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United States Department of the Interior Caja Del Rio

. Grande Unit
BUREAU OF LAND MANAGEMENT

La Mesa
505 Marquette Avenue N.W.
P.0. Box 6770
Albuquerque, New Mexico 87197-6770

: ©JuL 121984

Petyon Yates

Attention: Mr. Randy G. Patterson
207 South Fourth Street

Artesia, NM 88210

Gentlemen:

We have received your drilling proposal dated June 28, 1984, for these two

. proposed unit designation areas. We are willing to accept the two well
commitment for the La Mesa Unit Area as long as the second well tests the
northern half of the proposed area.

We will not accept a two—well commitment for the Caja Del Rio Grande Area as
long as it remains such a large area. As we discussed in the unit designation
conference, we believe that a three-well commitment would be a minimum to test
such a large area. Therefore, we would only accept a proposal which included
three wells,each to test approximately one-third of the proposed Caja Del Rio
Grande unit area. ‘

We are responding to your letter by letter because our decision does not

concur with your proposal, rather than by telephone as requested,so that our
position is clear.

Also, enclosed is a copy of the newest unit format. You will need to
incorporate the multiple well language, which we provided to you at the unit
designation conference. If you have any questions, please call Sue E. Umshler
at 766—2668.

Sincerely yours,

, 7 4
7&" j /
For Déz:;ict Managér

i)

e

PEYTON YATES

Case No. 8354
10/17/84 Examiner Hearing

Exhibit No. 4
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State of New Mexico

JIM BACA Commissioner C{ Pul)[ic I.A.ﬂCIS P.0. BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO 87504-1148
November 26, 1984 Express Mail Delivery Uses

. 310 01d Santa Fe Trail
Losee, Carson & Dickerson, P.A. Santa Fe, New Mexico 87501

P. 0. Drawer 239
Artesia, New Mexico 88211-0239

Re: La Mesa Unit
Santa Fe County, New Mexico

ATTENTION: Mr. Chad Dickerson

Gentlemen:

The Commissioner of Public Lands has this date approved the La Mesa
Unit, Santa Fe County, New Mexico. Our approval is subject to like
approval by the New Mexico 0il Conservation Division and the Bureau of
Land Management.

Enclosed are Five (5) Certificates of Approval.
Your filing fee in the amount of $4,500.00 has been received.
Very truly yours,

JIM BACA
COMMISSI OF PUBLIC LANDS
. 7 7

7
BY : 4/?% A Aot tocZne
RAY D. GRA s Director
0il and Gag Division
AC 505/827-5744

JB /RDG/pm

encls,

cec: 0CD-Santa Fe, New Mexico
BLM-Roswell, New Mexico Attn: Mr. Armando Lopez
BLM-Albuquerque, New Mexico Attn: Fluids Branch



STATE OF NEW MEXICO

ENERGY avo MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
NEY ANAYA
0 vaenuon December 5, 1984 STAPT%SLTA%gngvEr‘:%XBEUDIESNG
SANTA FE. NEW MEXICO 87501
(505) 827-5800

Mr. Chad Dickerson Re: CASE NO. 8354
lLosee, Carson & Dickerson ORDER NO. R=7TT47—
Attorneys at Law
Post Office Box 239 Applicant:

Artesia, New Mexico
Peyton Yates

Dear Sir:

Epc}oged herewith are two copies of the above-referenced
Division order recently entered in the subject case.

Sincerely,

FIRLE

R. L. STAMETS
Director

RLS/ fd

Copy of order also sent to:

Hobbs OCD §
Artesia OCD
Aztec OCD

Other




COMMISSIONER

JIM BACA Commisstoner J PuUic ].AI\JS P.0. BOX 1148

: SANTA FE, NEW MEXICO 87504-1148
April 30, 1985 : Express Mail Delivery Uses

. 310 01d Santa Fa Trail
Yates Petroleum Corporation Santa Fe, New Mexico 8759%

207 South Fourth Street
Artesia, New Mexico 88210

Re: La Mesa Unit Agreement
Santa Fe County, New Mexico

ATTENTION: Ms. Janet Richardson

Gentlemen:

The Commissioner of Public Lands has this date approved the La Mesa
Unit, Santa Fe County, New Mexico. Our approval is subject to like

approval by the New Mexico 0il Conservation Division and the Bureau of
Land Management.

Enclosed are Five (5) Certificates of Approval.
Your filing fee in the amount of $4,500.00 has been received.
Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

Ny, ./ /
e ey N Sz,

Director
0il and Gas Division

AC 505/827-5744

JB RDG/pm

encls.

ce: OCD-Santa Fe, New Mexico
BLM-Albuquerque, New Mexico ATTN: Mr. Ron Bartel
BLM-Roswell, New Mexico Attn: Mr. Armando Lopez
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S. P. YATES
PRESIDENT

MARTIN YATES, |li
VICE PRESIDENT

JOHN A. YATES
VICE PRESIDENT

B. W. HARPER
SEC.-TREAS.

207 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO 88210

TELEPHONE (505) 748-1331

May 6, 1985

State of New Mexico

0i1 Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

Re: CASE NO. 8354
Order No. R-7747

Gentlemen:

Per Order No. R-7747, enclosed are copies of the La Mesa Unit
Agreement and Unit Operating Agreement, along with ratifications
to same and copies of approvals from the Bureau of Land Management
and Commissioner of Public Lands.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
R[LLQWJ«S*—’
Jénet Richardson
Landman
JR/dw

Enclosures



CERTIFICATION ~ DETERMINATION

Pursuant to the authority vested in the Secretary of the Interior, under

the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C.

Secs. 181, et. seq., and delegated to the District Manager, Bureau of Land

Management, under the authority of 43 CFR 3180, I do hereby:

Date:

Approve the attached agreement for the development and operation of
the La Mesa Unit Area, Santa Fe County, New Mexico.

Certify and determine that the unit plan of development and
operatipn contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

Certify and determine that the drilling, producing, rental, minimm
royalty, and royalty requirements of all Federal leases committed to
said Agreement are hereby established, altered,.changed or revoked

to conform with the terms and conditions of this agreement.

April 30, 1985 S_ug OW

For District Manager
Bureau of Land Management
Albuquerque, New Mexico

Contract Number: 14-08-0001-19591
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UNIT AGREEVENT
-_ FCR THE DEVELOEVENT AND OPERATICN
OF THE

Unit area TLa Mesa Unit
County of Santa Fe
State of New Mexico

No. 14-08-0001-19591
__ ' ‘mis agreement, entered into as of the 26th day of
. April ,1985 by and between the parties subscribing, ratifying, or

..+ consenting hereto, and herein referred to as the "parties hereto,"

~ WI'TNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or
other oil and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat, 437, as
arended, 30 U.S.C. Sec. 181 et seq., authorizes Federal lessees and their
representatives to unit with each other, or jointly or separately with
others, in collectively adopting and operating a unit plan of development of
operations of any oil and gas pool, field, or like area, or any part thereof
for the purpose of more properly conserving the natural resources thereof

"whenever determined and certified by the Secretary of the Interior to be
. necessary or advisable in the public interest; and

WHEREAS, the Conmissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Secs. 19-10-45, 46, 47N.M. Statutes
1978 Anncted) to consent to or approve this agréement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interest .
of the State of New Mexico; and,

WHEREAS the Oil Conservation Division of the State of New Mexico Energy
and Minerals Department is authorized by an Act of the Legislature (Chapters
70 and 71, New Mexico Statutes 1978, Annotated) to approve this agreement
and the conservation provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

La_Mesa Unit Area covering the land
hereinafter described to give reasonably effective control of operations
therein; and

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

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



1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February
25, 1920, as amended, supra, and all valid pertinent regulations including
operating and unit plan regulations, heretofore issued thereunder or valid,
pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided
such regulations are not inconsistent with the terms of this agreement; and
as to non-Federal lands, the oil . and gas operating regulations in effect as
of the effective dated hereof.governing drilling and producing operations,
not inconsistent with the terms hereof or the laws of the State in which the
non-Federal land is.located, are hereby accepted and made a part of this
agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit A is hereby designated and recognized as constituting the unit area,
containing 9lf 287.86 acres more or less.

Exhibit A shows, in addition to the boundary of the unit area, the
boundaries and indentity of tracts and leases in said area to the extent
known to the Unit Operator. Exhibit B attached hereto is a schedule showing
to the extent known to the Unit Operator, the acreage, percentage, and kind
of ownership of oil and gas interests in all lands in the unit area.
However, nothing herein or in Exhibits A or B 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 in the Exhibits as owned by
such party. Exhibits A and B shall be revised by the Unit Operator whenever
changes in the unit area or in the ownership interests in the individual
tracts render such revision necessary, or when requested by the Authorized
Officer, hereinafter referred to as AD, or when requested by the
Camissioner of Public Lands of the State of New Mexico, and not less than
four copies of the revised Exhibits shall be filed with the proper BIM
office, and one (1) copy thereof shall be filed with Land Commissioner, and
one (1) copy with the Oil Conservation Division of the New Mexico Energy and
Minerals Department, hereinafter referred to as "Division."

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

(a) Unit Operator, on its own motion (after preliminary concurrence by
the AQ), or on demand of the AO, or on demand of the Land Commissioner
shall prepare a notice of proposed expansion or contraction describing the
contenplated changes in the boundaries of the unit area, the reasons
therefore, any plans for additional drilling, and the proposed effective
date of the expansion or contraction, preferably the first day of the month
subsequent to the date of notice.

(b) Said notice shall be delivered to the proper BIM office, the Land
Comissioner and the State Division, and copies thereof mailed to the last
known address of each working interest owner, lessee and lessor whose
interests are affected, advising that 30 days will be allowed for submission
to the Unit Operator of any objections.

-2-



(c) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the A0 the Land
Camissioner, and State Division,evidence of mailing of the notice of
expansion or contraction and a copy of any objections thereto which have
been filed with Unit Operator, together with an application in triplicate,
for approval of such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expan-
sion or contraction shall, upon approval by the AO, the Land Commissioner,
and State Division,become effective as of the date prescribed in the notice
thereof or such other appropriate date.

(e) All legal subdivisions of lands (i.e., 40 acres by Govermment
survey or its nearest lot or tract equivalent; in instances of irregular
surveys, unusually large lots or tracts shall be considered in multiples of
40 acres or the nearest aliquot equivalent thereof), no parts of which are
in or entitled to be in a participating area on or before the fifth anniver-
sary of the effective date of the first initial participating area estab-
lished under this unit agreement, shall be eliminated automatically from
this agreement, effective as of said fifth anniversary, and such lands shall
no longer be a part of the unit area and shall no longer be subject to this
agreement, unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary, in which
event all such lands shall remain subject hereto for so long as such drill-
ing operations are continued diligently, with not more than 90-days time
elapsing between the campletion of one such well and the cammencement of the
next such well. All legal subdivisions of lands not entitled to be in a
participating area within 10 years after the effective date of the first
initial participating area approved under this agreement shall be automat-
ically eliminatéd fram this agreement as of said tenth anniversary. The
Unit Operator shall, within 90 days after the effective date of any elimina-
tion hereunder, describe the area so eliminated-to the satisfaction of the
AD and the Land Commissioner and promptly notify all parties in interest.
All lands reasonably proved productive of unitized substances in paying
quantities by diligent drilling operations after the aforesaid 5-year period
shall become participating in the same manner as during said first 5-year
period. However, when such diligent drilling operations cease, all
nonparticipating lands not then entitled to be in a participating area shall
be automatically eliminated effective as the 91st day thereafter.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shall not be
considered autaomatic cammitment or recommitment of such lands. If con-
ditions warrant extention of the 10-year period specified in this sub-
section, a single extension of not to exceed 2 years may be accomplished by
consent of the owners of 90 percent of the working interest in the current
nonparticipating unitized lands and the owners of 60 percent of the basic
royalty interests (exclusive of the basic royalty interests of the United
States) in nonparticipating unitized lands with approval of the AD and Land
Commissioner, provided such extension application is submitted not later
than 60 days prior to the expiration of said 10-year period.



3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter
camitted to this agreement shall constitute land referred to herein as
"unitized land" or "land subject to this agreement." All oil and gas in any
and all formations of the unitized land are unitized under the temms of this
agreement and herein called "unitized substances.”

4. TUNIT OPERATCR. YATES PETROLEUM CORPORATION is
hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit Operator
for the discovery, development, and production of unitized substances as
herein provided. Whenever reference is made herein to the Unit Operator,
such reference means the Unit Operator acting in that capacity and not as an
owner of interest in unitized substances, and the term "working interest
owner" when used herein shall include or refer to Unit Operator as the owner
of the working interest only when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to establishment of a participating
area or areas hereunder, but such resignation shall not become effective so
as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator's rights as such for a period of 6 months after
notice of intention to resign has been served by Unit Operator on all
working interest owners and the AO and the Land Commissioner, and until all
wells then drilled hereunder are placed in a satisfactory condition for
suspension or abandormment, whichever is required by the AD, and the State
Division as to State and Privatly owned lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and assumed
the duties and obligations of Unit Operator prior to the expiration of said
period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations as above provided at any time after a participating area
established hereunder is in existence, but in all instances of resignation
or removal, until a successor Unit Operator is selected and approved as
hereinafter provided, the working interest owners shall be jointly responsi-
ble for performance of the duties of Unit Operator, and shall not later than
30 days before such resignation or removal becames effective appoint a
cammon agent to represent them in any action to be taken hereunder.

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

The 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 interest as herein provided for the
selection of a new Unit Operator. Such removal shall be effective upon
notice thereof to the AD and the Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of working interest
or other interest in unitized substances, but upon the resignation or
removal of Unit Operator becoming effective, such Unit Operator shall

~4-
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deliver possession of all wells, equipment, materials, and appurtenances
used in conducting the unit operations to the new duly qualified successor
Unit Operator or to the common agent, if no such new Unit Operator is
elected, to be used for the purpose of conducting unit operations hereunder.
Nothing herein shall be construed as authorizing removal of any material,
equipment, or appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATCR. Whenever the Unit Operator shall tender
his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by the working interest
owners, the owners of respective acreage interests in all unitized land
shall, pursuant to the Approval of the Parties requirements of the unit
operating agreement, select a successor Unit Operator. Such selection shall
not become effective until:

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

(b) the selection shall have been approved by the AD and approved by
the Land Conmissioner.

If no successor Unit Operator is selected and qualified as herein
provided, the AD and the Land Commissioner, at their election may declare
this unit agreement terminated.

7. ACOJUNTING PROVISIONS AND UNIT OPERATING AGREEMVENT. If the Unit
Operator is not the sole owner of working interests, costs and expenses
incurred by Unit Operator in conducting unit operations hereunder shall be
paid and apportioned among and borne by the owners of working interests, all
in accordance with the agreement or agreements entered into by and between
the Unit Operator and the owners of working interests, whether one or more,
separately or collectively. Any agreement or agreements entered into
between the working interest owners and the Unit Operator as provided in
this section, whether one or more, are herein referred to as the "unit
operating agreement." Such unit operating agreement shall also provide the
manner in which the working interest owners shall be entitled to receive
their respective proportionate and allocated share of the benefits accruing
hereto in conformity with their underlying operating agreements, leases, or
other independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be agreed upon
by Unit Operator and the working interest owners; however, no such unit
operating agreement shall be deemed either to modify any of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established under this unit agreement, and in case of
any inconsistency or conflict between this agreement and the unit operating
agreement, this agreement shall govern. Two copies of any unit operating
agreement executed pursuant to this section shall be filed in the proper BIM
office and one true copy with the Land Commissioner, prior to approval of
this unit agreement.

8. RIGHIS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the exclusive right, privilege, and duty of

-5-



exercising any and all rights of the parties hereto which are necessary or
convenient for prospecting for, producing, storing, allocating, and dis-
tributing the unitized substances are hereby delegated to and shall be
exercised by the Unit Operator as herein provided. Acceptable evidence of
title to said rights shall be deposited with Unit Operator and, together
with this agreement, shall constitute and define the rights, privileges, and
obligations of Unit Operator. Nothing herein, however, shall be construed
to transfer title to any land or to any lease or operating agreement, it
being understood that under this agreement the Unit Operator, in its capaci-
ty as Unit Operator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified.

' 9. DRILLING TO DISCOVERY. Within 6 months after the effective date
hereof, the Unit Operator shall commence to drill an adequate test well at a
location approved by the AD or by the Land Commissioner, if on State land,
or by the Division if on Fee Lands, unless on such effective date a well is
being drilled in conformity with the terms hereof, and thereafter continue
such drilling diligently until the Pennsylvanian formation has been
tested or until at a lesser depth unitized substances shall be discovered
which can be produced in paying quantities (to wit: quantities sufficient to
repay the costs of drilling, campleting, and producing operations, with a
reasonable profit) or the Unit Operator shall at any time establish to the
satisfaction of the AD, the Land Commissioner if on State land, or the
Division if on Fee 1land, that further drilling of said well would be
uwarranted or impracticable, provided, however, that Unit Operator shall
not in any event be required to drill said well to a depth in excess of
7000 feet in the south well and 8200 feet in the north well. Until
the discovery of unitized substances capable of being produced in paying
quantities, the Unit Cperator shall continue drilling one well at a time,
allowing not more than 6 months between the completion of one well and the
comencement of drilling operations for the next well, until a well capable
of producing unitized substances in paying quantities is completed to the
satisfaction of the AO, or of the Land Comissioner if on State land, or the
Division if on Fee land, or until it is reasonably proved that the unitized
land is incapable of producing unitized substances in paying quantities in
the formations drilled hereunder. Nothing in this section shall be deemed
to limit the right of the Unit Operator to resign as provided in Section 5,
hereof, or as requiring Unit Operator to commence or continue any drilling
during the period pending such resignation becoming effective in order to
comply with the requirements of this section.

The AD and Land Commissioner may modify any of the drilling
requirements of this section by granting reasonable extensions of time when,
in his opinion, such action is warranted.

Notwithstanding anything in this unit agreement to the contrary, except
Section 25, UNAVOIDABLE DELAY, two wells shall be drilled with not more
than 6-months time elapsing between the completion of the first well and
commencement of drilling operations for the second well, regardless of

Revised 11/13/84
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whether a discovery has been made in any well drilled under this provision.
- Both the initial well and the second well must be drilled in campliance with
the above specified formation or depth requirements in order to meet the
dictates of this section; and the second well must be located a minimum of

six (6) miles from the initial well in order to be accepted by the AD as
the second wunit test well, within the meaning of this section.
Nevertheless, in the event of the discovery of unitized substances in paying
quantities by any well, this unit agreement shall not terminate for failure
to camplete the two_ (2) well program but the unit area shall be
contracted automatically, effective the first day of the month following the
default, to eliminate by subdivisions (as defined in Section 2(e) hereof)
all lands not then entitled to be in a participating area.

Upon failure to cammence any well as provided for in this (these)
section(s) within the time allowed, prior to the establishment of a partic-
ipating area, including any extension of time granted by A0 and the Land
Camissioner, this agreement will automatically terminate. Upon failure to
continue drilling diligently any well commenced hereunder, the AO and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare
this unit agreement terminated. The parties to this agreement may not
initiate a request to voluntarily terminate this agreement during the first
6 months of its term unless at least one obligation well has been drilled in
accordance with the provisions of this section.

