YATLS DRILLING COMPANY

UNIT AGREEMENT

Dated: UNovember 1, 1989

CACTUS (QUEEN) UNIT

Township 12 South, Range 31 East, N.M.P.M.

Section 27: W4SE:, EiSWi, SWiswi
Section 34: N3iNW4, NWINW3}

Chaves County, New Mexico

BEFORE EXAMINER STOGNER
OIL CONSERVATION DIVISION

IATES EXHIBITNO. 2®
CASENO. 3203 3810 9823

prvs *1 Mx:»,ﬂl




Section

CO ~1 Oy U1 Wb W N

R el
BN O W

154
15B
10

-
/

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

2

-

34
25
36
3&
39

UNIT AGREEMENT
CACTUS (QUEEN) UNIT
CHAVES COUNTY, NEW MEXICO

INDEX

Page
ENABLING ACT AND REGULATIONS .. iioeveres s e s e esceccaneanan 2
UNIT AREA. ... e s e ss e s acseniacesesavesenssacesosecenana 2
X HI BRI TS L i ittt it et esaecaaaccaacanssaccessnnssasscsas ve.. 4
EXPANSTION (i ittt toaaoanosaassatneeaasascassacsessasanssana ees 5
UNITIZED LAND AND UNITIZED SUBSTANCES .. et eeeeeesasocenns . b
UNIT OPERATOR....«¢.. seerseesseisecsansnsnnea s esesscsseeaas 6
RESIGNATION OR REMCOVAL OF UNIT OPEFATOR. e ceeeen. PP vee. B
CSUCCESSOR UNIT OPERAT R .ttt i sttt tcecuasacecececscscsocasnsses 7
ACCOUNTING PROVISICNS AND UlLIT CPERATING AGREEMENT........ 7
PICHTS AND CELIGATIONS OF UNIT OPERATOR...... teeresesaenan 8
EASEMENTS OR USE OF SURFACE . 4 et e e e encoessscncesacnnos ee-e. 8
PLAN OF CPERATION it ittt eeeeioosoneessoecoesnenncacennsens 8
TRACT PAPTICIPATIOM .(.i.ieveecnnnns c et assccasancassersanamen 9
TRACTS QUALIFIED FOR PARTICIPATION....... e ssesscaccannana 9
LLIOCATION OF UNITIZED SUBSTANCES i.iveceeaceeee ceeesanssna 11
TAKING UNITIZED SURBRSTANCES IN KIND ...... ctecesssesnes e-. 11
OUTSIDE SUBSTANCES . e .eeeeoscacn eeencan D 4
ROYALTY SETTLEMENT .. it ieeceeeneccanonens s e eeseecesean ee. 12
KENTAL SETTLEMEN . . it ittt s eeneavonccnacns cevsesssreccssase 13
CONCSERVATION . e v e eeeceesen e e s ecnecssacaancsscassaceenan ee.. 14
DRAINAGE......... “eevecsssas s ewaecac e sens eescaccsessreean 14
LOSS OF TITLE (ceeevvecocnane chesesene A I {
LEASES AND CONTRACTS CONFORMED AND EXTENDED..cescecsesce . 15
CONVENANTS RUM WITH LAND....veveeeseon tecassassssss cevana 16
EFFECTIVE DATE AND TERM. ...ttt eeneececcoseosascaoncnnsnns . 16
RATE COF PROSPECTING, DEVELOPMENT, AND PRODUCTION...... ee. 17
NONDISCRIMINATION. ¢t ceceacecvenocnnanons tessssanceca eess- 18
APPEARANCES .....veenvecanas et uesceesncsscna ceaaseecosesa 18
NOTICES..... ceeeevse ceerececrcanes s eesn e cessssessans . 18
NCO WAIVER OFF CERTAIN RIGHTDS. et erereeeacnanas caesteseeeans 18
EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY. 18
UNAVOIDABILE DELAY ittt ittt s e teietcenananoaceaseseascacncnnsas 1€
NON-JOINDER AND SUESEQUENT JOIMDER. .. i ittt neeunonncocennnn 19
COUNTERP AR S . 4 i ettt eectocnanascnsoaaasssanesesaansenseans ..12
JOINDER IN DUA.L CRAPACLTY 4t et et oeeceeensonesonsesranncsasaes 19
TRXES it ceneennnes W e e e et s e s easennseeca st ettt aceas e seacena 20
NO PARTHERSH I P .. it ittt eteeooenasocaeensncsscsnacaanenosea 20
NO SHARING OF MARKE T . i ittt ittt oeevuoesesoaeasosnanacasanns 20
STATUTCRY UNITICAT IO i i et eeeetonoencnssaanessnanes cer e .2

EXHIBIT "A" (MAP OF UNIT AREA)

EXHIBIT "B" (SCHELULE OF QOWNERSHIP)

EXHIBIT "C" (SCHEDULE OF TRACT PARTICIPATICN)
EXHIBIT "D" (THERE IS NO EXHIBIT “D")



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
CACTUS (QUEEN) UNIT
CHAVES COUNTY, NEW MEXICO

THIS ACREEMENT, entered into as of the lst day of November 1989 by and
petween the parties subscribing, ratifying, or consenting hereto, and herein
referred tc as the "parties hereto,"”

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, rcvalty, or
other oil and gas interests in the Unit Area subject to this Agreement; and

WHEREAS, THE Mineral Leasing Ac=t of Pebruary 25, 1920, 41 Stat. 437, as
amenced, 30 U.S5.C. Secs. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with
others, in collectively adopting and operating a cooperative or unit plan of
cevelopment or coperation of any o©il or gas pool, field, cr like area, or any
part thereof for the purpcse of more onroperly ccenserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to
be necessary or adviseble in the public interest; and

WHERZLS, THE Commissioner of Public Lands of the State of New Mexico is
authcrized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943, as
amended by Section 1 of Chapter 176, Laws of 1961) Chapter 19, Article 10,
Section 43, New Mexico Statutes 1978 Annotated), to consent to and approve the
development or operaticn of State lands under agreements made by lessees of
State land jointly or severally wizh other lessees where such agreements
provide for the unit operaticn or development of part of or all of any oil or
gas pool, field or area; and

WHEREAS, the Ccmmissicner of Public Lands of the State of New Mexico 1is
authorized by an act of the Legislature (Section 1, Chapter 88, Laws 1943, as
amended by Section 1, Chapter 162, Laws of 1951) (Chapter 19, Article 10,
Section 47, New Mexico Statutes 1978 Annotated) to amend with the approval of
lescee, evidenced by the lessee's execution of such agreement or otherwise,
any o0il and gas lease embracing State lands so that the length of the term of
said lease may coincide with the term of such agreements for the unit
operation and development of part or all of any o©il or gas pool, field or
area; and

WHEREAS, the Cil Conservation Division of the State of New Mexico
(hereinafter referred to as the "Divisionr") 1is authorized by an Act of the
Legislature (Chapter 72, Laws of 1935 as amenaed) (Chapter 70, Article 2,
Secticn 2 et seqg., New Mexico Statutes 1978 BAnnotated) to approve this
agreement and the conservation provisions hereof; and

WHEKEAS, the 0il Conservation Division of the Energy and Minerals
Department of the State of New Mexico 1s authorized by law {(Chapter 65,
Article 3 and Article 14, J.M.S. 1953 Annotated) to approve this Agreement and
the concervation provisions hereof; and



WHEREAS, the parties hereto hold sufficient interest in the Unit Area
covering the land hereinafter described to give reasonably effective control
of operzticns therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits c¢htainable through
develcrment ard cperation of the area subject to this Agreement undexr the
ternms, conditicrs, and limitations herein set forth;

110%W, THERZFORE, in consideration of the premises and the promises herein
contained, the parties hereto ccmmit to this Acreement their respective
interest in the below-cdefined Unit Area, and agree severally among themselves
as follows:

SECTICN 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

r 192G, as amended, supra, and &ll valid pertinent regulations,
including operating and urit plan regulations, heretofore issued thereunder or
wvalic, zZ=rzirent, and reasconable regulaticns hereafter issved thereunder are
accertea anc nmade a part of this Agreement as to Federal lands, provided such
regulaticns &re not inccnsistent with the terms of this Agreement; and as to
non-rederal lands, the c¢il and gas operating regulations in effect as o¢f the
Effective te hereof coverning drilling and producing operations, not
incensistent with the terms hereof or the laws of the state in which the
non-Federal land 1is lcocated, are hereby accepted and made a part of this
Agreemer.t.

L)
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SECTICN 2. UNIT AREA AWD DEFINITIONS. The area described by Tracts in
Exhibit "B" ana depicted on Exhibit "A" attached hereto is 320.00C acres, more
or less, in Chaves County, liew Mexico. Said land is described as follows:

Township 12 South, Range 31 East, N.M.P.M.
Secticn Z7: W3SE}, =iswi, SWisSwi
Secticn 34: NINWi, NWiNW}

For the purpose of the Agreement, the follcwing terms and expressicns as used
hereirn shall mean:

(a) "Land Commiscicner" is defined as the Commissioner of Public Lands
of the State of New Mexico.

(b} "Division" 1is defined as the 0il Conservation Division of the
Department OL Energy and Minerals of the State of New Mexico.

(c) "huthorized Officer" or "A.0." is any employee of the Bureau of Land
Management who has been delegated the required authority to act on kehalf of
the BLM.

(Q) "Secretary" 1is defined as the Secretary of the Interior of the
United States of America, or his duly authorized delegate.

(e) "Departrent”" is defined as the Department of the Interior of the
United States of America.



{£) “Proper BLM Office" is defined as the Bureau of Land lanagement
fice having jurisdiction cver the federal lands included in the Unit Area.

tth

~
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{g) "Unitized Formation" shall mean that interval uncdexrlying the Unit
Area, the vertical limits of which extend from an upper limit descriked as 50'
abcve the top of the Queen formation to a lower linit as the base of the Queen
formaticn; said limits having been previously found to occur at 2930
‘eet and 3100 feet, respectively in Yates Drilling Company's Doyal #1, located
660" FKL and 990' FEL of Section 34, Township 12 Scuth, Range 31 East.

(h) "Unitized Substances" are all o0il, ges, gaseous substances, sulphur

ined in dqas, condensate, distillate and all associated and constituent
icuid or liguefiable hydrocarbons, other than outside substances, within and
rrccuced frcem the Unitized Formation.

(i) "Tract" is each parcel of land¢ dJescribed as such and given a Tract
in Exhibit "B"

{j) "Tract Participation" is cdefined &s the percentage of participaticn
hown on Zxhibit "B" for allocating Unitized Substances to a Tract under this

(k) "Unit Participation" is the sum of the percentages chktained by
muitiplying the Working Interest of a Working Interest Owner in each Tract by
the Tract Participation of such Tract.

(1) "wWorking Interest" is the nright to search for, produce and acaquire
Unitized Substances whether held as an incident of ownership of mineral fee
simple title, under an oil and gas _ease, operating agreement, or otherwise
held, which interest is chargeable with and obligated to pay or bear, either
in cash or out of production, or otherwise, all or a portion of the cost of
drilling, develcping and producing the Unitized Substances from the Unitized
Formaticn and operations therecf hereunder. Provided that any royalty
interest created out of a working interest subsequent to the execution of this
Agreenent by the owner of the working intexest shall continue to be subject to
such working interest burdens and obligations.

{m) "Working Interest Owner" is any party hereto owning a Working
Interest, including a carried werkinc interest owner, holding an interest in
Unitized Substances by virtue of a lease, operating agreement, fee title or
ctherwise. The owner of o0il and gas rights that are free of lease or cther
instrument creating a Working Interest in another shall be regarded as a
Yiorking Irnterest Owner to the extent of seven-eichts (7/8) of his interest in
Unitized Substances, and as a Royalty Owner with respect to his remaining
one-eighth (1/8) interest therein.

(n) "Royalty Interest” or "Royalty" is an interest other than a Working
Interest in or right to receive a portion of *he Unitized Substances or the
proceeds therecf and includes the royvalty interest reserved by the lessor or
by an oil and gas lease and any overriding royalty interest, oil payment
interest, net profit contracts, or any other payment or burden which does not
carry with it the right to search for and produce unitized substances.



{o} "Royalty Owner" is the owner of a Royalty Interest.

(p} "Unit Cperating Agreement" 1is the agreement entered into by and
between the Unit Operator and the Working Interest Owners as provided in
Section 9, 1infra, and shall be styled "Unit Operating Agreement, Chaves
County, New lexico".

s Rights" is the right to explore, develop and operate
Area for the prcduction of Unitized Substances, or to
sroducticn so obtained or the proceeds thereof.

(r) "Cutside Substances” is ary substance obtained from any source other
than the Unitized Formation and injected into the Unitized Formation.

(s} "Unit Manager" 1is any person or corporation appointed by Working
Interest Cwners to perform the duties of the Unit Operator until the selection
and qualification of a successor Unit Operator as provided for in Secticn 7
hereo=Z.

{(t} "Unit Operator" is the party designated by Working Interest Owners
under the Unit Cperating &greement to conduct Unit Operations.
{u) "Unit Cperations" 1s any operation conducted pursuant to this

Agreement and the Unit Orperating Agreement.

{(v) "OUnit Eguipgment"” is all personal property, lease and well eguipment,
plants and other facilities and equiopment taken over or otherwise acquired for
the joint account Zor use in Unit Operations.

(w) "Unit Expense” is all ccst, expense, or indebtedness incurred by
Working Interest Cwners or Unit Operator pursuant to this Agreement and the
Unit Operating agreement Zor or cn acccunt of Unit Operations.

() "Effective Date" is the date Jdetermined in accordance with Section
24, or as redetermined in accordance with Section 39.

(y) "Unit Cunulative Production" is defined as the total number of
barrels produced through CJuly 31, 1989, from all tracts within the unit area
which are qualified under the terms of this agreement, as officially reported
to the Ccmmission.

SECTICN 3. EXHIBITS. Exhibit "&" attached hereto is a map showing the
Unit Area and the poundaries and incentitv of tracts and leases in said Unit
Area to the extent xnown %o the Unit Operator, Exhibit "B" attached hereto is
a schecdule showing, to the extent known to the Unit Operator the acreage
comprising each Tract, percentages and kind of ownership of o0il and gas
interest in all land in the Unit Area. Exhibit "C" attached hereto shows the
Tract Participaticn of eacn Tract in the Unit Area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
nereto as to the ownership of any interest other than such interest or
interecsts as are shown in sald map or schedule as owned by such party. There
is no Exhibit "D". Exhibits "A", "B" and "C" shall be revised by the Unit
Cperator whenever changes in the Unit Area render such revision necessary or
when requested by the Deputy, or the Land Commissioner, and not less than five
copies shall be filed with the Deputy, and three copies with the Land
Commissioner.

Py, .



SECTION 4. EXPANSICN. The above described Unit Area may, with the
approval of the A.0. and Land Commissioner, when practicable be expanded to
irclude therein any additional Tract or Tracts regarded as reasonably
necessary or advisable for the purposes of this Agreement provided however, in
such excansion there shall be no retroactive allocation or adjustment of Unit
Expense or of interests in the Unitized Substances produced, cr proceeds
tnher=o0i. Pursuant to Subsection (b), the Working Interest Owners may agree
upcn arn adjustment of investment by reason of the expansion. Such expansion
nall ze effected in the following manner:

&, The Working Interest Owrer or Owners of a Tract or Tracts desiring
to bring such Tract or Tracts into this unit, shall file an application
thersZcr with Unit Operator requesting such admission.

bo! Unit Operator shall circulate a notice of the proposed expansion to
each Working Interest Owner in the Unit Area and in the Tract proposed to be
inclucdsgd in the unit, setting out the basis fer admission, the Tract
Participation to be assigned to each Tract in the enlarced Unit Area and other
pertinent data. After negotiation (at Working Interest Owners' meeting or
otherwise) 1if at least three Working Interest Owners having in the aggregate
seventy-Iive percent (753%) of the Unit Participation then in effect have
agre=d *to inclusion of such Tract or Tracts in the Unit Area, then Unit
Operator shall:

(1) After obtaining prel:iminary concurrence by the A.0. and Land
Commissicner, prepare a notice of proposed expansion describing the
contemplated changes in the boundarizs of the Unit Area, the reason therefor,
the basis for admission of the additional Tract or Tracts, the Tract
Participation to be assigned thereto and the proposed effective date thereorf;
and

(2) Deliver copies of said notice to Land Commissioner, the A.O0. at
the Prcoper BLM Office, each Working Interest Owner and to the last kxnown
address of each lessee and lessor whose interests are affected, advising such
parties that thirty (30) days will be allowed for submission to the Unit
Operator of any objection to such proposed expansion; and

(3) File, upon the expiration of said thirty (30) day period as set
out in (2) immediately &above, with the Land Commissioner and Aa.0., the
following:

(i) Evidence of mailing said notice of expansion (ii) An
application for such expansion in sufficient number,
appropriate approval and distribution; and (iii) An
instrument containing the appropriate joinders in
compliance with the participation reguirements of
Section 14 (TRACTS QUALIIIED FOR PARTICIPATION) ond
Section 32 (NON=-JOINDER AUD SUBSEQUENT JCINDER), infra;
and (iv) a copy cf any objections received.

The expansion shall, after due consideration of all pertinent information
and approval by the Land Commissioner and the A.0., become effective as of the
date gprescribed in the notice thereof, preferably the first day cf the month
subsequent to the date of notice. The revised Tract Participation of the
respective Tracts included within the Unit Area prior to such enlargement
shall remain the same ratio one to another.

-5-



SECTION 5. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to
this agreement as to the Unitized Formation shall constitute land referred to
herein as "Unitized Land" or "Land Subject to this Agreement". All oil, gas,
gaseous substances, sulphur contained in gas, condensate, distillate, and all
associated and constituent liquid or liquefiable hydrocarbons produced from
the Unitized Formation underlying Un:.tized Land are unitized under the term of
this Agreement and herein are called "Unitized Substances.”

SECTION 6. UMIT OPERATCR. Yates Drilling Company, a New IMexico
corporation, 1s hereby designated as Unit Operator, and, by signing this
instrument as Unit Operator, it agrees and consents to accept the duties and
obligations of Unit Operator for the oreration, development, and production of
Unitized Substances as herein provided. Whenever reference is made herein to
the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as an owner of interest in Unitized Substances, and the term
"Working Interest Owner" when used herein shall include or refer to Unit
Operator as the owner cf a Working Interest when such an interest is owned by
it.

Unit Operator shall have a lien upon the interest of the owners of
Working Interests in the Unitized Land to the extent provided in the Unit
Operating Agreement.

SECTICN 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operatur shall
have the right to resign at any time, but such resignation shall not become
effective so as to release Unit Operator from the duties and obligations of
Unit Operator and terminate Unit Operator's rights as such for a period of six
(6) months after written notice of intenticn to resign has been given by Unit
Operator to all Working Interest Owners and the Deputy, and until all wells
are placed in a condition satisfactory for suspension or abandonment, or
operations, whichever is required by the Deputy, unless a new Unit Operator
shall have taken over and assumed the duties and obligations of Unit Operator
prior to the expiration of said period.

