates, Inc. 7.5%

Harvey E. Yates
Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum
Corp. 7.
Fred G. Yates, Inc. 7

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.57%
Fred G. Yates, Inc. 7.5%
Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corp. 7.57
Fred G. Yates, Inc. 7.5%

Professional Investment
& Trust Co. 100%