10. PLAN OF FURTHER DEVELCPVENT AND OPERATION., Within 6 months after
completion of a well capable of producing unitized substances in paying
quantities, the Unit Operator shall submit for the approval of the ADO and
the Land Commissioner, and State Division an acceptable plan of development
and operation for the unitized land which, when approved by the AO, the Land
Commissioner, and State Division, shall constitute the further drilling and
development obligations of the Unit Operator under this agreement for the
period specified therein. Thereafter, from time to time before the
expiration of any existing plan, the Unit Operator shall submit for the
approval of the AO, the Land Commissioner, and State Division a plan for an
additional specified period for the development and operation of the
unitized land. Subsequent plans should normally be filed on a calender year
basis not later than March 1 each year. Any proposed modification or
addition to the existing plan should be filed as a supplement to the plan.

Any plan submitted pursuant to this section shall provide for the
timely exploration of the unitized area, and the diligent drilling necessary
for determination of the area or areas capable of producing unitized
substances in paying quantities in each and every productive formation.
This plan shall be as complete and adequate as the AO, the Land
Comissioner, and State Division may determine to be necessary for timely
development and proper conservation of the oil and gas resources in the
unitized area and shall:

revised
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(a) Specify the nurmber and locations of any wells to be drilled and
the proposed order and time for such drilling; and

(b) Provide a summary of operations and production for the previous
year.

Plans shall be modified or supplemented when necessary to meet changed
conditions or to protect the interests of all parties to this agreement.
Reasonable diligence shall be exercised in complying with the obligations of
the approved plan of development and operation. The A0 and the Land
Camissioner are authorized to grant a reasonable extension of the 6-month
period herein prescribed for submission of an initial plan of development
and operation where such action is justified because of unusual conditions
or circumstances.

After completion of a well capable of producing unitized substances in
paying quantities, no further wells, except such as may be necessary to
afford protection against operations not under this agreement and such as
may be specifically approved by the AOD, the Land Commissioner, and State
Division, shall be drilled except in accordance with an approved plan of
development and operation.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
of producing unitized substances in paying quantities, or as soon thereafter
as required by the AO, the Land Commissioner, or the State Division, the
Unit Operator shall submit for approval by the AO, the Land Commissioner and
State Division a schedule, based on subdivisions of the public-land survey
or aliquot parts thereof, of all land then regarded as reasonably proved to
be productive of unitized substances in paying quantities. These lands
shall constitute a participating area on approval of the AO, Land
Comissioner, and State Division effective as of the date of completion of
such well or the effective date of this unit agreement, whichever is later.
The acreages of both Federal and Non-Federal lands shall be based upon
appropriate computations from the courses and distances shown on the last
approved public-land survey as of the effective date of each initial
participating area. The schedule shall also set forth the percentage of
unitized substances to be allocated, as provided in Section 12, to each
comitted tract in the participating area so established, and shall govern
the allocation of production commencing with the effective date of the
participating area. A different participating area shall be established for
each separate pool or deposit of unitized substances or for any group
thereof which is produced as a single pool or zone, and any two or more
participating areas so established may be combined into one, on approval of
the AO, the Land Commissioner, and State Division. When production from two
or more participating areas is subsequently found to be from a common pool
or deposit, the participating areas shall be carbined into one, effective as
of such appropriate date as may be approved or prescribed by A0, the Land
Comnissioner, and State Division. The participating area or areas so
established shall be revised from time to time, subject to the approval of
AD, Land Commissioner and Division, to include additional lands then
regarded as reasonably proved to be productive of unitized substances in
paying quantities or which are necessary for unit operations, or to exclude
lands then regarded as reasonably
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proved not to be productive of unitized substances in paying quantities, and
the schedule of allocation percentages shall be revised accordingly, The
effective date of any revision shall be the first of the month in which the
knowledge or information is obtained on which such revision is predicated;
provided, however, that a more appropriate effective date may be used if
justified by Unit Operator and approved by the AD, the Land Cammissioner,
and State Division. No land shall be excluded from a participating area on
account of depletion of its wunitized substances, except that any
participating area established under the provisions of this unit agreement
shall terminate automatically whenever all completions in the formation on
which the participating area is based are abandoned.

It is the intent of this section that a participating area shall
represent the area productive of unitized substances known or reasonably
proved to be productive in paying quantities or which are necessary for unit
operations; but, regardless of any revision of the participating area,
nothing herein contained shall be construed as requiring any retroactive
adjustment for production obtained prior to the effective date of the
revision of the participating area.

In the absence of agreement at any time between the Unit Operator and
the AO, the Land Commissioner, and State Division as to the proper
definition or redefinition of a participating area, or until a participating
area has, or areas have, been established, the portion of all payments
affected thereby shall, except royalty due the United States, be impounded
in a manner mutually acceptable to the owners of comitted working
interests. Royalties due the United States shall be determined by the AD
and the Land Cammissioner for the State lands and the amount thereof shall
be deposited, as directed by the A0 and the Land Commissioner, until a
participating area is finally approved and then adjusted in accordance with
a determination of the sum due as Federal and State royalty on the basis of
such approved participating area. -

Whenever it is determined, subject to approval of the AD, the Land
Comissioner, and State Division, that a well drilled under this agreement
is not capable of production of unitized substances in paying quantities and
inclusion in a participating area of the land on which it is situated in a
participating area is unwarranted, production from such well shall, for the
purpose of settlement among all parties other than working interest owners,
be allocated to the land on which the well is located, unless such land is
already within the participating area established for the pool or deposit
from which such production is obtained. Settlement for working interest
benefits from such a nonpaying unit well shall be made as provided in the
unit operating agreement.

12. ALLOCATION CF PRCDUCTION. All unitized substances produced from
each participating area established under this agreement, except any part
thereof used in conformity with good operating practices within the unitized
area for drilling, operating, and other production or development purposes,
for repressuring or recycling in accordance with a plan of development and
operations which has been approved by the AO, Land Conmissioner, and State
Division or unavoidably lost, shall be deemed to be produced equally on an
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acreage basis from the several tracts of unitized land of the participating
area established for such production. For the purpose of determmining any
benefits accruing under this agreement, each such tract of unitized land
shall have allocated to it such percentageof said production as the nurber
of acres of such tract included in said participating area bears to the
total acres of unitized land in said participating area, except that
allocation of production hereunder for purposes other than for settlement of
the royalty, overriding royalty, or payment out of production obligations of
the respective working interest owner, shall be on the basis prescribed in
the unit operating agreement whether in conformity with the basis of
allocation herein set forth or otherwise. It is hereby agreed that
production of unitized substances from a participating area shall be
allocated as provided herein regardless of whether any wells are drilled on
any particular part or tract of the participating area. If any gas produced
from one participating area is used for repressuring or recycling purposes
in another participating area the first gas withdrawn from the latter
participating area for sale during the life of this agreement, shall be
considered to be the gas so transferred, until an amount equal to that
transferred shall be so produced for sale and such gas shall be allocated to
the participating area from which initially produced as such area was
defined at the time that such transferred gas was finally produced and sold.

13. DEVELORMENT CGR OPERATICN OF NONPARTICIPATING LAND CR FORVATIONS.
Any party hereto owning or controlling the working interest in any unitized
land having thereon a regular well location may with the approval of the AO,
and the Land Commissioner, and Division,at such party's sole risk, costs,
and expense, drill a well to test any formation provided the well is outside
any participating area established for that formation, unless within 90 days
of receipt of notice from said party of his intention to drill the well, the
Unit Operator elects and comences to drill the well in a like manner as
other wells are drilled by the Unit Operator under this agreement.

If any well drilled under this section by a working interest owner
results in production of unitized substances in paying quantities such that
the land upon which it is situated may properly be included in a participat-
ing area, such participating area shall be established or enlarged as
provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit
operating agreement.

If any well drilled under this section by a working interest owner that
obtains production in quantities insufficient to justify the inclusion of
the land upon which such well is situated in a participating area, such well
may be operated and produced by the party drilling the same, subject to the
conservation requirements of this agreement. The royalties in amount or
value of production from any such well shall be paid as specified in the
underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any State and auy

royalty owner who is entitled to take in kind a share of the substances now
unitized hereunder shall hereafter be entitled to the right to take in kind
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its share of the unitized substances, and Unit Operator, or the working
interest owner in case of the operation of a well by a working interest
owner as herein provided for in special cases, shall make deliveries of such
royalty share taken in kind in conformity with the applicable contracts,
laws, and regulations. Settlement for royalty interest not taken in kind
shall be made by working interest owners responsible therefor under existing
contracts, laws and regulations, or by the Unit Operator on or before the
last day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing in this section shall
operate to relieve the lessees of any land fram their respective lease
obligations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation
of production, or increasing ultimate recovery, in conformity with a plan
of development and operation approved by the AD and the Land Commissioner, a
like amount of gas, after settlement as herein provided for any gas
transferred from any other participating area and with appropriate deduction
for loss from any cause, may be withdrawn from the formation into which the
gas is introduced, royalty free as to dry gas, but not as to any products
which may be extracted therefram; provided that such withdrawal shall be at
such time as may be provided in the approved plan of development and
operation or as may otherwise be consented to by the AO and the Land
Comnissioner and Division as conforming to good petroleun engineering
practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit agreement.

Royalty due the United States shall be camputed as provided in 30 CFR
Group 200 and paid in value or delivered in Kkind as to all unitized sub-
stances on the basis of the amounts thereof allocated to unitized Federal
land as provided in Section 12 at the rates specified in the respective
Federal leases, or at such other rate or rates as may be authorized by law
or regulation and approved by the AD; provided, that for leases on which the
royalty rate depends on the daily average production per well, said average
production shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

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

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shall be paid by appropriate working interest owners under
existing contracts, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum
royalty due under their leases. Rental or minimun royalty for lands of the
United States subject to this agreement shall be paid at the rate specified
in the respective leases from the United States unless such rental or
minimum royalty is waived, suspended, or reduced by law or by approval of
the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respective leases.
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With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations are commrenced
upon the land covered thereby within the time therein specified or rentals
are paid for the privilege of deferring such drilling operations, the
rentals required thereby shall, notwithstanding any other provision of this
agreement, be deemed to accrue and become payable during the term thereof as
extended by this agreement and until the required drilling operations are
commenced upon the land covered thereby, or until some portion of such land
is included within a participating area.

16. COONSERVATION. Operations hereunder and production of unitized
substances shall be conducted to provide for the most economical and effi-
cient recovery of said substances without waste, as defined by or pursuant
to State or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the AD
and Land Conmissioner deems appropriate and adequate to prevent drainage of
unitized substances from unitized land by wells on land not subject to this
agreement, which shall include the drilling of protective wells and which
may include the payment of a fair and reasonable campensatory royalty as
detemmined by the AQ, as to Federal leases and the Land Commissioner, as to
State leases.

18. LEASES AND CQONTRACTS OONFORMED AND EXTENDED. The terms, con-
ditions, and provisions of all leases, subleases, and other contracts
relating to exploration, drilling , development or operation for oil or gas
on lands camitted to this agreement are hereby expressly modified and
amended to the extent necessary to make the same conform to the provisions
hereof, but otherwise to remain in full force and effect; and the parties
hereto hereby consent that the Secretary and the Land Commissioner, as to
State leases, shall and by his approval hereof, or by the approval hereof by
his duly authorized representative, does hereby-establish, alter, change, or
revoke the drilling, producing, rental minimum royalty, and royalty
requirements of Federal and State leases camitted hereto and. the
regulations in respect thereto to conform said requirements to the
provisions of this agreement, and, without limiting the generality of the
foregoing, all leases, subleases, and contracts are particularly mod1f1ed in
accordance with the following:

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations
for development and operation with respect to each and every separately
owned tract subject to this agreement, regardless of whether there is any
development of any particular tract of this unit area.

(b) Drilling and producing operations performed hereuncer upon any
tract at the time, such leases shall be extended for 2 years, and any tract

of unitized lands will be accepted and deemed to be performed upon and for

the benefit of each and every tract of unitized land, and no lease shall be

deemed to expire by reason of failure to drill or produce wells situated on
the land therein embraced.
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(¢) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the AD and the Land Commissioner
shall be deemed to constitute such suspension pursuant to such direction or
consent as to each and every tract of unitized land., A suspension of
drilling or producing operations limited to specified lands shall be
applicable only to such lands.

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

(e) Any Federal lease committed hereto shall contimue in force beyond
the term so provided therein or by law as to the land comnitted so long as
such lease remains subject heretc, provided that production of unitized
substances in paying quantities is established in paying quantities under
this unit agreement prior to the expiration date of the term of such lease,
or in the event actual drilling operations are commenced on unitized land,
in accordance with provisions of this agreement, prior to the end of the
primary term of such lease and are being diligently prosecuted at that time,
such lease shall be extended for 2 years, and so long thereafter as oil or
gas is produced in paying quantities in accordance with the provisions of
the Mineral Leasing Act, as amended.

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

(g) Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to the lands comitted hereto until the termination hereof,
provided that drilling operations on the initial test well are commenced
prior to the expiration dated of any State lease within the unit area,
subject to the provisions of subsection (e) of Section 2 and subsection (i)
of this Section 18.

(h) The segregation of any Federal lease comitted to this agreement
is governed by the following provision in the fourth paragraph of sec. 17(j)
of the Mineral Leasing Act, as amended by the Act of September 2, 1960 (74
Stat. 781-784) (30 U.S.C. 226(j):

"Any [Federal] lease heretofore or hereafter camitted to any such
[unit] plan embracing lands that are in part within and in part outside of
the area covered by any such plan shall be segregated into separate leases
as to the lands committed and the lands not committed as of the effective
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date of unitization: Provided, however, That any such lease as to the
nonunitized portion shall continue in force and effect for the term thereof
but for not less than two years from the date of such segregation and so
long thereafter as oil or gas is produced in paying quantities."

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion
comitted and the portion not camitted, and the provisions of such lease
shall apply separately to such segregated portions commencing as of the
effective date hereof; provided, however, notwithstanding any of the
provisions of this agreement to the contrary any lease embracing lands of
the State of New Mexico having only a portion of its lands committed hereto
shall continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paying quantities from some part of the lands
enbraced in such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the lessee or Unit
Operator if then engaged in bona fide drilling or reworking operations on
sone part of the lainds embraced in such lease, the same, as to all lands
embraced therein, shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they result in the
production of oil or gas, said lease shall continue in full force and effect
as to all of the lands embraced therein, so long thereafter as oil or gas in
paying quantities is being produced from any portion of said lands.

(j) Any lease, other than a Federal lease, having only a portion of
its lands comitted hereto shall be segregated as to the portion comitted
and the portion not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing as of the effective date
hereof. In the event any such lease provides for a lump-sun rental payment,
such payment shall be prorated between the portions so segregated in propor-
tion to the acreage of the respective tracts. -

19. COONVENANTS RUN WITH LAND. The covenants herein shall be construed
to be covenants rumning with the land with respect to the interests of the
parties hereto and their successors in interest until this agreement
terminates, and any grant, transfer or conveyance of interest in land or
leases subject hereto shall be and hereby is conditioned upon the assumption
of all privileges and obligations hereunder by the grantee, transferee, or
other successor in interest. No assigment or transfer of any working
interest, royalty, or other interest subject hereto shall be binding upon
Unit Cperator until the first day of the calendar month after Unit Operator
is furnished with the original, photostatic, or certified copy of the
instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the A0 and the Land Conmissioner and shall asutomatically
terminate 5 years from said effective date unless:

(a) wupon application by the Unit Operator such date of expiration is
extended by the AD, and the Land Commissioner, or
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(b) it is reasonably determined prior to the expiration of the fixed
term or any extension thereof that the unitized land is incapable of
production of unitized substances in paying quantities in the formations
tested hereunder, and after notice of intention to terminate this agreement
on such ground is given by the Unit Operator to all parties in interest at
their last known addresses, this agreement is terminated with the approval
of the AD, and the Land Commissioner, or

(¢) a valuable discovery of unitized substances in paying quantities
has been made or accepted on unitized land during said initial term or any
extension thereof, in which event this agreement shall remain in effect for
such term and so long hereafter as unitized substances can be produced, and
are being produced as to unitized lands in quantities sufficient to pay for
the cost of producing same from wells on unitized land within any
participating area established hereunder. Should production cease and
diligent drilling operations to restore production or new production are not
in progress or re-working within 60 days and production is not restored or
should new production not be obtained in paying quantities on comitted
lands within this unit area, this agreement will automatically terminate
effective the last day of the month in which the last unitized production
occurred, or

(d) it 1is voluntarily terminated as provided in this agreement.
Except as noted herein, this agreement may be terminated at any time prior
to the discovery of unitized substances which can be produced in paying
quantities by not less than 75 per centun, on an acreage basis, of the
working interest owners signatory hereto, with the approval of the AD and
the Land Commissioner. The Unit Operator shall give notice of any such
approval to all parties hereto. Voluntary termination may not occur during
the first 6 moriths of this agreement unless at least one obligation well
shall have been drilled in conformance with Section 9.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTICN. The AO is
hereby vested with authority to alter or modify from time to time, in his
discretion, the quantity and rate of production under this agreement when
such quantity and rate are not fixed pursuant to Federal or State law, or do
not conform to any Statewide voluntary conservation or allocation program
which is established, recognized, and generally adhered to by the majority
of operators in such State. The above authority is hereby limited to
alteration or modifications which are in the public interest. The public
interest to be served and the purpose thereof, must be stated in the order
of alteration or modification. Without regard to the foregoing, the AG is
also hereby vested with authority to alter or modify from time to time, in
his discretion, the rate of prospecting and development and the quantity and
rate of production under this agreement when such alteration or modification
is in the interest of attaining the conservation objectives stated in this
agreement and is not in violation of any applicable Federal of State law;
provided, further, that no such alteration or modification shall be
effective as to any land of the State of New Mexico, as to the rate of
prospecting and developing in the absence of the specific written approval
thereof by the Commissioer and as to any lands of the State of New Mexico or
privately owned lands subject to this agreement as to the quantity and rate
of production in the absence of specific written approval thereof by the
Division.
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Powers in this section vested in the AD shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than
15 days from notice.

22. APPEARANCES. Unit Operators shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all inter-
ests affected hereby before the Department of the Interior and the
Comissioner of Public Lands and to appeal from orders issued under the
regulations of said Department or Land Commissioner, or to apply for relief
from any of said regulations, or in any proceedings relative to operations
before the Department, the Land Commissioner or any other legally
constituted authority; provided, however, that any other interested party
shall also have the right at its own expense to be heard in any such
prodeeding.

23. NOTICES. All notices, demands, or statements required hereunder
to be given or rendered to the parties hereto shall be in writing and shall
be personally delivered to the party or parties, or sent by postpaid regis-
tered or certified mail, to the last-known address of the party or parties.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing contained in this agreement
shall be construed as a waiver by any party hereto of the right to assert
any legal or constitutional right or defense as to the wvalidity or
invalidity of any law of the State where the unitized lands are located, or
of the United States, or regulations issued thereunder in any way affecting
such party, or as a waiver by any such party of any right beyond his or its
authority to waive.

