10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
CIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

1 July 1987

EXAMINER HEARING

IN THE MATTER OF:

Application of Yates Petroleum Corp- CASE
oration for approval of a unit agree- 9159
ment, Chaves County, New Mexico.

BEFCRE: David R. Catanach, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the Division: Jeff Taylor
Legal Counsel for the Division
0il Conservation Division
State Land Qffice Bldg.
Santa Fe, New Mexico 87501

For the Applicant:
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MR. CATANACH: Call next Case
No. 9159.

MR. TAYLOR: The application of
Yates Petroleum Corporation for approval of a unit
agreement, Chaves County, New Mexico.

MR. CATANACH: At the request
of the applicant Case No. 9159 will be continued to the

Examiner Hearing 15 July 1987.

{Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CER-
TIFY the foregoing Transcript of Hearing before the 0il Con-
servation Division (Commission) was reported by me; that the
said transcript 1is a full, true, and correct record

prepared by me to the best of my ability.

‘ Cse—

| do herevy certity that the foregoing Is

a compiaie record of the proceedings in
the Exaiminer hearin 3 57
! ; g of Case No. _7/57,
heard by me on Yol / 19 27 .

‘ N /
s zﬁ:«u/, Examiner
Qil Conservation Division
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMEHT
CIL CONSORVATION DIVISON
STATE LAND OFFICE BLDG.
SANTA FE, NEW HEXICO

15 July 1887

EXAMINER HEARIRG

I THE MATTIR CF:

Application of Yates Petroleum Cor- CASE
poration for approval of a unit agree- 9159
ment, Chaves County, New Mexico.

BEFPORE:s Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

for the Applicant: Chad bickerson
Attorney at Law
DICKEREQGN, FISK & VANDIVER
Seventh & Mahone/Suite E
Artesia, lew Mexico 88210
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MR, STOGNIR:

Number 9159, which is the application of

Call next Case

Yates Petroleum

Corporation for approval of a unit agreement in Chaves Coun=-

Ly, dNew Mexico.

we'll call for

e

., DICKERSQOHN:
I'm Chad Dickerson of Artesia, New Mexico,
applicant and 1 have two witnesses.

MR, STOGNER:

other appearances in this matter?

appearances.
Mr. Examiner,

on penalf of the

Are there any

will both witnesses please

stand and raise your right hand?

(Witnesses sworn.)

MR. STOGNER: You may bhe seated.

Thank you,

Mr. Dickerson?

KATHY COLBERT,
being called as a witness and being duly

ocath, testified as follows, to-wit:

sworn upon her
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DIBECT EXAMINATION
BY MR, DICKERSON:

v Will you state your name, your occupa-
tion, and by whom you're employed, please?

A My name is Kathy Colbert. I'm employed
as a landman by Yates Petroleum Corporation, Artesia, New
MeXiCOo.

] Ms. Colbert, vyou have previously testi-
fied befcore this Division as a petroleum landman in the re-

cant past, have you not?

A Yesg, I have.
Q And are you familiar with the application

filed by Yates in Case 91597
A Yes, T am.
MR, DICKERSCN: I tender this
witness as a petroleum landman, Mr. Examiner.
MR. STOGNER: How do you spell

your last name again?

y;
es

C=0=L=B~E-R-T.
MR. STOGNER: Colhert.
A Yes.
MR. STOGNER: Ms. Colbhert is so
qualified.

o Ms. Colbert, will you summarize the pur~




10
1"
12
13
14
15
16
17
18
19
20
2
22
23
24

25

W

pose of Yates' application in this case?

A Yates Petroleum Corporation wishes to ob~
taln approval of our proposed Desert Rose Unit, This unit
encompasses 2560.52 acres in Chaves County. We wish to cob-
tain this approval to effectively explore and develop this
area.

. Will you turn to what we have subwmitted
to  the Division as Yates Fxhibit Number One and orient the
Dxaminer with regard to the location of this unit?

A Exhibit Number Ohe is a plat of the pro-
posed unit outline. This is in Chaves County, Township &

L&

and 9% South, Range 26 East.

There are four tracts within this unit
poundary: 49.98 percent is Pederal, with 50.02 percent being
State.

@] Ms. Colbert, directing your attention to
Section 11, «colored in yellow on your plat, what is the ox-
piration date of that lease?

A Yes, the State lease located in Section
11 of 5, 26, does expire §-1-87.

o And subject to the approval of this Divi-
sion you would request that expedited attention be given to
this application, would you not?

A Yes, we would.

¢ Turn to Exhibit Number Two and tell the
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Examiner what that instrument consists of.

A Exhiblit Number 7Two is the unit agreement
on the standard form for federal and State lands. This
agreement does designate Yates Petroleum Corporation as the
operator.

o And this proposed unit agreement has been
submitted both to the office of the Commissioner Public

Lands and to the Bureau of Land Management?

A That's correct.

3 What is your proposed interval to be uni-
tized?

A The Abo formation at approximately 5200
feet.

0 And you may want to refer, Ms. Colbert,

to Exhibit Number One, what is the location of your proposed
test well?

A The location of the proposed test well is
in Section 11, 1790 feet from the north, 660 feet from the
east.

0 And this instrument appoints Yates Petro-
leum Corporation as operatcr, does it not?

A That's correct.

€ Would you turn to Exhibit B, which is a
part of our Exhibit Two, Dbeing the unit agreement, and very

briefly describe for the Examiner what information is shown
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"7
on Exhibit B?

A Exhibit B to the unit agreement sets out
each tract within this unit outline. Each tract number con-
tains not only the lease number, number of acres, explratiocn
date, Dbut also lists the burdens on each lease, lessee of
record, and the current working interest owners of each
lezase.

& Who are the current record 1nterest
owners or the owners of the working interest within the unit

area?

2

Within the unit area they are Yates
Petroleum Corporation, Yates Drilling Company, Abo Petroleum
Corporation, and Myco Industries, Inc.

. And have all of these parties joined vour
proposed unit?

A Yes. 100 percent of the unit has been
committed and all ratifications obtained.

¢ Qkay, turn to what we have submitted as
Exhibit Number Three and tell the Examiner what this is.

A Exhibit Number Three is the proposed unit
operating agreement. This is on an AAPL Form 610, 1977. 1t
does cover such areas as acquisition and mraintenance of
leases., There is an accounting procedure attached to govern
the joint operations.

Q And Article VI on page 4 of chat
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instrument states that Yates intends to be drilling your in-
itial test well on or before August 1st of 18927, correct?

A Correct.

o What's the proposed depth of your initial
test well?

A Approximately 5200 feet to adeguately
test the Abo.

iy Ms. Colbert, turn to Exhibit 2 to that
unit operating agreement and t2ll the Examiner what informa-
tion is summarized on Exhibit A.

A Exhibit A lists not only the description
of the unit outline but it does alsc set out all the par-
ties, their percentaces that are participating in this unit.

The initial test well will be paid for by
these parties in the percentages listed.

0 And at the time of the application for
final approval of this unit, the ratifications and joinders
of all parties will be submitted to the appropriate regula-
tory agencies, is that correct?

A Yes, it is.

O Okavy. wWhat 1s the status, M¥s. Colbert,
of approval of this unit agreement by the Comnmissioner of
Puilic Lands?

& We have been granted preliminary approval

from the Commissioner of Public Lands and have a letter
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stating that, dated June 26.

Q And that is your Exhibit Number Four sub-
mitted to the Division?

K\ Yes.

0 What 1is the status of approval by the

jureau of Land Management regarding designation of this area

as logically subject to unit development?

A As  of last PFriday I spoke with Armando
Lopez with the BLM, lie has assured me there 1s no prohlem
with this unit. It will be approved; however, he pointed

out he would not be able to get me a letter in time for the
hearing today.

You anticipate no problems or delay

¥

o

beyond your lease expiration date of August lst in obtianing
such approval from the Bureau of Land Management?

A There should be none according to his
assurances.

MR, DICKEREON: Mr. Examiner, 1
tender £xhibits One through Pour and I have no further gues—
tions of this witness.

MR, STOGNER: One through Tour

will be admitted into evidence at this time.
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CROSS EXAMINATION

BY MR. STOGHER:

o Ms. Colbert.
A Yes.
G Will you submit a copy of that

from the BRLM once it pecomess available?

