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Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210-2118

Attention: Ms. Janet Richardson

Re: Preliminary Approval
Proposed Herradura Unit
Eddy County, New Mexico

Dear Ms. Richardson:

This office has received the unexecuted copy of the unit agreement, which you have submitted for the’
proposed Herradura Unit area, Eddy County, New Mexico. This agreement meets the general requirements
of the Commissioner of Public Lands, who has this date granted you preliminary approval as to form and
content.

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

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

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

2. Pursuant to Rule 19.2.100.51, applications for approval shall contain a statement of facts
showing:

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

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

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 1ands within the unit area.

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

-State Land Office Beneficiaries -
Came Tingley Hospital ® Charitable Penal & Reform  Common Schools ® Eastern NM University ® Rio Grande Improvement ® Miners' Hospital of NM eNM Boys
School ® NM Highlands University ® NM Institute of Mining & Technology ® New Mexico Military InstituteéNM School for the Deaf ® NM School for the Visually
Handicapped ® NM State Hospital ® New Mexico State University ® Northern NM Community College ® Penitentiary of New Mexico ® Public Buildings at Capital ®
State Park Commission ® University of New Mexico ® UNM Saline Lands ® Water Reservoirs ® Western New Mexico University
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3. All ratifications from the Lessees of Record and Working Interest Owners. All signatures
should be acknowledged by a notary and one set must contain original signatures.

4. Designation from the Bureau of Land Management.

5. Order of the New Mexico Oil Conservation Division. Our approval will be conditioned upon
subsequent favorable approval by the New Mexico Oil Conservation Division and the Bureau
of Land Management.

6. Please submit two copies of the Unit Agreement.

7. A copy of the Unit Operating Agreement (if applicable).

8. Copies of all the well records for the initial unit well.

9. The filing fee for a unit agreement is thirty dollars for every section or partial section thereof.
Please submit a $390 filing fee.

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

Very truly yours,

PATRICK H. LYONS
COMMISSIONER OF PUBLIC LANDS

BY:

JAMI BAILEY, Director

0Oil, Gas and Minerals Division

PL/JB/pm

cc: OCD-Santa Fe, Attention: Mr. Ed Martin
BLM Carlsbad, Attn: Mr. Wesley Ingram
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Your reference: Application for Designation
Proposed Unit Area and Determination of
Depth of Test Well

Herradura Unit Area

Eddy County, NM

Yates Petroleum Corporation
105 South Fourth Street
Artesia, NM 88210-2118

1

Gentleman:

Your application of April 19, 2010, filed with the Bureau of Land Mariagement (BLM), requests
the designation of the Herradura Unit Area, embracing 7,681.37 acres, more or less, in Eddy
County, New Mexico, as loglcally subject to-exploration and development under the unitization
provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulatlons 43 CFR 3180, the land requested as outhned on your plat o
marked Exhibit “A”, the Herradura Unit area, Eddy County, New Mexico, is hereby designated
as a logical unit area and has been assigned No. NMNM124848X. This de51gnat10n is valid for a
period of one year from the date of this letter. _ .

The unit agreement submitted for the area de51gnatéd must provide for a well to test the Bone
Spring formation, or to a depth of 6,500 feet, whichever is the lesser depth. Your proposed use

of Model onshore unit agreement for unproven areas in 43 CFR 3186.1 will be accepted. If '
conditions are such that modification of said model form is deemed necessary, three copies of the
proposed modifications with appropriaté justification must be submitted to this office for
preliminary-approval.



In the absence of any type of land requiring special provisions or of any objections not now
apparent, a duly executed agreement identical with said form, modified as outlined above, will
be approved if submitted in approvable status within a reasonable period of time. However,
notice is hereby given that the right is reserved to deny approval of any executed agreement
submitted that, in our opinion, does not have the full commitment of sufficient lands to afford
effective control of operations in the unit area.

When the executed agreement is transmitted to the BLM for approval, please include the latest

status of all acreage. In preparing Exhibits “A” and “B”, the format of the sample exhibits of the
model form shall be followed. A minimum of three copies of the executed agreement shall be
submitted with your request for final approval. ' '

Copies of this letter are being sent to the Commissioner of Public Lands and the New Mexico Oil
- Conservation Division as this proposed unit area contains State lands.

" Sincerely,

Don Petersdn ‘ -
Assistant Field Manager,
Lands and Minerals

cc: ,
Commissioner of Public Lands
NMOCD - Santa Fe

NM (P0220)