Unit Operator shall, upon default or failure to the performance of its
duties or obligations hereunder, be subject to removal of not less than eighty
percent (80%) of the committed Working Interest (on the basis of Unit
Participation) exclusive of any Working Interest owned by the Unit Operator.
Such removal shall be effective upon notice thereof to the Land Commissioner
and the A.O.

In all instances of resignation or removal, until a successor to Unit
Operator 1is selected and approved as hereinafter provided, the Working
Interest Owners shall be jointly responsible for the performance of the dutiecs
of Unit Operator and shall, not later than thirty (30) days before such
resignation or removal beccmes effective, appoint a Unit Manager to represent
them 1n any action to be taken hereurder.



The resignaticn or removal of Unit Operator under this Agreement shall
not terminate its right, title or interest as the owner of a Working Interest
or cther interest in Unitized Substances; but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver
possession of all wells, equipment, books and records, materials,
arpurtenances and any other assets used in conducting the Unit Operations and
cwned by the Working Interest Owners (including any and all data and
information which it might have gained or assembled by reason of its operation
oI the Uritized Land) to the new duly qualified successor Unit Operator or to
tie Unit Manager if no such new Unit Operator is elected, to be used for the
purpose oI conducting Unit Operaticns hereunder. Nothing herein shall be
censtrued as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells. Nothing herein contained shall be
construed to relieve or discharge any Unit Operator who resigns or is removed
sereurnder for any liability or duties accruing or performable by it prior
to the effective date of such resignation or removal.

SZCTICH 8., SUCCESSCR UNIT OPERATOR. ‘Vhenever the Unit Operator shall
tencer 1ts resignation as Unit Operator or shall be removed as hereinabove
croviced, the Working Interest COwners shall select a successor Unit Operator
in provided. Such selection shall not become effective until (a) a
Cnit Cgperator so selected shall accept 1in writing the duties and
responsibilities of Unit Operator; and (b) the selecticn shall have Leen
approved by the Land Commissioner and the A.O0. If no successor Unit Operator
cr Unit Manager 1is selected and qualified as herein provided, the Land
Ccmmissioner and/or the A.O., at their election, may declare this Agreement
terminated.

In selecting a successor Unit Ooserator, the affirmative vote of three cor
more Working Interest Cwners having a total of sixty-five percent (65%) or
more of the total Unit Participation shall prevail; provided that if any one
Working Interest Cwner has a Unit Participation of more than thirty-five
percent (35%), its negative vote or failure to vote shall not be regarded as
sufficient unless supported by the vote of one or more other Working Interest
Cwners having a total Unit Participation of at least five percent (5%). 1If
the Unit Operator who 1is removed votes only to succeed itself or fails to
vote, the successor Unit Cperator may be selected by the affirmative vote of
the owners of at least seventy-five percent (75%) of the Unit Participation
remaining after excluding the Unit Participation of Unit Operator so removed.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.
Costs and expenses incurred by Unit Operator in conducting Unit Operations
hereunder shall be paid, appocrtioned among, and borne by the Working Interest
Owners in accordance with the Unit Operating Agreement; however, no such Unit
Cperating Agreement shall be deemed either to modify anv of the te:ms and
conditions of this Unit Agreewent or to relieve the Unit Operator of any right

or cbligation established wunder this Agreement, and in case of any
inconsistency or conflict between this Agreement and the Unit Operating
Agreement, this Agreement shall prevail. Copies of any Unit Operating

Agreement executed pursuant to this Section shall be filed with the Land
Commissicner and with the A.O. at tha Proper BLM Orfice as required prior to
approval of this Agreement.



SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-
wise specifically provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto which are necessary or
convenient <for prospecting for, prcducing, storing, allocating, and dis-
tributing the Unitized Substances are hereby delegated to and shall be
exercised by the Unit Operator as herein provided. The parties hereto, to the
extent they have the right to do sc, grant to Unit Operator the use of brine
or water or both frcm any formation in and under the Unitized Land for
injection into the Unitized Formation. Upon request, acceptable evidence of
title to said rights shall be deposited with said Unit Operator and, together
with thils Agreement, shall constitute and define the rights, privileges, and
obligations of Unit Cperator. Nothing herein, however, shall be construed to
transier title to any land or to any lease or operating agreement, it being
understood that under this Agreement the Unit Operator, in its capacity as
Unit Operatcor, snall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

SECTION 11. ZALSZMENTE COR USE CF STUZRPACE.

(a) The parties -ereto, tc the extent of their rights and interests,
hereby grant to Working Interest Cwners the right to use as much of the
surface of the Unitizsd Land as may vreasonably be necessary for Unit
Operations and removal cI Unitized Substances therefrom; provided that nothing
herein shall be construed as leasing or otherwise conveying to Working
Interest Cwners a site Ior a water, gas injection, processing or other plant,
or campsite.

(b) Working Intercst Owners shall have and are hereby granted free use
of water from the Unitized Land for Unit Operations, except water from any
well, lake, pond, or irrigation ditch of a Royalty Owner.

(c) Working Interest Cwners shall pay the owner for damages to growing
crops, timber, fences, improvements, and structures on the Unit Area that
result from Unit Cperaticns.

SECTICN 12. PLAN CF OPERATIONS. It is recognized and agreed by the
parties hereto that all of the land subject to this BAgreement is reasonably
proved to be productive of Unitized Substances and that the object and purpose
of this Agreement is to formulate and to put into effect an improved recovery
project in order to effect additional recovery of Unitized Substances, prevent
waste and conserve natural resources. Unit Operator shall have the right to
inject into the Unitlzed Formation any substances for secondary recovery or
enhanced recovery purposes in accordance with a plan of operation approved by
the Working Interest Cwners, the A.0Q., the Land Commissioner and the Division,
including the right to drill and maintain injection wells on the Unitized Land
and completed in the Unitized Formation, and to use abandoned well or wells
producing from the Unitized Formation for said purpose. Subject to 1like
approval, the Plan of Operat:ion may be rovised as conditions may warrant.




The initial Plan cf Operation shall be filed with the A.0., the Land
Conmissioner and the Division concurrently with the filing of this Unit
Agreement for final approval. Said initial plan of operations and all
revisions thereof shall be as complete and adequate as the A.0., the Land
Commissioner and the Division may determine to be necessary for timely
operation consistent herewith. Upon approval of this Agreement and the
initial plan by the A.0. and Commissioner, said plan, and all subsequently
approved plans, shall constitute the operating obligations of the Unit
Operator under this Agreement for the period specified therein. Thereafter,

ron time to time before the expiraticn of any existing plan, the Unit
Operator shall submit for like approval a plan for an additional specified
veriod c¢f operations. After such operaticns are commenced, reascnable
diligence shall be exercised by the Unit Operator in complying with the
cbligations of the approved Plan of Operation.

Notwithstanding anything to the contrary herein corntained, should the
Unit Operator fail to commence Unit Operations for the secondary recovery of
Unititzed Substances from the Unit Area within eighteen (18) months after the
effective date of this Agrcement, or any extensicn thereof approved by the
A.0., this Agreement shall terrinate cutomatically as of the date of default.

SECTICON 13. TRACT PLRTICIPATION, In Exhibit "B" attached hereto there
are listed and numbered the various Tracts within the Unit Area, and set forth
opposite each Tract are figures which represent the Tract Participaticn,
during Unit Operations 1f all Tracts 1in the Unit Area qualify as provided
herein. The Tract Participation of each Tract as shown in Exhibit "B" was
determined in accordance with the fcllowing fornmula:

Tract Participation = Cumulative Primary Production - 73%
Criginal 0il in Place - 25%

Past Three Months Production = 2%

1C0%

In the event less than all Tracts are cualified on the Eiffective Date
hereof, the Tract Participation shall be calculated on the kasis of all such
gualified Tracts rathexr than all Tracts in the Unit Area.

SECTION 14. TRACTS QUALIFIED PFOR PARTICIPATION. On and after the
Effective Date hereof, the Tracts within the Unit Area which shall be entitled
to participation in the production c¢f Unitized Substances shall be those
Tracts more particularly described in Exhibit "B" that corner or have a cormon
boundary (Tracts separated only by a public road or a railroad right-of-way
shall be considered to have a ccmmon boundary), and that ctherwise qualify as
follows:




(a) Each Tract as to which Working Interest Owners owning cne hundred
percent (100%) of the Working Interest have become parties to this Agrzement
and as to which Royalty Owners owning seventy-five percent (75%) or more of
the Royalty Interest have become parties to this Agreement.

(b) Each Tract as to which Working Interest Owners owning one hundred
percent (100%) of the Working Interest have become parties to this Agreement,
and as to which Royalty Cwners owning less than seventy-five percent (75%) of
the Royalty Interest have beccme parties to this Agreement, and as to which
(1) the Working Interest Cwner who operates the Tract ard Working Interest
Owners owning at least seventy-Zive percent (75%) of the remaining Working
Interest in such Tract have joined in a request for the inclusion of such
Tract, and as to which (2) Working Interest Owners owning at least
seventy-five percent (75%) of the combined Unit Participation in all Tracts
that meet the requirements of Section 14(a) above have voted in favor of the
inclusion of such tract.

{(c) Each Tract as tc which Working Interest Owners owning less than cne
hundred percent (100%) of the %orking Interest have become parties to this
Agreement, regardless of the vercerntage of Royalty Interest therein that is
committed hereto; and as to which (1) the Working Interest Owner who operates
the Tract and Working Interest Cwner owning at least seventy-five percent
(75%) of the remaining %orking Interest in such Tract who have become parties
to this Agreement have joired in & request for inclusion of such Tract, and
have executed and delivered, cor obligated themselves to execute and deliver an
indemnity agreement indemnifying and agreeing to hold harmless the other
owners of committed Working Interests, their successors and assigns, against
all claims and demands that may ke made by the owners of Working Interest in
such Tract who are not parties to this Agreement, and which arise out of the
inclusion of the Tract; and as to which (2) Working Interest Owners owning at
least seventy-five percent (72%) of the Unit Participation in all Tracts that
meet the requirements of Section l4(a) and 14(b) have voted in favor of the
inclusion of such Tract and to accept the indemnity agreement. Upon the
inclusion of such a Tract, the Trzact Participations which would have &teen
attributed to the nonsubscribing cwners of Working Interest in such Tract, had
they become parties to this Agreemen:t and the Unit Operating Agreement, shall
be attributed to the Working Interest Cwners in such Tract who have become
parties to such agreement, and joined in the indemnity agreement, in
proportion to their respective Working Interests in the Tract.

1f on the Effective Date ¢f this Agreement there is any Tract or Tracts
which have not been effectively ccmmitted to or made subject to this Agreement
by qualifying as above crovicded, then such Tract or Tracts shall not be
entitled to participate hereunder. Unit Operator shall, when submitting this
Agreement for final apprcval by the Land Commissioner and the A.0., Zfile
therewith a schedule cf those tracts which have been committed and made
subject to this Agreement and are entitled to participate in Unitized
Substances. Said schedule shall set forth opposite each such committed Tract
the lease number or assignment number, the owner of record of the lease, and
the percentage participation of such tract which shall be computed according
to the participation formula set fcrth in Section 13 (Tract Participation)
above. This schedule of participation shall be revised Exhibit "B" and upon
approval thereof by the Land Commissicner and the A.0O., shall become a part of
this Agreement and shall govern the allocation of production of Unitized
Substances until a new schedule is approved by the Land Commissioner and A.O.
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SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized
Substances produced and saved (less, save and except any part of such Unitized
Substances used in conformity with good operating practices on unitized land
for c¢rilling, operating, camp and ozher production or development purposes and
for injection or unavoidable loss in accordance with a Plan of Operation
approved by the A.0. and Land Commissioner) shall be apportioned among and
allocated to the gualified Tracts in accordance with the respective Tract
Participations effective hereunder during the respective periods such Unitized
Substances were produced, as set forth in the schedule of participation in
Exhikit "B". The amount of Unitized Substances so allocated to each Tract,
and only that amount (regardless of whether it be more or less than the amount
0of +the actual production of Unitized Substances from the well or wells, 1if
any, cn such Tract) shall, for all intents, uses and purposes, be deemed to
nave —een produced from such Tract.

The Unitized Substances allocated to each Tract shall be distributed
amorc, or accounted for, to the parties entitled to share in the production
from such Tract in the same manner, in the same proporticns, and upon the same
ccnditions, as they would have participated and shared in the production from
such Tracts, or in the proceeds thereof, had this Agreement not been entered
into; and with the same legal force and effect.

No Tract committed to this Agreement and qualified Zor participation as
above provided shall be subsequently excluded from participation hereunder on
account of depletion of Unitized Substances.

If the Working Interest and/or the Royalty Interest in any Tract are
divided with respect to separate parcels or portions of such Tract and owned
now or hereafter in severalty by different persons, the Tract Participation
shall in the absence of a recordable instrument exXecuted by all owners in such
Tract and furnish to Unit Operator fixing the divisions of ownership, be
divided among such parcels or portions in proportion to the number of surface
acres 1in each.

SECTION 15.B. TAKING UNITIZED SUBSTANCES IN KIND. The Unitized
Substances allocated to each Tract shall be delivered in kind to the
respective parties entitled thereto by virtue of the ownership of oil and gas
rights therein. Each such party shall have the right to construct, maintain
and operate all necessary facilities for that purpose within the Unitized
Area, provided the same are so constructed, maintained and operated as not to
interfere with Unit Operations. Subject to Section 17 hereof, any extra
exgenditure incurred by Unit Operator by reason of the delivery in kind of any
portion of the Unitized Substances shall be borne by the party taking
delivery. In the event any Working Inte.est Owner shall fail to take or
otherwise adequately dispose of its proportionate share of the production from
+he Unitized Formation, then so long as such condition centinues, Unit
Cperator, for the Tract or Tracts concerned, and in order to avoid curtailing
the operacion of the Unit Area, may, but shall not be reguired to, sell or
otherwise dispose of such production to itself or to others, provided that all
contracts of sale by Unit Operator of any other party's share of Unitized
Substances shall be only for such reasonable periods of time as are consistent
with the minimum reeds of the industry under the circumstances, but in no
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event shall any such contract be for a period in excess of one year, and at
not less than the prevailing market price in the area for like production, and
the account of such Working Interest Owner shall be charged therewith as
having received such production. The net proceeds, if any, of the Unitized
Substances so disposed of by Unit Operator shall be paid to the Working
Interest Owner of the Tract or Tracts concerned. Notwithstanding the
foregoing, Unit Operator shall not make a sale into interstate commerce of anv
Working Interest Owner's share of gas production without first giving such
Working Interest Owner sixty (60) days' notice of such intended sale.

Any Working Interest Cwner receiving in kind or separately disposing of
all or any part of the Unitized Substances allocated to any Tract, or
receiving the proceeds therefrom if the same is sold or purchased by Unit
Operator, shall be responsible for the payment of all royalty, overriding
rovalty and production payments due thereon, and each such party shall hold
each other Working Interest Owner harmless against all claims, demands and

causes of action by owners of such royalty, overriding royalty and production
payments.

If, after the Effective 2late of this Agreement, there is any Tract or
Tracts that are subsequently ccmnitted hereto, as provided in Section 4
(Expansion) hereof, or any Tract or Tracts within the Unit Area not committed
hereto as of the Effective Date hereof but which are subsecuently committed
hereto under the provisions of Section 14 (Tracts Qualified fcr Participation)
and Section 32 (Nonjoinder and Subsequent Joinder); or iZ any Tract is
excluded from this Agreement as provided for in Section 21 (Loss of Title),
the schedule of participation as shown in Exhibit "B" shall be revised by the
Unit Operator; and the revised Exhibit "B", upon approval by the Land
Commissioner and the A.O., shall govern the allocation of production on and
after the effective date thereof until a revised schedule is approved as
hereinabove provided.

SECTION 16. OUTSIDE SUBSTANCES. If gas obtained Zrom formations not
subject to this Agreement is introduced into the Unitized Formation for use in
repressuring, stimulating of production or increasing ultimate recovery which
shall be in conformity with a Plan of Operation first aprroved by the Land
Commissioner and the A.0., a like amount of gas with appropriate deduction for
loss or depletion from any cause may be withdrawn from unit wells completed in
the Unitized Formation royalty free as to dry gas, but not rovalty free as to
the products extracted therefrom; provided that such withdrawal shall be at
such time as may be provided in the approved Plan of Operator or as otherwise
may ke consented to or prescribed by the Land Commissioner and the A.0. as
conforning to good petroleum engineering practices and provided further that
such right of withdrawal shall termirate on the terminaticn dJdate of this
Agreenent.

SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico and CUnited
States oI America and all Royalty Cwners who, under an existing contract, are
entitled to take in kind a share of the substances produced from any Tract
unitized hereunder, shall continue =zo be entitled toc such right to take in
kind their share of the Unitized Substauces allocated to such Tract, and Unit
Overatcr shall make deliveries of such Royalty share taken in kind in
conformity with the applicable contracts, laws and regulaticns. Settlenent

-12-



fcr Royalty not taken in kind shall be made by Working Interest Cwners
resgonsible therefor under existing contracts, laws and regulations on or
tefore the last day of each month for Unitized Substances produced during the
preceding calendar month; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease
obligaticns for the payment of any Royalty due under the leases, except that
such Royvalty shall be computed on Unitized Substances as allocated to each
Tract in accordance with the terms of this Agreement. With respect to Federal
leases committed hereto on which the royalty rate depends upon the daily
average production per well, such average production shall be determined in
accordance with the cperating regulations pertaining to Federal leases as
though the committed Tracts were included in a single consolidated lease.

Tf the amount of production or the proceeds therecf accruing to any
:0yalty Cwner (except the United States of America) in a Tract depends upon
he average production per well or the average pipeline runs per well from
such Tract during any period of time, then such production shall be determined
frem and after the eifective date hereof by dividing the gquantity of Unitized
Substances allocated hereunder to such Tract during such period of time by the
nunber of wells located thereon capable of producing Unitized Substances as of
the Effective Date hereof, provided that any Tract not having any well so
capaple of producing Unitized Substances on the Effective Date hereof shall be
ccnsidered as having one such well for the purpose of this provision.

)

ct

41l Royalty due the State of New Mexico and the United States of America
ard the other Royvalty Owners hereunder shall be computed and paid on the basis
of all Unitized Substances allocated to the respective Tract or Tracts
committed hereto, in lieu of actual production from such Tract or Tracts.

Wwith the exception of Federal and State requirement to the contrary,
Working Interest Owners may use or consume Unitized Substances for Unit
Operaticns and no Royalty, overriding royalty, production or other payments
shall be payable on account of Unitized Substances used, lost, or ccnsumed in
Unit COperations.

Zach 2oyalty Owner (other than the State of HNew Mexico and the United
States of America) that executes this Agreement represents and warrants that
it is the owner of a PRoyalty Interest in a Tract of Tracts within the Unit
Area as its interest appears in Exhibit "B" attached hereto. If any Rovalty
Interest in a Tract or Tracts should be lost by title failure or otherwise in
whole or in part, during the term of this Agreement, then the Royalty Interest
cf the rparty reprecenting himself to be the owner thereof shall be reduced
proporticnately and the 1interests of all parties shall be adjusted
accordingly.