A As soon as it is received, ves.
o Okay. Now, on Exhiblt Number

L)

approval

Two,

on

page 3, of the unitized lands and the unitized substances,

although you're going for the Abo formation, 1is it not true

that all oil and gas in all formation are to be unitized

this area?
A That's what we would request, y
2 Okay.
MR. STOGNER: I have
questions of this witness.
Are there any other
of Ms. Colbert?

MR. DICKERSOHN: Mr.

es.

in

no further

questions

Examiner,

do I understand you request that we submit a copy of the BLY

letter to your office upon receipt of it?
MR. STOGNER: Yes.

Mik. DICKERSON: Okay.

MR. STOGNER: Once it becones

available

'
C

we can make it a part of the record

at

-hat
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time,
MR. DICKERSON: Okay.
I have no further questions.
MR, STOGKNER: Ms. Colbhert may
be excused.
Mr. Dickerson.

MR. DICKERSON: Leslie Rentz,

Mr. Examiner.

LESLIE BENTZ,

o

eing called as a witness and being dulv sworn upon her

oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. DICKERSOH:

G Ms. Rentz, will you state your name, vour
cccupation, and by whom you're employed?

A Yes. My name is Leslie Bentz, I'm
employed as a petroleum geologist by Yates Petroleum.

0 And, Ms. BRBentz, you have previously on
several occasions testified before this Division as a
petroleum geologist and had your credentials accepted and
made a matter of record, didn't you?

A Yes, 1 have.

9] And you are familiar with the geological
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12

zasis  underlying the boundaries of the proposed Desert Rose

A I am.
MR. DICKERSOM: Mr. Bxaminer,

tander Ms. Bentz as a geologist.

MR. STOGNIR: Ms. Bentz 15 so
gualified.
¥ Mg. DBentz, would you briefly orient the

Lzaminer with regard to the geological basis for this pro-
posed Dasert Unit Ares?

A The proposed unit is located on the east-
ern aedge of the South Pecos Slope Abo Pool. The field pro-
duces from a sequence of alluvial channel sandstones in the
Lower Permian Leonard Abo formation. The nprimary objective
of the test well within the proposed Desert Rose Unit is to

extend Abo gas production in this field.

>

Okay., will you refer to what we have sun-
mitted as Yates Exhibit G-1 and summarize for the FExaminer
the information you've shown on that exhibit?

A Exhibit G=1 1s an Isopach map of the
McConkey sandstone, a sandstone occupying a stratigraphic
interval approximately 350 feet below the top of the Ao
formation.
The contour interval is five fezet. The

Desert Rose Unit outline is marked by a dashed line and the
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1

.
e

vroposed location and TD of the test well 1is shown

Datum points utilized are noted

with cir-

cles and the appropriate value is so labeled. Abo gas pro-

ducers are marked in red. A stratigraphic cross
A' 15 shown by a broken line and its wells are 1

tame.,

section A-

abeled by

The Isopach map shows two separate and

distinct alluvial channels of the McConkey sandst

val in echelon.

one intor-

The western channel has been successfully

exploited and over 4 RCF of gas has been produced

Saveral wells have been locat

to date.

ed as  to

penetrate  the eastern channel, although only one well has

been completed in this zone.
The other wells are completed
horizons in the Focr Ranch PrePermian gas pool.
The Wentworth RU Ho. 3  encou
feet. of the #McConkey sandstone interval and was
for 1960 MCF gas per day.

0 That's the well, excuse me, 1
the southwest guarter of Section 12 and which =
your <ross section?

A Yes, it 1is. It is current

awalting a pipeline connection.

The proposed drill site should

in deeper

ntered 24

completed

ocated 1in

ly shutin

encountar
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L4
a similar sandstone section but a thinner section would reo-
sult in a commercial gas well; therefore the Isopach thick-
ness of 10 feet or greater of the McConkey sandstone inter-
val is the Jjustification of the unit outline.

¢ Okay, refer to Exhibit Number Two and
tell us what you —-- or Exhibit G-2, and tell us what vou
show on that cross section.

A Okay. gxhiblt G-2, stratigraphic cross
sa@ction A~A', 1is located northwest to southeast acrass the
proposed unit and also the proposed drill site.

The top of the Abo formation serves as
the stratigraphic datumn, The McConkey stratigraphic inter-
val, the mapping horizon and justification for the proposed
unit, is so noted.

The Martin "ADW" Federal No. 1, located
on the western edyge of the proposed unit, encountared 5 feet
of the McConkey sandstone interval. The sandstone was non=-
porous  and tight as it was on the very edge of “te channel.
The well was plugged and abandoned.

~

0 Ms. Bentz, let me intervupt. That is the

well which appears on Bxhiibit G-1 in the southwest quarter
A That's correct.
G Okay, continue.

A The Wentworth "RU" No. 2 was completed as
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s
an Abo producer form the McConkey zone, as previously men-
tioned. The producing paecforations are colored in red.

The proposed drill site is located imme-
diately to the northwest of the Wentworth "RU® No. 3 and as
the cross section illustrates, a similar sandstone section
is expacted.

o Oxay, in summary can you briefly state
the geclogical basis for this proposed unit area?

A The proposed Desert Rose Unit outline is
justified by extant data. ilistory has shown that the #cCon-

rey stratigraphic interval is a prolific gas producer in the

western channel that has been developed and the para.lel
channel tu the east should be as prolific. The acreage de-

dicated to the proposed Desert Rose Unit encompasses the en-
tent  of  the eastern channel that 1s not currently held by
production.

The Comnmissioner of Public Lends has re-
guested that lands held by production net be included in
proposed units.

G In your opinion, Ms. Bentz, will the ap-
proval of Yates' application in this case be in the interest
of conservation, the prevention of waste, and the protection
of correlative rights?

A Yes, it will.

MR. DICKERSON: Fr. FExaminer,
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move admission of Yates Exhibits G-1 and G-2, and I have nc

further guestions of this witness.
MR. STCOGNER: Exhib

G=2 will be admitted into evidence at this time.

CROSS EXAMINATION
LY MR, STOGHER:
¢ ¥S. Bentz, was there

geophysical control up in the extreme northeaste

of this wunit that was Dbrought into account

stratigraphic interval as outlined in this Exhibi
A NOo, sir.
v That Martin "ADW" ¥Well Noc. 1

34, I show that to be a dry hole, is that correct
A Yes, sir.
Q Was that particular five foot

was that ever tested?

N No, sir, it has no porosity in
extremely tight. It's very characteristic of a

when you catcn it on the edge of the c¢hanne
aistinct edge.

o Let's see, Jjust for the recor

i N=-¢-C-0-N~-K-E-Y. That's how it's spelled, rigl

A Yes,

o Ckay.

its 8-1 and

any otner
rn  porticn
for vyour

t G=17

in Secticn

"~
”

interval,

it. It is
sandstone

1, & wvery

¢, McConkey

ht?
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MR. STOGHER:

guestions of Ms. Bentz.

17

I have no further

Are there any cther questions

cf this witness?

MR. DICKERSON:

MR. STOGNER:

bo excused,

Mr. Dickerson,

anything further in this cage?

}
et

MR, DICE

"

s
I

Oxaminer, I don't.

2]

..

4.

MR. STOGNER:

nothing further in this case, Case Number

-

under advisement.

(Hearing concluded.)

G1%

[
N0 .

If not, she may

2O e

[¥e

If there 1is

will he taken
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CERTIFICATE

I, SALLY W. BOYD, C.8.R., DO
HEREBY CERTIFY the foregoing Transcript of Hearing bpefore
the 011 Conservation Division (Commission) was reported by
me; that the said transcript is a full, true, and correct
record of the hearing, prepared by me to the best of my

ability.

6@9&«\“ 53, Do pre

I do hereby certify that the foregoing is
a complete record of the proceedings in

the Examiner hearing of C}se No. %%
] 19 i Za




June 9, 1987

Energy and Minerals Department ® —
0il Conservation Division (:ZLALQ.Q?/57?
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Desert Rose State and Federal Unit
Chaves County, New Mexico

Gentlemen:
Enclosed for filing, please find three copies of the Application
of Yates Petroleum Corporation for Approval of a Unit Agreement,
Desert Rose State and Federal Unit Area, Chaves County, New Mex-
ico.
We understand that this matter has been set for hearing before an
Examiner on July 1, 1987, and we ask that we be furnished with a
docket of said hearing.
Thank vou.