25. 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 agreement,
‘shall be suspended while the Unit Cperator, despite the exercise of due care
and diligence, is prevented from complying with such obligations, in whole
or in part, by strikes, acts of God, Federal, State, or municipal law or
agencies, unavoidable accidents, uncontrollable delays in transportation,
inability to obtain necessary materials or equipment in the open market, or
other matters beyond the reasonable control of the Unit Operator, whether
similar to matters herein enumerated or not.

26. NONDISCRIMINATICN. In connection with the performance of work
under this agreement, the Unit Operator agrees to comply with all the
provisions of section 202 (1) to (7) inclusive, of Executive Order 11246 (30
FR 12319), as amended, which are hereby incorporated by reference in this
agreement.

27. I1OSS OF TITLE. In the event title to any tract of unitized land
shall fail and the true owner cannot by induced to join in this unit agree-
ment, such tract shall be automatically regarded as not committed hereto,
and there shall be such readjustment of future costs and benefits as may be
required on account of the loss of such title. In the event of a dispute as
to title to any royalty, working interest, or other interests subject
thereto, payment or delivery on account thereof may be withheld without
liability for interest until the dispute is finally settled; provided, that,
as to Federal or State of New Mexico lands or leases, no payments of funds
due the United States shall be withheld, but such funds shall be deposited
as directed by the AO, and such funds of the State of New Mexico shall be
deposited as directed by
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the Land Commissioner, to be held as unearned money pending final settlement
of the title dispute, and then applied as earned or returned in accordance
with such final settlement.

Unit Operator as such is relieved from any responsibility for any
defect or failure of any title hereunder.

28. NONJOINDER AND SUBSEQUENT JOINDER. If the owner of any substan-
tial interest in a tract within the unit area fails or refuses to subscribe
or consent to this agreement, the owner of the working interest in that
tract may withdraw the tract from this agreement by written notice delivered
to the proper BIM office, the Land Commissioner, the State Division, and the
Unit Operator prior to the approval of this agreement by the AD and the Land
Commissioner. Any oil or gas interests in lands within the unit area not
committed hereto prior to final approval may thereafter be committed hereto
by the owner or owners thereof subscribing or consenting to this agreement,
and, if the interest is a working interest, by the owner of such interest
also subscribing to the unit operating agreement. After operations are
commenced hereunder, the right of subsequent joinder, as provided in this
section, by a working interest owner is subject to such requirements or
approval(s) if any, pertaining to such joinder, as may be provided for in
the unit operating agreement. After final approval hereof, joinder by a
norworking interest owner must be consented to in writing by the working
interest owner committed hereto and responsible for the payment of any
benefits that may accrue hereunder in behalf of such nomworking interest. A
norworking interest may not be comitted to this unit agreement unless the
corresponding working interest is committed hereto. Joinder to the unit
agreement by a working interest owner, at any time, must be accompanied by
appropriate joinder to the unit operating agreement, in order for the
interest to be regarded as comitted to this agreement. Except as may
otherwise herein be provided, subsequent joinders to this agreement shall be
effective as of the date of the filing with the AO, the Land Commissioner,
and the State Division of duly executed counterparts of all or any papers
necessary to establish effective comitment of any interest and/or tract to
this agreement.

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

30. TAXES. The working interest owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or measured
by the unitized substances in and under or that may be produced, gathered
and sold from the land covered by this agreement after its effective date,
or upon the proceeds derived therefrom. The working interest owners on each
tract shall and may charge the proper proportion of said taxes to royalty
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owners having interest in said tract, and may currently retain and deduct a
sufficient amount of the unitized substances or derivative products, or new
proceeds thereof, from the allocated share of each royalty owner to secure
reimbursement for the taxes so paid. No such taxes shall be charged to the
United States or the State of New Mexico or to any lessor who has
a contract with his lessee which requires the lessee to pay such taxes.

31. NO PARINERSHIP. It is expressly agreed that the relation of the
parties hereto is that of independent contractors and nothing contained in
this agreement, expressed or implied, nor any operations conducted hereun-
der, shall create or be deemed to have created a partnershlp or association
between the parties hereto or any of them.

IN WITNESS WHERECF, the parties hereto have caused this agreement to be
executed and have set opposite their respective names the date of execution.

UNIT OPERATCR
Date of Signature YATES PETROLEUM CCRPORATION

- 95- 85 By W/g%

Attorney-in-Fact

STATE OF NEW MEXICQO )

: ss
QOUNTY OF ECDY )

The foregoing instrument was acknowledged begfore me this 92% day of

é?ﬁiéé , 1985 by » Attorney-in-Fact

for YATES PETROLEWM CORPCRATION, a Ne fexico corporation, on behalf of said
corporation.
My comission expires: ﬁfﬂ

SI5-5e Notary Public
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Exhibit "B" to Unit Agreement

La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO, & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
1 T15N~R8BE 2480,.86 NM-23605 USA Mobil Producing Texas Eastland 0il Co. 2.5% Mobil Producing Texas
Sec. 1l: Lots 1-4,SkN% 7-1-85 12.5% & New Mexico, Inc. & New Mexico - 100%
24: SkN,N4Sk
25: Sk,SkNk
T15N-ROE
Sec. 3: Lots 3,4,6,7 :
4: Lots 1,2,S4NEL ¢
5: Sk,SLN%
6: Lots 1-7,SkNEk,
SE4NW%, SEY,
EhSWh ,
2 T15N-R8E .~ 2560,00 NM~-23599 USA Mobil Producing Texas Eastland 0il Co. 2.5% Mobil Producing Texas
Sec. 3: Sk : 7~1-85 12.5% & New Mexico, Inc. & New Mexico - 100%
11: Nk
12: Nk
13: N%,NiSh
14: All
15: N%,SWk
3 T15N-RBE 801.40 NM~23596 usa Mobil Producing Texas  Eastland Oil Co. 2.5% Mobil Producing Texas
Sec. 4: SEYNE%,Sk 7-1-85 12.5% & New Mexico, Inc. & New Mexico - 100%
5: Lot 6 '
6: Lots 9,12 '
9: Lots 5-8,E%EY,
NW4NE%, NW4YNWk
4 T15N~-RBE 2478.03 NM-23600 Usa Mobil Producing Texas Eastland 0il Co. 2.5% Mobil Producing Texas
Sec. 19: Lots 20-22 7-1-85 12.5% & New Mexico, Inc. & New Mexico - 100%
20: Lots 5-7,10-13,
’ 15,NwhSEY,
E4SEN
21: Lots 7-18,EMNEN
22: Wy
23: W4%,NhNEX
34: Sk
35: S%,NE%
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Exhibit "B" to Unit Agreement
La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
5 T15N-ROE 2564,78 NM-23613 USA Mobil Producing Texas Eastland 0il Co. 2.5% Mobil Producing Texas
Sec. 7: Lots 1-4,Ek,EXWk 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
8: ZHM r mzw& QZMHmmuwu ’
SE4SEX
9: SkhSwh
17: SE%,E%NEY,SWLYNEY,
E%SWh , SWhSWy, ‘
NWhNw
18: Lot 1,NEh4NWY,
N4NEY , SWYNEY,
SELNWY
20: SLNwk,NEX
21: Nk
6 T15N~-ROE 2331.60 NM~23612 usa Mobil Producing Texas Eastland 0il Co. 2.5% Mobil Producing Texas
Sec. 19: Lots 1,2,N4SEk, 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
SE4SEY
20: Sk
21: sk
29: all
30: Lots 2-4,SE4NWY,
NE%NEY
31: Lots Hlbsmuus .
EhWk .
7 T15N-R9E 2040.74 NM=-23611 Usa Peyton Yates 100% Eastland 0il Co. 2.5% Peyton Yates 100%
Sec, 26: Lots 3,4,SWk 7-1-85 12.5% Marjac, Inc. 2.5%
: Black 0il, Inc. 2.5%
27: Sk

33: Nk, NhSk,SWaSWk

34: N4NY,SWYNWY, -
SELNEY, SE%

35: lots 1,2,S%,
Nwk , SWNEY
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Exhibit "B" to Unit Agreement
La Mesa Unit

OVERRIDE OR PRO-

100%

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
8 T15N-R8E 1678.35 NM-23601 USA Mobil Producing Texas Eastland Oil Co. 2.5% Mobil Producing Texas
Sec. 26: NwWk,S4SE% 1-1-86 12.5% & New Mexico, Inc. & New Mexico
28: EN
29: EhNWY, SW4NWlk,
EY, N%SW, NwWhiNwk,
Except private
claim (16.28 acres)
30: Lots 14~20,EMSEY
32: Lots 1-4,SW4SE
Except mineral
survey 1229 (4.26
acres)
33: Lots 1-4,Nwk
9 T16N-R8E 1200.45 NM=-25072 UsA Peyton Yates 100% Marjac, Inc. 2.5% Peyton Yates 100%
Sec. 35: NE% 3-1-86 12.5% Black 0il, Inc. 2.5%
T16N-R9E
Sec. 28: SE%
30: Lots 2-4,E%SWk
SE4XNWY , EX
33: EN
10 T17N-R8E 645.48 NM-25071 USA Peyton Yates 100% . Black 0il, Inc. 2.5% Peyton Yates 100%
Sec. 1: Lots 1-4,54%Nk, 3-1-86 12.5% Marjac, Inc. 2.5%
Sk
11 T17N-R8E 1760.,00 NM-25070 Usa Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100%
Sec. 23: Wk,WkNEL 3-1-86 12.5% Marjac, Inc. 2.5%
24: E4,SwWh,EMNWY
© 25: EY,Swh
27: Ny
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Exhibit "B" to Unit Agreement
La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
12 T17N-R8E 1995.14 NM-25069 usa Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100%
Sec. 28: Lot 1,Ek,Swk, 3-1-86 12.5% Marjac, Inc. 2.5%
SY4NWY , NE4NW
33: Lots 1,2,N%,
N%SEY , NWkSW
34: Lot 1,NWh,Nh4SWX,
SEhSWY .
35: Lots 1-~5,N%,
NASWh , NWhSEX
13 T17N-RIE . 1527.08 NM-25067 UsA Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100%
Sec. 19: Lots 1-6,W4SEk, 3-1-86 12.5% Marjac, Inc. 2.5%
20: Lots 1-8
30: Lots 1-6,EkWY,
W4NEY , SEX
31: Lots 1-17,
NE4Nw
14 T18N-R8E 1920.00 NM-25063 uUsa Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100%
Sec. 13: All 3-1-86 12.5% Marjac, Inc. 2.5%
23: All
24: All
15 T18N-RSE 1280.00 NM-25061 USA Peyton Yates 100% . Black 0il, Inc. 2.5% Peyton Yates 100%
Sec. 25: All 3-1-86 12.5% Marjac, Inc, 2.5%
26: All
16 T18N-ROE 639.50 NM-25058 usa Peyton Yates 100% Marjac, Inc. 2.5% Peyton Yates 100%
Sec. 31: Lots 1-7,NEk, 3-1-86 12.5% Black 0il, Inc. 2.5%

-

EXNWY ,N4SEY,
NEXSwh
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Exhibit "B" to Unit Agreement
La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
17 T18N~RIE 1330.85 NM-25057 USA Peyton Yates 100% Marjac, Inc. 2.5% Peyton Yates 100
Sec., 18: Lots 5-9,W\SWk, 4-1-86 12.5% Black 0il, Inc. 2.5%
SE4SWY
19: Lots 5-8,Wk
30: Lots 2-5,Wk,
WhSEY , SWyNEX ,
18 T16N-RIE 2165.52 NM-25073 UsA Peyton Yates 100% Marjac, Inc. 2.5% Peyton Yates 100
Sec. 5: Lots 9,12 5~1-86 12.5% Black 0il, Inc. 2.5%
7: Lot 4,E4SE%, .
SWySEY
8: NANk, SwhNWY,
SELNEY , NwkSW,
SEkR
: Nwk
17: Nk
18: Lots 1-4,E4wk,E%
19: Lots 1-3,SEL
19 T17N-ROE 1187.61 NM-25068 USA Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100
Sec. 5: Lots 2-10,NE4SEY 5-1-86 12.5% Marjac, Inc. 2.5%
6: Lots Hl.w.Mmeus
S4NE%, SE4NWY , E%SW '
8: Lot 1,ELSEL
NW4NEY
20 T18N-R8E 640.00 NM-25060 usa Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100
Sec. 35: All 5-1-86 12.5% Marjac, Inc. 2.5%
21 T18N~-RIE 510.20 NM-25059 USA Peyton Yates 100% Black 0il, Inc. 2.5% Peyton Yates 100
Sec, 29: Lots 5-8,54Nk,Sk . 5-1-86 12.5% Marjac, Inc. 2.5%
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Exhibit "B" to Unit Agreement

La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO., & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO, DESCRIPTION ACRES EXP, DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER~-PERCENTAGE
22 T16N-R8E 2475.05 NM-25049 USA Peyton Yates 100% Marjac, Inc, 2.5% Peyton Yates 100%
Sec. 1: Lot 10 9-1-87 12.5% Black 0il, Inc. 2.5%
2: Lots 28,29
4: Lot 3
9: Lotsl-4,E4SE)
10: Lot 9,NMNWk,NkSWk
11: Lots 4,8-10,SkSwWk ¢
12: Lots 11-14,WhSEk
13: Lot 6,NE4NEY
14: Lots 5-7,NWk,
WSWh , NE4SW
15: Sk%,Nwk ,NE4NEX
23: Lots 1-4,SE4NwY,
NE)L
24: NEX%,SWk, S4MNWk
23 T16N-R8BE 1834.66 NM-25050 UsA Mobil Producing Texas  none Mobil Producing Texas
Sec. 21: E4Wk4,EX 9-1-87 12.5% & New Mexico, Inc. 100% & New Mexico 100%
22: Lots 2-8,Nwk,
WhANEY% , NEXNEY,
W4SW4 , SEXSEY,
NELSW
25: S%,Nwh,S4NE%, .
NW4NEX N
26: NEY
24 T17N-R9E 80.84 NM~43400 uUsa Roger Schock 100% none Roger Schock 100%
Sec. 18: Lots 1,2,6,7,9 10-1-92 12.5%
25 T15N-R8E 86.90 NM-59282 usa Peyton Yates 100% none Peyton Yates 100%
Sec. 6: Lots 13&l17 10~1-94 12.5%
20: Lot 16
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Exhibit "B" to Unit Agreement
La Mesa Unit

OVERRIDE OR PRO~

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTERE
NO. DESCRIPTION ACRES EXP., DATE PERCENTAGE LESSEE OF RECCRD AND PERCENTAGE OWNER-PERCENTA
26 T16N-R8E 742.21 NV-59280 USA Peyton Yates 1one Peyton Yates 1

Sec. 12: Lot 1 10-1-94 12.5%

21: Lots 1-3
T17N-R8E
Sec. 26: All
TOTAL 38,957.25 acres of Federal Lands
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Exhibit "B" to Unit Agreement

La Mesa Unit
OVERRIDE OR PRO-
TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
27 T16N-ROE 1052.00 IG-2792-1 NV Mobil Producing Texas none Mobil Producing Texas
Sec. 16: All 5-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
T16N-R8E
Sec. 16: Lots 1-4,SE},
EiNE}
28 T16N-RIE 640.84 LG-2793-1 NV Mobil Producing Texas ¢ none Mobil Producing Texas
Sec. 31: Lots 1-4,EiW} 5-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
E}
29 T15N-RSE 760.00 1G-2883-1 NV Mobil Producing Texas none Mobil Producing Texas
Sec. 2: S3 . 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
32: NiNL§,SE{SE},W
30 T16N-RSE 496.84  LG-2886-1 N Mobil Producing Texas none Mobil Producing Texas
Sec. 15: WiNE},SEiNE} 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
20: Lot 3
21: SWiSw}
26: Wi
31 T16N-R8E 1265.19 LG-2887-1 NV Mobil Producing Texas none Mobil Producing Texas
Sec. 27: E},Swi,SEINwW} 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
29: lots 1-4,SE},
SEiNE}, SE3SW3
32: Lots 13-22

W
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Exhibit "B" to Unit Agreement

La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AN PERCENTAGE OWNER-PERCENTAGE
32 T16N-R8E 695.68 LG-2888-1 Nvi Mobil Producing Texas none Mobil Producing Texas
Sec. 33: Lots 2,3 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
34: S3
35: S}
33 T16N-R8E 640.00 LG-2889-1 NV Mobil Producing Texas ° none Mobil Producing Texas
Sec, 36: All 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
34 T16N-ROE 688.87 LG-2890-2 NV Bruce A. Black & none Bruce A. Black 50%
Sec. b: Lots 1,6,7,11 7-1-85 12.5% Mark E. Weidler Mark E. Weidler 50%
6: Lots 2,9,13,14,22 _
7: Lots 8,9,11,12,14,
SEINE} ,NWiSE4,
SE}Swi
8: E}iSwWi,SEiNw},
SWINE}
20: EINE}
35 T16N-R9E 240,00 LG-2892-2 NV Bruce A. Black & none Bruce A. Black 50%
Sec. 28: NE},EINW} 7-1-85 12.5% Mark E. Weidler Mark E. Weidler 50%
36 T16N-R9E 880.00 LG-2893-1 NV Mobil Producing Texas none Mobil Producing Texas
Sec. 29: Nw},WINE}, 7-1-85 12.5% & New Mexico, Inc. & New Mexico 100%
WiSwi
32: Ni,Swi,WiSE}
37 T16N-RIE 80,00 LG-2894-2 NV Bruce A. Black & none Bruce A. Black 50%
Sec. 33: N3INwi 7-1-85 12.5% Mark E. Weidler Mark E. Weidler 50%
38 T17N-RSE 1283.12 LG-2895-2 NV Bruce A. Black & none Bruce A. Black 50%
Sec. 2: Lots 1-4,SiN}, - 7-1-85 12.5% Mark E. Weidler Mark E. Weidler 50%
53
11: All



Page 10

Exhibit "B" to Unit Agreement.