SECTICH 18. RENTAL SETTLEMINT. Rentals or minimum Royalties due cn the
leases committee hereto shall be paid by Working Interest Owners responsible
therefor under existing contracts, laws and regulations provided that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum Royalty
in lieu thereof, due under their leases. Rental for lands of the State of New
Mexico subject to this Agreement shall be paid at the rate specified in the
respective leases from the State of New Mexico. Rental or nminimum Royalty for
lancds of the United States of America subject to this Agreement shall be paid
at the rate specified in the respective leases from the United States of
america, unless such rental or minimum Royalty is waived, suspended or reduced
by law or oy approval of the Secretary or his duly authorized representative.
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SECTION 19, CONSERVATION, Operations hereunder and production of
Unitized Substances shall be conducted to provide for the most economical and
efficient recovery of said substances without waste, as defined by or pursuant
to Federal and State laws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take all reascnable and
rrudent measures to prevent drainage of Unitized Substances from unitized land
by wells on land not subject to this Agreement.

The Unit Operator, upon approval by the Wcrking Interest Owners, the A.O.
and the Land Commissioner, is heresby empowered to enter into a borderline
agreement or agreements with working interest owners of adjoining lands not
subject to this Agreement with respect to operation in the border area for the
maximum economic recovery, conservation purposes and proper protection of the
parties and interest affected.

SECTION 21. LOSS CF TITLE. 1In the event title to any Tract of unitized
snall £fzi1l and the true owaer cannot be induced to Jjoin in this
Agreement, such Tract shall be autoratically regarded as not committed hereto,
and there shall be such readjustment of future costs and benefits as may be
required on account of the loss of such title. In the event of a dispute as
to title to any Royalty, Working Interest, or other interests subject thereto,
payment or delivery on account thereof may be withheld without liability for
interest until the dispute is firally settled; provided, that, as to State or
Federal lands or leases, no payments of funds due the United States or the
tate of New Mexico shall be witnheld, but such funds shall be deposited as
directed by the A.0. or Land Commissioner ({(as the case may be) to be held as
unearned noney pending final settlemznt of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

iland

F=

If the title or right of any party claiming the right to receive in kind
all or any portion of the Unitized Substances allocated to a Tract is in
dispute, Unit Operator at the direction of Working Interest Owners shall
either:

(a) require that the party to whom such Unitized Substances are
delivered to or whom the proceeds thereof are paid furnish security for the
proper accounting therefor to the rightful owner if the title or right of such
party fails in whole or in part, or

(b) withhold and market the portion of Unitized Substances with respect
to which title or right is in dispute, and impound the proceeds thereof until
such time as the title or right thereto is established by a final judgment of
a court of competent jurisdiction or otherwise to the satisfaction of Working
Interest Owners, whereupon the gproczeds as impounded shall be paid to the
party rightfully entitled thereto.

Each Working Interest Owner shall indemnify, hold harmless, and defend
all other Working Interest Owners against any and all claims by any party

against the interest attributed to such Working Interest Owner on Exhibit "B".

Unit Operator as such 1is relieved from any responsibility for any defect
cr failure of any title hereunder.
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SECTION 22: LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and other contracts
relating to exploration, drilling, development or operation 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 heret hereby
consent that the Secretary and the Land Commissiorer, respectively, shall and
by their approval hereof, or by the approval hereof by their duly authorized
representatives, do hereby establish, alter, change or revoke the drilling,
rroducing, rental, minimum Royalty and Royalty reqguirements of Federal and
State leases committed hereto and the regulations in respect thereto to
conform said requirements to the provisions of this Agreement

Without limiting the generality of the foregoing, all leases, subleases
and contracts are particularly modified in accordance with the following:

(a) The development and operaticn of lands subject to this Agreement
under the terms hereof snall be deemed full performance of all obligations for
development and operation with respect +to each Tract subject to this
Agreement, regardless of whether there is any development of any Tract of the
Unit Area, notwithstarding anything to the contrary in any lease, operating
agreement or other contract by and Lketween the parties hereto, or their
respective predecessors in interest, or any of then.

(b} Drilling, producing or improved recovery operations performed
hereunder shall be deemed to ke perZormed upon and for the benefit of each
Tract, and no lease shall be deemed to expire by reason of failure to drill or

EURY

produce wells situated cn the land therein embraced.

(c) Suspension of drilling or producing operations within the Unit Area
pursuant to direction or consent of the Land Commissioner and the A.0., or
their duly authorized representatives, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each Tract within the
Unitizec Area.

(d) Each lease, sublease, or contract relating to the exploration,
drilling, development, or cgeraticn for oil and gas which by its terms might
expire prior to the termination of this Agreement, is hereby extended beyond
any such term so provided therein, sc that it skall be continued in full force
and effect for and during the term of this Agreement.

(e) Any lease embracing lands of the State of New Mexico which is made
subject to this Agreement shall continue in force beyond the term provided
therein as to the lands cormitted hereto until the termination hereof.

(f) 2ny lease enbracing lands of the State of New Mexico having only a
pertion of its land committed heretc shall be segregated as to that portion
committed and that not committed, and the terms of such lease shall apply
separately to such segregated portiocns cormencing as of the Effective Date
herecf. Provided, however, that notwithstanding any of the provisions of this
Agreement to the contrary, such lease (including both segregated portions)
shall cont_nue in full force and effect beyond the term provided therein as to
all lands embraced in such lease 1f o0il ¢r cas 1is, or has heretofore been
discovered in paying quantities on some part of the lands embraced in such
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lease committed to this Agreement or, so long as a portion of the Unitized
Substances produced from the Unit Area is, under the terms of this Agreement,
ailocated to the portion of the lands covered by such lease committed to this
Agreement, or, at any time during the term hereof, as to any lease that is
then valid and subsisting and upon which the leases or the Unit Operator is
then engaged in bona fide drilling, reworking, or improved recovery operations
on any part of the lands embraced ir such lease, then the same as to all lands
embraced therein shall remain in full force and effect so long as such
operaticns are diligently prosecuted, and if they result in the production otf
ciil or cas, said lease shall continue in full force and effect as to gas in
paying cuantities 1is being produced from any portion of said lands.

(g) The segregation of any Federal lease committed to this Agreement is
governed by the following provision in the fourth paragraph of Section 17(3j)
cf the Minerazl Leasing Act, as amended by the Act of September 2, 1960 (74
Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed to any
such {unit) plan embracing lands that are in part within and in part ocutside
of the area covered by any such plan shall be segregated into separate leases
as to the léarnds 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 fcr the term thereof but for not
less than two years from the date of such segregation and so long thereafter
as oil cr gas is precduced in paying zuantities."

SECTION 23. COVENANTS RUN WITH LAND. The covenants herein shall ke
construed to ke covenants running with tne land with respect to the interest
of the parties hereto and their successors in interest until this Agreement
terminates, ard any grant, transfer or conveyance of interest in land or
leases subject hereto shall be and hereby is conditioned upon the assumption
of all privileges and obligations hereunder by the grantee, transferee or
other successor in interest. No assignment or transfer of any Working
Interest subject hereto shall be binding upon Unit Operator until the first
day of *he calendar month after Unit Operator is furnished with the original,
or acceptable photostatic or certified copy, of the recorded instrument or
transfer; and no assignment or transier of any Royalty Interest subject hereto
shall ke binding upon the Working Interest Owner responsible therefor until
the first day of the calendar month after said Working Interest Owner is
furnished with the original, or acceptable photostatic or certified copy, of
the recorded instrument or transfer.

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall become
binding upon each party who executes or vratifies 1t as of the date of
execution or ratification by such party and shall become effective on the
first day of the calendar mcnth next following the approval of this Agreement
by the A.0., the Land Commissiocner ard the Commission.

If this agreement does not become eifective on or before January 1, 1989
it shall ipso Zzcto expire on said date (hereinafter called "Expiration Date")
and thereafter be of no further fcrce or effect, unless prior thereto this
Agreement has been executed or ratified by Working Interest Owners owning a
combined Participation of at least seventy-five percent (75%); and at least
seventy~five percent (75%) of such Working Interest Owners comnmitted to this
Agreenent have decided to extend Expiration Date for a period not to exceed
one(l) year {(hereinafter called "Extended Expiration Date"). If Expiration
Date is so extended and this Agreement does not become effective on or before

Extended Expiration Date, it shall ipso facto expire on Extended Expiration
Date ar.d thereafter be of no further force and effect.
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Unit Operator shall file for record within thirty (30) days after the
Effective Date of this Agreement, ir. the office of the County Clerk of Chaves
County, New Mexico, where a counterpart of this Agreement has become effective
according to its terms and stating farther the effective date.

The terms of this Agreement shall be for and during the time that
Unitized Substances are produced from the unitized land and so long thereafter
as drilling, reworking or other operations (including improved recovery
operaticns) are prosecuted thereon without cessation of more than ninety (90)
consecutive days unless sconer terminated as herein provided.

This Agreement may be terminated with the approval c¢f the Land Commission
and the A.O. by Working Interest Owners owning eighty percent (80%) of the
Unit Participation then in effect whenever such Working Interest Owners
determine that Unit Cperations are no longer profitable, or in the interest of
conservation. Upon approval, such termination shall be effective as of the
first day of the month after said VWorking Interest Cwners' determination.
Notice of any such termination shall be filec by Unit Operator in the office
of the County Clerk of Chaves County, Utew Mexicc, within thirty (30) days of
the effective date of termination.

Upon termination of this Agreement, the parties hereto shall be governed
by the terms and provisions of the leases and contracts aifecting the separate
Tracts just as 1f this Agreement had never been entered into.

Notwithstanding any other provision in the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Owners a period of six
months after termination of this Agreement in which to salvage, sell,
distribute or otherwise dispose of the personal prorerty and facilities used
in connection with Unit Operations.

SECTION 25. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. All
production and the disposal thereof shall be in conformity with allocations
and quotas made or fixed by any duly authorized person or regulatory body
under any Federal or State status. The A.0. is hereby vested with authority
to alter or modify from time to time, in his discretion, the rate of
prospecting and development and within the limits made or fixed by the
Division to alter or modify the guantity ané rate of production under this
Agreement, such authority being hereby limited to alteration or modification
in the public interest, the purpose thereof ard the public interest to be
served thereby to be stated in the order of alteration or modification;
provided further, that no such alteration or modification shall be effective
as to any lands of the State of New Mexico as to the rate of prospecting and
development in absence of the specific written approval thereof by the Land
Commissioner as to any lands of the State cf YNew Mexico or privately-owned
Lands subject to this Agreement as to the cuant_ty and rate of production in
the absence of specific written approval thereof by the Division.

Powers in this Section vested in the A.C. shall only be exercised after
notice to Unit Operator and opportunity Zor hearing to be held not less than
Zifteen (15) days from notice, and thereafter subject to administrative arpeal
before becoming final.
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SECTION 26. NONDISCRIMINATION. Unit Operator in connection with the
performance of work under this Agreement relating to leases of the United
States, agrees to comply with all of the provisions of Section 202(1) to (7)
inclusive of Ixecutive Order 11246, (30 F.R. 12319), which are hereby
incorporated by reference in this Agreement.

SECTION 27. APPEARANCES. Unit Operator shall have the right to appear
for or on behalf of any interests affected hereby before the Land
Commissioner, the Department, and the Division, and to appeal from any order
issued under the rules and regulaticns of the Land Commissioner, the
Department or the Division, or to apply for relief from any of said rules and
regulations or in any proceedings relative to operations before the Land
Commissioner, the Department or the Division or any other legally constituted
authority; provided, however, that any other interested paerty shall also have
the right at his or its own expense to be heard in any such proceeding.

SECTION 28. NOTICES. All notices, demands, objections or statements
required hereunder to be given or rendered to the parties hereto shall be
deemed £fully given if made in writing and personally delivered to the party or
parties cr sent by postpaid certified or registered mail, addressed to such
party or parties at their last known address set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such other
address as any such party or parties may have furnished in writing to the
party serding the notice, demand or statement.

SECTION 29. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agreement
contained shall be construed as a waiver by any party hereto of the right to
assert any legal or constitutional right or defense as to the validity or
invalidity of any law of the State wherein said Unitized Lands are located, or
regulations issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to waive; provided,
however, eacn party hereto covenants that it will not resort to any action to
partition the unitized land or the Unit Equipment.

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY.

Each Working Interest Cwner has heretofore placed and used cn its Tract or
Tracts committed to this Agreement various well and lease eguipment and other
property, equipment and facilities. It is also recognized that additional
equipment and facilities may hereafzer be placed and used upon the Unitized
Land as now or hereafter constituted. Therefore, for all purposes to this
agreement, any such equipment shall be considered to be personal property and
not fixtures attached to realty. Accordingly, said well and lease equipment
and perscnal property 1is hereby severed from the mineral estates affected by
this hgreement, and it is agreed that any such equipment and personal property
shall be and remain personal property or the Working Interest Owners for all
purposes.

QT osr 2

SECUICH 21, UNAVOIDABLE DELAY. All obligations under this Agreement
requiring <the Unit Operator to ccmmence or continue improved recovery
operations or to operate on or produce Unitized Substances from any of the
lands covered by this Agreement shall be suspended while, but only so long as,
the Unit Cperator, desp.te the exercise of due care and diligence, is
prevented frecm complying with such obligations, in whole or in part, by
strikes, acts of God, Federal, State or municipal law or agency, unavoidable
accident, 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 similar to matters herein
enumerated or not.
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SECTION 32. NONJOIMDER AND SUBSEQUENT JOINDER. Joinder by any Royalty
Cwner, at any time, must be accompanied by appropriate joinder of the
corresponding Working Interest Cwner in order for the interest of such Royalty
Cwner to be regarded as effectively committed. Joinder to this Agreement by a
Working Interest Owner, at any time, must be accompanied by appropriate
joinder to the Unit Operating Agreement in order for such interest to be
regarded as effectively committed tc this Agreement.

Any oil or gas interest in the Unitized Formations not cormitted hereto

crior to submission of this Agreement to the Land Commissioner and the A.O.
for final approval may theeafter be committed hereto upon compliance with the
acplicable provisions of this Section and of Section 14 (Tracts Qualified for
Participation) hereo, at any time up to the Effective Date hereof on the same
zasis of Tract Participation as provided in Section 13, by the owner or owners
thereof subscribing, ratifying, or consenting in writing to this Acreement,
and 1I the interest is a Working Interest, by the cwner of such interest

subscribing also to the Unit Cperating Agreement.

is understood and agreed, however, that from and after the Effective
Date hereof the right of subsequent joinder as provided in this Section shall
be subject to such reguirements or approvals and on such basis as may be
agreed upon by Working Interest Owners owning not less than sixty-five percent
(65%) of the Unit Participation then in effect, and approved by the Land
Commissioner and A.0. Such subsequent joinder by a proposed Working Interest
Cwner nust be evidenced by his execution cr ratification of this Agreement and
the Unit Operating Agreement and, where State or Federal land is involved,
such joinder must be approved by the Land Commissioner or A.C. Such joinder
by a proposed Royalty Owner mnust be evidenced by his execution, ratification
or consent of this Agreement and must be consented to in writing by the
Working Interest Owner responsbile for the payment of any benefits that may
accrue hereunder in behalf of such proposed Royalty Owner. Except as may be
otherwise herein provided, subsequent Jjoinder to this Agreement shall be
effective as of the first day of the month following the filing with the Land
Commissioner and A.O. of duly executed counterparts of any and all documents
necessary to establish effective commitment of any Tract or interest to this
Agreement, unless objection to such joinder by the Land Commissicner or the
A.0., 1is duly made sixty (60) days after such filing.

P

SECTION 33. COUNTERPARTS. This Agreement may be executed in any number
cf counterparts, no one of which needs to be executed by all parties and may
be ratified or consented to by separate instrument in writing, specifically
referring hereto, and shall be binding upon all those parties who have
executed such & counterpart, ratificaticn or consent hereto with the same
force and effect as 1if all parties had signed the same document, and
regaréless of whether or not it is executed by all other parties owning or
~laiming an interest in the land within the described Unit Area. Furthernore,
this Agreement shall extend to and ke binding on the parties hereto, their
suaccesscrs, heirs and assigns.

SECTICN 34, JOINDER IN DUAL CAFACITY. Execution as herein provided by
any party as elther a Working Interest Owner or a Royalty Owner shall commit
all interests owned or controlled by such party; provided, that if the party

is the owner or a Working Interest, he must also execute the Unit Operating
Agreement.
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SECTION 35. TAXES. Each party hereto shall, for its own account, render
and pay 1its share of any taxes levied against or measured by the amount or
value of the Unitized Substances produced from the unitized land; provided,
however, that if it is required or if it be determined that the Unit Operator
or the several Working Interest Owners must pay or advance said taxes for the
account of the parties hereto, it is hereby expressly agreed that the parties
so paying or advancing said taxes shall be reimbursed therefor by the parties
hereto, including Royalty Owners, who may be responsible for the taxes on
their respective allocated share of said Unitized Substances. No taxes shall
be charged to the United States or to the State of New Mexico, nor to any
lessor who has a contract with a lessee which requires his lessee to pay such
taxes.

SECTION 36. NO PARTNERSHIP. The duties, obligations and liabilities of
the parties hereto are intended to be several and not joint or collective.
This Agreement is not intended to create, and shall not be construed to
create, an association or trust, or to impose a partnership duty, obligation
or liability with regard to any one or more of the parties hereto. Each party

hereto shall be individually respcasible for its own obligation as herein
provided.

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator shall
make a proper and timely gauge of all leases and other tanks within the Unit
Area in order to ascertain the amount of merchantable oil above the pipeline
cornection, in such tanks as of 7.00 a.m. on the Effective Date hereof. All
such o0il which has then been produced in accordance with established
allowables shall be and remain the property of the Working Interest Owner
entitled thereto, the same as 1f the wunit had not been formed; and the
responsible Working Interest Owner shall promptly remove said oil from the
unitized land. Any such oil not so remcved shall be sold by Unit Operator for
the account of such Working Interest Owners, subject to the payment of all
Royalty to Royalty Owners under the terms hereof. The o0il that is in excess
of the prior allowable of the wells from which it was produced shall be
regarded as Unitized Substances produced after Effective Date hereof.

1f, as of the Effective Date hereof, any Tract 1is over-produced with
respect to the allcwable of the wells on that Tract and the amount of
over-production has been sold or otherwise disposed of, such over-production
shall be regarded as a part of the Unitized Substances produced after the
Effective Date herecof and shall be charged to such Tract as having been
delivered to the parties entitled to Unitized Substances allocated to such
Tract.

SECTION 38. NO SHARING OF MARKET. This Agreement is not intended to
provide and shall not be construed tc provide, directly or indirectly, for any
cooperative refining, joint sale or marketing of Unitized Substances.

SECTICH 39. STATUTORY UNITIZATION. If and when Working Interest Owners
owning at least seventy-five percent (75%) Unit Participation and Royalty
Owners owning at least seventy-five percent (75%) Royalty Interest have become
parties to this Agreement or have approved this Agreement in writing and such
Working Interest Owners have also become parties to the Unit Operating
Agreement, Unit Operator may make application to the Division for statutory
unitization of the uncommitted interests pursuant to the Statutory Unitization
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Act (Chapter 65, Article 14, N.M.S. 1953 Annotated). If such application is
made and statutory unitization is approved by the Division, then effective as
of the date of the Division's order approving statutory unitization, this
Agreement and/or the Unit Operating Agreement shall automatically be revised
and/or amended in accordance with the following:

(1) Section 14 of this Agreement shall be revised by substituting for
the entire said section the following:

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and
after the Effective Date hereof, all Tracts within the Unit Area shall be
entitled to participation in the production of Unitized Substances."