Sincerely yours,

DICKERSON, FISK & VANDIVER

Chad Dickerson

CD:pv
Enclosures

cc w/enclosure: Ms. Kathy Colbert

Crann sohn Fisk David R. Vandiver Rebecca Reese Dickerson DICKERSON, FISK & VANDI\/YER
N Mahione / Sulte B Artesia, New Mexico 88210 7 (505) 746-0841 ATTORNEYS AT LAW




BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF YATES PETROLEUM CORPORATION

FOR APPROVAL OF A UNIT AGREEMENT,
DESERT ROSE STATE AND FEDERAL UNIT
AREA, CHAVES COUNTY, NEW MEXICO

case No. /59

APPLICATION

COMES NOW Yates Petroleum Corporation, by its attor-
neys, and in support hereof, respectfully states:

1. Applicant is the operator of the following lands
in Chaves County, New Mexico:

Township 8 South, Range 26 East, N.M.P.M.

Sections 34 and 35: All

Township 9 South, Range 26 East, N.M.P.M.

Sections 2 and 11: All
containing 2,560.52 acres, more or less.

2. The Applicant seeks to commit the above described
lands to an exploratory unit known as the Desert Rose State and
Federal Unit. The unit consists of federal and state lands.

3. The ratification or approval of all leasehold own-
ers, including the State of New Mexico and Bureau of Land Manage-
ment, required to ratify such unit agreement will be forthcoming
prior to the effective date of any order issued pursuant to this

Application by the Division.



4, The approval of this Application is in the inter-
est of conservation and will prevent waste and protect correla-
tive rights.

WHEREFORE, Applicant prays:

A, That this Application be set for hearing before an
examiner and that notice of said hearing be given as required by
law.

B. That upon hearing, the Division enter its order
approving the Desert Rose State and Federal Unit Agreement, with
Applicant as operator, as an exploratory unit embracing the above
described lands.

cC. And for such other and further relief as may be
just in the premises.

YATES PETROLEUM CORPORATION

Chad Dickerson

DICKERSON, FISK & VANDIVER

Seventh and Mahone, Suite E
Artesia, New Mexico 88210

(505) 746-9841

Attorneys for Applicant



BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF YATES PETROLEUM CORPORATION

FOR APPROVAL OF A UNIT AGREEMENT,
DESERT ROSE STATE AND FEDERAL UNIT
AREA, CHAVES COUNTY, NEW MEXICO

case No. 999

APPLICATION

COMES NOW Yates Petroleum Corporation, by its attor-
neys, and in support hereof, respectfully states:

1. Applicant is the operator of the following lands
in Chaves County, New Mexico:

Township 8 South, Range 26 East, N.M.P.M.

Sections 34 and 35: All

Township 9 South, Range 26 East, N.M.P.M.

Sections 2 and 11: All
containing 2,560.52 acres, more or less.

2. The Applicant seeks to commit the above described
lands to an exploratory unit known as the Desert Rose State and
Federal Unit. The unit consists of federal and state lands.

3. The ratification or approval of all leasehold own-
ers, including the State of New Mexico and Bureau of Land Manage-
ment, required to ratify such unit agreement will be forthcoming
prior to the effective date of any order issued pursuant to this

Application by the Division.



4. The approval of this Application is in the inter-
est of conservation and will prevent waste and protect correla-
tive rights.

WHERﬁFORE, Applicant prays:

A, That this Application be set for hearing before an
examiner and that notice of said hearing be given as required by
law.

B. That upon hearing, the Division enter its order
approving the Desert Rose State and Federal Unit Agreement, with
Applicant as operator, as an exploratory unit embracing the above
described lands.

cC. And for such other and further relief as may be
just in the premises.

YATES PETROLEUM CORPORATION

Chad Dickerson

DICKERSON, FISK & VANDIVER

Seventh and Mahone, Suite E
Artesia, New Mexico 88210

(505) 746-9841

Attorneys for Applicant



BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF YATES PETROLEUM CORPORATION

FOR APPROVAL OF A UNIT AGREEMENT,
DESERT ROSE STATE AND FEDERAL UNIT
AREA, CHAVES COUNTY, NEW MEXICO

case no. /91

e e6 os 60 se o8

APPLICATION

COMES NOW Yates Petroleum Corporation, by its attor-
neys, and in support hereof, respectfully states:

1. Applicant is the operator of the following lands
in Chaves County, New Mexico:

Township 8 South, Range 26 East, N.M.P.M.

Sections 34 and 35: All

Township 9 South, Range 26 East, N.M.P.M.

Sections 2 and 11: All
containing 2,560.52 acres, more or less.

2. The Applicant seeks to commit the above described
lands to an exploratory unit known as the Desert Rose State and
Federal Unit. The unit consists of federal and state lands.

3. The ratification or approval of all leasehold own-
ers, including the State of New Mexico and Bureau of Land Manage-
ment, required to ratify such unit agreement will be forthcoming
prior to the effective date of any order issued pursuant to this

Application by the Division.



4. The approval of this Application is in the inter-
est of conservation and will prevent waste and protect correla-
tive rights.

WHEREFORE, Applicant prays:

A. That this Application be set for hearing before an
examiner and that notice of said hearing be given as required by
law.

B. That upon hearing, the Division enter its order
approving the Desert Rose State and Federal Unit Agreement, with
Applicant as operator, as an exploratory unit embracing the above
described lands.

C. And for such other and further relief as may be
just in the premises.

YATES PETROLEUM CORPORATION

Chad Dickerson

DICKERSON, FISK & VANDIVER

Seventh and Mahone, Suite E
Artesia, New Mexico 88210

(505) 746-9841

Attorneys for Applicant



Bureau of Land Management

P.0. Box 1397 : OIL CONSERVATIAN = ';(t’ o,
Roswell, NM 88201 QAN‘A[, J&A§’1
Re: Desert Rose Unit 4/’ = ;?;?
Chaves County, New Mexico K ﬁ f&i
3180(065) : (//L il o

Gentlemen:

On behalf of Yates Petroleum Corporationfﬁnmﬂication is hereby
made for approval of the Desert Rose Unit, Chaves County, New
Mexico. This exploratory unit consists of state and federal
lands. BAll tracts are 100% committed at the date hereof.
Submitted herewith are the following:

1. Original executed copy of the Unit Agreement, with Exhibits
"A" and "B", with executed ratifications of all parties.

2. Original executed copy of the Unit Operating Agreement.

3. Copy of New Mexico 0il Conservation Division Order No. 8478
entered in Case No. 9159 on July 21, 1987, approving the
Desert Rose Unit Agreement.

Please contact me if you have any questions or reqguirements,
Your early attention will be appreciated as there is an August 1
spud date.

Thank you for- your cooperation in this matter.

Sincerely yours,

DICKERSON, FISK & VANDIVER

e

Chad Dickerson

CD:bh
Enclosures
cc w/enclosure: Kathy Colbert
State Land Office
0il Conservation Division v

Chad Dickerson John Fisk David R. Vandiver Rebecca Reese Dickerson DICKERSON, FISK & VANDIVER

. o - ATTORNEYS AT LAW
Seventh & Mahone / Suite E / Artesia, New Mexico 88210/ (505) 746-9841



July 24, 1987

State of New Mexico
Commissioner of Public Lands
P.O. Box 1148

Santa Fe, NM 87504

ATTENTION: PETE MARTINEZ

Re: SLO REF., No. 0G-212
Proposed Desert Rose Unit
Chaves County, New Mexico

Gentlemen:

On behalf of Yates Petroleum Corporation, application is hereby
made for final approval of the captioned unit. Fnclosed for
this purpose are two originals of the Unit Agreement and Unit
Operating Agreement, with ratifications attached. All tracts are
committed.

Hearing before the New Mexico 0il Conservation Division was held
in case number 9159 on July 15, 1987, and a copy of order R-8478
is enclosed. A copy of the Unit Agreement and Unit Operating
Agreement is enclosed by copy of this letter to the Bureau of
Land Management in Roswell. Bureau of Land Management approval
of this unit is also being sought at this time.

Please advise if you need anything further in this regard. Your
early attention will be appreciated as there is an August 1 spud
date. Thank you.