La Mesa Unit
OVERRIDE OR PRO-
TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INIFRES]
NO. DESCRIPTION ACRES EXP., DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE CWNER~PERCENTAGE
39 T17N-R8E 1120.00 LG-2896-3 NV Peyton Yates none Peyton Yates 50%
Sec. 12: All 7~-1~-85 12.5% Pelto 0Oil Co. Pelto Oil Co., 5(
13: Wi,WiE}
40 T17N-R8E 640.00 LG-2897-2 NV Bruce A. Black none Bruce A. Black §
Sec., 14: All 7-1-85 12.5% Mark E, Weidler ¢ Mark E, Weidler
41 T17N-R8E 556.55 LG-2898-2 NV Bruce A, Black & none Bruce A. Black &
Sec., 33: Lots 3,4,NEISW3 7-1-85 12.5% Mark E. Weidler Mark E, Weidler
36: Lots 1-7,NE},
EiSEY -
42 T17N-R9E 637.44 LG-2899-2 NV Bruce A, Black & none Bruce A. Black 5
Sec. 7: Lots 1-10,NE}, 7-1-85 12.5% Mark E. Weidler Mark E. Weidler
EiNW; ,NE{SW;:,
SE}SE}
43 T17N-ROE 417.33 1G-2900-2 NV Bruce A. Black & none Bruce A. Black §
Sec. 8: Lots 2-6,SWINE1, 7-1-85 12.5% Mark E, Weidler NMark E, Weidler
W3SE},NE{SW}
SiSwi
44 TI7TN-R9E 758.16 1G-2901~-2 NM Bruce A, Black & none Bruce A. Black 50%
Sec. 17: Lots 1-4,N}, 7-1-85 12.5% Mark E, Weidler Mark E. Weidler 50%
NiSWE, SWiSwi
28: Lots 7,8,9,
32: Lots 1,6-10
45 T18N-RSE Hmmm.mw LG-2903-2 NV Bruce A, Black & none Bruce A. Black 50%
Sec, 36: All 7-1-85 12.5% Mark E. Weidler Mark E. Weidler 509
T18N-R9E
Sec. 32: Lots 1-4,NiS},

Ni
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Exhibit "B" to Unit Agreement

La Mesa Unit
OVERRIDE OR PRO-
TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WOR
NO. DESCRIPTICN ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWN
46 T15N-R8E : 318.76 1H-3259 N Yates Petroleum Corp. none Yat.
Sec. 2: Lots 1-4,5iN} 2-1-95 12,5%
47 T15N-R8E 980.95 LH-3260 N Yates Petroleun Corp. none Yat
Sec. 16: Lots6-9,SE}, 2-1-95 12.5%
SEINE}
36: All ¢
48 T15N-R9E 1086.07 ILH-3261 N Yates Petroleun Corp. none Yat
Sec. 4: Lots 3,4,SINWi, 2-1-95 12.5%
N3SWi, SWiSwi
5: Lots 1-4
10: Lots 2-5,5Wi,
WiSE}, SiNwg
49 T15N-R9E 1251.13 LH-3262 NV Yates Petroleun Corp. none Yat:
Sec. 15: Lots 1-4,W}, 2-1-95 12.5%
WiE}
16: All
50 T15N-R9E 1147.33 LH-3263 NV Yates Petroleum Corp. none Yat
Sec. 22: All 2-1-95 12.5% .
23: Lots 1-5,
SWINWY , SWi
26: Lots 1,2,NW}
51 T15N-R9E LH-3264 Nv Yates Petroleun Corp. none Yat
Sec. 27: N} Y 960.00 2-1-95 12.5%
© 28: All SE
52 T15N-RIE " 640.00  LH-3265 NV Yates Petroleum Corp.  none Yat
Sec. 32: All 2-1-95 12.5%
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Exhibit "B" to Umit Agreement
La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO, & ROYALTY & DUCTION PAWENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
53 T16N-R8E A 868.76 IH-3266 NV Yates Petroleun Corp. none Yates Petroleun !
Sec. 1: Lots 2,3,6,9 2-1-95 12.5%
2: Lots 3,4,10-27,incl.
3: Lots 3,9,10,NE}SW}
S1SWi,NWiSE}
TUTAL 21,373.91 acres of New Mexico Lands ‘
54 T16N-R8E 2842.33 Fee 12,5% Bruce A.Black & none Bruce A. Black 5
Sec. 1: Small Holding Claim 4-7-85 Mark E.Weidler Mark E. Weidler

#5949: sifuated in Sec. 1 & 2
T16N-R8E and Sec. 35 & 36
T17N-R8E. Also: Tract 1&2 of

of Small Holding Claim #1242;
situated in Sec. 1 T16N-RSE

and Sec.36 T17N-RSE. Also:
Tract#2 of Small Holding Claim
#711:situates in Sec.1 T16N-RSE,
& Sec.36 T17TN-RSE,

Small Holding Claim #480:situates
in Sec.2 T16N-R8E & Sec.35 T17N-RSE
Also:S4 Tract 8 of Small Holding
Claim #1220.

Lots 1&2

Sec. 2

Sec. 4



Page 13
Exhibit "B" to Unit >m~.mm=m§
La Mesa Unit

NO, DESCRIPTICN ACRES

ROYALTY &
PERCENTAGE

LESSEE OF REQCRD

OVERRILE CR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OWNER-PERCENTAGE

T17TN-RSE

ec. 23: SE},EINE}
24: WiNwi
27: SW§
34: E}

895,70 Fee
4-8-85

55 T15N-RSE
Sec. 4: Portions
5: Portions
33: SEi}
T16N-RSE -
Sec., 22 Lot 1
27: Lotsl-3,SWiNwi
28: lotsl1,4,5,7,8,
9,10,NWINE} ,NINWE,
- SWiNWE,Nwiswi
56 T15N-R8E 10,235.08 * Fee
Sec. 1: Si
3: lots 1,2,SINE}
8: Lot 5
9: SHC 1235,1895
10: N}
11: S}
15: SE}
19: Lots Snuo
20: lot 41,Lot 42
21: z::ﬁ.ﬁ Survey
1086, qu 1503
. 22: E}
24: SBC 1235
27: SiNwi
28: wj

12,5 -

16.67%

A

Bruce A. Black &
Mark E. Weidler

Yates Petroleunm
Corporation -~ 100%

none

none

* LEASE CONTAINS A POOLING PROVISION AUTHORIZING COMMITMENT TO AN APPROVED UNIT AGREEMENT.

Bruce A. Black 50%
Mark E, Weidler 50%

Yates Petroleum
Corporation - 100%
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Exhibit "B" to Unit Agreement

La Mesa Unit
OVERRIDE OR PHO-
TRACT LEASE NO. & ROYALTY & DUCTION PAYVENT WORKING INTEREST
NO., DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECRD AND PERCENTAGE OWNER-PERCENTAGE
T15N-R9E :
Sec. 3: Lots 1,2,5,8,
SIN% ,NWiSWi
4: SE}Swi
8: SWiSE}
9: WINE},NEINE],
Nw3 ,N3Swi ‘
10: Lot 1,NWiNwi
17: NWINE},NE1NWE,
SINWINWiSW1
18: Lots 2,3,4,E35W},
SEINE}, SEY
19: Lots 3,4,NEi,
E3W},SWiSE4
20: N3INwj
30: Lot 1,NEjNWi,
NWiNEZ , SINE},
E15W3,SE}
T16N-RSE
Sec. 24: E}SE}
25: NEINE}
v 35: Nwj
T16N-RIE
Sec. 19: Lot 4,WiNE},
E3NWx ,E1SW}
21: Si
28: WiNwi,5wi
29: EINE},E1SW},SE}
30: Lot 1,NEiNW}
32: EJSE}
©33: SiNwi,swi
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Exhibit "B" to Unit Agreement

L.a Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO. & ROYALTY & 3 DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
The Sitio de Juana Lopez Grant
The Sitio de Los Cerrillos Grant
The Los Cerrillos Grant
57 T16N-ROE
Sec. 21: N/2% 60 Fee Virginia Lee - Peyton Yates none Peyton Yates-100%
1-13-90 Weishaar
1/6
60 Fee Wallace O. Peyton Yates none Peyton Yates-100%
1-13-90 Weishaar
1/6
60 Fee Karen A. Welch Peyton Yates none Peyton Yates-100%
1-13-90 1/6
60 Fee Ilona Boulton Peyton Yates none Peyton Yates-100%
1-13-90 1/6
*Remaining 80 acres unleased
TOTAL 14177.11 acres of Fee lands
58
T16N-R8E
Sec. 28: Lot 6
T16N-ROE
Sec. 4: Lot 12
5: SEhYSWY
6: Lots 3,12-14,

16,19,20,21,28-30
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Exhibit "B" to Unit Agreement
La Mesa Unit

) . OVERRIDE OR PRO-
TRACT - LEASE NO. &  ROYALTY & S DUCTION PAYMENT WORKING INTEREST
zo. ommowHwaHoz »nmmm mxm.cvem wmmomze»om hmmmmmomwmnowc. wzcmmxnngom ozzmm-wmmomzewmm

T17N-ROE

Sec. 28: Lot 12
29: lLots 1,2,3,37-60
32: Lots 12-27
33: Lot 22,23,25,26,28,

30,32-36 "
TOTAL 454,77 acres of Unleased Federal Lands
59 T15N-R9E
Sec. 14: Lot 1 14.74
TOTAL 14.74 acres of Unleased State Lands
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Exhibit "B" to Unit Agreement

La Mesa Unit

ROYALTY &
PERCENTAGE

LESSEE OF RECORD

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OWNER-PERCENTAGE

TRACT LEASE NO. &
NO. DESCRIPTION ACRES __ EXP. DATE
60 T15N-R8E

Sec. 3: Lots 3,4,SkNwh
4: Lots 1,2,3,8HC,4,

ShNWl , SWaNW)

S5: SHC

6: Lots 1,3,5,6,
S&LNE% , SEXNWY, SHC

7: Lots 11-14

10: sk

12: sk

13: sksk

19: SHC100

20: Patent Mineral
Claims 97

21: Patent Mineral
Claims

23: SkNE%,SEkL
24: SkSwWky,SW4%SEL,
N&N1s, SE4SEY
25: NYNW,NWhNEY,
NEYNE%
26: SW4,NE%,N4SE4
27: N%Nwh,NEY,
SEY, SW
29: SkSWh, Private Claim
30: Lots 5,6,NEY,
E4SW4, Patent Mineral Claim
32: Mineral Survey 852,
Mineral Survey 1229 !
. 33: NEY%, Mineral Survey 1366
e 34: Nk
A 35: Nwk
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Exhibit "B" to Unit Agreement

La Mesa Unit

LEASE NO, &
EXP. DATE

ROYALTY &
PERCENTAGE

LESSEE OF RECORD

OVERRIDING PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OWNER-PERCENTAGE

TRACT
NO. DESCRIPTION ACRES
T15N-RIE
Sec. 33: SE4SW4%,SL%SEX
34: SWh, SE4NWY
SW4NEX
T16N-R8E
Sec. 1: SHC
2: SHC
3: Lots 1,2
10: Lots 7,8,SkNWk,
WhSE%, S4SwW%, SHC
11: SHC,Lots 1,2,3,5,6,7,
EXNWY , NEXSW
i2: SHC,lots 4,5,8,9
13: Lots 2,3,4,5,7,8,
SLSEY%, S%SWy ,NL4SEY,
SE4NE%
14: Lots 2,3,4,8
23: sk
24: WhSE)Y,NYNW
26: SE%
28: Lots 2,3,11,12,SHC
32: SHC
33: SHC,SEW,Nk
34: N%

Pacheco Grant
S% of Ceneguilla Grant
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Exhibit "B" to Unit Agreement
La Mesa Unit

OVERRIDE OR PRO-

TRACT LEASE NO. & ROYALTY & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE PERCENTAGE LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE
T16N-ROE
Sec. 4: SHC
5: SHC
6: SHC
7: SHC
8: SWhSWy
9 Mwn [
17: sk
19: EXNEY
20: Nwhy,WhNEY%, Sk
21: Nk (Remaining 240 acres leased, see tract 57)
T17N-R8E ’
Sec. 13: E4EX
25: Nwk b
27: SEk
36: SHC .
T17N-R9E o
Sec. 5: Lot 1, ShkNEL,
" W4SEY%, SEXSEX
8: ELNEY
17+ SHC
18: Lots 3,4,5,8,
E4SWY%,NEYNEY,
SLNEY%,SHC 2514,SE4%
19: NE},E\Wh
20: SHC
"28: SHC
29: SHC
31: SHC
32: SHC

33:

SHC
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Exhibit "B" to Unit Agreement
La Mesa Unit

ACRES

LEASE NO. & ROYALTY &
EXP. DATE PERCENTAGE

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
LESSEE OF RECORD AND PERCENTAGE OWNER-PERCENTAGE

TRACT
NO. DESCRIPTION
T18N-R9E
Sec. 19: Lots 1-4
20: All
29: Lots 1-4
30: Lot 1

(Part of Tesuque Pueblo Grant)

19,310.08 Unleased Fee Acreage

RECAPITULATION
38957.25 acres Federal Lands 41.317355% of Unit Area
21373.91 acres New Mexico Lands 22.668783%
14177.11 acres Fee Lands 15.035987%
19779.59 acres Unleased Lands 20.977875%
94287.86 acres All Lands 100.000000% of Unit Area
39412.02 acres Federal Lands 41.799676% of Unit Area
21388.65 acres New Mexico Lands 22.684416%
33487.19 acres Fee Lands 35.515908%
94287.86 acres All Lands 100.000000% of Unit Area
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RATIFICATICN AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the
Development and Operation of the LaMesa Unit Area, County of Santa Fe,
State of New Mexico, dated , in form approved on behalf
of ratification by other working interest owners of the contemporary
Unit Operating Agreement which relates to said Unit Agreement, the
undersigned hereby expressly ratifies, approves and adopts said Unit
Agreement, and also said Unit Operating Agreement as fully as though the
undersigned had executed the original instrument.

This Ratification and Joinder shall be effective as to the
undersigned's interests in any lands and leases, or interests therein,
and royalties presently held or which may arise under existing option
within the Unit Area in which the undersigned may be found to have an
oil or gas interest.

This Ratification and Joinder shall be binding wupon the
undersigned, its heirs, devisees, assigns or successors in interest.

EXECUTED this é%@ay of ¢44£ , 1985.

Address: 207 South Fourth Street
Artesia, New Mexico 88210

STATE OF NEW MEXICO )
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this‘gizaé(day

Voo

of ' ¢ 1985 by PEYTON YATES. [

o 7 .

My ‘commission expires: » ¢7ﬁ%/
/ﬁjiafégﬁg Notary Public

La Mesa Unit
Santa Fe County, New Mexico



CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE LA MESA UNIT

SANTA FE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreement and Unit Operating Agreement for the
development and operation of the La Mesa Unit embracing lands situated
in Santa Fe County, New Mexico, which said Agreement is dated October 9,
1984, and acknowledge that they have read the same and are familiar with
the terms and conditions therecf. The undersigned alsoc being the owners
of leasehold interests being committed to said Unit Agreement and Unit
Operating Agreement do hereby consent to said Unit Agreement and Unit
Operating Agreement and ratify all the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement and Unit Operating Agreement or a counterpart thereof.

IN WITﬁESS WHEREOF, this instrument is executed by the undersigned

as of ‘the date set forth in their respective acknowledgments.

L
foay
..

ATTEST

YATES /PETROLEUM CORPORATION

Assistant Secretary Vice- President

STATE OF NEW MEXICO )
' : Ss
» COUNTY OF EDDY ) -
o The foregoing instrument was acknowledged before me this day

oof _@on , 1985 by
.- for YATES PETROLEUM CORPORATION,
said corporation.

M . commissiqn explres

’N’ s

La Mesa Unit



CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE LA MESA UNIT

SANTA FE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreement and Unit Operating Agreement for the
development and operation of the La Mesa Unit embracing lands situated
in Santa Fe County, New Mexico, which said Agreement is dated October 9,
1984, and acknowledge that they have read the same and are familiar with
the terms and conditions thereof. The undersigned also being the owners
of leasehold interests being committed to said Unit Agreement and Unit
Operating Agreement do hereby consent to said Unit Agreement and Unit
Operating Agreement and ratify all the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement and Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

ATTEST:

) N (/
~/ S
A oz Secretary #rc& — President
Greenspoint Plaza, Suite 400

16825 Northchase
Houston, Texas 77060

STATE OF pf(4/ AL/ ) i
’ - : ss
COUNTY OF /&‘/}/l/é% ) .
, ARy,
_ Ry Y
The forego g -instrument was afﬁg?w dg727before e tnLy ; R

day of /7m%4 A/, 1984, by NoArie L0 .
of PELTO OIL COMPANY, a @ LNl

corporation, on behalf of said corporatlon.

My commission expires: /Z/“CL yﬁiﬁﬁé&(ﬁ

3- O0F % Notary Public

TARA L DRACKETT
Notary Public, State of Toxas
My Commission Expires Marcn B, 1238
Bondac by Lovett Agency, Lawyars Surst y Cap.

La Mesa Unit



CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE LA MESA UNIT

SANTA FE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt
of a copy of the Uni£ Agreement and Unit Operating Agreement for the
development and operation of the La Mesa Unit embracing lands situated
in Santa Fe County, New Mexico, which said Agreement is dated October 9
1984, and acknowledge that they have read the same and are familiar with
the terms and conditions thereof. The undersigned also being the owners
of leasehold interests being committed to said Unit Agreement and Unit
Operating Agreement do hereby consent to said Unit Agreement and Unit
Operating Agreement and ratify all the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement‘and Upit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

MOBIL PRODUCING TEXAS & NEW
MEXICO INC.

By yy( 64,Q%10u~, O
F. C. Luce, Attorney-in-Fact
9 Greenway Plaza, Suite 2700

Houston, Texas 77046

STATE OF Texas

Ss

St 0 et

COUNTY OF Harris

The foregoing instrument was acknowledged before me this 28th

’

day of November , 1984, by F. C. Luce ,
_Attorney-in-Fact of MOBIL PRODUCING TEXAS & NEW MEXICO, INC.,
a Delzware corporation, on behalf of said corporation.
My commission expires: <2§ZA1L(,‘?23027LCL,/
/i d %51) 195 Notary Publik
¢VZ sgtary Pubhc aﬂﬁ i : i

\

La Mesa Unit



CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE LA MESA UNIT

SANTA FE COUNTY, NEW MEXICO

The undersigned, {(whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreement and Unit Operating Agreement for the
development and operation of the La Mesa Unit embracing lands situated
in Santa Fe County, New Mexico, which said Agreement is dated October 9,
1984, and acknowledge that they have read the same and are familiar with
the terms and conditions thereof. The undersigned also being the owners
of leasehold interests being committed to said Unit Agreement and Unit
Operating Agreement do hereby consent to said Unit Agreement and Unit
Operating Agreement and ratify all the terms and provisions thereof,
exactly the same as if the undersigped had executed the original of said
Unit Agreement and Upit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

7 P
TN e e 0 R e / /g%ﬂi //%L

Marjorie W.' Black, his wife Bruce A. Black

ATTEST: BLACK OIL, INC.