) Section 24 of this Agreement shall be revised by substituting for
rst three paragraphs of said section the following:

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall
beccrme effective on the first day of the calendar month next following the
effective date of the Division's order approving statutory unitization upon
the terms and conditions of this Agreement, as amended (if any amendment is
necessarv) to conform to the Divisicn's order; approval of this Agreement, as
so amenced, by the Land Commissioner; and the A.O. and the filing by Unit
Operator of this Agreement or notice thereof for record in the office of the
County Clerk of Chaves County, New Mexico. Unit Operator shall not file this
Lgreement or ..otice thereof for record, and hence this Agreement shall not
become eZfective, unless within ninety (90) days after the date ali other
prereguisites for effectiveness of this Agreement have been satisfied, such
filing 1s approved by Working Interest Owners owning a combined Unit
Participation of at least cseventy-five (75%) as to all Tracts within the Unit
Area.

"Unit Operator shall, within thirty (30) days after the Effective Date of
this Agreement, file for record in the office of the County Clerk of Chaves
County, New Mexico, a certificate to the effect that this Agreement has become
effective in accordance with its terms, therein identifying the Division's
order aprroving statutory unitization and stating the Effective Date."

3. This Agreement and/or the Unit Operating Agreement shall be amended
in any and all respects necessary to conform to the Division's order approving
statutory unitization.

any and all amendments of this Agrecment an/or the Unit Operating
Agreement that are necessary to coaform said agreements to the Division's
order approving statutory unitiation shall be deemed to be hereby approved in
writing by the parties hereto without any necessity for further approval by
caid parties, except as follows:

(a) If any amendment of this Agreement has the effect of
reducing any Royalty Owner's participaticn in the prcduction of Unitized
Substances, such Royalty Owner shall not be deemed to have hereby approved the
amerded agreement without the necessity of further approval in writing by said
Royalty Cwner; and
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(b) If any amencment of this Agreement and/or the Unit
Operating Agreement has the effect of reducing any Working Interest Owner's
participation 3in the production of Unitized Substances or increasing such
Working Interest Owners share of Unit Expense, such Working Interest Owner
shall not be deemed to have hereby approved the amended agreements without the
necessity of further approval in writing by said Working Interest Owner.

Executed as of the day and year first above written.

YATES DRILLING COMPANY

By /(/WZ éh Zo

//’At <ii%jff><f§g? (E;)

Date of Execution:

November 6, 1989

TATE OF NEW MEXICO)
COUNTY OF  EDDY)

The foregoing instrument was acknowledged before me this 6th day of
November 1989, by Peyton Yates, Attorney-in-Fact for YATES DRILLING COMPANY,
a New lexico ccrporaticn, on behalf of said corporation.

My commission expires: ,éf9 tog 74L¢¢444£?

August 28, 1991 Notary Public
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Chaves
Basic
Serial No. & Royolty
Tract No.of Expiration Ownuelr &
Ho. bDuscription Acres  Date of FLease  Percentage
1 . T12S~R31E 40 NM-015807 Ush
Sec. 273 Hity 12.5%
SWisEkil
la. T12S-R31E 40 NM-0185607 uan
Sec. 27: o 12.5
uwisrel

EXuIipir "p"

To Unit Agreement
CACTUS QUEEN UNIT
County, New Mexico

vee of Record

Overriding
Royalty Ownur
Percentage

Working Interes

Phillips
etroleum Company
Succuessor in
Interest to
Aminceil USA, Tne,
1005

Phillips
Petroleum Company
Successor in
Interest to
Aminoil USA,
1009

Inc.

F. G. Breckenridge Yates bLrilling Company ~ S50%

.05% (PPT) Est., of Martin Yates I1X1 -« 25
Ftoile M. Bennctt Lillie M. Yates - 25
.45 (PpPI) Surface throuyh

W. G. Rocs Quuven Furmation

1.3125

G & P Exploration,

Inc.

1.3125

Phillips Petroleum

Cowmpaeny

3.1250

F. G. Breckenridge Yates Drilling Company - 50
.05 (pP1) Est. of Martin Yates 111 - 2§
Estovile M. Bennett Lillie M. Yates - 25

.45 (PPI) Surtace through
W. G. Ross Queen Formation
1.3125

G & I' Ixploration,

Inc.

1.3125

Phillips I'etroleum
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To Unit Agroement
CRCTUS QUEEN URNIT
Chaves County,

Tract tlo.of Lypiration owner &
I'n. Description Acres  Date of Toare Pereentage Lessee of Recor
P T12S-R31E 40 EM~025652 Usa Yates Drlg. Coo
Sec. 34: usp 12.5 Fst. of Martin
NEANW Yotes 111
Fita T125-R31E 40 - 0256521 Ush Yates hrlg. Colf
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NWiNwi Yates 111
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nvinel Yates 111
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PROPOSED
HORKING INTEREST UNIT
CHAVES CO., NM

EXHIBIT "C"

g {CUMULATIVE OIL PROD. {ORIGINAL DIL IN PLACE
! I THRY JULY 1989 (BBLS) IPRODUCTION (RALS) ! (BBLS) i
: WELLS j==== === Szzzz@rzszzzzzs{zssssssssssEs szszz==sss JUNIT PARTICIPATION
i \ AMOUNT  § FRACTIDN @ AMOUNT | FRACTION {  AMOUNT | FRACTIOM ¢
i1 iBarner fed, £ ! 23,829 0.26432% | 198 0.308892 ! 333,180 0.377038 | 0.29473%
i1 aiBarner Fed, 89 1 20,039 0.233375 1% 116 0.180967 | 27,416 0.031027 | 0.180148
12 Burkitt Fed. 830 6,105 Q.067720 1§ 7% 0.1L7005 158,740 0,179645 | 0.098163
12 aiNH/NW 35-125-T1F i 0 0.000000 | 0 0,000000 3 39,371 0.04453¢4 | 0.011137
i3 iDeluna Fed. R 12,805 0,142039 i 102 0.159126 | {56,188  Q.176757 | 0.151573
i3 iApache "27" §t. Bl : 19,818 0.217613 1 94 D.146686 120,037 0.135845 0.193622
19 aiApache "27° 5t. %2 ! 6,735 D.074930 | 36 0.087283 1 26,152 0.027331 1 0.063£52
13 biSW/SH 27-128-21F i 0 400000 G 0.000000 ¢ 24,347 0.,027780 ¢ 0.0069435
i 90,151 1.000000 641 1.000000 ! 883,631 1.000000 | 1.000000
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
CACTUS (QUEEN) UNIT
CHAVES COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the lst day of Novemker 1989 by and
between the parties subscribing, ratifying, or consenting hereto, and herein
referred to as the "parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or
other o0il and gas interests in the Unit Area subject to this Agreement; and

WHEREAS, THE Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal 1lessees and their
representatives to unite with each other, or Jjointly or separately with
others, in collectively adopting and operating a cooperative or unit plan of
development or operation of any oil or gas pool, field, or like area, or any
part thereof fcr the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to
be necessary or advisable in the public interest; and

WHEREAS, THE Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943, as
amended by Section 1 of Chapter 176, Laws of 1961) Chapter 19, Article 10,
Section 45, New Mexico Statutes 1978 Annotated), to consent to and approve the
development or operation of State larnds under agreements made by lessees of
State land jointly or severally wita other lessees where such agreements
provide for the unit operation or development of part of or all of any oil or
gas pool, field or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943, as
amended by Section 1, Chapter 162, Laws of 1951) (Chapter 19, Article 10,
Section 47, New Mexico Statutes 1978 Annotated) to amend with the approval of
lessee, evidenced by the lessee's execution of such agreement or otherwise,
any oil and gas lease embracing State lands so that the length of the term of
said lease may coincide with the term of such agreements for the unit
operation and development of part or all of any o0il or gas pool, field or
area; and

WHEREAS, the O0il Conservation Division of the State of New Mexico
(hereinafter referred to as the "Divisicn") is authorized by an Act of the
Legislature (Chapter 72, Laws of 1935 as amended) (Chapter 70, Article 2,
Section 2 et seq., New Mexico Statutes 1978 Annotated) to approve this
Agreement and the conservation provisions hereof; and

WHEREAS, the 0il Conservation Division of the Energy and Minerals
Department of the State of New Mexico 1is authorized by law (Chapter 65,
Article 3 and Article 14, N.M.S. 1953 Annotated) to approve this Agreement and
the conservation provisions hereof; and



WHEREAS, the parties hereto hold sufficient interest in the Unit Area
covering the land hereinafter described to give reasonably effective control
of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits 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
interest in the below-defined Unit Area, and agree severally among themselves
as follows:

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

SECTION 2. UNIT AREA AND DEFINITIONS. The area described by Tracts in
Exhibit "B" and depicted on Exhibit "A" attached hereto is 560.00 acres, more
or less, in Chaves County, New Mexico. Said land is described as follows:

Township 12 South, Range 31 East, N.M.P.M.
Section 26: SWiSWi

Section 27: SE%, EiSWi, SWiswi

Section 34: NiINE}, SEiNE}, NiNW}

Section 35: NWiNW3}

For the purpose of the Agreement, the following terms and expressions as used
herein shall mean:

(a) "Land Commissioner" is defired as the Commissioner of Public Lands
of the State of New Mexico.

(b) "Division" is defined as the 0il Conservation Division of the
Department of Energy and Minerals of the State of New Mexico.

(c) "Authorized Officer" or "A.0." is any employee of the Bureau of Land
Management who has been delegated the required authority to act on behalf of
the BLM.

(d) "Secretary" is defined as the Secretary of the Interior of the
United States of America, or his duly authorized delegate.

(e) "Department" is defined as the Department of the Interior of the
United States of America.
—-2—



(£) "Proper BLM Office" is defined as the Bureau of Land Management
office having jurisdiction over the federal lands included in the Unit Area.

(g) "Unitized Formation" shall mean that interval underlying the Unit
Area, the vertical limits of which extend from an upper limit described as 50'
abcve the top of the Queen formation to a lower limit as the base of the Queen
formaticn; said limits having been previously found to occur at 2930
feet and 3100 feet, respectively in Yates Drilling Company's Doyal #1, located
660' FNL and 990' FEL of Section 34, Township 12 South, Range 31 East.

(h) "Unitized Substances" are all oil, gas, gaseous substances, sulphur
contained in gas, condensate, distillate and all associated and constituent
liquid or liquefiable hydrocarbons, other than outside substances, within and
prcduced from the Unitized Formation.

(i) "Tract" is each parcel of land described as such and given a Tract
number in Exhibit "B"

(3} "Tract Participation” is defined as the percentage of participation
shown on Exhibit "B" for allocating Uaitized Substances to a Tract under this
Agreenent.

(k) "Unit Participation" 1is the sum of the percentages obtained by
multiplying the Working Interest of a Working Interest Owner in each Tract by
the Tract Participation of such Tract.

(1) "“"Working Interest™ is the right to search for, produce and acgquire
Unitized Substances whether held as an incident of ownership of mineral fee
simple title, under an oil and gas lease, operating agreement, or otherwise
held, which interest is chargeable with and obligated to pay or bear, either
in cash or out of production, or otherwise, all or a portion of the cost of
drilling, develcping and producing the Unitized Substances frem the Unitized
Formaticn and operations thereof hereunder. Providea that any royalty
interest created out of a working interest subsequent to the execution of this
Agreenent by the owner of the working interest shall continue to be subject to
such working interest burdens and obligations.

{m) "Working Interest Owner" 1is any party hereto owning a Working
Interest, including a carried working interest owner, hclding an interest in
Unitized Substances by virtue of a lease, operating agreement, fee title or
otherwise. The owner of o0il and gas rights that are free of lease or other
instrument creating a Working Interest in another shall be regarded as a
Working Interest Owner to the extent of seven-eights (7/8) of his interest in
Unitized Substances, and as a Royalty Owner with respect to his remaining
one-eighth (1/8) interest therein.

{n) "Royalty Interest" or "Royalty® is an interest other than a Working
Interest in or right to receive a portion of *the Unitized Substances or the
proceeds therecf and includes the royalty interest reserved by the lessor or
by an o0il ané gas lease and any overriding royalty interest, oil payment
interest, net profit contracts, or any other payment or burden which does not
carry with it the right to search for and produce unitized substances.
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(0} "Royalty Owner" is the owner of a Royalty Interest.

(p) "Unit Operating Agreement” 1is the agreement entered into by and
between the Unit Operator and the Working Interest Owners as provided in
Section 9, infra, and shall be styled "Unit Operating Agreement, Chaves
County, New Mexico".

(g) ™0il and Gas Rights" is the right to explore, develop and operate
lands within the Unit Area for the production of Unitized Substances, or to
share in the producticn so obtained or the proceeds thereof.

(r) '"Outside Substances" is any substance obtained from any source other
than the Unitized Formation and injected into the Unitized Formation.

(s) "Unit Marager" 1is any person or corporation appointed by Working
Interest Owners to perform the duties of the Unit Operator until the selection
and qualification of a successor Unit Operator as provided for in Section 7
hereof.

(t) "Unit Operator" is the party designated by Working Interest Owners
under the Unit Operating Agreement to conduct Unit Operations.

(u) "Unit Operations" 1is any operation conducted pursuant to this
Agreement and the Unit Operating Agreement.

{(v) "Unit Equipment" is all personal property, lease and well equipment,
plants and other facilities and equipment taken over or otherwise acquired for
the joint account for use in Unit Operations.

(w) "Unit Expense" is all cost, expense, or indebtedness incurred by
Working Interest Owners or Unit Operator pursuant to this Agreement and the
Unit Operating Agreement for or on account of Unit Operations.

(x) "Effective Date" is the date determined in accordance with Section
24, or as redetermined in accordance with Section 39.

(y) "Unit Cumulative Production" is defined as the total number of
barrels produced through July 31, 1989, from all tracts within the unit area
which are qualified under the terms of this agreement, as officially reported
to the Commission.

SECTION 3. EXHIBITS. Exhibit "A" attached hereto is a map showing the
Unit Area and the boundaries and indentity of tracts and leases in said Unit
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
comprising each Tract, percentages and kind of ownership of o©il and gas
interest in all land in the Unit Area. Exhibit "C" attached hereto shows the
Tract Participation of each Tract in the Unit Area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest or
interests as are shown in said map or schedule as owned by such party. There
is no Exhibit "D". Exhibits "A", "B" and "C" shall be revised by the Unit
Operator whenever changes in the Unit Area render such revision necessary or
when requested by the Deputy, or the Land Commissioner, and not less than five
copies shall be filed with the Deputy, and three copies with the Land
Commissioner.
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SECTION 4. EXPANSION. The above described Unit Area may, with the
approval of the A.O0. and Land Commissioner, when practicable be expanded to
include therein any additional Tract or Tracts regarded as reasonably
necessary or advisable for the purposes of this Agreement provided however, in
such expansion there shall be no retroactive allocation or adjustment of Unit
Expense or of interests in the Unitized Substances produced, or proceeds
thereof. Pursuant to Subsection (b), the Working Interest Owners may agree
upon an adjustment of investment by reason of the expansion. Such expansion
shall be effected in the following manner:

(a) The Working Interest Owner or Owners of a Tract or Tracts desiring
to bring such Tract or Tracts into this wunit, shall file an application
therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice of the proposed expansion to
each Working Interest Owner in the Unit Area and in the Tract proposed to be
included in the wunit, setting out the basis for admission, the Tract
Participation to be assigned to each Tract in the enlarged Unit Area and other
pertinent data. After negotiation (at Working Interest Owners' meeting or
otherwise) if at least three Working Interest Owners having in the aggregate
seventy-five percent (75%) of the Unit Participation then in effect have
agreed to inclusion of such Tract or Tracts in the Unit Area, then Unit
Operator shall:

(1) After obtaining preliminary concurrence by the A.0. and Land
Commissioner, prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the Unit Area, the reason therefor,
the basis for admission of the additional Tract or Tracts, the Tract
Participation to be assigned thereto and the proposed effective date thereof;
and

(2) Deliver copies of said notice to Land Commissioner, the A.O. at
the Proper BLM Office, each Working Interest Owner and to the last known
address of each lessee and lessor whose interests are affected, advising such
parties that thirty (30) days will be allowed for submission to the Unit
Operator of any objection to such proposed expansion; and

(3) File, upon the expiration of said thirty (30) day period as set
out in {(2) immediately above, with the Land Commissioner and A.0O., the
following:

(1) Evidence of mailing said notice of expansion {ii) An
application for such expansion in sufficient number,
appropriate approval and distribution; and (iii) An
instrument containing the appropriate joinders in
compliance with the participation requirements of
Section 14 (TRACTS QUALIFIED FOR PARTICIPATION) and
Section 32 (NON-JOINDER AND SUBSEQUENT JOINDER), infra;
and (iv) a copy of any objections received.

The expansion shall, after due consideration of all pertinent information
and approval by the Land Commissioner aznd the A.0., become effective as of the
date prescribed in the notice thereof, preferably the first day of the month
subsequent to the date of notice. The revised Tract Participation of the
respective Tracts included within the Unit Area prior to such enlargement
shall remain the same ratio one to another.
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SECTION 5. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to
this agreement as to the Unitized Formation shall constitute land referred to
herein as "Unitized Land" or "Land Subject to this Agreement". All oil, gas,
gaseous substances, sulphur contained in gas, condensate, distillate, and all
associated and constituent liquid or liquefiable hydrocarbons produced from
the Unitized Formation underlying Unitized Land are unitized under the term of
this Agreement and herein are called "Unitized Substances."

SECTION 6. UNIT OPERATOR. Yates Drilling Company, a New Mexico
corporation, is hereby designated as Unit Operator, and, by signing this
instrument as Unit Operator, it agrees and consents to accept the duties and
obligations of Unit Operator for the operation, development, and production of
Unitized Substances as herein provided. Whenever reference is made herein to
the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as an owner of interest in Unitized Substances, and the term
"Working Interest Owner" when used herein shall include or refer to Unit
Operator as the owner of a Working Interest when such an interest is owned by
it.

Unit Operator shall have a lien upon the interest of the owners of
Working Interests in the Unitized Land to the extent provided in the Unit
Operating Agreement.

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the right to resign at any time, but such resignation shall not become
effective so as to release Unit Operator from the duties and obligations of
Unit Operator and terminate Unit Operator's rights as such for a period of six
(6) months after written notice of intention to resign has been given by Unit
Operator to all Working Interest Owners and the Deputy, and until all wells
are placed in a condition satisfactory for suspension or abandonment, or
operations, whichever is required by the Deputy, unless a new Unit Operator
shall have taken over and assumed the duties and obligations of Unit Operator
prior to the expiration of said period.