Sincerely yours,

DICKERSON, FISK & VANDIVER

Chad Dickerson

CD:bh
Enclosures
cc: Kathy Colbert
Bureau of Land Management
New Mexico 0Oil Conservation Division

Chad Dickerson John Fisk David R. Vandiver Rebecca Reese Dickerson DICKERSON, FISK & VANDIVER

T 2
Seventh & Mahone / Suite . / Artesia, New Mexico 88210 / (505) 746-9841 ATTORNEYS AT LA



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

DESERT ROSE UNIT AREA
COUNTY OF  CHAVES

STATE OF NEW MEXICO
’ NO.

THIS AGREEMENT, entered Into as of the gty day of Jyne

19 87 , by and between the parties subscribing, ratifying, or consenting
hereto, and hereln referred to as the "partlies hereto",

WITNESSETH:

WHEREAS, the partlies 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 Statute 437, as
amended 30 U.S.C. Section 181 et. seq., authorizes Federal lessees and thelr
representatives to ‘unite with each other, or Jointly or separately with
others, in:collectively adopting and operating a unit plan of development or
operations of any oil and gas pool, fleld, or |lke area, or any part thereof
for the purpose of more properly conserving the natural resources thereof
whenever determined and certifled by the Secretary of the Interior to be
necessary or advisabie in the publlc interest; and

WHEREAS, the Commissioner of Publlc Lands of the State of New Mexico Is
authorized by an Act of the Legislature (Section 19-10-45, 46, 47 NM Statutes
1978 Annotated) to consent to or approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interest of
+he State of New Mexico; and

WHEREAS, the Cil Conservation Division of the New Mexico Energy and
Minerals Department, hereinafter referred to as "Division", is authorized by
an act of the Legislature (Chapter 70 and 71, NM Statutes 1978 Annotated) to
approve this agreement and the conservation provisions hereof; and

WHEREAS, the partles hereto hold sufficient Interests in the
DESERT ROSE Unit Area covering the land hereinafter described
to give reascnably 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 obtainable through
development and operation of the area subject to this agreement under the
terms, conditions, and limitations herein set forth;

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

1. ENABL NG 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 issved 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 oll and gas operating regulations In effect as of the
effective date hereof governing driiling 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 following described land Is hereby designated and
recognized as constituting the unit area:
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Township 8 South , Range 26 fast » N.M.PM,
Sec. : 34 Al

Sec : 3B: SE/4, W/2NE/4&, SE/ANE/4, W/2, NE/4NE/4

Township 9 South, Range 26 East , N.M.P.M.
Sec, : 2: Llots 1,2,3,4, S/2N/2, S/2

Sec. 1 AN

Containing 2560.52 acres, more or less.

Exhibit "A" shows, In addition to the boundary of the unit area, the
boundaries and identity 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"™ and "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" shali be revised by the Unit Operator whenever
changes in the unlt 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 "AO", or when requested by the
Commissioner of Publiic Lands of the State of New Mexico, hereinafter referred
to as "Land Commissioner", and not less than four (4) copies of the revised
Exhibits shall be filed with the proper Bureau of Land Management office, and
one (1) copy thereof shall be filed with the Land Commissioner, and one (1)
copy with the New Mexico OIl Conservation Division of the Energy and Minerals
Department, herelinafter referred to as "Division".

The above-described unit area shall, when practicable, be expanded to
include therein any additlional lands or shall be contracted to exclude lands
whenever such expansion or contraction is deemed to be necessary or advisable
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 A0), or on demand of the AO, or the Land Commissioner (after preliminary
concurrence by the AO and the Land Commissioner) shall prepare a Notice of
Proposed txpanslion or Contraction describing the contemplated changes in the
boundaries of the unit area, the reasons therefore, any plans for additional
driliing, and the proposed effective date of the expansion or contraction,
preferably the first day of a month subsequent to the date of notice.

(b) Said notice shall be dellvered to +the proper Bureau of Land
Management office, the Land Commissioner and the Divislion, and copies thereof
mailed to the last known address of each working interest owner, lessee and
lessor whose Interes+*s are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any objectlons.
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(c) Upon expiration of the 30-day perlod provided in the preceding |tem
(b) hereof, Unit Operator shall flle with the AO, the Land Commissloner and
the Divislion, evidence of mailing of the Notice of Expansion or Contraction
and a copy of any obJections thereto which have been fliled with Unlt Operator,
tcgether with an application In triplicate, for approval of such expanslon or
contractlon and with appropriate jolinders.

(d) After due conslderation of all pertinent Information, the expansion
‘or contraction shall, upon approval by the AQ, the Land Commissioner and the
Division, become effective as of the date prescribed in the notice thereof or
such other appreopriate date.

(e) Notwithstanding any prlor elimination under +the "Drilling *to
Discovery" section, all legal subdivisions of lands (l.e., 40 acres by
Government survey or I[ts nearest lot or tract equivalent; in Instances of
Irreqular surveys, unusually large lots or tracts shall be conslidered In
multiples of 40 acres or the nearest allquot equivalent thereof), no parts of
which are entitiled to be in a participating area on or before the fifth
anniversary of the effective date of the first I[nltial particlpating area
establlished under this unit agreement, shall be eliminated automatically from
this agreement, effective as of sald fifth anniversary, and such lands shall
no longer be a part of the unlt area and shall no longer be subject to this

agreement, unless dlligent drilling operations are In progress on unitized
lands not entitled to particlipation on said fifth anniversary, In which event
all such lands shall remaln subject hereto for so long as such drilling

operations are continued diligently, with not more than ninety (S0) days' time
elapsing between the completion of one such well and the commencement of the

next such well. All legal subdivisions of lands not entitled to be in a
participating area within ten (10) years after the effective date of the first
Initial participating area approved under this agreement shall be

automatically eliminated from this agreement as of said tenth anniversary.
The Unit Cperator shall, within ninety (90) days after the effective date of
any elimination hereunder, describe the area so eliminated to the satisfaction
of the AO and Land Commissioner and promptly notify all parties In Interest.
Ali lands reasonably proved productive of unitized substances Iin paying
quantities by diligent drilling operations after the aforesaid 5-year period
shall become participating in the same manner as during said first S5-year
period. However, when such diligent drilliing operations cease, all
noh-participating lands not then entitled to be in a participating area shall
be autcmaticaliy elimlinated effective as of the 91st day thereafter.

Any expansion of the unit area pursuant to this section which embraces
tands theretofore eliminated pursuant to thls Subsectlion 2(e) shall not be
considered automatic commitment or recommitment of such lands. If conditions
warrant extension of the 10-year perliod specified in this subsection, a single
extenslon of not to exceed two (2) years may be accomplished by consent of the
owners of 90% of the working Interests in the current non-participating
unitized lands and the owners of 60% of the basic royalty Interests (exclusive
cf the basic royalty Interests of the Unlted States) in non-participating
unitized lands with approval of the AO and the Land Commissicner provided such
extension application is submitted not later thanm sixty (60) days prior to the
expiration of sald 10-year period.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. Ail land now or hereafter
committed to this agreement shall constitute land referred fo herein as
"unitized land" or "tand subject to this agreement". All oll and gas In any
and all formations of the unitized land are unitized under the terms of this
agreement and herein are called "unitized substances".

4, UNIT OPERATOR. YATES PETROLEUM CORPORATION

hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the dutles and obligations of Unit Operator for
the discovery, development, and production of unitized substances as herein
provided. Whenever reference Is made hereln to the Unit Operator, such
reference means the Unit Operator acting In that capacity and not as an owner
of Interest In unitlized substances, and the term "working interest owner" when
used hereln shall Include or refer to Unit Operator as the owner of a working
Interest only when such an interest iIs owned by it.

5. RESIGNATION OR REMOYAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establishment of a participating
area or areas hereunder, but such reslgnation shall not become effective so as
to release Unlt Operator from the dutfes and obllgations of Unit Operator and
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terminate Unit Operator's rights as such for a perlod of six (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 the Division, anc
untii all wells then drilled hereunder are placed In a satisfactory condition
for suspension or abandonment, whichever Is required by the A0 as to Federal
lands and the Dlvision as to State and fee fands, 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
perlod.

Unit Operator shall have the right to resign In |ike manner and subject
to tlke limitations as above provided at any time after a participating area
establIshed hereunder Is In existence, but In all Instances of resignation or
removal, untll a successor Unit Operator Is selected and approved as
herelnafter provided, the working Interest owners shall be jointly responsible
for performance of the duties of Unit Operator, and shall not later than
thirty (30) days before such resignation or removal becomes effective appoint
a common agent to represent them in any actlion to be taken hereunder. -

The resignation of Unit Operator shall not release Unit Operator from any

Itability for any default by it hereunder occurring prior to the effective
date of [ts resignation.