By:_ TN e WS el By %’ﬂ&//’c%éf(’
' Secretary President

STATE OF \R\h N\ ‘(/\Q\ -
COUNTY OF \qw\ S

The foregoing instrument was acknowledged before me this \liﬁi‘day

~ ae S
1]
/2]

of "\t eedea N 7 1984 by BRUCE A. BLACK and MARJORIE W. BLACK, his
wife. \ -
) R S
My commission expires: ~—::::\\f3\q\xu N ‘ - :V}5<@);¢:W\
S-0y % : Notary Public o,
oy

[N ;
s A
Py

N

STATE OF ”Q\c RN & acg

)
IR T SS
COUNTY OF o, 5o )

Iu Bt i W NN
—3

A,

The foregoing instrument was acknowledged before me this S‘S\k ’

da_y of ”\\‘»‘xk_‘ S DD AN 19841 by €i>~l\x.k,1<: Q\ . \‘*‘:\3 N ‘T\/'Ck, ’
NN s of BLACK OIL, INC., a  Oatoor SONY € 4 a
corporation, on behalf of said corporation. N
- ™ . ‘
My commission expires: -_:§§>F§;bﬁv e ¥¥\x\§wg\5h\ﬂ
- Notary Public R

La Mesa Unit



CONSENT AND RATIFICATION

UNIT AGREEMENT AND UNIT OPERATING AGREEMENT

FOR THE LA MESA UNIT

SANTA FE COUNTY, NEW MEXICO

The undersigned, {(whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreement and Unit Operating Agreement for the
development and operation of the La Mesa Unit embracing lands situated
in Santa Fe County, New Mexico, which said Agreement is dated October 9,
1984, and acknowledge that they have read the same and are familiar with
the terms and conditions therecf. The undersigned also being the owners
of leasehold interests being committed to said Unit Agreement and Unit
Operating Agreement do hereby consent to said Unit Agreement and Unit
Operating Agreement and ratify all the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement and Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

0 sliveo by sl J

Fa

cqugline J. Weidler, his wife Mark E. Weidler
ATTEST: MARJAC, INC.
By: Zf/ﬁz céfzuy ////cvéi 7(4201!{&

Secretary President

STATE OF 7Z%¢ WM )

¢+ SS
COUNTY OF )

The foregoing instrument was acknowledged before me this / day
of ¢ 77@4225/ , 1984 by Mark E. Weidler and Jacqueline J. Weidler,
his wife.

My commission expires: Zz&ébcéz ;2 t2§7214AZf:
b-3-F7 Notary Pyblic

STATE OF ﬁéei Mﬂ )

: S8
COUNTY OF _o 2, ;; s )

The foregoing instrument was acknowledged before me this 7 R

day of _Papernlich 1 1984, by Vo h 5 Llernds ,

of MARIAC, INC., &_ Prge/ Pltryris)
corporation, on behalf of said corporation.

My commission expires: ;ZZZZ¢4/ ;7 522424é2f6 i

&-3-&7 Notary %&ﬁllc e

La Mesa Unit



NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
' LA MESA UNIT

SANTA FE COUNTY, NEW MEXICQO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated April 26, 1985 ,which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW,THEREFORE, by virtue of the authority conferred upon me under
Sections 19-10-45, 19-10-46, 19-10-47, New Mexico Statutes Annotated,
1978 Compilation, I, the undersigned Commissioner of Public Lands of
the State of New Mexico, do hereby consent to and approve the said Agree-
ment, however, such consent and approval being limited and restricted to
such lands within the Unit Area, which are effectively committed to the
Unit Agreement as of this date, and, further, that leases insofar as the
lands covered thereby committed to this Unit Agreement shall be and the
same are hereby amended to conform with the terms of such Unit Agreement,
and said leases shall remain in full force and effect in accordance with
the terms and conditions of said Agreement. This approval is subject to
all of the provisions and requirements of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 30th day of April , 19 85

QXLN*« -{zlwuk
COMMISSIONER OF PUBLIC LANDS
of the ate of New Mexico

L.
[ATaPW XA
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OPERATING AGREEMENT

THIS AGREEMENT, qntered, fgto by and between YATES PETROLEUM CORPORATION
s 2075, 4th Street, Ar‘tes1a, NM , hereinafter designated and

referred to as *‘Operator”, and the signatory party or parties other than Operator, sometimes hereinafter
referred to individually hercin as “Non-Operator”, and collectively as “Non-Operators”,

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas in-
terests in the land identified in Exhibit “A”, and the parties hereto have reached an agreement to explore
and develop these leases and/or oil and gas interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1L -
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed
to them: .

A. The term “oil and gas” shall mean oil, gas, casinghead gas, gas condensate, and all other liquid
or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to
limit the inclusiveness of this term is specifically stated.

B. The terms “oil and gas lease”, “lease” and “leasehold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

C. The term “oil and gas interests” shall mean unleased fee and mineral interests in tracts of
land lying within the Contract Area which are owned by parties to this agreement.

D. The term “Contract Area” shall mean all of the lands, oil and gas leasehold interests and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit “A”.

E. The term ‘“drilling unit” shall mean the area fixed for the drilling of one well by order or rule
of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order,
a drilling unit shall be the drilling unit as established by the pattern of drilling in the Contract Area
or as fixed by express agreement of the Drilling Parties.

F. The term *‘drillsite” shall mean the o0il and gas lease or interest on which a proposed well is to
be located.

G. The terms “Drilling Party” and “Consenting Party” shall mean a party who agrees to join in
and pay its share of the cost of any operation conducted under the provisions of this agreement.

H. The terms “Non-Drilling Party” and “Non-Consenting Party” shall mean a party who elects
not to participate in a proposed operation.

I. "Unit-.Agreement' shall be the Unit Agreement for the LaMesa Unit.

Unless the coritext otherwise tlearly indicates, words used in the singular include the plural, the
plural includes the singular, and the neuter gender includes the masculine and the feminine.

ARTICLE 1L ~
EXHIBITS

- The following exhibits, as indicated below and attached hereto, are incorporated in and made a
part hereof: ‘
g A. Exhibit “A”, shall include the following information:
(1) Identification of lands subject to agreement,
(2) Restrictions, if any, as to depths or formations,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
] B. Exhibit “B”, Form of Lease.
XC. Exhibit “C”, Accounting Procedure.
)_( D. Exhibit D", Insurance.

IR

g

& F. Exhibit “F"”, Non-Discrimination and Certification of Non-Segregated Facilities.
G i SRR

If any provision of except Exhibit “E”, is inconsistent with any provision contained

Revised 11/28/84
Revised 4/16/85
Revised 4/23/85
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ARTICLE III
INTERESTS OF PARTIES

A. Oil and Gas Intcrests:

If any party owns an unleased oil and gas interest in the Contract Area, that interest shall be
treated for the purpose of this agreement and during the term hereof as if it were a leased interest
under the form of oil and gas lease attached as Exhibit “B”. As to such interest, the owner shall re-
ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit
“B”. Such party shall. however, be subject to all of the provisions of this agreement relating to lessees,
to the extent that it owns the lessee interest.

B. Interest of Parties in Costs and Production:

Exhibit “A” lists all of the parties and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
this agreement shall be borne and paid, and all equipment and material acquired in operations on the
Contract Area shall be owned by the parties as their interests are shown in Exhibit “A”. All produc-
tion of oil and gas from the Contract Area, subject to the payment of lessor’s royalties whieh—will-be
berne—by—the—Joirt—reesunt: shall also be owned by the parties in the same manner during the term
hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
ered hereby.

ARTICLE 1V.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases
and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
The opinion will include the ownership of the working interest, minerals, royalty, overriding royalty
and production payments under the applicable leases. At the time a well is proposed, each party con-
tributing leases ahd/or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examination of title, shall be obtained
by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneys.
Copies of all title opinions shall be furnished to each party hereto. The cost incurred by Operator in
this title program shall be borne as follows:

e AT . s . . . . . . .
1 \» cr " O | - U JY 7 U L] U i d d c i C - S A SISERS Waaras 2 .
preliminary, supplemental, shut-in gas royalty opinion nd—etvisionr order title opinions) shall be a

part of the administrative oveskeadt 733 pxov1ded in EXhlblt “Cc,” and shall not be a direct charge, whether

¥ Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys
for title examination (including preliminary, supplemental, shut-in gas royalty opinions and division
order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.
Operator shall make no charge for services rendered by its staff attorneys or other personnel in the
performance of the above functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements
required in connection with leases or oil and gas interests contributed by such party. The Operator shall be
responsible for the preparation and recording of Pooling Designations or Declarations as well as the
conduct of hearings before Governmental Agencies for the securing of spacing or pooling orders. This
shall not prevent any party from appearing on its own behalf at any such hearing. Operator shall
also be responsible for filing plans of Development and Participating Areas.

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit
has been examined as above provided, and (2) the title has been approved by the examining attorney or
title has been accepted by all of the parties who are to participate in the drilling of the well. :

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein,'bé lost through
failure of title, which loss results in a reduction of interest from that shown on Exhibit “A”, this agree-
ment, nevertheless, shall continue in force as to all remaining oil and gas leases and interests, and?.,f:

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone -
the entire loss and it shall not be entitled to recover from Operator or the other parties any development .

-2- Revised 4/16/85

e ——
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or operating costs which it may have theretofore paid, but there shall be no monetary liability on its
part to the other parties hereto for drilling, development, operating or other similar costs by reason of
such title failure; and

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the
operation of the interest which has been lost, but the interests of the parties shall be revised on an acre-
age basis, as of the time it is determined finally that title failure has occurred, so that the interest of
the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost; and

{c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled

" on the Contract Area is increased by reason of the title failure, the party whose title has failed shall

receive the proceeds attributable to the increase in such interests (less costs and burdens attributable
thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well;
and R )

(d) Should any person not a party to this agreement, who is determined to be the owner of any in-
terest in the title which has’ falled pay in any manner any part of the cost of cperation, develonment.
217 egurnast, such atnSuie 3holl be paid o the party or pariics "vhu oore the SUSTL waidic 200 G0 s_iali-
ed; and

(e) Any liability to account to a third party for prior production of oil and gas which arises by
reason of title failure shall be borne by the party or parties in the same proportlons in which they shared
in such prior production; and . . R

(f) No charge shall be made to the joint account for legal expenses fees or salaries, in connection
with the defense of the interest claimed by any party hereto, it being the intention of the parties
hereto that each shall defend title to its interest and bear all expenses in connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, minimum royalty or royalty payment, is not paid or is erroneously
paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against
the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new lease covering the same interest within ninety (90) days from the discovery of the fail-
ure to make proper payment, which acquisition will not be subject to Article VIILB., the interests of
the parties shall be revised on an acreage basis, effective as of the date of termination of the lease in-
volved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event
the party who failed to make the required payment shall not have been fully reimbursed, at the time of
the loss, from the proceeds of the sale of oil and gas attributable to the lost interest, calculated on an
acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the
cost of any dr; hole previously drilled or wells previously abandoned) from so much of the following
as is necessary 1o effect reimbursement:

(a) Proczeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost
interest, on an acreage basis, up to the amount of unrecovered costs;

(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an
acreage basis, of that portion of oil and gas thereafter produced and marketed (excluding production
from any wells thereafter drilled) which, in the absence of such lease termination, would be attributable
to the lost interest on-an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective in-
terests; and 7 -

(¢} Any monies, up to the amount of unrecovered costs, tt t may be paid by any party who is, or
becomes, the owner of the interest lost, for the privilege of - -ticipating in the Contract Area or be-
coming a party to this agreement.

3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2.
above, shall not be considered failure of title but shall be joint losses and shall be borne by all parties
in proportion to their interests. There shall be no readjustment of interests in the remaining portion of
the Contract Area.

ARTICLE V. i
OPERATOR '

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

-

Vates Petroleum Corporation, 207 S. Fourth St., Artesla, NM 38210 shall be the

Operator of the Contract Area, and shall conduct and direct and have full control of all operations on
the Contract Area as permitted and required by, and within the limits of, this agrcement. It shall con-
duct all such operations in a good and workmanlike manner, but it shall have no liability as Operator
to the other parties for losses sustained or liabilities incurred, except such as may result from gross
neglizence or willful misconduct. V- ’,
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B. Resignation or Removal of Operator and Selection of Successor:

Sections 5 and 6 of the Unit Agreement for the LaMesa Unit Area are incorporated
herein by reference and shall govern the relationship of the parties hereto with re-
spect to any resignation or removal of Operator and the selection of a successor
Operator.
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' C. Employees:

[N-I ]
o0 -3

The number of employees used by Operator in conducting operations hereunder, their selection,
and the hours of labor and the compensation for services performed, shall be determined by Operator
and all such employees shall be the employees of Operator.

N
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D. Drilling Contracts: /

L W W
W N

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual
rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in the
drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate
of such charges shall be agreed upon by the parties in writing before drilling operations are com-
menced, and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of independent contractors who are doing work of a sim-
ilar nature.

b M DWW W W
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ARTICLE VI
DRILLING AND DEVELOPMENT

R
G o W

A. Initial Well:

RS
HCR-N

On or before the 1st day of .- - May , 19 85, Operator shall commence the drill-
ing of a well for oil and ‘gas at the following location:

2310 FSL and 2310' FEL
“Township 17 North, Range 8 East
Section 24

Santa Fe Count New Mexico
53 and shall thereafter continue the drilling of the well with due diligence to a depth sufficient to

94 test the Dakota formation at approx1mately 8300 feet.

55

56 ) . L .. _

57 , » R o .

58 unless granite or other practically impenetrable substance or condition in thc hole, which renders
59  further drilling impractical, is encountered at a lesser depth, or unless all parties agree to complete or
60 abandon the well at a lesser depth. all subject to the terms and provisions of th@(wtlnlt
61 Agreement.

62 Operator shall make reasonable tests of all formations encountered during dr1llmg which nge in-
63  dication of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited
64 in its application to a specific formation or formations, in which event Operator shall be reqmred to
65 test only the formation or formations to which this agreement may apply. :
66 - ‘
67 If, in Operator’s judgment, the well will not produce oil or gas in paying quantmes and xt Wlshes
68 to plug and abandon the well as a dry hole, it shall first secure the consent of all _parties _ and ‘shall -
69 plug and abandon same as provided in Article VI.E.1. hereof, subject to the terms and ?ro—v"‘

70 visions of the Unit Agreement. e et Bt - 1)

-4- 7 Revised 4/16/85
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1 B. Subsequent Opcrations:
2 Subject to the Provisions of Article 13 of the Unit Agreement,
3 1. Proposed Operations: /Should any party hereto desire to drill any well on the Contract Area
4 other than the well provided for in Article VIL.A., or to rework, deepen or plug back a dry hole drilled
5 at the joint expense of all parties or a well jointly owned by all the parties and not then producing
6 in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
7 other parties written notice of the proposed operation, specifying the work to be performed, the loca-
8 tion. proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
§ ing such a notice shall have thirty (30) days after receipt of the notice within which to notify the
10 parties wishing to do the work whether they elect to participate in the cost of the proposed operation.
11 If a drilling rig is on location, notice of proposal to rework, plug back or drill deeper may be given
12 by tclephone and the response period shall be limited to twenty-four hours, exchrsiveof-Saturday;
13 Sundav-or-legak-helidays. Failure of a party receiving such notice to reply within the period above fixed
14 shall constitute an election by that party not to participate in the cost of the proposed operation. Any
15 notice or response given by telephone shall be promptly confirmed in writing.
16
17 2. Operations by Less than All Parties: If any party receiving such notice as provided in Article
18 VIB.1. or VLE.L. elects not to participate in the proposed operation, then, in order to be entitled to
19  the benefits of this article, the party or parties giving the notice and such other parties as shall elect
20  to participate in the operation shall,  within sixty (60) days after the expiration of the notice period of
21 thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period
22  where the drilling rig is on location, as the case may be) actually commence work on the proposed
23 operation and complete it with due diligence. Operator shall perform all work for the account of the
24 Consenting Parties: provided, however, if no drilling rig or other equipment is on location, and if Op-
25 erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
26 the work required by such proposed operation for the account of the Consenting Parties, or (b) desig-
27 nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when
28 conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms
29 and conditions of this agreement.
30
31 If less than all parties approve any proposed operation, the proposing party, immediately after the
32 expiration of the applicable notice period., shall advise the Consenting Parties of (a) the total interest
33 of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-
34 ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
35 hours +exclusive—ef-Saturday—-Stmday—er-desal-hokdaysy after receipt of such notice, shall advise the
36 proposing party of its desire to (a) limit participation to such party’s interest as shown on Exhibit “A”,
37 or (b) carry its proportionate part of Non-Consenting Parties’ interest. The proposing party, at its
38 election, may withdraw such proposal if there is insufficient participation, and shall promptly notify
39 all parties of such decision.
40
41 The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in

42  the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting
43  Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
44  encumbrances of every  kind created by or arising from the operations of the Consenting Parties. If such
45 an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
46 cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions
47  of this Article results in a producer of oil and‘or gas in payving quantities, the Consenting Parties shall
48 complete and equip the well to produce at their sole cost and risk, and the well shall then be turned
49 over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties.
50 Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such
51  well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party
52 shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
53 be entitled to receive, In proportion to their respective interests, all of such Non-Consenting Party’s
54 interest in the well and share of production therefrom until the proceeds of the sale of such share,
55 calculated at the well, or market value thereof if such share is not sold (after deducting production
56 taxes. crude-0il excise taxes, royalty, overriding royalty and other interests

57 existing on the effective date hereof, payable out of or measured by the produc-
58 tion from such well accruing with respect to such interest until it reverts) shall
59 equal the total of the following:

60 (a) 200% of each such Non-Consenting Party’s share of the cost of any newly acquired surface
61 equipment beyond the wellhead connections (including, but not limited to, stock tanks, separators,
62  treaters, pumping equipmeni and piping), plus 100% of each such Non-Consenting Party’s share of the
63  cost of operation of the well commencing with first production and continuing until each such Non-
64 Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being
65 agreed that cach Non-Conscenting Party’s share of such costs and equipment will be that interest which
66 would have been charpeable to each Non-Consenting Party had it participated in the well from the be-
67 ginning of the operation; and N

68 T B
69 (b) 500.% of that portion of the costs and expenses of drilling reworking, deepening, or plugging ',
70  back, testing and completing, after deducting any cash contributions received under Article VIII.C., and

-5- Revised 4/16485
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1 500 % of that portion of the cost of newly acquired equipment in the well (to and including the well-
2 head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
3 pated therein.

4

5 Gas production attributable to any Won - Consenting Party’s relinquished interest upon such Party’s
6 election, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from
8 such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party's relinquished interest. If such Non - Consenting Party has not
10 contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
11  tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party’s share of gas as hereinabove provided during the recoupment period.

13

14 During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share
15 of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of
16 all production, crude 011 excise taxes, 'severance, gathering and other taxes, -and all
17 royalty, overriding royalty and other burdens applicable to Non-Consenting Party's
18 share of production.

19 In the case of any r-eworking, plugging back or deeper drilling operation, the Consenting Parties shall

20  be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
21  all such equipment shall remain unchanged; and upon abandonment of a well after such reworking,
22  plugging back or deeper drilling, the Consenting Farties shall account for all such equipment to the
23 owners thereof, with each party receiving its proportionate part in kind or in value, less cost of
24 salvage.

25

26 Within sixty (60) days after the completion of any operation under this Article, the party con-
27 . ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
28  ventory of the equipment in and connected to the well, and an itemized statement of the cost of drilling,
‘29  deepening, plugging back, testing, completing, and equipping the well for production; or, at its option,
30 the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed
31 statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
32 reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
33 ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the
34 operation of the well, together with a statement of the quantity of oil and gas produced from it and the
35 amount of proceeds realized from the sale of the well’s working interest production during the preceding
36 month. In determining the quantity of oil and gas produced during any month, Consenting Parties
37 shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
38 amount realized from the sale or other disposition of equipment newly acquired in connection with any
39  such operation which would have been owned by a Non-Consenting Party had it participated therein
40  shall be credited against the total unreturned costs of the work done and of the equipment purchased,
41 in determining when the interest of such Non-Consenting Party shall revert to it as above provided;
42  and if there is a credit balance. it shall be paid to such Non-Consenting party.