Unit Operator shall, upon default or failure to the performance of its
duties or obligations hereunder, be subject to removal of not less than eighty
percent (80%) of the committed Working Interest (on the basis of Unit
Participation) exclusive of any Workirg Interest owned by the Unit Operator.
Such removal shall be effective upon notice thereof to the Land Commissioner
and the A.0.

In all instances of resignation or removal, until a successor to Unit
Operator 1is selected and approved as hereinafter provided, the Working
Interest Owners shall be jointly responsible for the performance of the duties
of Unit Operator and shall, not later than thirty (30) days before such
resignation or removal becomes effective, appoint a Unit Manager to represent
them in any action to be taken hereunder.



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 deliver
possession of all wells, equipment, books and records, materials,
appurtenances and any other assets used in conducting the Unit Operations and
owned by the Working Interest Owners (including any and all data and
information which it might have gained or assembled by reason of its operation
of the Unitized Land) to the new duly qualified successor Unit Operator or to
the Unit Manager if no such new Unit Operator is elected, to be used for the
purpose of conducting Unit Operations hereunder. Nothing herein shall be
construed as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells. Nothing herein contained shall be
construed to relieve or discharge any Unit Operator who resigns or is removed
hereunder for any liability or duties accruing or performable by it prior
to the effective date of such resignation or removal.

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender its resignation as Unit Operator or shall be removed as hereinabove
provided, the Working Interest Owners shall select a successor Unit Operator
as herein provided. Such selection shall not become effective until (a) a
Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator; and (b) the selection shall have been
approved by the Land Commissioner and the A.O. If no successor Unit Operator
or Unit Manager is selected and qualified as herein provided, the Land
Commissioner and/or the A.0., at their election, may declare this Agreement
terminated.

In selecting a successor Unit Operator, the affirmative vote of three or
more Working Interest Owners having a total of sixty-five percent (65%) or
more of the total Unit Participation shall prevail; provided that if any one
Working Interest Owner has a Unit Farticipation of more than thirty-five
percent (35%), its negative vote or failure to vote shall not be regarded as
sufficient unless supported by the vote of one or more other Working Interest
Owners having a total Unit Participation of at least five percent (5%). 1If
the Unit Operator who is removed votes only to succeed itself or fails to
vote, the successor Unit Operator may be selected by the affirmative vote of
the owners of at least seventy-five percent (75%) of the Unit Participation
remaining after excluding the Unit Participation of Unit Operator so removed.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

Costs and expenses incurred by Unit Operator in conducting Unit Operations
hereunder shall be paid, apportioned amocng, and borne by the Working Interest
Owners in accordance with the Unit Operating Agreement; however, no such Unit
Operating Agreement shall be deemed either to modify any of the terms and
conditions of this Unit Agreement or to relieve the Unit Operator of any right
or obligation established under this Agreement, and in case of any
inconsistency or conflict between this Agreement and the Unit Operating
Agreement, this Agreement shall prevail. Copies of any Unit Operating
Agreement executed pursuant to this Section shall be filed with the Land
Commissioner and with the A.O. at the Proper BLM Office as required prior to
approval of this Agreement.




SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-
wise specifically provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto which are necessary or
convenient for prospecting for, precducing, storing, allocating, and dis-
tributing the Unitized Substances are hereby delegated toc and shall be
exercised by the Unit Operator as herein provided. The parties hereto, to the
extent they have the right to do so, grant to Unit Operator the use of brine
or water or both from any formation in and under the Unitized Land for
injection into the Unitized Formation. Upon request, acceptable evidence of
title to said rights shall be deposited with said Unit Operator and, together
with this Agreement, shall constitute and define the rights, privileges, and
obligations of Unit Operator. Nothing herein, however, shall be construed to
transfer title to any land or to any lease or operating agreement, it being
understood that wunder this Agreement the Unit Operator, in its capacity as
Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

SECTION 11. EASEMENTS OR USE OF SURFACE.

(a) The parties hereto, to the extent of their rights and interests,
hereby grant to Working Interest Owners the right to use as much of the
surface of the Unitized Land as mnay reasonably Dbe necessary for Unit
Operations and removal of Unitized Substances therefrom; provided that nothing
herein shall be construed as leasing or otherwise conveying to Working
Interest Owners a site for a water, gas injection, processing or other plant,
or campsite.

(b) Working Interest Owners shall have and are hereby granted free use
of water from the Unitized Land for Unit Operations, except water from any
well, lake, pond, or irrigation ditch of a Royalty Owner.

{c) Working Interest Owners shall pay the owner for damages to growing
crops, timber, fences, improvements, and structures on the Unit Area that
result from Unit Operations.

SECTION 12. PLAN OF OPERATIONS. It is recognized and agreed by the
parties hereto that all of the land subject to this Agreement is reasonably
proved to be productive of Unitized Substances and that the object and purpose
of this Agreement is to formulate and to put into effect an improved recovery
project in order to effect additional recovery of Unitized Substances, prevent
waste and conserve natural resources. Unit Operator shall have the right to
inject into the Unitized Formation any substances for secondary recovery or
enhanced recovery purposes in accordance with a plan of operation approved by
the Working Interest Owners, the A.0., the Land Commissioner and the Division,
including the right to drill and maintain injection wells on the Unitized Land
and completed in the Unitized Formation, and to use abandoned well or wells
producing from the Unitized Formation for said purpose. Subject to 1like
approval, the Plan of Operation may be revised as conditions may warrant.




The initial Plan of Operation shall be filed with the A.O., the Land
Commissioner and the Division concurrently with the filing of this Unit
Agreement for final approval. Sai¢ initial plan of operations and all
revisions thereof shall be as complete and adequate as the A.0., the Land
Commissioner and the Division may determine to be necessary for timely
operation consistent herewith. Upon approval of this BAgreement and the
initial plan by the A.0. and Commissioner, said plan, and all subsegquently
approved plans, shall constitute the operating obligations of the Unit
Operator under this Agreement for the period specified therein. Thereafter,
from time to time before the expiration of any existing plan, the Unit
Operator shall submit for like approval a plan for an additional specified
period of operations. After such operations are commenced, reasonable
diligence shall be exercised by the Unit Operator in complying with the
obligations of the approved Plan of Opesration.

Notwithstanding anything to the contrary herein contained, should the
Unit Operator fail to commence Unit Operations for the secondary recovery of
Unititzed Substances from the Unit Area within e:ghteen (18) months after the
effective date of this Agreement, or any extension thereof approved by the
A.0., this Agreement shall terminate automatically as of the date of default.

SECTION 13. TRACT PARTICIPATICN. In Exhibit "B" attached hereto there
are listed and numbered the various Tracts within the Unit Area, and set forth
opposite each Tract are figures which represent the Tract Participation,
during Unit Operations if all Tracts in the Unit Area gualify as provided
herein. The Tract Participation of each Tract as shown in Exhibit "B" was
determined in accordance with the fcllowing formula:

Tract Participation = Cumulative Primary Production - 70%
Original Oil in Place - 25%

Past Three Months Production - 5%

160%

In the event less than all Tracts are qualified on the Effective Date
hereof, the Tract Participat.on shall be calculated on the basis of all such
qualified Tracts rather than all Tracts in the Unit Area.

SECTION 14. TRACTS QUALIFIED FOR PARTICLPATION. On and after the
Effective Date hereof, the Tracts within the Unit Area which shall be entitled
to participation in the production of Unitized Substances shall be those
Tracts more particularly described in Exhibit "B" that corner or have a common
boundary (Tracts separated only by a public recad or a railroad right~of-way
shall be considered to have a common boundary), and that otherwise qualify as
follows:




{a) Each Tract as to which Working Interest Owners owning one hundred
percent (100%) of the Working Interest have become parties to this Agreement
and as to which Royalty Owners owning seventy-five percent (75%) or more of
the Royalty Interest have become parties to this Agreement.

(b) Each Tract as to which Working Interest Owners owning one hundred
percent (100%) of the Working Interest have become parties to this Agreement,
and as to which Royalty Owners owning less than seventy-five percent (75%) of
the Royalty Interest have become parties to this Agreement, and as to which
(1) the Working Interest Owner who ocperates the Tract and Working Interest
Owners owning at least seventy-five percent (75%) of the remaining Working
Interest in such Tract have joined in a request for the inclusion of such
Tract, and as to which (2) Working Interest Owners owning at least
seventy-five percent (75%) of the combined Unit Participation in all Tracts
that meet the requirements of Section 14(a) above have voted in favor of the
inclusion of such tract.

(c) Each Tract as to which Working Interest Owners owning less than one
hundred percent (100%) of the Working Interest have become parties to this
Agreement, regardless of the percentage of Royalty Interest therein that is
committed hereto; and as to which (1) the Working Interest Owner who operates
the Tract and Working Interest Owner owning at least seventy-five percent
(75%) of the remaining Working Interest in such Tract who have become parties
to this Agreement have joined in a request for inclusion of such Tract, and
have executed and delivered, or obligated themselves to execute and deliver an
indemnity agreement indemnifying and agreeing to hold harmless the other
owners of committed Working Interests, their successors and assigns, against
all claims and demands that may be made by the owners of Working Interest in
such Tract who are not parties to this Agreement, and which arise out of the
inclusion of the Tract; and as to which (2) Working Interest Owners owning at
least seventy-five percent (75%) of the Unit Participation in all Tracts that
meet the requirements of Section 14(a) and 14(b) have voted in favor of the
inclusion of such Tract and to accept the indemnity agreement. Upon the
inclusion of such a Tract, the Tract Participations which would have been
attributed to the nonsubscribing owners of Working Interest in such Tract, had
they become parties to this Agreement and the Unit Operating Agreement, shall
be attributed to the Working Interest Owners in such Tract who have become
parties to such agreement, and joined in the indemnity agreement, in
proportion to their respective Working Interests in the Tract.

If on the Effective Date of this Agreement there is any Tract or Tracts
which have not been effectively committed to or made subject to this Agreement
by qualifying as above provided, then such Tract or Tracts shall not be
entitled to participate hereunder. Unit Operator shall, when submitting this
Agreement for final apprcoval by the Land Commissioner and the A.0., file
therewith a schedule of those tracts which have been committed and made
subject to this Agreement and are entitled to participate in Unitized
Substances. Said schedule shall set forth opposite each such committed Tract
the lease number or assignment number, the owner of record of the lease, and
the percentage participation of such tract which shall be computed according
to the participation formula set forth in Section 13 (Tract Participation)
above. This schedule of participation shall be revised Exhibit "B" and upon
approval thereof by the Land Commissioner and the A.O., shall become a part of
this Agreement and shall govern the allocation of production of Unitized
Substances until a new schedule is approved by the Land Commissioner and A.O.
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SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized
Substances produced and saved (less, save and except any part of such Unitized
Substances used in conformity with good operating practices on unitized land
for drilling, operating, camp and other production or development purposes and
for injection or unavoidable loss in accordance with a Plan of Operation
approved by the A.O0. and Land Commissioner) shall be apportioned among and
allocated to the qualified Tracts in accordance with the respective Tract
Participations effective hereunder during the respective periods such Unitized
Substances were produced, as set forth in the schedule of participation in
Exhibit "B". The amount of Unitized Substances so allocated to each Tract,
and only that amount (regardless of whether it be more or less than the amount
of the actual production of Unitized Substances from the well or wells, if
any, on such Tract) shall, for all intents, uses and purposes, be deemed to
have been produced from such Tract.

The Unitized Substances allocated to each Tract shall be distributed
among, or accounted for, tc the parties entitled to share in the production
from such Tract in the same manner, in the same proportions, and upon the same
conditions, as they would have participated and shared in the production from
such Tracts, or in the proceeds thereof, had this Agreement not been entered
into; and with the same legal force and effect.

No Tract committed to this Agreement and gqualified for participation as
above provided shall be subsequently excluded from participation hereunder on
account of depletion of Unitized Substances.

If the Working Interest and/or the Royalty Interest in any Tract are
divided with respect to separate parcels or portions of such Tract and owned
now or hereafter in severalty by different persons, the Tract Participation
shall in the absence of a recordable instrument executed by all owners in such
Tract and furnish to Unit Operator fixing the divisions of ownership, be
divided among such parcels or portions in proportion to the number of surface
acres in each.

SECTION 15.B. TAKING UNITIZEC SUBSTANCES IN KIND. The Unitized
Substances allocated to each Tract shall be delivered in kind to the
respective parties entitled thereto by virtue of the ownership of oil and gas
rights therein. Each such party shall have the right to construct, maintain
and operate all necessary facilities for that purpose within the Unitized
Area, provided the same are so constructed, maintained and operated as not to
interfere with Unit Operations. Subject to Section 17 hereof, any extra
expenditure incurred by Unit Operator by reason of the delivery in kind of any
portion of the Unitized Substances shall be borne by the party taking
delivery. In the event any Working Interest Owner shall fail to take or
otherwise adequately dispose of its prcportionate share of the production from
the Unitized Formation, then so lorng as such condition continues, Unit
Operator, for the Tract or Tracts concerned, and in order to avoid curtailing
the operation of the Unit Area, may, but shall not be required to, sell or
otherwise dispose of such production tc itself or to others, provided that all
contracts of sale by Unit Operator of any other party's share of Unitized
Substances shall be only for such reascnable periods of time as are consistent
with the minimum needs of the industry under the circumstances, but in no
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event shall any such contract be for a period in excess of one year, and at
not less than the prevailing market price in the area for like production, and
the account of such Working Interest Owner shall be charged therewith as
having received such production. The net proceeds, if any, of the Unitized
Substances so disposed of by Unit Operator shall be paid to the Working
Interest Owner of the Tract or Tracts concerned. Notwithstanding the
foregoing, Unit Operator shall not make a sale into interstate commerce of any
Working Interest Owner's share of ges production without first giving such
Working Interest Owner sixty (60) days' notice of such intended sale.

Any Working Interest Owner receiving in kind or separately disposing of
all or any part of the Unitized Substances allocated to any Tract, or
receiving the proceeds therefrom if the same is sold or purchased by Unit
Operator, shall be responsible for the payment of all royalty, overriding
royalty and production payments due thereon, and each such party shall hold
each other Working Interest Owner harmless against all claims, demands and
causes of action by owners of such royalty, overriding royalty and production
payments.

If, after the Effective Date of this Agreement, there is any Tract or
Tracts that are subsequently committed hereto, as provided in Section 4
(Expansion) hereof, or any Tract or Tracts within the Unit Area not committed
hereto as of the Effective Date hereof but which are subsequently committed
hereto under the provisions of Section 14 (Tracts Qualified fcr Participation)
and Section 32 (Nonjoinder and Subsequent Joinder); or if any Tract is
excluded from this Agreement as provided for in Section 21 (Loss of Title),
the schedule of participation as shown in Exhibit "B" shall be revised by the
Unit Operator; and the revised Exhibit "B", wupon approval by the Land
Commissioner and the A.O., shall govern the allocation of production on and
after the effective date thereof until a revised schedule is approved as
hereinabove provided.

SECTION 16. OUTSIDE SUBSTANCES. If gas obtained from formations not
subject to this Agreement is introduced into the Unitized Formation for use in
repressuring, stimulating of production or increasing ultimate recovery which
shall be in conformity with a Plan of Operation first approved by the Land
Commissioner and the A.0., a like amount of gas with appropriate deduction for
loss or depletion from any cause may be withdrawn from unit wells completed in
the Unitized Formation royalty free as to dry gas, but not royalty free as to
the products extracted therefrom; provided that such withdrawal shall be at
such time as may be provided in the approved Plan of Operator or as otherwise
may be consented to or prescribed by the Land Commissioner and the A.O0. as
conforming to good petroleum engineering practices and provided further that
such right of withdrawal shall terminate on the termination date of this
Agreement.

SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico and United
States of America and all Royalty Owners who, under an existing contract, are
entitled to take in kind a share of the substances produced from any Tract
unitized hereunder, shall continue to be entitled to such right to take in
kind their share of the Unitized Substances allocated to such Tract, and Unit
Operator shall make deliveries of such Royalty share taken in kind in
conformity with the applicable contracts, laws and regulations. Settlement
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for Royalty not taken in kind shall be made by Working Interest Owners
responsible therefor under existing contracts, laws and regulations on or
before the last day of each month for Unitized Substances produced during the
preceding calendar month; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease
obligations for the payment of any Royalty due under the leases, except that
such Royalty shall be computed on Unitized Substances as allocated to each
Tract in accordance with the terms of this Agreement. With respect to Federal
leases committed hereto on which the royalty rate depends upon the daily
average production per well, such average production shall be determined in
accordance with the operating regulations pertaining to Federal leases as
though the committed Tracts were included in a single consolidated lease.

If the amount of production or the proceeds thereof accruing to any
Royalty Owner (except the United States of America) in a Tract depends upon
the average production per well or the average pipeline runs per well from
such Tract during any period of time, then such production shall be determined
from and after the effective date hereof by dividing the quantity of Unitized
Substances allocated hereunder to such Tract during such period of time by the
number of wells located thereon capable of producing Unitized Substances as of
the Effective Date hereof, provided that any Tract not having any well so
capable of producing Unitized Substances on the Effective Date hereof shall be
considered as having one such well for the purpose of this provision.

All Royalty due the State of New Mexico and the United States of America
and the other Royalty Owners hereunder shall be computed and paid on the basis
of all Unitized Substances allocated to the respective Tract or Tracts
committed hereto, in lieu of actual production from such Tract or Tracts.

With the exception of Federal and State requirement to the contrary,
Working Interest Owners may use or consume Unitized Substances for Unit
Operations and no Royalty, overriding royalty, production or other payments
shall be payable on account of Unitized Substances used, lost, or ccnsumed in
Unit Operations.

Each Royalty Owner (other than the State of New Mexico and the United
States of America) that executes this Agreement represents and warrants that
it is the owner of a Royalty Interest in a Tract of Tracts within the Unit
Area as its interest appears in Exhibit "B" attached hereto. If any Royalty
Interest in a Tract or Tracts should be lost by title failure or otherwise in
whole or in part, during the term of this Agreement, then the Royalty Interest
of the party representing himself to be the owner thereof shall be reduced
proportionately and the 1interests of all parties shall be adjusted
accordingly.

SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalties due on the
leases committee hereto shall be paid by Working Interest Owners responsible
therefor under existing contracts, laws and regulations provided that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum Royalty
in lieu thereof, due under their leases. Rental for lands of the State of New
Mexico subject to this Agreement shall be paid at the rate specified in the
respective leases from the State of New Mexico. Rental or minimum Royalty for
lands of the United States of America subject to this Agreement shall be paid
at the rate specified in the respective leases from the United States of
America, unless such rental or minimum Royalty is waived, suspended or reduced
by law or by approval of the Secretary or his duly authorized representative.
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SECTION 19. CONSERVATION. Operations hereunder and production of
Unitized Substances shall be conducted to provide for the most economical and
efficient recovery of said substances without waste, as defined by or pursuant
to Federal and State laws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take all reasonable and
prudent measures to prevent drainage of Unitized Substances from unitized land
by wells on land not subject to this Agreement.

The Unit Operator, upon approval by the Wecrking Interest Owners, the A.O.
and the Land Commissioner, is hereby empowered to enter into a borderline
agreement or agreements with working interest owners of adjoining lands not
subject to this Agreement with respect to operation in the border area for the
maximum economic recovery, conservation purposes and proper protection of the
parties and interest affected.