The Unit Operator may, upon default or fallure In the performance of Its
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of working interests as hereln provided for the selection
of a new Unit Operator. Such removal shall be effectlive upon notice thereof
to the AC and the Land Commissloner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or Interest as the owner of a working Interest
or other Interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective., such Unit Operator shall dellver
possession of all wells, equipment, materials, and appurtenances used In
conducting the unit operations to the newly qualified successor Unit Operator
or to the common agent, if no such new Unit Operator is selected, 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 OPERATOR. Whenever the Unit QOperator shall ternder 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 the working interests according to their respective
acreage interests in all unitized land shall, pursuant to the approval of the
partles requirements of the unit operating agreement, select a successor Unit
Operator. Such selection shall not become effective until:

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

(b) the selection shall have been approved by the AOQ and approved by the
Land Commissloner.

I1f no successor Unit Operator is selected and qualifled as herein
provided, the AQ and the Land Commissioner, at their electlion may declare this
unit agreement terminated.

7. ACCOUNTING PROYISIONS AND UNIT OPERATING AGREEMENT. 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 Intc between
the working Interest owners and the Unit Operator as provided In this section,
whether one or more, are herein referred tfo as the "unit operating agreement".
Such unit operating agreement shall also provide the manner In which +the
working interest owners shall be entitied to receive thelr respective
proportionate and allocated share of +the benefits accrulng herefo in
conformity with their underlying operating agreements, leases, or other
Independent contracts, and such other rights and obllgations as between Unit
Operator and the working interest owners as may be agreed upon by Unit
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Cperatcr wnd the working lnterest owners; however, no such unirt operatli~»
agreement shall be deemed elther to modlfy any of the terms and conditlons cf
this unlt agreement or to relleve the Unit Operator of any right or oblligation
establilshed under thls unit agreement, and In case of any Inconsistency or
confllct between thls agreement and the wunlt operating agrecment, this
agreement shall govern. Two coples of any unit operating agreement execured
pursuant 1o this sectlon shall be flled I[n the proper Bureau of Land
Management offlce and one true copy with the Land Commlssloner, and one true
copy with the Dlvision prior to approval of thls unlt agreenent.

r 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, Except as otherwlce
speclfically provided hereln, the exclusive right, privilege, and duty of
exerclsing any and all rights of the partles hereto which are necessary or
convenient for prospecting for, producing, storling, atlocating, and
dlstributing the unitized substances are hereby delegated to and shall be
exerclsed by the Unlt Operator as hereln provlided. Acceptable evidence of
title to sald rights shall be deposlited wlth Unit Operator and, together with
this agreement, shall constitute and define the rights, privileges, and
obligations of Unlt Operator. Nothlng hereln, however, shall be construed to
transfer title to any land or to any lease or operating agreement, [t being
understood that under this agreement the Unit Operator, In Its capaclty as
Unlt Operator, shail exercise the rights of possession and use vested in the
partles hereto only for the purposes hereln speclfled.

9. DRILLING TQO DISCOVERY. Withln six (6) months after the effective
date hereof, the Unit Operator shall commence to drlll an adequate test well
at a location approved by the AO, If on Federal land, or by the Lland
Commisslioner, If on State land, and by the Dlvision [f on Fee l|and, uniess on

such effective date a well Is being drililed in conformity with the terms
hereof, and thereafter contlinue such driillng diligently unill the Abo
Formation

has been tested or until at a lesser depth unltlzed substances shall be
discovered which can be produced In paying quantities (to-wlt: quanti*ies
sufficlent to repay +the costs of drilllng, completing, and producing

operations, with a reasonable proflt) or the Unlt Operator shall at any time
establish to the satisfactlon of the A0 |f on Federal land, or +the Land
Commissicner 1f on State land, or the Division If located on Fee land, that

further drilling of sald well would be unwarranted or impratlicable, provided,
however, that Unlt Operator shall not In any event be requlred to drill said
well To a cepth In excess of 5200 feet. Untll the dlscoverv of
unitized substances capable of being produced In paylng quantlities, the Unlt
Operator shall continue dritling one well at a time, allowing not more than
six (6) months between the completion cof one well and the commencement of
drilling operatlions for the next well, untll a well capable of producing

unitized substances In paylng quantitles Is compieted to the satisfaction of
the A0 1f It be on Federa! land or of the Land Commlssioner |f on State iand,
or the Dlvislon |f on Fee land, or untll It Is reasonably proved that the
unitized land Is Incapable of producing unitized substances In payling
quantities iIn the formations drilled hereunder. Nothling in thls sectlion shall
be deemed to Iimit the right of the Unlt Operator to resign as provided In
Sectlon 5 herecof, or as requlring Unlt Operator to commence or continue any
drilling during the perlod pending such resignation becoming effective In
order to comply with the requirements of thls sectlion.

The A0 and Land Commlissioner may modify any of the drilling requlirements
of this section by granting reasonable extensions of time when,
oplnlion, such actlon Is warranted.

In thelr

Upon fallure to commence any well as provided for In thls sectlon within
the tlIme allowed, prlor to the establishment of a participating area,
Including any extenslon of time granted by the AO and the Land Commissicner,
thls agreement will automatically tferminate. Upon fallure to contlinue
driiting diligently any well commenced hereunder, the A0 and +the Lland
Commissloner may, after flifteen (15) days' notlce to 1he Unit Operator,
declare thls unit agreement terminated. The partles to thls agreement may not
inftlate a request to voluntarlly termlnate thls agreement during the first
six (6) months of Its term unless at least one oblligation waell has been
drilled In accordance wlth the provisions of this sectlon.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION, WI4hin six (6) months
after ccmpletion of a well capable of producing unitized substances In payling
quantitles, the Unlt Operator shall submit for the approval of the AO, fthe
Land Commlissicner and Olvislon, an acceptable plan of development and

-5-



ooeratlon for the unitlzed (and which, when approved by the A0, the Lland
Commissioner and Dlvision, shall constitute the further drilling and
development obllgatlions of the Unit Operator under this agreement for the
period speclfled therein. Thereafter, from time to time before the
expiration of any exlisting plan, the Unit Cperator shall submit for the
approval of the A0, the Land Commissicner and Olvision a plan for an
additional speclfled period for the development and operation of the unitlzed
land. Subsequent plans should normally be flled on a calendar year basls nct
later than March 1 each year. Any proposed modiflication or addition to the
exlsting plan should be flled as a supplement to the plan.

Any plan submitted pursuant to this sectlion shall provide for the timely
exploration of the unitized area, and for the diligent drilllng necessary for
determination of the area or areas capable of producing unltized substances in
paying quantities In each and every productive formatlon. This plan shall be
as ccmplete and adequate as the A0, the Land Commisslioner and Divislon may
determine to be necessary for timely develcpment and proper conservatlon of
the ol! and gas resources of the unitlzed area and shall:

(a) specify the number 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 modifled or supplemented when necessary to meet changed
condltlons or to protect the interests of all partles to this agreement.
Reasonable diligence shall be exerclised In complylng with the obligations of
the approved pian of development and operation. The A0 and the Land
Commissioner are authorlzed to grant a reasonable extension of the 6-month
period hereln prescribed for submisslon of an Initlal plan of development and

on operation where such action Is justified because of unusual conditions or
clrcumstances.

After completion of a well capable of producing unlitized substances In
paying quantities, nor further wells, except such as as may be necessary 7o
afford protection agalinst operations not under this agreement and such as may
be specifically approved by the A0, the Land Commissioner and Division, shall
be drilled except In accordance with an approved plan of development and
operation.