43

44 If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46  matically revert toit, and. from and after such reversion, such Norn-Consenting Party shall own the same
47 interest in such well, the material and equipment in or pertaining thereto, and the production there-
48 from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
49  reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be
50 charged with and shall pay its proportionate part of the further costs of the operation of said well in
51 accordance with the terms of this agreement and the Accounting Procedure, attached hereto.

52

53 Notwithstanding the provisions of this Article VI.B.2,, it is agreed that without the mutual consent

54  of all parties, no wells shall be completed in or produced from a source of supply from which a well
55 located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing
56 well spacing pattern for such source of supply.

58 The provisions of this Article shall have no application whatsoever to the drilling of the initial
59  well described in Article VI.A. except (a) when Option 2, Article VII.D.l.,, has been selected, or (b)
60 to the reworking, deepening and plugging back of such initial well, if such well is or thereafter shall
61 prove to be a dry hole or non-commercial well, after having been drilled to the depth specified in {%rticle
62 VILA.

63 o

64 C. Right to Take Production in Kind: o A i

63 fach party electing to take in kind or separately dispose of its proportionate share of the production from the Contract Area

66 snall «eep accurate reccrds of the volume, selling price, royalty and taxes relative to its share of production. Non-Operators
snall, upen request, furnish Operator with true and complete copies of the records required to be kept hereunder whenever, under

67 the terms of this agreement or any agreerment executed in conrection herewith, it is necessary for Operator to obtain said informa=-

. tisn, Asy information furnisheg to Uperator hereunder shall be used by Operator only to the extent necessary to carry out its
68 duties as Cperator and shail otherwise be kept cenfidential.

tach carty shall have the right to take in kird or separately dispose of its proportionate share of all oil and gas prcduced
70 from tre Contract Area, exclusive of production which may be used in development and producing operations and in preparing and

-6 -
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1 treating oil for marketing purcoses and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate
disposnlonlby any party af its proportionate share of the production shall be borre by such party. Any party taxing its share of

2 2;221&:10!\ in kind shall be required to pay for only its proportionate share of such part of (perator's surface facilities which it

3

4 Each party shall execute such division orders and contracts as may be necessary for the sale of its

5 interest in production from the Contract Area, and, except as provided in Article VIL.B., shall be entitled

6 to receive payment direct from the purchaser thereof for its share of all production.

7

8 In the event any party shall fail to make the arrangements necessary to take in kind or separately

9 dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator shall have

10 the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such

11  oil and gas or sell it to others at any time and from time to time, for the account of the non-taking

12 party at the best price obtainable in the area for such production. Any such purchase or sale by Op-

13 erator shall be subject always to the right of the owner of the production to exercise at any time its

14 right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a

15 purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for

16  such reasonable periods of time as are consistent with the minimum needs of the industry under the

17 particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the

18  foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party’s

19 share of gas production without first giving such other party thirty (30) days notice of such intended

20 sale.

21

929 In the event any party hereto 1is not at any time taking or marketing its share of gas
production and Operator is either (i) unwilling to purchase or sell or (i1) unable to

23  obtain the prior written consent to purchase or sell such party's share of gas production,

24 or in the event any party has contracted to sell its share of gas produced from the Contract

25 Area to a purchaser which does not at any time while this agreement is in effect take the

26 full share of gas attributable to the interest of such party, then in any such event the
terns and conditions of the Gas Balancing Agreement attached hereto as Exhibit "E" and

2; incorporated herein shall automatically become effective,

2

29 Di- Access to Contract Area and Information:

30

31 Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect

32 or observe operations. and shall have access at reasonable times to information pertaining to the de-

33 velopment or operation thereof, including Operator’s books and records relating thereto. Operator, upon

34 request, shall furnish each of the other parties with copies of all forms or reports filed with govern~

35 mental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports

36 of stock on hand at the first of each month, and shall make available samples of any cores or cuttings

37 taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to

38 Non-Operator, other than that specified above, shall be charged to the Non-Operator that requests the

39 information.

40 :

41 E. Abandonment of Wells:

42

43 1. Abandonment of Drv Holes: Except for any well drilled pursuant to Article VI.B.2., any well

44  which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole

45 shall not be plugged and abandoned without the consent of all parties. Should Operator, after diligent

46  effort. be unable to contact any party, or should any party fail to reply within forty-eight (48) hours

17  fexelusive-oi-Saturdayr—Sunday-or-—tecal-helidaysrafter receipt of notice of the proposal to plug and

48  abandon such well, such party shall be deemed to have consented to the proposed abandonment. All

49  such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,

50 risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-

51 jects to the plugging and abandoning such well shall have the right to take over the well and conduct
52 further operations in search of oil and/or gas subject to the provisions of Article VI.B.

54 2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
55 worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-
56 bursed as therein provided. any well which has been completed as a producer shall not be plugged and
57 abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
58 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense
59 of all the parties hereto. If, within thirty (30) days after receipt of notice of the proposed abandonment
60 of such well. all parties do not agree to the abandonment of any well, those wishing to continue its op-
61  eration shall tender to each of the other parties its proportionate share of the value of the well’s salvable
62 material and equipment, determined in accordance with the provisions of Exhibit “C”, less the estimated
63  cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party ishall
64 assign to the non-abandoning parties, without warranty, express or implied. as to title or as t0 quantity,
65 quality, or fitness for use of the equipment and material. all of its interest in the well and related equip-
66 ment. together with its interest in the leasehold estate as to. but only as to, the interval or intervals of the
67  formation or formations then open to production. If the interest of the abandoning party is or includes
68 an oil and gas interest, such party shall execute and deliver to the non-abandoning party:or parties ‘an .
69  oil and gas lease, limited to the interval or intervals of the formation or formations then open to produc-._.:

2

. . . - !
70  tion, for a term of one year and so long thereafter as oil and/or gas is produced from the:interval or interw:»i

-7 -
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vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
“B". The assignments or leases so limited shall encompass the *drilling unit” upon which the well is
located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon
the relationship of their respective percentages of participation in the Contract Area to the aggregate of
the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
of interest in the remaining portion of the Contract Area.

[o-2EC B« NS IR N I I

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-

8 eration of or production from the well in the interval or intervals then open other than the royalties
10 retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
11 operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
12 templated by this agreement, plus any additional cost and charges which may arise as the result of
13  the separate ownership of the assigned well.

15 ARTICLE VIL
16 EXPENDITURES AND LIABILITY OF PARTIES

18 A. Liability of Parties:

20 The liability of the parties shall be several, not joint or collective. Each party shall be responsible
21 only for its obligations, and shall be liable only for its proportionate share of the costs of developing
22 and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILB. are
23  given to secure only the debts of each severally. It is not the intention of the parties to create, nor shall
24 this agreement be construed as creating, a mining or other partnership or association, or to render the
25 parties liable as partners. It is not the intention of the parties that this contract is
2¢ made or intended for the benefit of any third person.

27 B. Liens and Payment Defaults:

29 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
30 security interest in its share of oil and ‘'or gas when extracted and its interest in all equipment, to secure
31 payment of its share of expense, together with interest thereon at the rate provided in the Accounting
32 Procedure attached hereto as Exhibit *“‘C”. To the extent that Operator has a security interest under the
33  Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
34 of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
35 for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
36 rights or security interest as security for the payment thereof. In addition, upon default by any Non-
37 Operator in the payment of its share of expense, Operator shall have the right, without prejudice to
3 plher s of semediep, 19 colleet (rom, the purdhggen ths proseeds rpm the ssla atch NongQieusiorsc
39 “share of oil and or gas until fHe amouni oweéd by sucﬁ Non-Operator,plus interest has béen palh. acﬁ
40  purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-
41  fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-

42  erazvor’s proportionate share of expense.

44 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of
45 a statement thercfor by Operator, the non-defaulling parties, including Operator, shall, upon request by
46  Operator, pay the unpaid amount in the proportion that the interest of each such party bears to the in-
47 terest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain reimburse-
48 ment thereof, be subrogated to the security rights described in the foregoing paragraph.

49 =~

50 C. Payments and Accounting:

52 Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
53  incurred in the development and operation of the Contract Area pursuant to this agreement and shall
54 charce each of the parties hereto with their respective proportionate shares upon the expense basis pro-
55 wvided in the Accounting Procedure attached hercto as Exhibit “C”. Operator shall keep an accurate
56 record of the joint account hereunder, showing c¢xpenses incurred and charges and credits made and
57 received. o o-

59 Operator, at its clection, shall have the right from time to time to demand and receive from the
60 other parties payment in advance of their respective shares of the estimated amount of the expense to
61 be incurred in operations hereunder during the next succeeding month, which right may be exercised only
62 by submission to each such party of an itemized statement of such estimated expense, together with
3 an invoice for its share thercof. Each such statemient and invoice for the payment in advance of esti-
64 mated expense shall be submitted on or before the 20th day of the next preceding month, Each 'party
65 shail pay to Operator-its proportionate share of such estimate within fifteen (15) days after such es-
66 timate and invoice is received. If any party fails to pay its share of said estimate within said time, the
67 amount due shall bear interest as provided in lxhibit “C"” until paid. Proper adjustment shall be
68 made monthly between advances and actual expense to the end that each party shall bear and pay'its__
69 proportionate share of actual expenses incurred, and no maore. ' ) T

-8-
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D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, cx-
cept any well drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreement, it being
understood that the consent to the drilling or deepening shall include:

cauipning of the wwell imhxding ROCEESALI fthzggn and.-or.-surfaca-facilitios..
Bt o =] < = - it g

B4 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made, shall include consent to all necessary expenditures for the completing and equipping of such
well, including necessary tankage and/or surface facilities. Failure of any party receiving such notice
to reply within the period above fixed shall constitute an election by that party not to participate in
the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
plugging back” as contained in Article VI.B.2. shall be deemed to include ‘“completing”) shall apply to
the operations thereafter conducted by less than all parties,

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
ment, it being understood that the consent to the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessary tankage and/or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
an expenditure in excess of TWENTY FIVE THOUSAND--- - Dollars ($_25,000.00 - )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement: provided, how-
ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
gency to the other parties. If Operator prepares *Authority for Expenditures” for its own use,
Operator, upon request, shall furnish copies of its *“Authority for Expenditures’” for any single project
costing in excess of _FIFTEEN THOIISAND ===———=—=-Dollars ($_15,000.00 ).

E. Royalties, Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of
1/8 of 8/8ths due on its share of production and shall hold the other parties free
from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account

for or cause to he aceounted for sneh interest to the awners therenf

Yo party shall ever b= responsible, on any price basis higher than the price received by such party, to any other party's lessor
or rovalty owner; and 1f any such other party's lessor or royalty owner should demand and receive settlemencs on a higher price basis,
the party contributing such lease shall bear the royalty burden insofar as such higher price is concerned.

It i3 recoznized by the parties hereaco that in addition to each party’s share of working interest production as shown In Exhibit
"A", such party shall have the right, subject to existing centracts, to market the royalty gas actributable to each lease which it
coantributes zo the Cortract Area and to receive payments due for such royalty gas produced from or allocated to such lease or leases.
Iz is agreed thar, resardless of whether each party markets or contracts for its share of gas, including the royalry gas under the
leases wnich Lt contributed to the Contract Area, such party agrees to pay or cause to be paid to the royal:iy owners under its lease

or leases the proceeds attriburable to their respective rovaity interest and to hold all other parties hereto harmless for its failure

to do so.

F. Rentals, Shut-in Well Payments and Minimum Reyalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of
any lease shall be paid by the party or parties who subjected such lease to this agreement at its or their
expense. In the event two or more parties own and have contributed interests in the same lease to this
agreement, such parties may designate one of such parties to make said payments for and on behalf of all
such parties. Any party may request, and shall be entitled to receive, proper evidence of all suchi’pay—
ments. In the event of failure to make proper payment of any rental, shut-in well payment or mir}imum
royalty through mistake or oversight where such payment is required to continue the lease in '.force,
any loss which results from such non-payment shall be borne in accordance with the provisions‘o‘f A:rticle
IV.B.2. : : '

[PEPIREA
Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or th_dshut-
ting in or return to production of a producing gas well, at least five (5) days (excluding Saturday, Sun-
day and holidays), or at the earliest opportunity permitted by circumstances, prior to taking such action, __
but assumes no liability for failure to do so. In the event of failure by Operator to so notify Non—lif

Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments
-9- Revised 4/16/85
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of .ny shut-in well payment shall be borne jointly by the parties hereto under the provisions «f Article
IV.B.3.

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad
valorem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
dition date. each Non-Operator shall furnish Operator information as to burdens (to include, but not be
limited to. royalties, overriding royalties and production payments) on leases and oil and gas interests con- ya
tributed by such Non-Operator.  If the Operator is required hereunder to pay ad valorem
taxes based in whole or in part uron evarats valuations of ecach pariy’s woxkinz:
Anterest, then noowithstanding anything to the conutrary herein, charges w0 uie
Jjoint account shall be made and paid by the parties hereto in accordanee with the
percentage of tax value generated by each party's working interest.

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within
the time and manner prescribed by law, and prosecute the protest to a final determination, unless all
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any interest and
penalty. When any such protested assessment shall have been finally determined, Operator shall pay
the tax for the joint account, together with any interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them, as provided in Exhibit “C”.

Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respect to the production or handling of such party’s share of oil and or gas pro-
duced under the terms of this agreement.

H. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the Workmen'’s
Compensation Law of the State where the operations are being conducted; provided, however. that Op-
erator may be a self-insurer for liability under said compensation laws in which event the only charge
that shall be made to the joint account shall be an amount equivalent to the premium which would have
been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
benefit of the joint account of the parties as outlined in Exhibit “D”, attached to and made a part hereof.
Operator shall require all contractors engaged in work on or for the Contract Area to comply with the
Workmen's Compensation Law of the State where the operations are being conducted and to maintain
such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D", or subsequently
receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
such insurance for Operator’s fully owned automotive equipment.

ARTICLE VIIL ~
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties do not agree or consent thereto, the party desiring to surrender shall assign, without express
or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and
equipment which may be located thereon and any rxffhts in productlon thereafter seculed to the parties
not desiring to surrender it. - 5

S ors '3
A HrE-party—sheH—exeeattt

)

Upon such assignment, the assigning paxty shall be relieved from all obligations thexcaftcx accruing,
but not theretofore accrued, with respect to the acreage assigned and the operation of any well thercon,
and the assigning party shall have no further interest in the lease assigned and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The parties
assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any wells
and equipment on the assigned acreage. The value of all material shall be determined in accordance
with the provisions of Exhibit “C”, less the estimated cost of salvaging and the estimated cost of plug-

ging and abandoning. If the assignment is in favor of more than one party, the assigned interest shall

Revised 4/16/85 :
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1 be shared by the parties assignee in the proportions that the interest of each bears to the interest of all
2 parties assignee.

3

4 Any assignment or surrender made under this provision shall not reduce or change the assignor’s or
5 surrendering parties’ interest, as it was immediately before the assignment, in the balance of the Contract
6 Area; and the acrcage assigned or surrendered, and subsequent operations thereon, shall not thereafter
7  be subject to the terms and provisions of this agreement.

8

9 DB. Renewal or Extension of Leases:

10

11 If any party secures a renewal of any oil and gas lease subject to this Agreement, all other parties
12 shall be notified promptly, and shall have the right for a period of thirty (30) days following receipt
13 of such notice in which to elect to participate in the ownership of the renewal lease, insofar as such
14 lease affects lands within the Contract Area, by paying to the party who acquired it their several proper
15 proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
16  which shall be in proportion to the interests held at that time by the parties in the Contract Area.

17

18 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it
18  shall be owned by the parties who elect to participate therein, in a ratio based upon the relationship of
20  their respective percentage of participation in the Contract Area to the aggregate of the percentages
21  of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
22  Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.
23 without warrant
24 Each party who participates in the purchase of a renewal lease shall be given an assignment/of its
25 proportionate interest therein by the acquiring party.

26 :

27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest
28 covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
29 taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
30 the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted
31 for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
32 lease and shall not be subject to the provisions of this agreement.

33

34 The provisions in this Article shall apply also and in like manner to extensions of oil and gas
35 leases. The provisions of this Article VIII-B shall only apply to leases, or portions
36 of leases, located within the Unit Area.

37 C. Acreage or Cash Contributions:

38

39 While this agreement is in force, if any party contracts for a contribution of cash toward the drilling
40 of a well or any other operation on the Contract Arca, such contribution shall be paid to the party who
41 conducted the drilling or other operation and shall be applied by it against the cost of such drilling or
42  other operation. If the contribution be in the form of acreage, the party to whom the contribution is
43 made shall promptly tender an assignment of the acrcage, without warranty of title, to the Drilling
44  Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
45 are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and
46  be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
47  accept such tender, such acreage shall not become a part of the Contract Area. Each party shall prompt-
48 ly notify all other partics of all acreage or money contributions it may obtain in support of any well or
49  any other operation on the Contract Area.

50

51 If any party contracts for any consideration relating to disposition of such party’s share of substances
52  produced hereunder. such consideration shall not be deemed a contribution as contemplated in this
53  Article VIII.C. This paragraph shall not be applicable to the contribution of acreage
54 by the Contributing Parties toward the Initial, Substitute, or Option Test Well.
55 D. Subsequently Created Interest:

56

57 Notwithstanding the provisions of Article VIILE. and VIILG., if any party hereto shall, subsequent
58 to execution of this agreement, create an overriding royalty, production payvment, or net proceeds inter-
59 est. which such interests are hercinatter referred to as “subsequently created interest”, such subsequently
60 created interest shall be specifically made subject to all of the terms and provisions of this agreement, as
61 follows:

62

63 1. If non-consent operations are conducted pursuant to any provision of this agreement. and the

64 party conducting such opcerations becomes entitled to receive the production attributable to the interest
65 out of which the subsequently created interest is derived. such party shall receive same free and clear

66  of such subsequently created interest. he partv ereating same shall bear and pay all such subsequently

67  created interests and shall indemnify and hold the other parties hereto free and harmless from any and

68  all liability resulting therefrom. A o

69

70 B e ol
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1 2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
2 pay. when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
3 visions of Article VLE. hereof, or (3) elects to surrender a lease under provisions of Article VIILA.
4  hereof, the subsequently created interest shall be chargeable with the pro rata portion of all expenses
5 hereunder in the same manner as if such interest were a working interest. For purposes of collecting
6 such chargeable expenses, the party or parties who receive assignments as a result of (2) or (3) above
7 shall have the right to enforce all provisions of Article VIL.B. hereof against such subsequently created
8 interest.

9- ..