SECTION 21, LOSS OF TITLE. In the event title to any Tract of unitized
land shall fail and the true owner cannot be induced to join in this
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 account of the loss of such title. 1In the event of a dispute as
to title to any Royalty, Working Interest, or other interests subject thereto,
payment or delivery on account thereof may be withheld without liability for
interest until the dispute is firally settled; provided, that, as to State or
Federal lands or leases, no payments of funds due the United States or the
State of New Mexico shall be withheld, but such funds shall be deposited as
directed by the A.0. or Land Commissioner (as the case may be) to be held as
unearned money pending final settlement of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

If the title or right of any party claiming the right to receive in kind
all or any portion of the Unitized Substances allocated to a Tract is in
dispute, Unit Operator at the direction of Working Interest Owners shall
either:

(a) require that the party to whom such Unitized Substances are
delivered to or whom the proceeds thereof are paid furnish security for the
proper accounting therefor to the rightful owner if the title or right of such
party fails in whole or in part, or

(b) withhold and market the portion of Unitized Substances with respect
to which title or right is in dispute, and impound the proceeds thereof until
such time as the title or right thereto is established by a final judgment of
a court of competent jurisdiction or otherwise to the satisfaction of Working
Interest Owners, whereupon the proceeds as impounded shall be paid to the
party rightfully entitled thereto.

Each Working Interest Owner shall indemnify, hold harmless, and defend
all other Working Interest Owners against any and all claims by any party

against the interest attributed to such Working Interest Owner on Exhibit "B".

Unit Operator as such is relieved from any responsibility for any defect
or failure of any title hereunder.
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SECTION 22: LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and other contracts
relating to exploration, drilling, development or operation 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 heret hereby
consent that the Secretary and the Land Commissioner, respectively, shall and
by their approval hereof, or by the approval hereof by their duly authorized
representatives, do hereby establish, alter, change or revoke the drilling,
producing, rental, minimum Royalty and Royalty requirements of Federal and
State leases committed hereto and the regulations in respect thereto to
conform said requirements to the provisicons of this Agreement

Without limiting the generality of the foregoing, all leases, subleases
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 obligations for
development and operation with respect to each Tract subject to this
Agreement, regardless of whether there is any development of any Tract of the
Unit Area, notwithstanding anything to the contrary in any lease, operating
agreement or other contract by and between the parties hereto, or their
respective predecessors in interest, or any of them.

(b) Drilling, producing or improved recovery operations performed
hereunder shall be deemed to be performed upon and for the benefit of each
Tract, and no lease shall be deemed to expire by reason of failure to drill or
produce wells situated on the land therein embraced.

(c) Suspension of drilling or producing operations within the Unit Area
pursuant to direction or consent of the Land Commissioner and the A.0., or
their duly authorized representatives, shall be dJdeemed to constitute such
suspension pursuant to such direction or consent as to each Tract within the
Unitized Area.

(4d) Each lease, sublease, or contract relating to the exploration,
drilling, development, or operation for o0il and gas which by its terms might
expire prior to the termination oif this Agreement, is hereby extended beyond
any such term so provided therein, so that it shall be continued in full force
and effect for and during the term of this Agreement.

(e) Any lease embracing lands of the State of New Mexico which is made
subject to this Agreement shall continue in force beyond the term provided
therein as to the lands committed hereto until the termination hereof.

{(f) Any lease embracing lands of the State of New Mexico having only a
portion of its land committed hereto shall be segregated as to that portion
committed and that not committed, and the terms of such lease shall apply
separately to such segregated portions commencing as of the Effective Date
hereof. Provided, however, that notwithstanding any of the provisions of this
Agreement to the contrary, such lease (including both segregated portions)
shall continue in full force and effect beyond the term provided therein as to
all lands embraced in such lease if o0il or gas is, or has heretofore been
discovered in paying quantities on some part of the lands embraced in such
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lease committed to this Agreement or, so long as a portion of the Unitized
Substances produced from the Unit Area is, under the terms of this Agreement,
allocated to the portion of the lands covered by such lease committed to this
Agreement, or, at any time during the term hereof, as to any lease that is
then valid and subsisting and upon which the leases or the Unit Operator is
then engaged in bona fide drilling, reworking, or improved recovery operations
on any part of the lands embraced in such lease, then the same as to all lands
embraced therein shall remain in full force and effect so long as such
operations are diligently prosecuted, and if they result in the production of
0il or gas, said lease shall continue in full force and effect as to gas in
paying quantities is being produced from any portion of said lands.

(g) The segregation of any Federal lease committed to this Agreement is
governed by the following provision in the fourth paragraph of Section 17(3j)
of the Mineral Leasing Act, as amended by the Act of September 2, 1960 (74
Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed to any
such (unit) plan 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."

SECTION 23. COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to the interest
of the parties hereto and their successors in interest until this Agreement
terminates, and any grant, transfer or conveyance of interest in land or
leases subject hereto shall be and hereby is conditioned upon the assumption
of all privileges and obligations hereunder by the grantee, transferee or
other successor in interest. No assignment or transfer of any Working
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,
or acceptable photostatic or certified copy, of the recorded instrument or
transfer; and no assignment or transfer of any Royalty Interest subject hereto
shall be binding upon the Working Interest Owner responsible therefor until
the first day of the calendar month after said Working Interest Owner is
furnished with the original, or acceptable photostatic or certified copy, of
the recorded instrument or transfer.

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall become
binding upon each party who executes or ratifies it as of the date of
execution or ratification by such party and shall become effective on the
first day of the calendar month next following the approval of this Agreement
by the A.0., the Land Commissioner and the Commission.

If this Agreement does not become effective on or before January 1, 1989
it shall ipso facto expire on said date (hereinafter called "Expiration Date")
and thereafter be of no further fcrce or effect, unless prior thereto this
Agreement has been executed or ratified by Working Interest Owners owning a
combined Participation of at least seventy-five percent (75%); and at least
seventy-five percent (75%) of such Working Interest Owners committed to this
Agreement have decided to extend Expiration Date for a period not to exceed
one(l) year (hereinafter called "Extended Expiration Date"). If Expiration
Date is so extended and this Agreement does not become effective on or before

Extended Expiration Date, it shall ipso facto expire on Extended Expiration
Date and thereafter be of no further force and effect.
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Unit Operator shall file for record within thirty (30) days after the
Effective Date of this Agreement, in the office of the County Clerk of Chaves
County, New Mexico, where a counterpart of this Agreement has become effective
according to its terms and stating further the effective date.

The terms of this Agreement shkall be for and during the time that
Unitized Substances are produced from the unitized land and so long thereafter
as drilling, reworking or other operations (including improved recovery
operations) are prosecuted thereon without cessation of more than ninety (90)
consecutive days unless sooner terminated as herein provided.

This Agreement may be terminated with the approval of the Land Commission
and the A.O. by Working Interest Owners owning eighty percent (80%) of the
Unit Participation then in effect whenever such Working Interest Owners
determine that Unit Operations are no longer profitable, or in the interest of
conservation. Upon approval, such termination shall be effective as of the
first day of the month after said Working Interest Owners' determination.
Notice of any such termination shall be filed by Unit Operator in the office
of the County Clerk of Chaves County, New Mexico, within thirty (30) days of
the effective date of termination.

Upon termination of this Agreement, the parties hereto shall be governed
by the terms and provisions of the leases and contracts affecting the separate
Tracts just as if this Agreement had never been entered into.

Notwithstanding any other provision in the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Owners a period of six
months after termination of this Agreement in which to salvage, sell,
distribute or otherwise dispose of the personal property and facilities used
in connection with Unit Operations.

SECTION 25. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. All
production and the disposal thereof shall be in conformity with allocations
and quotas made or fixed by any duly authorized person or regulatory body
under any Federal or State status. The A.O. is hereby vested with authority
to alter or modify from time to time, in his discretion, the rate of
prospecting and development and within the limits made or fixed by the
Division to alter or modify the quantity and rate of production under this
Agreement, such authority being hereby limited to alteration or modification
in the public interest, the purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modification;
provided further, that no such alteration or modification shall be effective
as to any lands of the State of New Mexico as to the rate of prospecting and
development in absence of the specific written approval thereof by the Land
Commissioner as to any lands of the State of New Mexico or privately-owned
Lands subject to this Agreement as to the quantity and rate of production in
the absence of specific written approval thereof by the Division.

Powers in this Section vested in the A.0O. shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than
fifteen (15) days from notice, and thereafter subject to administrative appeal
before becoming final.
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SECTION 26. NONDISCRIMINATION. Unit Operator in connection with the
performance of work under this Agreement relating to leases of the United
States, agrees to comply with all of the provisions of Section 202(1l) to (7)
inclusive of Executive Order 11246, (30 F.R. 12319), which are hereby
incorporated by reference in this Agreement.

SECTION 27. APPEARANCES. Unit Operator shall have the right to appear
for or on behalf of any interests affected hereby before the Land
Commissioner, the Department, and the Division, and to appeal from any order
issued under the rules and regulations of the Land Commissioner, the
Department or the Division, or to apply for relief from any of said rules and
regulations or in any proceedings relative to operations before the Land
Commissioner, the Department or the Division or any other legally constituted
authority; provided, however, that any other interested paerty shall also have
the right at his or its own expense to be heard in any such proceeding.

SECTION 28. NOTICES. All notices, demands, objections or statements
required hereunder to be given or rendered to the parties hereto shall be
deemed fully given if made in writing and personally delivered to the party or
parties or sent by postpaid certified or registered mail, addressed to such
party or parties at their last known address set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such other
address as any such party or parties may have furnished in writing to the
party sending the notice, demand or statement.

SECTION 29. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agreement
contained shall be construed as a waiver by any party hereto of the right to
assert any legal or constitutional right or defense as to the wvalidity or
invalidity of any law of the State wherein said Unitized Lands are located, or
regulations issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to waive; provided,
however, each party hereto covenants that it will not resort to any action to
partition the unitized land or the Unit Equipment.

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY.

Each Working Interest Owner has heretofore placed and used on its Tract or
Tracts committed to this Agreement various well and lease equipment and other
property, equipment and facilities. It is also recognized that additional
equipment and facilities may hereafter be placed and used upon the Unitized
Land as now or hereafter constituted. Therefore, for all purposes to this
Agreement, any such equipment shall be considered to be personal property and
not fixtures attached to realty. Accordingly, said well and lease equipment
and personal property is hereby severed from the mineral estates affected by
this Agreement, and it is agreed that any such equipment and personal property
shall be and remain personal property of the Working Interest Owners for all
purposes.

SECTION 31. UNAVOIDABLE DELAY. All obligations under this Agreement
requiring the Unit Operator to commence or continue improved recovery
operations or to operate on or produce Unitized Substances from any of the
lands covered by this Agreement shall be suspended while, but only so long as,
the Unit Operator, desp.te the exercise of due care and diligence, 1is
prevented from complying with such obligations, in whole or in part, by
strikes, acts of God, Federal, State or municipal law or agency, unavoidable
accident, wuncontrollable 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 similar to matters herein
enumerated or not.
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SECTION 32. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any Royalty
Owner, at any time, must be accompanied by appropriate joinder of the
corresponding Working Interest Owner in order for the interest of such Royalty
Owner to be regarded as effectively committed. Joinder to this Agreement by a
Working Interest Owner, at any time, must be accompanied by appropriate
joinder to the Unit Operating Agreement in order for such interest to be
regarded as effectively committed to this Agreement.

Any oil or gas interest in the Unitized Formations not committed hereto
prior to submission of this Agreement to the Land Commissioner and the A.O.
for final approval may theeafter be committed hereto upon compliance with the
applicable provisions of this Section and of Section 14 (Tracts Qualified for
Participation) hereo, at any time up to the Effective Date hereof on the same
basis of Tract Participation as provided in Section 13, by the owner or owners
thereof subscribing, ratifying, or consenting in writing to this Agreement,
and if the interest is a Working Interest, by the owner of such interest
subscribing also to the Unit Operating Agreement.

It is understood and agreed, however, that from and after the Effective
Date hereof the right of subsequent joinder as provided in this Section shall
be subject to such requirements or approvals and on such basis as may be
agreed upon by Working Interest Owners owning not less than sixty-five percent
(65%) of the Unit Participation then in effect, and approved by the Land
Commissioner and A.O0. Such subsequent joinder by a proposed Working Interest
Owner must be evidenced by his execution or ratification of this Agreement and
the Unit Operating Agreement and, where State or Federal land is involved,
such joinder must be approved by the Land Commissioner or A.O0. Such joinder
by a proposed Royalty Owner must be evidenced by his execution, ratification
or consent of this Agreement and must be consented to in writing by the
Working Interest Owner responsbile for the payment of any benefits that may
accrue hereunder in behalf of such proposed Royalty Owner. Except as may be
otherwise herein provided, subsequent joinder to this Agreement shall be
effective as of the first day of the month following the filing with the Land
Commissioner and A.O. of duly executed counterparts of any and all documents
necessary to establish effective commitment of any Tract or interest to this
Agreement, unless objection to such joinder by the Land Commissioner or the
A.O., is duly made sixty (60) days after such filing.

SECTION 33. COUNTERPARTS. This Agreement may be executed in any number
of counterparts, no one of which needs to be executed by all parties and may
be ratified or consented to by separate instrument in writing, specifically
referring hereto, and shall be binding upon all those parties who have
executed such a counterpart, ratification or consent hereto with the same
force and effect as if all parties had signed the same document, and
regardless of whether or not it is executed by all other parties owning or
claiming an interest in the land within the described Unit Area. Furthermore,
this Agreement shall extend to and be binding on the parties hereto, their
successors, heirs and assigns.

SECTION 34. JOINDER IN DUAL CAPACITY. Execution as herein provided by
any party as either a Working Interest Owner or a Royalty Owner shall commit
all interests owned or controlled by such party; provided, that if the party
is the owner of a Working Interest, he must also execute the Unit Operating
Agreement.
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SECTION 35. TAXES. Each party hereto shall, for its own account, render
and pay its share of any taxes levied against or measured by the amount or
value of the Unitized Substances produced from the unitized land; provided,
however, that if it is required or if it be determined that the Unit Operator
or the several Working Interest Owners must pay or advance said taxes for the
account of the parties hereto, it is hereby expressly agreed that the parties
so paying or advancing said taxes shall be reimbursed therefor by the parties
hereto, including Royalty Owners, who may be responsible for the taxes on
their respective allocated share of said Unitized Substances. No taxes shall
be charged to the United States or to the State of New Mexico, nor to any
lessor who has a contract with a lessee which requires his lessee to pay such
taxes.

SECTION 36. NO PARTNERSHIP. The duties, obligations and liabilities of
the parties hereto are intended to be several and not joint or collective.
This Agreement is not intended to create, and shall not be construed to
create, an association or trust, or to impose a partnership duty, obligation
or liability with regard to any one or more of the parties hereto. Each party
hereto shall be individually responsible for its own obligation as herein
provided.

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator shall
make a proper and timely gauge of all leases and other tanks within the Unit
Area in order to ascertain the amount of merchantable o0il above the pipeline
connection, in such tanks as of 7.00 a.m. on the Effective Date hereof. Aall
such o0il which has then been produced in accordance with established
allowables shall be and remain the property of the Working Interest Owner
entitled thereto, the same as if the unit had not been formed; and the
responsible Working Interest Owner shall promptly remove said oil from the
unitized land. Any such o0il not so removed shall be sold by Unit Operator for
the account of such Working Interest Owners, subject to the payment of all
Royalty to Royalty Owners under the terms hereof. The oil that is in excess
of the prior allowable of the wells from which it was produced shall be
regarded as Unitized Substances produced after Effective Date hereof.

If, as of the Effective Date hereof, any Tract is over-produced with
respect to the allowable of the wells on that Tract and the amount of
over-production has been sold or otherwise disposed of, such over-production
shall be regarded as a part of the Unitized Substances produced after the
Effective Date hereof and shall be charged to such Tract as having been
delivered to the parties entitled to Unitized Substances allocated to such
Tract.

SECTION 38. NO SHARING OF MARKET. This Agreement 1is not intended to
provide and shall not be construed to provide, directly or indirectly, for any
cooperative refining, joint sale or marketing of Unitized Substances.

SECTION 39. STATUTORY UNITIZATION. If and when Working Interest Owners
owning at least seventy-five percent (75%) Unit Participation and Royalty
Owners owning at least seventy-five percent (75%) Royalty Interest have become
parties to this Agreement or have approved this Agreement in writing and such
Working Interest Owners have also become parties to the Unit Operating
Agreement, Unit Operator may make application to the Division for statutory
unitization of the uncommitted interests pursuant to the Statutory Unitization
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Act (Chapter 65, Article 14, N.M.S. 1953 Annotated). If such application is
made and statutory unitization is approved by the Division, then effective as
of the date of the Division's order approving statutory unitization, this
Agreement and/or the Unit Operating Agreement shall automatically be revised
and/or amended in accordance with the following:

(1) Section 14 of this Agreement shall be revised by substituting for
the entire said section the following:

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and
after the Effective Date hereof, all Tracts within the Unit Area shall be
entitled to participation in the production of Unitized Substances."

(2) Section 24 of this Agreement shall be revised by substituting for
the first three paragraphs of said section the following:

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall
become effective on the first day of the calendar month next following the
effective date of the Division's order approving statutory unitization upon
the terms and conditions of this Agreement, as amended (if any amendment is
necessary) to conform to the Division's order; approval of this Agreement, as
so amended, by the Land Commissioner; and the A.O. and the filing by Unit
Operator of this Agreement or notice thereof for record in the office of the
County Clerk of Chaves County, New Mexico. Unit Operator shall not file this
Agreement or ..otice thereof for record, and hence this Agreement shall not
become effective, unless within ninety (90) days after the date ali other
prereguisites for effectiveness of this Agreement have been satisfied, such
filing 1is approved by Working Interest Owners owning a combined Unit
Participation of at least seventy-five (75%) as to all Tracts within the Unit
Area.

"Unit Operator shall, within thirty (30) days after the Effective Date of
this Agreement, file for record in the office of the County Clerk of Chaves
County, New Mexico, a certificate to the effect that this Agreement has become
effective in accordance with its terms, therein identifying the Division's
order approving statutory unitization and stating the Effective Date."

3. This Agreement and/or the Unit Operating Agreement shall be amended
in any and all respects necessary to conform to the Division's order approving
statutory unitization.

Any and all amendments of this Agrecment an/or the Unit Operating
Agreement that are necessary to conform said agreements to the Division's
order approving statutory unitiation shall be deemed to be hereby approved in
writing by the parties hereto without any necessity for further approval by
said parties, except as follows:

(a) If any amendment of this Agreement has the effect of
reducing any Royalty Owner's participation in the production of Unitized
Substances, such Royalty Owner shall not be deemed to have hereby approved the
amended agreement without the necessity of further approval in writing by said
Royalty Owner; and
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(b) If any amendment of this Agreement and/or the Unit
Operating Agreement has the effect of reducing any Working Interest Owner's
participation in the production of Unitized Substances or increasing such
Working Interest Owners share of Unit Expense, such Working Interest Owner
shall not be deemed to have hereby approved the amended agreements without the
necessity of further approval in writing by said Working Interest Owner.