11. PARTICIPATION AFTER DISCOYERY. Upon completion of a well capable of
producing unitized substences In payling quantities, or as soon thereafter -as
required by the A0, the Land Commissloner or the Dlvision, the Unit Operator
shall submit for approval by the AQ, the Land Commissioner and Division, a
schedule, based on subdivisions of the public-land survey or allquot 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, the Land Commissioner and Division,
effective as of the date of completion of such well or the effective date cf
this unit agreement, whichever Is later. The acreages of both Federal and
nocn-Federa! lands shall be based upon approprliate computations from +the
courses and dlstances shown on the last approved public-land survey as of the
effective date of each Initlal participating area. The schedule shall also
set forth the percentage of unitized substances to be allocated, as provided
In Section 12 +to each committed +ract in the participating area so
establ ished, and shall govern the allocaticn of production commencing with the
effective date of the participating area. A ditferent participating area
shall be establlshed for each separate pooi or deposit of unitized substances
or for any group thereof which is produced as a single pool or zone, and any
two or more particlpating areas so established may be combined into one, on
approval of the A0, the Land Commlissioner and the Division. When production
from two or more participating areas Is subsequently found to be from a common
pool or deposit, the particlpating areas shall be combined Into one, effective
as of such approprlate date as may be approved or prescribed by the AQ, the
Land Commisslioner and Division. The partlcipating area or areas so
established shail be revised from time to time, subject to the approval of the
AQ, the Land Commlssioner, and Division to Include additional lands then
regarded as reascnably proved to be productive of unitlzed substances In
paying quantities or which are necessary for unit operations, or to excliude
lands then regarded as reasonably proved not to be productive of unjtized
substances in paylng quantities, and the schedute 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 informatlon Is cbtained on which
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such revisicn 1Is opredlcated; proviced, however, that a more appropriate
effective cate may be used [f Justlfied by the Unit Operator znd epprovec by
the AQ, the Land Ccmmissioner and Dlvislon. No land shall be excluded from o
particlpating area on account of depletlon of Its unitized substances, except
that any particlpation area establlished under the provisions of this unit
agreement shall terminate automatically whenever all completions In ths
formatlion on which the participating areas Is based are abandoned.

It Is the Intent of +his sectlon that & participating area shall
represent the area productlive of wunltized substances known or reasonably
proved o be productive In paylng quantitlies or which are necessary for unit
operdtiocns; but, regardless of any revision of the particlpating area, nothing
hereln contalned shall be construed as reguiring any retroactive adjustment
for productlon obtalned prlor to the effective date of the revision of the
particlpating area.

In the absence of agreement at any time between the Unit Operator and the
AO, the Land Commlssioner and Dlvislon, as to the proper deflinitlon or
redefinition of a partlclipating area, or untll a participating area has, or
areas have, been establlshed, the portlion of all payments affected thereby
shall, except royalty due the United States, be impounded In a manner mutually
acceptable to the owners of committed working Interests and the AC and the
Land Commissioner., Royaltles due to the United States and the State of New
Mexico shall be determined by the AO for Federal lands and the Land
Commlissioner for the State lands and the amount thereof shall be deposited, as
directed by the A0 and the Land Commissioner untii a participating area Is
flnally approved and then adjusted In accordance with a determination of the
sum due as Federal royaity on the basls of such approved participating area.

Whenever It l|s determined, subject to the approval of the A0, the Land
Commlsslicner and the Divislon, that a well drllied under this agreement Is not
capable of productlon of wunltlzed substances In paying quantitlies and
incluston In a participating area of the land on which it is sltuated In a

participating area Is unwarranted, productflon from such well shall, for the
purposes of settlement among all parties other than workling Interest owners,
te allocated to the land on which the well Is lcocated, unless such land Is

already within the participating area establlished for the pocl or cepocsit frem
which such production is obtalned. Settlement for working interest benefits
from such a nonpaylng unit well shall be made as provicded in the unit
operating zgreement.

12.  ALLOCATION OF PRODUCTION. All wunitlzed substances produced from
gach particlpating area establlished under this agreement, except any part
thereof used In conformity with gocd operating practices within the unitized
area for drillling, operating, and other productlion for cdevelopment purposes,
for repressuring or recycling In accordance with & pien of development and
operatlions which has been approved by the AO, Land Commissioner and Division,
or unavoidably lost, shall be deemed to be produced equally cn an acreage
basls from the several +tracts of unitized land of the participating area
established for such production. For the purpose of determining any benefl+ts
accrulng under thls agreement, each such fract of unitized land shall have
allocated to it such percentage of sald preduction as the number of acres of
such tract Included In sald participating area bears 1o the total acres of
unitized land In sald partlcipating area, except that allocatlon of production
hereunder for purposes other than for settlement of the royalty, over-riding
royalty, or payment out of production obiligations of the respective working
interest owners, shall be on the basls prescribed in the unlt operating
agreement whether In conformlty with the basis of allocation hereln set forth
or otherwise. |t Is hereby agreed that productlion of unitized substances from
a participating area shall be allocated as provided hereln 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 ls used
for repressuring or recycling purposes in another participating area, the
first gas wlithdrawn from the latter participating area for sale during the
life of thls agreement, shail be considered to be the gas so transferred,
untli!l an amount equal to that transferred shall be so produced for sale and
such gas shall be allocated to the particlipating area from which Inltlally
produced as such area was deflned at the time of such transferred gas was
finally produced and sold.

13. DOEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS,
Any party hereto owning or controlllng the working interest In any unitlzed
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land having thereon a regular well locatlon may with the approval cf the AO
and the Land Commissloner, and the Dlvislon at such party's soie rlisk, costes

>y

and expense, dril!l a well to test any formation provided the wel! Is outsice
any participating area established for that formation, unless withlin nlnety
(90) days of recelpt of notice from sald party of his Intentlon to crlil the
well, the Unlt Operator elects and commences to dri!l the well In a llke

manner as other wells are driiled by the Unit Operator under thls agreement.

I'f any well drilled under thls sectlon by a working Interest owner
results In productlon of unitlized substances In paylng quantities such that
the .land upon which It Is situated may properly be inciuded In a particlpating
area, such particlipating area shall be establlshed or enlarged as provided In
this agreement and the well shall thereafter be operated by the Unit Operator

In accordance wlith the terms of thls agreement and the unlt operating
agreement,

If any well drillied under thls sectlon by a working Interest cowner that
obtains productlon In quantitlies 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 drililng the same, subject to the
conservation requlrements of this agreement. The royaltlies 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 Unlited States and any State and any royalty
owner who Is entltled to take In kind a share of the substances now unlitlzad
hereunder shall hereafter be entlitled to the right to take In kind Its share
of the unltized substances, and Unit Operator, or the worklng interest owner
In case of the operation of a well by a working Interest owner as herein
provided for In speclal cases, shall make dellveries of such royalty share
taken In kind In conformity with the applicable contracts, laws, and
requlaticons. Settlement for royaity interest not taken in kind shall be made
by working interest cwners responsible therefore under exlisting contracts,
laws and regulatlons, or by the Unit QOperator 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 from thelr respective lease obligatlions for
the payment of any royaltles due under thelr leases.

¥ gas obtained frem lands not subject to this agreement is introduced In
to any perticipeting area hereunder, for use In repressuring, stimulation of
producticn, or increasing ultimate recovery In conformity with a plan of
development and operation approved by the AQ and the Lan¢ Commissicner and the
Division, a like amount of gas, after settlement as herein provided for any
gas ‘transferred from any other particlpating area and with appropriate
deduction for loss from any cause, may be withdrawn from the fcrmation Into
which the gas Is Introduced, royalty free as to dry gas, but not as to any
products which may be extracted therefrom; provided that such withdrawal shall
be at such time as may be provided in the epproved plan of development and
operation or as mey otherwlse be consented to by the AO and the Lang
Commlssioner and the Dlvislon as conforming to good petroleum engineering
practlice; and provided further, that such right of withdrawal shall termlnate
on the terminatlion of this unlt agreement,

~ Royalty due the United States shall be computed as provlided In 30 CFR
Group 200 and pald In value or dellvered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unltized Federal land as
provided In Secticn 12 a2t the rates speclfied in the respective Federal lease,
or at such other rate or rates as may be authorlzed by law or regutatlicn ang
approved by the AOQ; provided, that for leases on which the royalty rate
depends on the dally average productlion per well, said average productlion
shall be determined In accordance with the operating regulations as though
each particlpating area were 3 single consolidated lease.

Royalty due on account of State lands shall be computed anc pald on the
basls of all unitlzed substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royaltles due c©n leases
committed hereto shall be pald by appropriate working Interest owners under
existing contracts, laws, and regulations, provided +that nothing herein
contalned shall operate to relleve the lessees of any tand frcm their
respective lease obllgations for the payment of any rental or minimum royalty
due under their leases. Rental or minimum royalty for lands of the United
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States subject to thls agreement shal!l be paid at the rate sbeclfled 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 authorlized representative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rate speciflied In the respectlive leases.