10 E. Maintenance of Uniform Interest:

11 -

12 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests
13 covered by this agreement, and notwithstanding any other provisions to the contrary, no party shall
14 sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Con-
5 trach Area and in wells. equipment and preduction uanless such disposition ceovers either:

16 :

17 1. the entire interest of the party in all leases and equipment and production; or

18 i

19 2. an equal undivided interest in all leases and equipment and production in the Contract Area.
20

21 Every such sale, encumbrance, transfer or other disposition made by any party shall be made ex-
22  pressly subject to this agreement, and shall be made without prejudice to the right of the other parties.
23

24 If, at any time the interest of any party is divided among and owned by four or more co-owners,
25 Operator, at its discretion, may require such co-owners to appoint a single trustee or agent with full
26  authority to receive notices, approve expenditures, receive billings for and approve and pay such party’s
27 share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
28 party’s interests within the scope of the operations embraced in this agreement; however, all such
29  co-owners shall have the right to enter into and execute all contracts or agreements for the disposition
30  of their respective shares of the oil and gas produced from the Contract Area and they shall have the
31 right to receive, separately, payment of the sale proceeds hereof.

32

33 F. Waiver of Right to Partition:

34

35 If permitted by the laws of the state or states in which the property covered hereby is located, each
36 party hereto owning an undivided interest in the Contract Area waives any and all rights it may have
37 to partition and have set aside to it in severalty its undivided interest therein.

38

39 -G—Preferential-Richt-toPurehases

S
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42 interests in the Contract Area, it shall promptly give written notice to the other parties, with fuii infor-
43 mation concerning its proposed sale, which shall include the name and address of the prospective pur-
44  chaser (who must be ready, willing and able to purchase), the purchase -price, and all other terms of
45 the offer. The other parties shall then have an optional priorright, for a period of ten (10) days after
46 receipt of the noti¢e, to purchase on the same terms_and conditigns the interest which the other party

47 proposes to sell; and, if this optional rig ts"exercised, the purchasing parties shall share the pur-
48 chased interest in the proportio at the interest of each bears to the total interest of all purchasing
49 parties. However, there shdll be no preferential right to purchase in those cases where any party wishes

54 ARTICLE IX.

55 INTERNAL REVENUE CODE ELECTION

56

57 This agreement is not intended to create, and shall not be construed to create, a relationship of part-

58 nership or an association for profit between or among the parties hereto. Notwithstanding any pro-
59  wvisions herein that the rights and liabilities hereunder are several and not joint or collective, or that this
60 agreement and opecrations hereunder shall not constitute a partnership, if, for Federal income tax pur-
61 poses, this agreement and the operations hereunder are regarded as a partnership, each party hereby
62 affected elects to be excluded from the application of all of the provisions of Subchapter “K”, Chapter
63 1, Subtitle *“A”, of the Internal Revenue Code of 1954, as permitted and authorized by Sectipn 751 of

" 64 the Code and the regulations promulgated thereunder. QOperator is authorized and directed to. execute on
65 behalf of each party hereby affected such evidence of this election as may be required by the Secretary
66 of the Treasury of the United States or the Federal Internal Revenue Service, including specifically, but
67 not by way of limitation, all of the returns, statements, and the data required by Federal Regula-
68 tions 1.761. Should there be any requirement that each party hereby affected give further,evidenééiof_,‘
69 this election, each such party shall execute such documents and furnish such other evidence as may be.
70 required by the Federal Internal Revenue Service or as may be necessary to evidence. this_election. No_:

-12- Revised 4/16/85



I}
’
.

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

W OB =3I WD

T O O N O H DD O OO GO GO O Q1 OO b b W e b W B D B 00000 G MW AR D DI NI NI B R N DD R b e et ke e ket b e e
O DD AR SIS D DDA D WL DD DN DR O DO TD D W E D O DD R W= DWW N IO WO

such party shall give any notices or take any other action inconsistent with the election made hereby.
If any present or future income tax laws of the state or states in which the Contract Area is located or
any future income tax laws of the United States contain provisions similar to those in Subchapter “K”,
Chapter 1, Subtitle “A”, of the Internal Revenue Code of 1954, under which an election similar to that
provided by Section 761 of the Code is permitted, each party hereby affected shall make such election as
may be permitted or required by such laws. In making the foregoing election, each such party states that
the income derived by such party from Operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
penditure does not exceed ___Fifteen thousand and no/100- o -Dollars
($_15,000.00 )} and if the payment is in complete settlement of such claim or suit. If the amount
required for settlement exceeds the above amount, the parties hereto shall assume and take over the
further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
of the parties. If a claim is made against any party or if any party is sued on account of any matter
arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XIL
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations
under this agreement, other than the obligation to make money payments, that party shall give to all
other parties prompt written notice of the force majeure with reasonably full particulars concerning it;
thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeure,
shall be suspended during, but no longer than, the continuance of the force majeure. The affected party
shall use all reasonable diligence to remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not
require the settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its
wishes; how all such difficulties shall be handled shall be entirely within the discretion of the party
concerned.

The term “force majeure”, as here employed, shall mean an act of God, strike, lockout, or other
industrial disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood,
explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment,
and any other cause, whether of the kind specifically enumerated above or otherwise, which is not
reasonably within the control of the party claiming suspension.

ARTICLE XII.
NOTICES -

All notices authorized or required between the parties, and required by any of the provisions of
this agreement, unless otherwise specifically provided, shall be given in writing by United States mail
or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party to
whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
provision hereof shall be deemed given only when received by the party to whom such notice is directed,
and the time for such party to give any notice in response thereto shall run from the date the originat-
ing notice is received. The second or any responsive notice shall be deemed given when deposited in
the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
or when sent by teletype. Each party shall have the right to change its address at any time, and from
time to time, by giving written notice hereof to all other parties. «»:

ARTICLE XIIL
TERM OF AGREEMENT

P
This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas in-
terests subjected hereto for the period of time selected below; provided, however, no party hereto shall
ever be construed as having any right, title or interest in or to any lease, or oil and gas: mterest con-
tributed by any other party beyond the term of this agreement

T —OptiormNo— gtomga 7Ot ot ¢ SRS abj O T w—‘.._.ullﬂ--‘— oTY-
tinued in force as to any part af the Contract—A —whether by production, extension, renewal or other-_ﬂ
v PERTI R oo ot drorg prodoetio O - o 2XTTY ase—or—ott-and-gas—t :
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SX Option No. 2: In the cvent the well described in Article VLA, or any subsequent well drilled
under any provision of this agreement, results in production of oil and/or gas in paying quantities, this
agreement shall continue in force so long as any such well or wells produce, or are capable of produc-
tion, and for an additional period of 180 days from cessation of all production; provided, however,
if, prior to the cxpiration of such additional period, one or more of the parties hereto are engaged in
drilling or reworking a well or wells hereunder, this agreement shall continue in force until such op-
erations have been completed and if production results therefrom, this agreement shall continue in
force as provided hercin. In the event the well described in Article VILA., or any subscquent well
drilled hercunder, results in a dry hole, and no other well is producing, or capable of producing oil
and/or gas from the Contract Area, this agreemcnt shall tcrminate unless drilling or reworking opera-
tions are commenced within IBE! days from the date of abandonment of said well.

It is agreed, however, that the termination of this agrcemcnt shall not relieve any party hereto from
any liability which has accrued or attached prior to the date of such termination.

ARTICLE XIV. ' IR
CO‘\IPLIANCE WITH LAWS AND REGULATIONS "=~ =70

A. Laws Regulations and Orders-

This agreement shall be subject to the conservation laws of the state in which the committed

- acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of

said state; and to all other applicable federal state and local laws, ordinances, rules, regulations, and-
‘orders. : : s ' ' o

B. Governing Law: : o o E e e

The essential validity of this agreement and all matters pertaining thereto, including, but not lim-
ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and in--
terpretation or construction, shall be governed and determined by the law of the state in which the
Contract Area is located. If the Contract Area is in two or more states, the law of the state where most
of the land in the Contract Area is located shall govern L :

i [T S
¢ s ARTICLE XV.

" {[OTHER PROVISIONS ¥ _ -. - SRR - oIy

A. Operator shall initiate each proposal for thé—éstabllshment or revision
of a participating area by submitting the proposal therefor in writing to each
Non-Operator at least thirty (30) days before £iling the same with the &a0O,
authorized officer, as defined in the Unit Agreement. The date of the proposed
filing shall be shown on the proposal. If the proposal receives the approval of
the majority of the parties, in interest not in number, then such proposal shall be
filed on the daté specified in the notice. Prior to the proposed filing date, any
party may submit to all other parties written objections to such proposal. If,
despite such objectioﬁs, the proposal receives the‘épproval of the parties, then
the party making such objections may renew its objections before the AO. If the
proposal does not receive the approval of the parties, the Operator shall submit a
revised proposal taking into account the objections made to the first proposal. If
no proposal receives the approval of the parties within thirty (30) days from the
submission of the first proposal, Operator shall then file with the AO a proposal
reflecting as nearly as practicable the various views expressed by the affected
parties. If a proposal filed by Operator as above provided is rejected by the A0,
Operator shall initiate a new proposal in the same manner as provided 'in this
paragraph for a revised proposal land the procedure with respect thereto shall be
the same as in the case of an initial proposal. Two (2) or more participating
areas may be combined as provided in the Unit Agreement.

B. Each plan-for the development and operatidn of the Contact Area which is
submitted by Operator to the AO in accordance with the Unit Agreement shall make

provisions only for such drilling, deepening, or plugging back operations and such

14a Revised 4/22/35
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other projects as Operator has been authorized to conduct by the parties pursuant
to this agreement. At least ten (10} days before submitting any such proposed plan
to the A0, Operator shall give each party written notice therecf together with a
copy of the proposed plan. If and when a proposed plan has been approved or
disapproved by the AO, Operator shall give prompt written notice thereof to each
other party. In the event of disapproval, Operator shall state in such notice the
reasons therefor. If any party shall have elected to proceed with drilling,
deepening, or plugging back operations in accordance with the provisions of this
agreement, and such operations are not provided for in the then current plan of

develcopment as approved by the AO, Operator shall either:

1. request the AO to approve an amendment to such plan which will provide

for such operations, or

2. request the AO to consent to such operations, if such consent is

sufficient.

If any such plan as approved by the AC provides for the cessation of any drilling
or other operations on the happening of a contingency and if such contingency
occurs, Operator shall promptly cease such drilling or other operations and shall
not incur any additional expense hereunder in connection therewith unless and until

such drilling or other operations are again authorized by the parties.

C. Notwithstanding any other provisions herein, any well propocsed under the

provisions of Article VI.B.1l shall be subject to the following:

(1) In addition to the Definitions provisions of Article I of this
Operating Agreement, the term "Drilling "Block" shall be added and shall mean the

proposed drillsite section and all direct and diagonal offsetting sections.

(2) Should any party subject to this Agreement elect not to participate
in the drilling of. the initial well on a Drilling Block, said party shall assign
all of its working interest in the leases included within the Drilling Block upon
completion of the initial well, whether producer or dry hole, and the operating
rights thereunder, to the participating parties in the proportions of the parties

participating in the drilling.

D. BAny party participating in the drilling of the initial well on a Drilling
Block shall have the right to become a "Non-consenting Party" under the provisions
of Article VI.B.2 as to any subseguent well or wells proposed on the Drilling

Block.

E. If any such revision of a Participating Area results in an increase or
decrease in total burdens borne by the working interest, all such change shall be
borne by the parties in proportion to their working interest.

14b
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F. It is understood, and accepted, that this Operating Agreement is being
made and entered into in connection with, and as a part of, the Unit Agreements for
the Development and Operation of the La Mesa Unit Areas and that there are
conflicts between this Agreement and said Unit Agreements. Except for the term of
this Operating Agreement, as provided in Article XIII, in the event any such
conflict should become a controversy between the Unit Operator and any State or
Federal agency, department or division, the terms and provisions of said Unit
Agreement shall prevail. Provided further, except for the term of this Operating
Agreement, in the event any such conflict should cause a controversy between Unit
Operator and any, or all, non-operators hereunder, the terms and provisions of the
said Unit Agreement shall prevail and all the parties hereto shall use utmost good

faith in attempting to resolve such conflicts.

G. No production, whether oil or gas, may be sold from the lease acreage, or
lands pooled therewith to any party's subsidiaries, affiliates, or associates,
without prior written consent of other parties. All production sold from the lease

acreage, or lands pooled therewith, will be an arm's length trade with a third part

purchaser.

l4c
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ATTACHED TO AND MADE A PART OF OPZRATING AGREEMENT, DATED OCTOBER G, 1984, BETWEEN
YATES PEZZOLEUM CORPORATION, "OPERATOR", AND PELTO OIL COMPANY, ET AL, "NON-OPERATORS",
COVERING LANDS IN SANTA FE COUNTY, NEW MEXICO.

ARTICLE XVL
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their
respective heirs, devisees, legal representatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered
an original for all purposes.

IN WITNESS WHEREOQF, this agreement shall be effective as of day of
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED OCTOBER 2, 1984, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR", AND PELTO OIL COMPANY, ET AL, "NON-OPERATORS",
COVERING LANDS IN SANTA FE COUNTY, NEW MEXICO.

I. 1. Lands Subject to Agreement:
Townships 15~18 North, Ranges 8 and 9 East
Tracts Nos. 1 thru 23, 25 thru 53, and 56
further described in Exhibit "B" to La Mesa Unit Agreement
Santa Fe County, New Mexico

2. Depth Restriction:
None

3. Drilling Unit for First Well:
Proration Unit as established by the New Mexico OCD

II. Percentage Interest of Parties Under Agreement:
INTEREST
IN CONTRACT
NAME ACRES AREA
PEYTON YATES 48443.51 63.132613
YATES PETROLEUM CORPORATION 17502.82 22.810047
MOBIL PRODUCING TX & NM,INC. 10786.61 14.057340
76732.94 100.000000%
IIT. Addresses of Parties to Which Notices Should be Sent:
Yates Petroleum Corporation Pelto 0il Company
207 South Fourth Street One Allen Center, Suite 1800
Artesia, New Mexico 88210 500 Dallas Street
ATTN Janet Richardson Houston, Texas 77002

ATTN Bruce Taylor

Mobil Producing Texas & New Mexico, Inc.
P. O. Box 633
Midland, Texas 79702

ATTN Tom Parker

Revised 4/24/85



COPAS — 1974

Recommended by the
Councidl ot Petroteum

Krafthill 601, ruisa 74101 Accountants Societtes of

iy

EXHIBIT “cT

Attached to and made a part of Operating Agreement dated Octaober 9,
1984, between Yates Petroleum Corporation, "Operator!, and
Pej_t_Q..Ql.l."Q.QH‘QaDX » &b al, "Non-Operators", caovering lands.
in_Santa Fe County, New Mexico,

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.

“Joint Operations” shall mean all operations necessary or proper for the development operation, protection and
maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

“Qperator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat-
ing capacity.

“Technical Employees” shall mean those employees having. special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses’” shall mean travel and other reasonable relmbursable expenses of Operator’s employees.
‘““Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

¥

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in detail.

3. Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each monthly billing
to reflect advances received from the Non-Operators.

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the 'unpaid balance shall bear interest monthly at the rate of twelve percent (12% ) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with
the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.

5. Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’'s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator.

6. Approval by Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-
tors.

—_1— _ Revised 4/23/85
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II. DIRECT CIIARGES

Operator shall charge the Joint Account with the following items:

1.

Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.
Labor

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct
of Joint Operations.

(2) Salaries of First Level Supervisors in the field.

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
IL. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by ‘“percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section IL

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator’s actual
cost not to exceed twenty per cent (20¢:), or percentage most recently recommended by COPAS.

Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-

tions:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of 3200 or less excluding accessorial charges.

Services

The cost of contract services, equipment and utilities provided by outside sources. except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con-
tract services of technical personnel directly engaged on the Joint Propersy if such charges are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes. depreciation, and interest on investment not to exceed eight per cent (8¢%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In lieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 207.. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm. theft, accident, or other’cause, except those resulting from Operator’s
gross negligence or willful misconduct. Operator shail furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, pavment of judements
and amounts paid for settlemnt of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator's legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the overhead provisions of Section IIT unless otherwise agreed to by the
Parties, except as provided in Section I, Paragraph 3.
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Taxes

AH taxes o_f every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its seif-insurance program and in that event, Operator shall include a charge at Operator’s
cost not to exceed manual rates,

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which 1s incurred by the Operator in the necessary and proper conduct of the Joint Operations.

II1. OVERHEAD

Overhead - Drilling and Producing Operations

i. A; compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( XX) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicabie burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
maj.ters of taxation, traffic, accounting or matters before or involving gavernmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not (X ) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate §___32160.00
Producing Well Rate $ 310.00

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

(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (3) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days.

(b) Producing Well Rates

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

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

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

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

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of t}?e
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly carnings of
Crude Petroieum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Burcau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment.
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B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
(a) Development

_— Percent ( ¢%) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating

— Percent ( % ) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as de:.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess

of § ,000. .

A 5 % of total costs if such costs are more than $__25,000.00 but less than $ 100,000.00 : plus
B. 3 % of total costs in excess of $__100,000.00 but less than $1,000,000; plus

C. __Z__.% of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

3. Amendment of Rates

The Overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Orperator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind. or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material.” The disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2. Transfers and Dispositions i
Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-
counts:

A. New Material (Condition A)
(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.
(2) Line Pipe
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-
mally available.

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section IV.

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable
supply store or f.0.b. railway receiving point nearest the Joint Property where such Material is normally
available.

B. Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:

(1) Material moved to the Joint Property
(a) At seventy-five puircent (757 ) of current new price, as determined by Paragraph 24 of this Section Iv.

(2) Material moved from the Joint Property
(2) At seventv-five percent (75¢) of current new price. as determined by Paragraph 2A of this Section IV,

it Material was oricinally charged to the Joint Account as new Material, or
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(b) at sixty-five percent (65¢¢) of current new price, as determined by Paragraph 2A of this Section
1V, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75¢:) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C

Material which is not in sound and serviceable condition and not suitable for its original function untit
after reconditioning shall be priced at fifty percent (50¢%) of current new price as determined by Para-
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D

All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpcse. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material

Mater:al which is serviceable and usable for its original function but condition and/or value of such Material
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-
dered by such Material.

E. Pricing Conditions

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material.

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
required Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share
of such Material suitable for use and acceptable to Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

At reasonable intervals. Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Cperators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories -

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

Expense of Conducting Periodic Inventories

The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed o by the
Parties.
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF
OPERATING AGREEEMENT

dated October 9, 1984, between Yates Petroleum Corporation, "Operator", and Pelto
011 Company, et al "Non-Operators", covering lands in Santa Fe County, New Mexico.

ADDITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry insurance for the

benefit and at the expense of the parties hereto, as follows:

a) Workmen's Compensation Insurance as contemplated by the state in
which operations will be conducted, and Employer's Liability

Insurance with limits of not less than $100,000.00 per employee.

(B) Public Liability Insurance:
Bodily Injury , - $500,000.00 each occurrence.

(c) Automobile Public Liability Insurance:
Bodily Injury - $250,000.00 each person.
$500,000.00 each occurrence.

Property Damage - $100,000.00 each occurence.

Except as authorized by this Exhibit "D"; Operator shall not make any charge to
the joint account for dinsurance premiums. Losses not covered by Operator's
insurance (or by insurance required by this agreement to be carried for the
benefit and at the expense of the parties hereto) shall be charged to the

joint account.