Executed as of the day and year first above written.

YATES DRILLING COMPANY

ord&y?%f:ggfﬁ? (ES}

Date of Execution:

November 6, 1989

STATE OF NEW MEXICO)
: S8s
COUNTY OF EDDY)

The foregoing instrument was acknowledged before me this 6th day of
November 1989, by Peyton Yates, Attorney-in-Fact for YATES DRILLING COMPANY,
a New Mexico corporation, on behalf of said corporation.

. . . r -
MY commission explres: ag

August 28, 199] Notary Public
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pxuisit "B"
To Unit Agreement
CACTUS QUEEN UNIT

Chaves County, New Mexico
Basic
Serial No, & Royalty Overriding
Tract Wo.of Expiration Owper & Royalty Owner Working Interest
_No. _ _Description_ _Acres Date of lLeasec Percentage Lessee of Record Percentage Owner & bPercventage
1. T12S-R31E 40 NM-015807 usa Phillips F. G. Breckenridge Yates Drilling Company
Sec. 27: HBP 12.5% Petroleum Company .05% (PPI) Est., of Murtin Yates III
Swisel Successor in Etoile M. Bennett Lillie M. Yatecs
Interest to .45 (pP1) Surfacc throuqgh
Aminoil USA, Inc. W. G. Ross Queen Formation
100% 1.3125
G & P Exploration,
Inc.
1.3125
Phillips Petroleum
Company
3.1250
la. T12S-R31E 40 NM-015807 usa Phillips F. G. Breckenridge Yates Drilling Company
Sec., 27: HBP 12.5 Petrolcum Company .05 (PPI) Est. ot Martin Yates ITI
NWiSE} Successor in Estoile M. Boennett L.illie M. Yates
Interest to .45 (pPI) Surface 1hrough
Aminoil USA, Inc. W. G. Ross Queen Formation
100% 1.3125

G & P Exploration,
Inc.

1.3125

Phillips Petroleum
Company

3.1250

50%
25
25

50
25
25



LANIBLIT "B" Fage =2-=
Te Unit Agreement
CACTUS QUEEN UNIT
Chaves County, Hew Mexico
Basic
Sferial No. & Royalty Overriding
Tract No.of Expiration Owner & Royalty Ownex Working Interest
No. Description Acres Date of Lease Percentage Lessee of Record Percentage Owner & Percentage
1b. T12S~R31E 40 NM-015807 usa Phillips r. G. Breckenridge Yates Drilling Company - 50%
Sec. 343 HBP 12.5% Pectroleum Company .05% (PrpI) Est. of Martin Yates III - 25
SEANE} Successor in Ftoile M. Bennett Lillie M., Yates - 25
Interest to .45 (PPI) Surface through
Aminoil USA, Inc. W. G. Ross Queen Formation
100% 1.3125
G & P Exploration,
Inc.
1.3125
Phillips
Petroleum Company
3.1250
2. T125-R31E 40 NM-0256521 usa Yates Drlg. Co.50 Erlon E. Nowell 1.5 VYates Drilling Company - 50
Sec. 3a: HBP 12.5 Fst. of Martin R.F. Partnership, Est. of Martin Yates III ~ 25
NEiuw} Yates TII 50 Ltd. 1.5 Lillie M. Yates ~ 25
2a. T12S-R31E 40 NM-0256521 ush Yates Drlg. Co.50 Erlon E, Nowell 1.5 Yates Drilling Company - 25
WMMWIMMMI HBP Est. of Martin R.F. Partnership, Est. of Martin Yates TII - 25§
NWiNW} Yates III 50 Ltd. 1.5 Lillie M. Yates - 25
3. T125-R31E 40 NM-15896 Usa Yates Drlg. Co.50 C.E. Strange = 2.0 Yates Drilling Campany - S0
Sec. 34: HBP 12z.5 Est. of Martin George Globe 2.0 Fst. of Martin Yates III - 25
NWiNE4 Yates III 50 Lillie M. Yates - 25
TOTAL 240.00 ACRES OF FEDELRAL 1,ANDS
4. T12S-R31E 40 B-10418-86 st. of NM C.R. Gallagher,Jr. Mary B. Gallaghe: Yates Drlg. Company - 46.0
Sec. 35: uBP 12.5 100 .00586  Est. of Martin Yates III - 24.5
NWiNW} C. R. Gallagher,Jr. I.illie M. Yates - 24.5
1.17383 Marico Exploration,Inc. - 1.0
Gregory J.Gallagher Richard Yates - 1.0
1.132R1 Peyton Yates - 1.0
Robin C. Herndon Yates Employeces 83
.02344 Ltd. - 2.0
Raymond Stanley Surface to 3200'
Herndon .02344
Charles Bernard
Gallagher .02344

Susan Gallagher
Grey .02343



To Unit Agrcement
CACTUS QUEEN UNIT
Chaves County, New Mexico

Basic
Serial No. & Royalty Overriding
Tract No.of Expiration Owner & Royalty Owner Workingy Interest
No. Description Acres Date of Lease Percentage Lessee of Record Percentage Owner & Percentage
4. (Continued) Veronica Herndon
.02344%
Christine Gallagher
Seger .02344

Mary Herndon .02344
Frances Herndon

.02344
Peter Gregory
Herndon .02343
William G.
Pope, Jr. .02344
Mary Margaret
Pope .02344
Delphine E. Pope
Keller .02344

Natalie Pope .02344
Christopher W.
Knieriem .02343
Mary C. Knieriem
Taylor .02344
Stephen Lawrence
Knieriem .01172
Kathleen M.
Gallagher Ccecoper

.02344
Gregory Charles
Gallagher .02344
Michael Joseph
Gallagher .02344
Marguerite G,
Price .02343

Charles Raymond
Gallagher 1I11.02344
Mary G. Herndon
1,10937
Natalie G. Pope
1.15625
Charlecn G.
Knieriem 1.19140



ExgrpLr

To Unit Agreement
CACTUS QUEEN UNIT

Page =-2=-

Chaves County, New Mexico
Basic
Serial No. & Poyalty Overriding
Tract No.of Expiration owner & Royalty Owner Working Interest
No. Description Acres Date of Lease Yercentage lLessec of Record Percentage Owner & Percentage
2. T125-R31E 40 NM-0256521 Ush Yates Inlg. Co,50 Erxlon E. Nowell 1.5 VYates Drilling Company 50
Sec. 34: HBP 12.5 Fst. of Martin R.F. Partnership, Est. of Martin Yates III 25
NEINW) Yoates 111 50 Ltd. 1.5 Lillie M. Yates 25
2a. T125-R31FE 40 NM-Q256571 ush Yates Driyg. Co.30 pmrlon BE. Nowell 1.5 Yates Drilling Company 25
Sec. 34: iBP Est. of Martin R.F. Partnership, Lot. of Martin Yates 11I 25
NWinwi Yates III 50 Ltd. 1.5 Lillie M. Yates 25
3. T12S-R31E 40 NI-15896 UsA Yates Drlg. Co.50 C.FE. Strange - 2.0 Yates Drilling Company 50
Sec. 34: Hpp 12.5% Fst. ot Martin George Globe 2.0 Est. of Martin Yates III 25
NWiNE} Yates III 50 Lillie M. Yates 25
TOTAL 200.00 ACRES OF FEDERAL LANDS
4. T128-31E 40 Lii-1648 st. of MM Yates Drilling None Yates Drilling
Sec. 27: 6-1-92 12.5% Conpany Company =~ 100%
SEiswW} 100%
4a. T12S-R31E 40 LH-1G48 St. of NM Yates Drilling None Yates Drilling
Sec. 27: 6~1-92 12.5 Company Company - 100
100

HE3SW}



EXHIBIT “b* Page -3-
To Unit Agrecment.
CACTUS QUEEN UNIT
Chaves County, tcw Mexico

Basic
Serial MNo. & Royalty Overriding
Tract No.of Expiration owner & Royalty Owner Working Interest
No. Description Acres Date of lLease Percentage Lessce of Record Percentage Owner & Porcentage
4b. T12S-R31E 40 Li-1648 St. of NM Yates Drilling None Yates Drilling
Sec, 27: 6-1-92 12.5 Company Company = 100%
swiswi 100

TOTAL 120.00 ACRES OF STATE LANDS

RECAPI'THI.ATION

200 acres Federal Tands - 62.50% of Unit
120 acres State Lands ~ 37.50% of Unit
TOTALS 320 acres 100.00%




Tract

Seria
Expi
Date

No.of

Description Acres

Chaves County,

Basic
Royalty
Owner &
Percentage

1l No. &
ration
of Lease

Sa.

Sb.

LH-1
6-1~

T12S~-31E 40

T12S5-R31E 40 LH-1

Sec. 27
NEiSW}

LH-1
6~1-

T12S-R31E 40

sWwiswi

TOTAL 160.00 ACRES

6-1-

648 St., of HM
92 12.5%

648 St. of NM
92 12.5

648 St. of UM
92 12.5

OF STATE LANDS

T128-R31E 410 Fee

34:
NEINE}

Veda D.
Williams
1,5625
Leo Doyal
1.5625
Floyd v.

Doyal
1.5625
Louis C.
Doyal
1.5625
Clarevnce
Doyal
1.5625
Paul J.
Doyal
1.5625
Ruth J.
Penka
1.5625
Dorothy
Vargus
1.5625

EXHIBIT "B"
To Unit Agreement
CACTUS QULEEN UNIT
New Mexico

Overriding
Royalty Owner

Lessece _of Record _Percentage Owney
Yates Drilling None Yautes Drilling
Company Company - 100%
100%
Yates Drilling None Yates Drilling
Company Company - 100
100
Yates Drilling None Yates Drilling
Company Company - 100
100
Yates Drilling None Yates Drilling
Company Est. of Martin
100 Yates III

Lillie M.

Yates

Page -4-

Working Interest

& Percentage

Co.- 66.00000

- 16.33335
- 16.33335

Yates Employees 83

Ltd.

Surface to

- 1.33330

3z00!



Tract
No.

No.of
Description Acres

Serial No.
Expiration

EXHIBIT "B"
To Unit Agrecment
CACTUS QUEEN UNIT

Cchaves County, New Mexico

Basic
& Royalty
Qwner &

Date of Lease Percentage

Overriding
Royalty Owner
Lessee of Record Percentage

Page -5-

Working Interest
Owner & Fercentage

T12S-R31E 40

Sec. 27:
SEiscl

Fee

Veda D.
Williams
1.5625%
Leo Doyal
1.5625
Floyd V.
Doyal
Louis C.
Doyal
1.5625
Clarence
Doyal
1.5625
Paul J.
Doyal
1.5625
Ruth J.
Penka
1.5625
Dorothy
Vargus
1.5625

Yates Drilling None
Company
100

Yates Drilling Ca.-

Est. of Martin
Yates ITI
Lillie M. Yates
Yates Employees
Ltd.

Surface to 3200°

83

66.00000%

1.33330



Serial No. &
Tract No.of Expiration
No. Description Acres Date of Lease

EXHIBIT "B"
To Unit Agreement
CACTUS QULEN UNIT
Chaves County, New Mexico

Basic
Royalty Overriding
Owner & Royalty Owner
Percentage Lcssee of Record Percentaye
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Working Interest
Owner & Percentage

8 . T12S~-R31E 40 Fee

Sec. 27:
NEiSE?

Veda D. Yates Drilling None
Willjiamson Company
1.5625% 100%
Leo Doyal
1,5625
Floyd V.
Doyal
1.5625
Louis C.
Doyal
1.5625
Clarence A.
Poyal
1.5625%
Paul J.
Doyal
1.5625
Ruth Penka
1.5625
PDorothy D.
vVargus
1.5625%

Yates Drilling
Company -

100%



EXHIBIT "C"
TO UNIT AGREEMENT

e s e S ;
STATUTORY UNIT {PARTICIPATION FRACTION PARTICIPATION FRACTION {PARTICIPATION FRACTION IPARTICIPATION FRACTION i
CHAVES CO.. NN el e i= !

PELLDUUIIEEIE 0700000 $1EETIIEEEIEEE 0,050000 SEEINETEEIELY 0,250000 ! 1.000000 !
| {CUKULATIVE OIL PROD.  INAY, JUNE & JULY 1989 IORTGINAL DIL IN PLACE ! :
: {THRU JULY 1939 (BBLS) !PRODUCTION (BELS)  I{BBLS) ! !
P uELLS jzszzzzszassszzsazaaza zs=ssssszszzazzssssssszlssasssssssssssssssszzas {UNIT PARTICIPATION
; i AMOUNT ! FRACTION ! AMOUNT ! FRACTION ! AMOUNT ! FRACTION ! ;

{0 tGarner Fed. W71 23,829 0.122941 | 198 0.108791 {333,180  0.218569 0.146141
il aiBarner Fed. 89 21,009 0.103347 ! {16 0.083736 ¢ 27,416 0.017985 | 0.083666 i
i1 LISE/NE M4-125-ME G 0.00000¢ ; 0 0.000000 & 20,483 0.013437 ! 0,003359 !
12 iBurkitt Fes.  $31 6,005 0.031498 ! 750041209 © 158,740 0.104135 0.050142 ¢
2 alN/KH 3A-126-TIE 0 0.000000 : 0 6.000000 & 39,371 0.025628 ! 0.006457
i3 iDetuna Fed, 31 12,805 0.065065 | 102 0.056044 © 156,168 0.102461 | 0.074£63 |
f4 !Saliagner §t. w1 i 19,566 0.160844 199 0.108393 1 63,018 0.0413%0 ! 0.086256
15 thpache "27° St. 811 19,618 0.1012b | 54 0051668 1 120,037 Q.078745 0.093120 ¢
15 alAgache *27° 3t. 82 ¢ 6,755 0.03463L | 56 0.030769 1 24,152 0.015844 ! 0.029895 |
5 BISW/SH 27-125-31E 3 0.600000 | 0 0000000 1 24,547 0.016103 § 0.004026 !
it iDoyal B0 45,210 0.233238 538 0.295604 1 302,899 0.198704 0,227737 ¢
17 iDoyal 21 33,603 0.7M20 W7 0.223626 1 204,277 0L534007 0.166077 4
{3 iDoyal ¢1 ] 0 0.000000 ! 9 0.000000 1 B,B4  0.009902 | 0.001450
19 idoyal B 5103 6027360 ! 400021976 1 41,219 0.027040 0.027011
| Bttt Bt b [ B ittt Sttt Ttk ittt e 1 - ==

; 1,524,371 1.006000 1009000 !
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UNIT OPERATING AGREEMENT
CACTUS (QUEEN) UNIT
CHAVES COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as the 1lst cay of November, 1988 by and
between the parties who have signed the original of this instrument, a
counterpart thereof, or other instrument agreeing to become a party hereto,

WITNESSETH:

WHEREAS, the parties hereto as Working Interest Owners have executed, as
of the date hereof, an Agreement entitled "Unit Agreement, Cactus Queen Unit,
Chaves County, Mew Mexico," herein referred to as "Unit Agreement," which,
among other things, provides for a separate agreement to be entered into by
Working Interest Owners to provide for Unit Operations as therein defined.

NCOW, THEREFOEE, in consideration of the mutual a&agreements herein set
forth, it is agreed as follows:

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 Ccrfirmation of Unit Agreement. The Unit Agreement is hereby
confirmed and by reference made a part of this Agreement. The definitions in
the Unit Agreement are adopted for all purposes of this Agreement. If there
is any corflict between the Unit Agreement and this Agreement, the Urit
Agreenent shall govern.

ARTICLE 2

EXHIBITS
2.1 Exhibits. The following exhibits are incorporated herein by
reference:
2.1.1 Exhibits "a", "B", and "C", of the Unit Agreement.
There is no Exhikit "D".
2.1.2 Exhibit "E". attached hereto, is a schedule showing the Unit

Participation of each Working Interest Cwner. Exhibit "E", or a revision
thereof, shall not be conclusive as to the information therein, except it
may be used as showing the Unit Participations of Working Interest Owners
for purposes of this Agreement until shcwn to be in error or revised as
herein authorized.

2.1.2 Exhibit "P", attached hereto, is the Accounting Prccedure
applicable to Unit Operations, If there is any conflict between this
Agreement and Fxhibit "F", this Agreement shall govern.

2.1.4 Exhibit "G", attached hereto, ccntains insurance provisions
applicable to Unit Cperations.



2.2 Revision of Exhibits. Whenever Exhibits "A", "B" or "ee
are revised, Exhibit vg" shall be revised accordingly and be
effective as of the same date. Grit Operator shall also revise
Exhibit "E" from time to time as required to conform to changes in
ownership of which Unit Operator has been rnotified as provided in
the Unit Agreement.

2.3 Reference to Exhibits. When reference is made herein to an
exhibit, it is to the exhibit as criginally attached or if revised, to the
last revision.

ARTICLE 3
SUPERVISION OF CPERATIONS BY WORKING INTEREST CWNERS

3.1 Overall Supervision. Working 1Interest Owners shall exercise
overall supervision and control of all matters pertaining tc Unit Operztions
pursuant to this Agreement and the Unit Agreement. In the exercise of such
autherity, each Working Interest Owner shall act sclely in its own behalf in
the capacity of an individual owner and not on behalf of the owners as an
entirety.

3.2 Specific Authorities and Duties. The matters with respect to which
Working Interest Cwners shall decide and take action chall include, but not be
limited to, the fcllowing:

3.2.1 Method of Operation. The method of operation,
including the type or types of pressure maintenance, secondary
recovery, or other recovery program to be employed.

3.2.2 Drilling of Wells. The drilling of any well whether
for production of Unitized Substances, for use as an injection well,
or for other purposes.

3.2.3. Well Recompleticn and Change of Status. The recompletion,
abandonment, or permanent change of status of any well, or the use
of any well for injection or other purposes. The Unit Operator

shall be responsible fcr performing such work and such work shall be
done at Unit Expense.

3.2.4 Expenditures. The making of any single expenditure in
excess of Fifteen Thousand Dollars ($15,000.00); however, approval
by Working Interest Owners of the driliing, reworking, deepening, or
plugging back of any well shall include apprcoval of all necessary
expenditures required therefore, and for ccmpleting, testing and
equipping the well, including necessary fliow lines, separators, and
lease tankage; provided however, that in case of blowout, explcsion,
fire, flood or cther sudden emergencies, Unit Operator may take
steps and incur such expenses as in its opinicn are required to
deal with the emergency and to safeguard life or property but that
Unit Operator shall, as promptly as possible, report the emergency to
the Vorking Interest Owners.



2.2.5 Disposition of Unit Equipment. The selling cr
otherwise disposing of any major item of surplus Unit Equipment, if
the current price of new equirment similar thereto is Five Thoucard
Dollars ($5,000.00) or mnore.

3.2.6 Appearance Before a Court or Regulatory Acency. The
designating of a representative to appear before any court cor
regulatory agency in matters pertaining to Unit Operaticns; however,
such designation shall not prevent any Working Interest Cwner from
appearing in person or from designating another representative in
its own behalf.