WIith respect to any lease on non-federal land contalning provisions which
would terminate such lease unless drilling operations are commenced upon the
land tovered 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 provislon of +this agreement, be
deemed to accrue and become payable during the term thereof as extended by
thls agreement and untii the required drilling operations are commenced upon

the land covered thereby, or until some portion of such land Is Included
within a particlpating area.

16. CONSERVATION. Operations hereunder and production of unitized’
substances shall be conducted to provide for the most economical and efficient
recovery of sald substances wlithout waste, as defined by or pursuant to State
or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the AO and
Land Commissioner deems appropriate and adequate to prevent drainage of
unltized substances for unitized land by wells on land not subject to this
agreement, which shall Include the driiling of protective wells and which may
include the payment of a falr and reasonable compensatory royalty, as
determined by the AO, as to Federal l!eases and the Land Commissioner, as to
State leases.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditlions,
and provisions of all leases, subleases, and other contracts relating to
exploration, driiling, development, or operatlion for oil or gas on lands
committed 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, as to Federal leases and the Land Commissioner, as
to State leases, shall and each by his approval hereof, or by the approval
hereof by his duly authorized representative, dces hereby establish, alfter,
change, cr revoke the drillling, producing, rental minimum royaity, and royalty
requirements of Federal leases committed 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, subieases, and
contracts are particularly modified 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 oblligations 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 fract of this unit area.

(b) Drilling and producing operations performed hereunder upon any tract
of unitized lands will be accepted and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed

to expire by reason of failure to drill or produce wells situated on the l|and
therein embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the AO and the Land Commissioner, or his
duly authorized representative, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every tract of unitized
land. A suspension cf drilling or producing operations limited to specified
lands shall be appliicable 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 thls agreement,
Is hereby extended beyond any such terms so provided therein so that It shall
be continued in full force and effect for and during the term of this
agreement.



(e) Any Federal lease committed hereto shall continue In force beyond the
term so provided thereln or by law as to the land commit*ed so long as such
lease remains subject hereto, provided that production of unitized substances
In paying quantities Is established in paying quantities under this wunit
agreement prior to the expiration date of the term of such lease, or In the
event actual driiling 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 two years, and so long thereafter as oll 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 development
of unitized substances from lands of the United States committed to this
agreement, which by its terms would expire prlor to the time at which the
underlying lease, as extended by the immediately preceding paragraph, will
expire, Is hereby extended beyond any such term so provided therein so that I+
shall be continued in full force and effect for and during the term of the
underiying lease as such term Is herein extended. ’

(g) The segregation of any Federal lease committed to this agreement is
governed by the following provision In the fourth paregraph of Section 17(j)
of the Mineral Leasing Act, as amended by the Act of Septemberi, 1960, (74
Stat. 781-784) (30 U.S.C. 226(j)): "Any (Federal) lease heretofore or
hereafter committed 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 date of unitization. Provided, however that any
such lease as to the non-unitized 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."

{(h) [(n the event the Inltial Test Weil 1is commenced prior to the
expiration date of the shortest term State Lease within the Unit Area, any
lease embracing lands of the State of New Mexico which is made the subject to
this agreement, shall continue In force beyond the term provided therein as to
the lands committed hereto until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as Yo the portion
committed and the porticn not committed, and the terms of such lease shall
apply separately to such segregated portions commencing as the effective date
hereof; contrary any lease embracing lands of the State of New Mexico having
cnly a portion of its lands committed hereto shall continue in full force and
effect beyond the term provided therein as tfo alt 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 embraced 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 the Unlt Operator is then engaged In bona
fide drilling or reworking operations on some part of the lands embraced In
such lease, the same as to all lands embraced therein, shall remain in ful|l
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 the lands embraced therein, so laong
thereafter as oll or gas In paying quantities is being produced from zny
portlon of said lands.

19. COVENANTS RUN WIiTH LAND. The covenants hereln shal! be construed to
be covenants running with the land with respect to the Iinterests of the
parties hereto and +their successors In Iinterest until +this agreement
terminates, and any grant, transfer or conveyance of Interest In land or lease
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 assignment or ftransfer of any working interest,
royalty, or other Interest subject hereto shall be binding upon Unit Operator
until the first day of the calendar month after Unit Operator is furnished
with the original, photostatic, or cerfified copy of the instrument of
fransfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the A0 and the Land Commissloner or +thelir duly authorized
representative and shall automatically terminate five (5) years from said
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effectlve cate unless:

(a) Upon apptication by the Unit Operator such date of explration Is
extended by the AO and the Land Commlissioner; or

(b) It Is reasonably determined prior to the expiration of the flixed term
or any extenslon thereof that the unitized land is incapable of production of
unltized substences In paying quantities In the formations tested hereunder,
and after notice of intention to terminate this agreement on such ground Is
glven by the Unit Operator to all parties in interest at their last known
addresses, this agreement 1s terminated with approval of the AO and the Land
Commissioner; or

(c) a valuable discovery of unltized substances In paylng 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 thereafter as unitized substances can be produced as to
Federal lands and are belng produced as +to State lands 1in quantities
sufficlient to pay for the cost of producing same from wells on unitized lanc’
within any participating area established hereunder. Should producticn cease
and diligent driiling operations to restore production or new production are
not In progress or reworking within sixty (60) days and production Is not
restored or should new production not be obtained In payling quantities on
committed lands within this unit area, this agreement will automatically
terminate effective the last day of the month in which the last unitlzed
productlion occurred; or.

(d) 1t 1s 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 centum, on an acreage basis, of the working interes+t
owners signatory hereto, with the approval of +the A0 and +the Land
Commissioner. The Unit Operator shall give notlce of any such approval to all
partles hereto. Voluntary termlination may not occur during the first six (6)
menths of this agreement unless at least one obligation well shall have been
drilled in conformance with Section S.

21, RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The AO is hereby
vested with authority to alter or modify from time to time, in his discretion,
the quantity end rate of production under this agreement when such quantity
and rate are not fixed pursuant fo Federal or State law, or do not conform to
any State-wide voluntary conservation or allocation program which is
established, recognized, and generaily adhered to by the majority of operators
in such State. The above authority is hereby |imited to alteration or
modifications which are in the pubiic interest. The public Inferest to be
served and the purpose thereof, must be stated in the order of alteration or
modification. Without regard to the foregoing, the A0 is also hereby vested
with authority to alter or modify from +ime to time, in his discretion, the
rate of prospecting and development and the quantity and rate of production
under this agreement when such altferation or modification is in the interest
of attaining the conservation objectives stated in this agreement and is not
in viotation of any applicable Federal or 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 Commissioner and also
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
speciflc written approval thereof by the Division.

Powers In the section vested in the AO shall only be exercised after
notice to Unit Operator and opportunlity for hearing to be held not less than
15 days from notice.

22. APPEARANCES. Unit Operators shall, after notice to other partles
affected, have the right to appear for and on behalf of any and all interest
affected hereby before the Department of the Interlor and the Commissicner of
Public Lands and Dlvision, and to appeal from orders Issued under the
regulations of said Department or Land Commissioner and Division or to apply
for rellef from any of sald regulations, or in any proceedings reiative to
operations before the Department or the Land Commissioner and Division 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 proceeding.
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23. NOTICES. All notlces, demands, or statements required hereunder to
be given or rendered to the partles hereto shall be in writing and shall be
perscnally dellvered to the party or parties, or sent by postpaid reglistered
or certified mall, to the last known address of the party or partles.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing contained In this agreement
shal|l be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or Invaiidity of
any law of the State where unitized lands are located, or of the United
States, or regulations lIssued thereunder in any way affecting such party, or
as a waiver by any such party of any right beyond his or its authority to
wajve,

25. UNAVOIDABLE DELAY. All obllgations 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 Operator, despite the exercise of due care
and diligence, is prevented from complying with such obligations, in whole or
In part, by strikes, acts of God, Federal, State, or municipal law or
agenclies, unavoldable accldents, uncontrollable delays In transportation,
Inability to obtain necessary materials or equipment in open market, or other
matters beyond the reasonable control of the Unit Operator whether simlilar to
matters hereln enumerated or not.

26. NONDISCRIMINATION. In connection with the performance of work under
this agreement, the United Operator agrees to comply with ail the provisions
of Sectlion 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319),
as amended which are hereby Incorporated by reference In this agreement.