Revised 4/23/85
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(1)

(2)

(3)

(4)

(5)

(6)

vsmweese ww e oanS @ palv OL UDETAULAg agreement dated October 9, 1984 between
Yates Petroleum Corporation, "Oper rator”, and Pelto Gil Company, et al, "Non-
Operators", covering lands in Santa Fe County, New Mexico.

EXHIBIT "B"

EQUAL EMPLOYMEMT OPPORTUNITY PROVISION

During the performance of this contract, the Operator agrees as follows:

The Opcrator will not discriminate against any employee or applicant
for employment because of race, color, religion, national corigin or
sex. The Cperator will take affirmative action to ensure that appli-
cants are employved, and that employees are treated during employment,
without regard to their race, color, religion, national origin or sex.
Such action shall include, but not be limited to the following: Employ-
ment, upgrading, demotion, or transfer, recruitment or recruitment ad-
vertising; layoff or termination; rates of pay or other forms of com-
pensation; and selection for training, including apprenticeship. The
Operator agrees to post in conspicuocus places, available to employees
and applicants for employment notices to be provided for the contract-
ing officer setting forth the provisions of this non-discrimination
clause.

The Opevrator will, in all solicitations or advertisements for employees
placed by or on behalf of the Operator, state that all qualified appli-
cants will receive consideration for employment without regard to race,
color, religion, national origin or sex.

The Operator will send to each labor union or representative of workers
with which it has a collective bargaining agreement or other contract
or understanding, a notice to be provided by the agency contracting
officer, advising the labor union or workers'-  representative of the
Operator's commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

The Oﬁerator will comply with all provisions of Executive Order 11246
of September 24, 1965, and of the rules, regulations, and relevent orders
of the Secretary of Labor.

The Operator will furnish all information and reports required by Executive
Order 11246 of September 24, 1965, and by the rules, regulations, and orders
of the Secretary of Labor, or pursuant thereto, and will permit access to
its books, records, and accounts by the contracting agency and the Secretary
of Labor for purposes of 1nvest1gatlon to ascertain compliance with such
rules, regulaticns, and orders.

In the event of the Operator's non-compliance with the non-discrimination
clauses of this contract or with any of such rules, regulations, or orders,
this contract may be cancelled, terminated or suspended in whole or in part
and the Operator may ke declared ineligible for further Government contracts
in accordance with procedures authorized in Executive Order 11246 of
September 24, 1965, and such other sanctions may be imposed and remedies
invoked as provided in Executive Order 11246 of September 24, 1965, or by
rule, regulation, or order of the Secretary of Labor, or as otherwise pro-.
vided by law.

Exhibit "P" Revised 4/23/85
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(7) The Operator will include the provisions of Paraqgraphs (1) through
(7) in every subcontract or purchase order unless excmpted by rules,
reqgulations, or orders of thc Secretary of Labor issued pursuant to
Section 204 of Exccutive Order 11246 of Scptember 24, 1965, sc that
such provisions will be binding upon each subcontractor or vendor.
The Operator will take such action with respect to any subcontract
or purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for non-compliance:
Provided, however, that in the event the Operator becomes involved
in, or is threatened with, litigation with a subcontractor or vendor
as a result of such direction by the contracting agency, the Operator
may request the United States to enter into such litigation to pro-
tect the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100
(EEO-1) promulgated jointly by the Office of Federal Contract Compliance, the
Equal Emplovment Opportunityv Commission and Plans for Progress with Joint Re-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thirty (30)
days of the date of contract award if such report has not been filed for the
current year and otherwise comply with or file such other compliance reports
as may be required under Executive Order 11246, as amended and Rules and Re-
gulations adorted thereunder.

Operator further ackncocwledges that he may ke required to develop a written
affirmative action compliance program as required by the Rules and Regulations
approved by the Secretary of Labor under authority of Executive Order 11246 and
supply Non-Operators with a copy of such program if they so request.

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it does not and will not
maintain or provide for its emplovees any seqregated facilities at any
of its establishments, and that it does not and will not permit its
employees to perform their services at any location, under its control,
where segregated facilities are maintained. For this purpose, it is
understood that the phrase "segregated facilities™ includes facilities
which are in fact segregated on a basis of race, color, religion, or
national origin, because of habit; local custom or ctherwise. It is
further understood and agreed that maintaining or providing segregated
facilities for its employees or permitting its emplovees to perform their
services at any location undexr its control where segregated facilities
are maintained is a wviclaticn of the equal opportunity clause required
by Executive Orcer 11246 of September 24, 1965.

Operator further understands and agrees that a breach of the
assurance herein contained subjects it to the provisions of the Order
at 41 CFR Chapter 60 of the Secretary c¢f Labor dated May 21, 1968, and
the provisions of the equal opportunity clause enumerated in contracts
between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or
fraudulent representation may be liable to criminal prosecution under 18
U.s.C. 8§ 1001. ’

Exhibit "¢"
Page 2
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Page 1 of 3
Unit Name LA MESA UNIT , Ocnr
: Operator .. Yates Petroleum Corp. W
Oodsun% Santa Fe County, New Mexico
M ; E TOTAL SEGREGATION
DATE OCC CASE NO.C3354 .- EFFECTIV {
APPROVED 0CC ORDER NO F=7747 DATE ACREAGE STATE FEDERAL XERDEAN-FEE CLAUSE TERM
cpL: Aoril 30. 1585 4-30-1985  94,287.86 21,388.65 39,412.02 33,487.19 Modified 5 yrs & so
: pPTi ? - long as

OCD: November 30, 1984
BIM April 30, 1985
UNIT AREA
TOWNSHIP 15 NORTH, RANGE 8 EAST, N.M.P.M. TOWNSHIP 16 NORTH, RANGE 9 EAST,N.M.P.M. CONTINUED......
Section 1 through 30: All Sections 16 through 21: All
Sections 32 through 36: All Sections 28 through 33: All -
TOWNSHIP 15 NORTH, RANGE 9 EAST, N.M.P.M. TOWNSHIP 17 NORTH, RANGE 8 EAST, N.M.P.M.
Sections 4 through 9: All Sections 1 and 2: All -
Sections 16 through 2Z: ' All Sections 11 through 14: All
Sections 27 through 34: All Sections 23 through 28: All
Section 3: Lots 1 through 8, SN, NWkSwh Sections 33 through 36: All
Section 10: Lots 1 through 5, SW%,W%SEY%,SkNWl, NWHNWY
Section 15: Lots 1 through 4, W, WsF’s TOWNSHIP 17 NORTH, RANGE 9 EAST, N.M.P.M.
‘Section 23: Lots 1 through 5, SW4,SWiNWl
Section 26: Lots 1 through 4, Wk Sections 5 through 8: A1l
Section 35: Lots 1,2,Ws,SE%, SWhNEY Sections 17 through 20: All
Section 14: Lot 1 Sections 28 through 33: All
TOWNSHIP 16 NORTH, RANGE 8 EAST, N.M.P.M. TOWNSHIP 18 NORTH, RANGE 8 EAST, N.M.P.M.
Sections 1 through 4: All Section 13: All
Sections 9 through 16: All Sections 23 through 26: All
Sections 21 through 29: All Sections 35 and 36: All
Sections 32 through 36: All )
All of Ceneguilla Grant TOWNSHIP 18 NORTH, RANGE 9 EAST, N.M.P.M.
TOWNSHIP 16 NORTH, RANGE 9 EAST, N.M.P.M. Sections 19 and 20: All

Sections 29 through 32: All

Section 18: Lots 5 through 9, W4sSWi, SW4SEX%

Sections 4 through 9: All



Unit Name La Mesa Unit A

Operator Yates Petroleum Corp. f
County —Santa Fe
STATE  LEASE  INSTI- CUBSECTION o RATIFIED ms o nen
TRACT NO. NO. TUTION SEC. TWP. RGE. RATIFIE LESSEE
27 LG-2792~1 C. S. 16 . 16N 9E ALL :
C. S. 16 16N 9E Lots 1-4,SEY%, E4NEY 11-28-84 1,052.00 Mobil Prod. TX & NM. Inc.
28 LG-2793-1 AG. COL. 31 16N 9E Lots 1-4,EM4WY,Ek . 11-28-84 640.84 Mobil Prod TX & MM Inc.
29 LG-2883-1 C. S. 2 15N 8E Sk : : :
C. S. 32 15N 8E N%NEY, SE4SEY, W 11-28-84 760.00 " Mobil Prod TX & NM Inc.
30 . LG-2886-1 C. S. 15 16N 8E WLSNEY;, SEXNEY : 4
: C. S. 20 16N 8E Lot 3
C. S. 21 16N 8E SWhSW ;
, C. s. 26 - 16N 8E W 11-28-84 496 .84 . Mobil Prod TX & MM Inc.
31 LG-2887-1 C. S. 27 16N 8E Els, SW, SELNWY; ,
C. S. 29 16N 8E Lots 1-4,SEY%,SE4NEY, SE4SWY
C. S. 32 16N 8E Lots 13-22 11-28-84 1,265.19 Mobil Prod TX & NM Inc.
32 . LG-2888-1 C. S. 33 16N 8E ~ Lots 2,3
C. S. 34 16N 8E - Sk _
C. S. 35 16N 8E Sk 11-28-84 695.68 Mobil Prod TX & MM Inc.
33 LG-2889-1 -C. 8. 36 16N 8E All 11-28-84 640.00 _ Mobil Prod TX & NM Inc.
34 LG-2890-2 C. S. 5 16N ‘9E Lots 1,6,7,11 .
C. S. 6 16N 9E Lots 2,9,13,14,22 .
C. S. 7 16N  9E Lots 8,9,11,12,14,SEYNEY, NW5SEY, SE4SWY
C. S. 8 16N 9E E4%SWY%, SEXNWY;, SWYNEY;
C. S. 20 16N 9E ELNEY . 11-14-84 & 11-7-~84 688.87 Bruce A. Black .& Mark E. Weidler
35 LG-2892-2 C. S. 28 16N 9E . NELELNWY 11-14-84 & 11-7-84 240.00 Bruce A. Black & Mark E. Weidler
36 LG-2893-1 - C. S. 29 16N 9E | NWY, WSNEY, WksSWY
C. S. 32 16N 9E NkSWY, WhSEY : 11-28-84 880.00 Mobil Prod TX & NM Inc.
37 LG-2894-2 C. S. 33 16N 9E NI NW4 11-14-84 & 11-7-84 80.00 Bruce A. Black & Mark E. Weidler
38 LG-2895-2 C. S. 2 17N~ 8E " Lots 1-4,S4Nk%,Sk o :
c. S. 11 17N 8E All : 11-14-84 & 11-7-84 1,283.12 Bruce A. Black & Mark E. Weidler
39 LG-2896-3 C. S. 12 17N 8E All . : :
C. S. 13 17N 8E . Wi, WhEY ) 4-26-85 & 11-28-84 1,120.00 Peyton Yates & Pelto 0il Co. _
40 LG-2897~2 C. S. 14 17N 8E ALL 11-14-84 & 11-7-84 640.00 Bruce A. Black & Mark E. Weidler
41 LG~2898-2 "~ C. S. 33 17N 8E . Lots 3,4, NE4%SW _
. C. S. 36 17N .8E . Lots 1-7, NE%,E%SEY 11-14-84 & 11-7~84 556.55 Bruce A. Black & Mark E. Weidler
42 LG-2889-2 C. S. 7 17N 9E Lots 1-10,NEY%, E%NWY, NELSWY;,
_ SEY%SE% 11-14~84 & 11-7-84 637 .44 Bruce A. Black & Mark E. Weidler
43 LG-2900-2 C. S. 8 17N 9E Lots 2-6,SWYNEY%, WsSEY,

NE%Sw;, S%8W 11-14~-84 & 11-7-84 417.33 Bruce A. Black & Mark E. Weidler



Unit Name La Mesa Unit

Operator Yates Petroleum Corp. f
County ‘Santa Fe
STATE LEASE  INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP, RGE. SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
44 LG-2901~-2 C. s. 17~ 17N 9E Lots 1-4,N}s, N:SWy, SWiSWY
c. S. 28 17N 9E Lots 7,8,9 .
‘ “G. 8. 32 17N 9E Lots 1,6-10 11-14-84 & 11-7-84 -+~ 758.16 Bruce A. Black & Mark E. Weidler
45 LG-2903-2 C. S. 36 18N 8E All ’ . - . : , .
"C. S. 32 18N 9E Lots 1-4,N%Sks, Nk 11-14-84 & 11-7-84 1,268.89 Bruce A. Black & Mark E. Weidler
46 LH-3259 c. S. 2 15N 8E Lots 1-4,S%Nis 4-17-85 . 318.76 Yates Petroleum Corp.
47 LH-3260 C. S. 16 15N 8E Lots 6-9,SEY}%, SE4NE: E
. C. S. 36 15N 8E All 4-17-85 . 980.95 Yates Petroleum Corp.
48 LH-3261 C. S. 4 - 15N 9E Lots 3,4, S»NWl, N%sSW, SWhSWi .
C. S. 5 15N  9E Lots 1-4 .
C. S. 9 15N 9E SEX%, SE4NEY : )
C. S.. 10 15N 9E Lots 2-5,SW¥,WsSEY, SLNWY 4-17-85 1,086.07 Yates Petroleum Corp.
49 LH-3262 C. S. 15 15N 9E Lots 1-4,Wks,WiEhs
C. S. 16 15N 9E All 4-17-85 1,251.13 Yates Petroleum Corp.
50 " LH-3263 C. S. 22 15N 9E All .
. " C. S. 23 15N 9E Lots 1-5, SWiNW, SW
c. S. 26 15N 9E Lots 1,2,NW) 4-17-85 1,147.33 'Yates Petroleum Corp.
51 LH-3264 C. S. 27 15N 9E Nk
C. S. 28 15N 9E All 4-17-85 960.00 Yates Petroleum Corp.
52 LH-3265 C. s. 32 15N 9E All 4-17-85 640.00 Yates Petroleum Corp.
53 LG-3266 . C. S. 1 16N 8E Lots 2,3,6,9,
Cc. S. 2 16N 8E Lots 3,4,10-27
3 16N 8E Lots 3,9,10,NE%SWY, S}SWh, NWLSEY 4-17-85 868.76 Yates Petroleum Corp.
58  UNLEASED C. S. 14 15N . 9E Lot 4 14,74
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ATES AUl - ¢ e oy
' FETRDLEUM JOHN A. YATES
EDRFDRHTIDN - ) VICE PRESIDENT
TSR S ) X - - . . .

T - B. W. HARPER
Speesliadn A SEC. - TREAS.

105 SOUTH FOURTH STREET
ARTESIA, NEW MEXICO 88210

TELEPHONE (505) 748-1471 _# (:‘ oy e 2
ST e P e
e e

August 6, 1986

0il Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: La Mesa Unit
Santa Fe County, New Mexico

Gentlemen:

Yates Petroleum Corporation, as Operator of the La Mesa Unit in Santa Fe
County, New Mexico, has drilled two (2) unit wells as required by Article 9
of the La Mesa Unit Agreement. The La Mesa Unit #2 well was located 2310°
FSL and 2310' FEL of Section 24, T17N-R8BE and was drilled to a total depth
of 7710' and determined to be a dry hole.

The La Mesa Unit #3 well was located 330' FNL and 330' FEL of Section 13,
T15N-R8E, and drilled to a total depth of 4,755' and determined to be a dry
hole.

Yates Petroleum Corporation has no plans to further develop this unit and
hereby requests that the La Mesa Unit be terminated.

Should you need anything further, please let me know.

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
J t Richardson

Lafidman

JR/mw



JIM BACA Commissioner J PuULc L&nc(s P.0. BOX 1148

COMMISSIONER Ausgust 20, 1984 SANTA FE, NEW MEXICO 87504-1148
¢ = Lid i

Yates Retroieum Corporatian
Attn: Ms, Janet Richarcson
105 Sauth 4tk Street

Artesias New Mexicao B82Z1C

Re: Termination ot La Mesa Unit
Agreement Santa Fe Cauntys: Neuw
Mexica
Zentiemen:

OJur recorgs retiect i&at the iz Mesa Unit Agreement was
sorgved effective as af Aesril 30, 1985. The rterm gt tns
resment 13 continment upan the unit gperator ari:lirg ocne wel |

a time; allowing nat mare than six months time bstween the
i2tion ot one wei | and the beginmning ot the nexts untii a
capabie gt producing unitized substances in paying
vanitities i3 comeieted.

f

£ WL oW m
o 0t
— 3

0

]

The La Mesa Unit Well #3 was iorcated 330°FNL and 330’ FEL of
Section 13, Township 1% North:, Range 8 Easts and drilied to a
total depth ot 4755’ and waes determined to be a dry hole an
January 24, 1986 making commencement aof driliing omseratians an

tme next wnit well due by July 265 1986.

inview of the above and inasmuch as the next unit wel !l was
not timely commenceds this oftice has this date terminated the
LLa Mesa Unit Agreement effective as aft July Z6&, 1986 as wmer
Section 7 of said Unit Agreement. :

This actian is subject to | ike approval by the New Mexico O
Conservatiaon Divisiaoan and the Bureau aof Land Management.

Flease advise all interested parties of this action.

Very truly yaurs:s

JIM BACA
COMMISSIONER OF PUBLIC LANDS

BY: 2 Qo Vhewt—

FILOYD O. PRANDO, Director
QOil and Gas Divisian
(50%) 827-5744

Attn: Robert Kent




La Mesa Unit

Bureau of Land Management 3180 (013)

AlSuqueraue District Office
Aiinerals Division

b0 gexsz70 435 Mmmtamno NE SEP 09 1986

Ainuquargue, N RI02-4F70. 7007

5EP 121386

Yates Petroleum Corporation (I -

ATTN: Janel Richardson OIL CONSERVATION DIVISION
SAMTA FE

105 Soeth Fourth St.
Arcesia, HHM B8210

4

Gentlemsen:

The La Mess Unit Agreement, do., 14-08~001--1%5%1, Santa Fe County, New Hexico
was approved April 30, 1985, effective as of April 26, 19B5. The term of the
agreement 1s contingent upom the upit operator drilling one well at & time,
aliowing not more thar six mouths time between the ecompletion of one welil and
the begioming of the next, uatil a well capable of producing uumitized
substances io paying quaunities is completed.

The La Mesa linit well Mo, 3 was coupieted on January 26, 1986, making
commencement of driiling operatlons on the next unit well due by July 26,
1986,

Inasmuch as the pext well was not commenced, the La Mesa Unit Agresment isg
considered ro have terninated automastically as of July 26, 1986, pursuant to
section ¥ ¢f the unit agreesent.

1f you hwve any questions cencerning this aatter, plezse contact Gaill Keller
st tne above address or teiephone (503) 786-2841,

Sincerely,

x d

) o ! b B
(Firg. < oved)-CARY AL

e
ES S

Iy

For Diapviet Manager
et
Hicrographles {943B~1)
FRA {01&)
HM3D (943
v BMOCD
Coa, Public Lansds
Altrug. Uartog. Sec,
& chron
015:0Kelleriklm:~4~86: 2189

HOTHE to leasiug unit (HMS5Q): We cecowmend that the Federal leases cosmitted
to this vait receive a two year extension because all obligation wells were
drilled upder the authority of 43 CFu 3107.4.