27. LOSS OF TITLE. In the even title {0 any tract of unitized land
shall fail and the +true owner cannot be Induced tTo Jjoin in this unit
agreement, 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 accocunt of the loss of such tiftle. |In the event of a dispute as
to title to any royalty, working interest, or other interests subject thereto,
payment or defivery on account thereof may be withheld without {iability for
interest until the dispute 1s finally settled; provided, that, as to Federal
and State lands or leases, no payments of funds due the United States or the
State of New Mexico should be withheld, but such funds shall be depcsited as
directed by the A0 and such funds of the State of New Mexico shall be
deposited as dlirected by the Land Commissioner, *to be heid as unearned money
pending final settlement of the tItle dlspute, and then appllied 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. NON-JOINDER AND SUBSEQUENT JOINDER., If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working interest in that tract ray
withdraw the tract from this agreement by written notice dellvered to +the
proper Bureau of Land Management office, the Land Commissicner, the Division
and the Unit Operator prior to the approval of this agreement by the AO and
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
+he owner or owners thereof subscribing or consenting to this agreement, and,
if the interest. Is a working interest, by the owner of such interest only
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 unlt operating
agreement. After final approval hereof, Jolnder by a non-working 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 non-working inferest. A non-working interest may
not be committed 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 accompanlied by approprlate joinder to the
unit operating agreement, In order for the interest to be regarded as
committed 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 A0, the Land Commisslioner and the Divislon of duly executed
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counterparts cf all or any papers necessary to establish effective commitment
of any interest and/or tract to this agreement,

29. COUNTERPARTS. This agreement may be executed in any number of
counterparts, no one of which needs to be executed by all parties, or may be
ratifled or consented to by separate Instrument In writing speciflcally
referring hereto and shall be binding upon all those parties who have executed
such a counterpart, ratlification, or consent hereto with the same force and
effeqgt as It all such parties had signed the same document and regardless of
whether or not 1t Is executed by all other parties owning or ciaiming an
Interest in the lands within the above-described unit area.

30. SURRENDER. Nothing In this agreement shall prohibit the exercise by
any working interest owner of the right to surrender vested in such party by
any lease, sublease, or operating agreement as to all or any part of the
lands covered thereby, provided that each party who will or might acquire such
working interest by such surrender or by forfelture as hereafter set forth, is
bound by the terms of this agreement.

If as a result of any such surrender, the working Interest rights as to
such lands become vested in any party other than the fee owner of the unitized
substances, sald party may forfeit such rights and further benefits from
operation hereunder as to said land to the party next In the chain of title
who shall be and become the owner of such working interest.

1f, as a result of any such surrender or forfeiture, working Iinterest
rights become vested In the fee owner of the unitized substances, such owner
may :

(a) accept those working Interest rights subject to this agreement and
the unit operating agreement; or

(b) lease the portion of such land as Is included In a particlipating area
established hereunder subject to this agreement and the unit operatinrg
agreement; or :

(c) provide for the independent operation of any part of such |and that
is not then included within a participating area established hereunder.

If the fee cwner of the unlitized substances does not accept the working
interest rights subject to thls agreement and the unit operating agreement or
lease such lands as above provided within six (6) months after the surrendered
or forfeited, working interest rights become vested in the fee owner, the
benefits and oblligations of operations accruing to such lands under th's
agreement and the unit operating agreement shall be shared by the remaining
cwners of unitized working Interests in accordance with their respectlive
working interest ownerships, and such owners of working interests shall
compensate the fee owner of unitized substances In such lands by paying sums
equal to the rentals, minimum royalties, and royalties applicable fo such
lands under the lease In effect when the lands were unitized.

An appropriate accounting and settlement shall be made for all benefits
accruing to or payments and expenditures made or incurred on behalf of such
surrendered or forfeited working Interest subsequent to the date of surrender
or forfeiture, and payment of any monies found to be owing by such an
accounting shall be made as between the parties within thirty (30) days.

The exercise of any right vested In a working Interest owner to reassign
such working Interest to the party from whom obtained shall be subject to the

same condi/tions as set forth in this section In regard to the exercise of a
right to surrender.

31. TAXES. The working Interest owners shall render and pay for their
acccunt and the account of the royalty owners all valid taxes on or measured
by the unitlized substances In and under or that may be produced, gathered and
sold from the land covered by this agreement after I[ts effective date, or upon
the proceeds derived therefrom. The working lInterest owners on each tract
shall and may charge the proper proportion of sald taxes to royalty owners
having interest In sald tract, and may currently retaln and deduct a
sufficient amount of the unitized substances or derivative products, or net
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 Mexlico or to any lessor who has a contract
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with his lessee which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It Is expressly agreed that the relation of the
partles hereto Is that of independent contractors and nothing contained In
thls agreement, expressed or Implied, nor any operations conducted hereunder,

shall create or be deemed to have created a partnership or asscclation between
the partles hereto or any of them.

33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this
agreement shall modlfy or change either the special Federal lease stlipulations
relating to surface management or such speclal Federal lease stipulations
retating to surface and environmental protection, attached to and made a part
of, 011 and Gas Leases coverling lands within the Unit Area.

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

UNIT OPERATOR AND WORKING INTEREST OWNER

ATTEST: YATES PETROLEUM CORPORATION

e g
/"/“/’O‘/ o Eal e

e - By

/
Ay%orney—in—Fact

Address: Date of Executlon__June 8, 1987
105 South Fourth Street
Artesia, New Mexico 88210

STATE OF NEW MEXICO )
} SS.
COUNTY CF EDDY o ._ )
On this 8th  day of June , 19 g7 before me appeared
S.P. Yates to me personally known, who, being duly
sworn, dlid say that he is the Attorney-in-Fact of
YATES PETROLEUM CORPORATION and that the seal affixed to said instrument

is the corporate seal of said corporation, and that said instrument was signed
and sealed In behalf of said corporation by authority of ifs board cf
directors, and said S.P. Yates

acknowledged said instrument to be the free act and deed of said corporation.

ﬂi o e g A/ it A e

Notary Public
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EXHIBIT "B"
TO UNIT AGREEMENT
DESERT ROSE
CHAVES COUNTY, NEW MEXICO

SERIAL NO.

Page 1 of 2

TRACT # OF AND ROYALTY OVERRIDING WORKING INTEREST
# LAND DESCRIPTION ACRES EXp. DATE OzzmwmmWW % LESSEE OF w%OOwU ROYALTY & % OWNER & PERCENTAGE
1. T8S-R2GE 1240.00 NM-27790 USA Yates Petroleum Ardelle K. Yates Petroleum
Sec. 34: All 4/30/88 12.5% Corporation - 25% Martin - 5% Corporation - 25%
Sec, 35: SE/4, W/2WE/4, Yates Drilling Yates Drilling
SE/4ANE/4, W/2 Company - 25% Company - 25%
Abo Petroleum Abo Petroleum
Corporation - 25% Corporation - 25%
Myco Industries, Myco Industries,
Inc. - 25% Inc. - 25%
2. T8S-R26E 40.00 NM-55902 USA Yates Petroleum None Yates Petroleum
Sec. 35: NE/4NE/4 4/30/93 12.5% Corporation-100% Corporation -100%
TOTAL 1280.00 ACRES OF FEDERAL LANDS
3. T9S-R26E 640,00 LG-4429 State Yates Petroleum None Yates Petroleum
Sec. 11: All 8/1/87 12.5% Corporation-100% Corporation - 25%
Yates Drilling
Company - 25%
Abo Petroleum
Corporation - 25%
' Myco Industries,
. Inc. - 25%
4. T9S-R26E 640,52 LG-4918 State Yates Petroleum None Yates Petroleum
WMMWIlMM Lots 1,2, 12/1/87 12.5% Corporation-100% Corporation - 25%
3,4, S/2N/2, Yates Drilling
S/2 Company - 25%
Abo Petroleum
Corporation - 25%
* Myco Industries,
Inc. - 25%
TOTAL 1280.52 ACRES OF STATE LANDS




EXHIBI
TO UNIT AGREEMENT
DESERT ROSE
CHAVES COUNTY, NEW MEXICO

RECAPITULATION
1,280.00 Acres Federal Lands 49,9898% of Unit Area
1,280.52 Acres State Lands 50.0102% of Unit Area

TOTAL 2,560.52 Acres All Lands 100.0000% of Unit Area
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