3.2.7 Audits. The auditing of the accounts of Urit Operator
pertairing to Unit Operations hereunder; however, the audits c¢hall

(a) not be conducted more than once each year excegt upon the
resignation or removal of Unit Cperator, and

(b) be made upon the arprcval of the owner or owners of a majority
of Working Interest other than that of Unit Operator, at the expense
of all Working Interest Owners other than Unit Operator, or

{(c) ke made at the expense of those Working Interest Cwners
requesting such audit, if owners of less than a majority of Working
Interest, other than that of Unit Operator, reguest such an audit,
and

(d) be made upon not less than thirty (30) days written notice to
Unit Cperator.

3.2.8 Inventories. The taking of periodic inventcries under
the terms of Exhibit "F".

3.2.9 Technical Services. The authorizing of charges to the
Jecint Account of services by consultants or Unit Operator's
technical personnel not covered by the overhead charges provided by
Exhibit "F".

3.2.10 Assignments to Committees. The appointment of
committees to study any problems in connection with Unit Operations.

3.2.11 The remcval of Unit Cperator and the selection of a
Successor.

3.2.12 The enlargement of the Unit Area.
3.2.13 The edjustment and readjustment or investments.
3.2.14 The ternination of the Unit Agreement.



ARTICLE 4
MANNER OF EXERCISING SUPERVISION

4.1 Designation of Representatives. Each Working Interest Owner shall
inform Unit Operator in writing of the names and adcéresses of the
representative and alternate who are authorized to represent aud bkind such
Working Interest Owner with respect to Unit Operaticns. The representative or
alternate may be changed from time to time by written notice to Unit Operator.

4.2 Meetings. All meetings c¢f Working Interest Cwrers shall be
called by Unit Operator upon its own motion or at the reqguest of two (2) or
more Working Interest Owners having a total Unit Participation then in effect
of not less than ten percent (10%). No meeting shall be calleé on less than
fourteen (14) days advance written notice, with agenda for the meeting
attached. Working Interest Owners wio attenéd the meeting may amend items
included in the agenda ané may act upen an amended item or other items
presented at the meeting. The representative of Unit OCperator shall be
chairran of each meeting.

4.2 Voting Procedure. Working iInterest Cwners shall decice all matters
coming before them as fcllcws:

4.3.1 Voting Interest. Each Werking Interest Cwrner shall have
a veting interest equal tc its Unit Participation in effect at the
time of the vote.

4.3.2 Vote Required. Unless otherwise provided herein or in the
Unit Agreement, Working Interest Cwners shall determine all matters
by the affirmative vcte of four or mnore Working Interest Owners
having a combined votirng¢ interest of at least seventv-five percent
(75%) ; however, should any one Working Inte:rest Owner have more than
twenty-five percent (25%) vciing interest, its negative vote or
failure to vote shall not defeat & motion, and such motion shall
pass if approved by Working Inturest Owners having a maiority voting
interest, unless three or more Working Interest OCwners having
combined vcting interest of at least five percent (5%) likewise
vote against the motion or fail to vcote.

4.3.3 Vote at Meeting by Nenattending Werkinag Interest Cuwner.
Any Working Interest Owner not represented at a meeting may vote on
any agenda item by letter or telegram adcéiessed to the
representative cf Unit Cperator 1f its vote is received prior to the
vote at the meeting, zrovided the acenda items are not amended.

4.3.4 Poll Votes. Working Irnterest Cwners may vcte on and
decide, by letter cr telegram, any natter subnitted in writing to
Working Interest Owners. If & mesting 1s not requested, as

provided in Section 4.2, within seven (7) days after a written
proposal is sent to Workirg Interest Cwners, the vote taken by
letter or telegram shall beccre final. Unit Operator will dgive
prompt notice of the results c¢f such voting tc all Viorking Interest
Owners.

-4-



ARTICLE 5
INDIVIDUAL RIGHTS OF WORKIIG INTEREST OWNERS
5.1 Reservation of Rights. Working Interest Owners severally reserve

to themselves all their rights, except as otherwise provided in this Agreement
and the Unit Agreement.

5.2 Specific Rights. Each Wcrking Interest Owner shall have among
others, the following specific rights:

5.2.1 Access to Unit Area. Access to the Unit Arez et all
reasonable times to inspect Unit Cperations, all wells, and the
records and data pertaining thereto.

5.2.2 Reports. The right to receive from Unit Operator, upon
written request, copies cf all repcrts to any governmental acency,
reports oi crude oil runs and stocks, inventory reports, ard all
other information pertaining to ©Unit Operations. The cost cf
gathering and furnishing information not ordinarily furnished by
Unit Operator to all Working Interest Owners shall be charged to the
Working Interest Owner that requests the information.

5.3 Undrilled Locaticns. Unit COperator shali hLave the opticn to
drill any undrilled lccations on tftracts commitied to the Unit Area at Unit
Exrense subject to partners approval as listed under Article 4.3.

ARTICLE 6
UNIT OPERATOR

6.1 Unit Cperator. Yates Drillingy Company, a New Mexico corporaticn, is
hereby desiunated as Initial Unit Operator.

6.2 Resignation or Removal and Selection of Succecssor. The
resignation or removal of Unit Operator and the selection of a successor shall
be governed by the provisicns of the Unit Agreement.

ARTICLE 7
AUTHCRITIES ALD DUTIES OF UNIT CPERATOR
7.1 Exclusive Right to Cperate Unit. Subject to the provisicns of this

Agreement and to instructions Iron VWorking Interest Owners, Unit Operatocr
shall have the exclusive right and be cobligated to conduct Unit COperations.

7.2 Vorkmanlike Conduct. Uniz Cperator shall conduct Unit Operaticns
in a good and workmanlile manner as would a prudent operator under the same or
similar circumstances. Unit Operator shall freely consult with Working

Interest Owners and keep them informed of all matters which Unit Operator, in
the exercise of its best judgment, considers important. Unit Operator shall
rot Le liable tc VWorking Interest Owners for damages, unless such damaces
result from its gross negligence or willful misconduct.

-5-



7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the
lands and leases in the Unit Area and Unit Equipment free from all liens and
encumbrances occasioned by Unit Operations, except the lien and security
interest of Unit Operator and Working Interest Owners granted hereunder.

7.4 FEmployees. The number cf employees used by Unit Operator in
conducting Unit Operations, their selection, hours of labor, and compensation
shall be determined by Unit Operator. Such employees shall be the employees
of Unit Operator.

7.5 Records. Unit Cperater shall keep correct books, accounts, and
recoréds of Unit Operations.

7.6 Reports tc Working Interest Owners. Unit Operator shall furnish
Working Interest Cwners quarterly reports of Unit Operations.

7.7 Reportits to Governmental Authorities. Unit Operator shall make all
reports to governmental authorities that it has the duty to make as Unit
Cperator.

7.8 Engineering and Geclogical Informat:on. Unit Cperator shall furnish
to a VWorking Interest Owner, upon written request, a ccpy of 2ll logs and
cther engineering and geclogical data pertaining to wells drilled for Unit
Operations.

7.9 Expenditures Unit  Operator is authcrized to make single
expenditures not in excess of Thirty Thousand Dollars ($3C,000.C0) without
prior approval of Working Interest Owners. If an emergency occurs, Unit
COperator may immediately make or irncur such expenditures as in its opinion are
required to deal with the emergency. Unit Operator shall report to Working
Interest Owners, as promptly as possible, the nature of the emergency and the
action taken.

7.10 Wells Drilled by Unit Operator. All wells drilled by Unit
Operator shall be at the usual rates prevailing in the area. Unit Cperator
may employ 1its cwn tools and equipment, but the charge therefor shall nct
exceed the usual rates prevailing in the area, and the work shall be performed
by Unit Operator under the same terms and conditions as are usual in the area
in contracts of independent contractors doing work c¢f an similar nature.

7.12 Mathematical Errors. Unit Operator is empowered to correct any
mathematical errors which might exist in the pertinent exhibits to this
Agr=enent.

7.12 Border Agreement. Subject to the provisions and conditions in the
Unit Agreement, Unit Operator shall have the right and authority to enter into
border protection agreements.

7.13 Conflict of Supervisicn Neither the Unit Operatcr nor the Working
Interest Owners, nor any of them, shall be subject to any forfeiture,
termination or expiration of any rights hereunder or under any leases or
ccntracts subject hereto, or to any peralty or liability on account of delay
or failure in whole or in part to comply with any applicable provisions

-6



thereof to the extent that the said Unit Operator or the Working Interest
Owners, or any of them are hindered, delaved or prevented from complying
therewith by reason of failure of the Unit Operator to obtain, in the exercise
of due diligence, the concurrence of proper representatives of the United
States and of the State of New Mexico ir and abcut any matters or things
concerning which it is required herein that such concurrence be obtained.

ARTICLE 8
TAXES

8.1 Ad Valorem Taxes. BPeginning with the first calendar yvear after the
Effective Date hereof, Unit Cperatcr shall make and file all necessary ad
valorem tax renditions and returns with the proper taxing authorities with
respect to all property of each Werking Interest Owner used or held by Unit
COperator for Unit Operations. Unit Operator shall settle ascessments arising
therefron. Any Working Interest Owner dissatisfied with any proposed
rendition or assescment of its interest in property shall have the riyht, at
its own expense, to protest and resist the same. All such ad Valorem taxes
shall be paid by Unit Operator and charged to the 3joint account; however, if
the interest of a Werking Interest Owner is subject to a separately assessed
overriding royalty interest, production payment, or cother interest in excess
of one-eighth (1/8) royalty, such Working Interest Cwner shall notify Unit
Operator of such interest prior to the rendition date and shall Le given
credit for the reduction in taxes paid resulting therefron.

8.2 OCther Taxes. Each Working Interest OCwner shall pay or cause to be
paid all prcduction, severance, gathering, and other taxes imposed upon or
with respect to the production or handling of its share of Unitized
Substances.

ARTICLE 9
INSURANCE
9.1 Insurance Unit Operator, with respect tc Unit Operations, shall:

(a) comply with the Workmen's Compensation Laws of the State,

(b) carry Employer's Liability and other insurance required by the
laws of the State, and

(c) provide other insurance as set forth in Exhibit "G".
ARTICLE 10
ADJUSTMENT OF INVESTMENTS

10.1 Personal Property Taken Over. Upon the Effective Date, Working
Interest Uwners shal. deliver to Unit Operator the following:

10.1.1 Wells. All wells completed in the Unitized Formation.



10.1.2 Well and Lease Equipment. The casir¢ and +tubing in
each such well, the wellhead connections thereoc:, and all other
lease and operating equipment that is used in the cperaticn of such
wells which Working Interest Owners determine is recessary cor
desirable for conducting Unit Operations.

i0.1.3 Records. A copy of all producticn and well records for
such wells.

10.2 Inventory and Evaluation of Personal Property. Working Interest
Owners shall at Unit Expense inventory and evaluate, as determined by Working
Interest Owners, the perscral property taken over by Unit Operator under
Secticn 10.1.2. Such inventory shall include and ke linited to those items of
equipment considered controllable under Exhibit "F" except, upcn determination
of Vorking Interest Owners, items considered noncontrollable may be included
in the inventory in order to be included in the inventorv for record purposes,
but shall be excluded from evaluation and investrent adjustment.

10.3 Investrent Adjustment. Upon approval by Working Interest Owners of
the inventory and evaluation, each Vorking Interest Owner shall be credited
with the vaiue, as determined in accordance with Section 1C.2 above, of its
interest in all perscral property taken over bv Unit Orerator under Section
10.1.2. &and charged with an amount equal to that cbtained by multiplying the
total value of all such personal property taken over the Unit Operator under
Section 10.1.2. ky such Werking Interest Gwner's Unit Participeticn. If the
charge against any Working Interest Owner is greater than the amount cred.ted
to such Working Interest Owner, the resulting net charge shall be paid and in
all other respects be treated as any other item of Unit Expense chargeable
against such Working Interest Owners. If acgainst such Working Interest Owner,
the resulting net credit shall be paid tc szuch VWorking Interest Cwrer by Unit
Operator out of funds received Ly it in settlement of the net charges
described above.

10.4 General Facilities. The acguisition c¢f warehouses, warehouse
stocks, lease houses, camps, facility system, and office buildings necessary
for Unit Operations shall be by negctiztion by the owners thereof and Unit
Operator, subject to the approval of Working Interes* Cwners.

10.5 Ownership of Personal Property and Facilities. Each Working
Interest Owner, individually, shall by virtue herecf own an wundivided
interest, egqgual tc its Unit Participation, in all wells, ecuipment, personal
property and facilities taken over or ctherwise acquired by Unit Cgperator
pursuant to this agreement.

ARTICLE 11

UNIT EXPENSE

11.1 Basis for Charge to Werking Interest Owners. Unit Cperator
initially shall pay all Unit Expenditures. Each VWorking Interest Cwner shall
reimburse Unit Operator for its share of Unit Expenditures. Each Working

Interest Cwner's share of such Unit Expenditures shall ke the same as its Unit
Participation for:



(a) items 1in the nature of capital assets including, without
limitation, real property if acquired;

(b) acquiring, drilling, redrillirg, equipping and re-ecuipping
water injection wells, replugging cr converting oil wells to water
injection wells, pumping and pipeline facilities for such wells, and
changing any injection interval in any such well;

(c) re-entry and replugging of wells outside the unit area as
necessary to permit water injectiocn into appropriate wells within
the unit area;

(d) gathering 1lines and facilities and common tank batteries
utilized or acquired for Unit Operations, and

(e} water purchased or otherwise contained for injection purposes
and the costs of injecticn thereof into the Unit Area.

Each Working Interest Cwner's share cf all other Unit Expenditures shzll ke
the seme as its Unit Participation in effect at that time. BAll charges,
credits and accounting for Unit Expenditures shall be in accordance with
Exhibit "F".

11.2 Budgets. Before or as socn as practical after the Effective Cate,
Unit Operator chall prepare a budget of estimated Unit Expense fcr the
remainder of the calendar year and on or before the first day of each Octocber
thereafter shall prepare such a budget for the ensuing calendar year. Budgets
shall be estimates only, and shall be adjusted or corrected by Working
Interest Cwners and Unit Operator whenever an adjustment or correction is
proper. A copy of each budget and adjusted budget shall be furnished promptly
to each Working Interest Owner.

11.3 Advance Billings. Unit Operator shall have the right, without
prejudice to other rights cr remedies, tc reguire Vorking Interest Owners o
advance their respective share of estimated Capital Unit Expense by submittirg
to Working Interest Owners, on or before the 15th day of any month, an
itemized estimate therecf for the succeeding month, with a request for payment
in advance. Within fifteen (15) days after receipt of the estimate, each
Working Interest Owner shall pay to Unit Operator its share of such estinate.
Adjustments between estimated and actual Unit Expense shall be made by Unit
Operator at the clcse of each calendar month, and the accounts of Wecrxing
Interest Owners shall be adjusted accordingly.

11.4 Commingling of Funds. Funds received by Unit Operator under this
agreement need not be segregated cor maintained by it as a separate fund, but
may be commingled with its own funds.

11.5 Lien and Security Interest of Unit Operator and the Working Inte:est
Owners. Each Working Interest Owner grents to Unit Operator a lien upon its
0il and Gas Rights in each Tract and a security interest in its share cf
Unitized Substances when extracted and its interest in all Unit Equipmert to
secure payment of its share of Unit Expense, tcgether with interest thereon at
the rate of twelve percent (12%) per arrum, with the further provisicn that
Unit Operatcr grants a like lien to Working Interest Ownerc. To the extent
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that Unit Operator has a security interest under the Uniform Commercial Code
of the State cf New Mexico, Unit Operator shall be entitled to exercise the
rights and remedies c¢f a secured party under the Code. The bringing of a suit
and the obtainirg of a judgment by Unit Operator for the secured indebtedness
shall not be deemed an election of remedies or otherwise affect the lien
rights or cecurity interest as security for the payment thereof. In addition,
uponn default by any Working Interest Owners in the payment of its share of
Unit Expense, Unit Operator shall have the right, without prejudice, to other
rights cr remedies, to collect from the purchaser the proceeds frem the sale
of such Working Interest Owner's share of Unitized Substances until the amount
owed by such Working Interest Cwners, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Unit Operator's written statement
concerning the amount of any default. The rights herein granted the Unit
Operator shall in like marner apply to the other Working Interest Owners.

11.6 Unpaid Unit EXpense. If any Working Interest Owner fails to pay
its share of Unit Expense within sixty (6C) days after rendition of a
statement therefor by Unit Operator, each Working Interest Owner agrees upon
request by Unit Operator, to pay its proportionate part of the unpaid share of
Unit Expense cI the defaulting Werking Interest Owner. Working Interest
Owners that pay the share of Unit Expenrse cf a defeulting Working In*erest
Owner shall ke reimbursed by Unit Operator fcr the amount so paid, plus any
interest collected thereon, ugpon receipt by Unit Operator of any past due
anmount collected from the defaulting Working Interest Cwners. Any share of
Unit Expense shall, to obtain reimbursement thereof, be subrogated to the lien
ané other rights herein granted Unit Cperator.

11.7 Carved-Out Interest. If any VWorking Interest Owriers shall, after
executing this agreement, create an cverriding royalty, production payment,
net proceeds interest, carried interest, or any other interest ocut of its
Working Interest, such carved-out interest shall be subject to the terms and
provisicns of this agreement, specifically including, but without limitation,
Section 11.5 hereof entitled "Lien of Unit Operator." If the Working Interest
Owner creating such carved-out interest (a) fails to pay any Unit Expense
chargeable to such Working ZInterest Owner under this agreement, and the
producticn of CUnitized Substances &accruing to the credit of such Working
Interest Owner 1is insufficient for that purpose, or (b) withdraws from this
agreement under the terms and provisicns of Article 17 hereof, the carved-out
interest shalil be chargeable with & pro rata portion of all Urit Expense
incurred hereunder, the same as though such carved-out interest were a Working
Interest, and Unit Ogperator shall have the right to enforce against such
carved-out interest the lien and all other rights granted in Section 11.5 for
the purpcse c¢f collecting the Unit Expense cheargeable to the carved-out
interest.

11.8 Unccrmmiitted Rovalty. Should an ownz=r of a Royalty Interest in
any Tract fail to keccme a party to the Unit Agreement, and, as a result
thereof, the actual koyalty Interest payments with respect to such Tract are
more or less than the Royalty Interest payrents computed on the basis of the
Unitized Substances that are allccated to cuch Tract under the Unit Agreement,
the difference to be berre by or inure to the benefit of Workirg Interest
Owners shall not exceed an amount ccmputed on the basis of one-eighth (1/8) of
the difference between the Unitized Substances allocated to the Tract and the
Unitized Substances prcduced from the Tract. Such adjustments shall ke made
by charges anéd credits to the joint account.
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11.9 Salvage Credit. Credit for Urit Equipment salvaged during shall
be divided in the same prcportion as the Unit Participation.

11.10 Rentals. The Working Interest Owners in each Tract shall pay
all rentals, minimum royalty, advance rentals or delay rentals due under the
lease thereon and shall concurrently submit to the Unit Operator evidence of
payment.

ARTICLE 12
NCN-UNITIZED FORMATIONS

12.1 Right to Operate. Any Working Interest Owner that now has or
hereafter acquires the right to drill for and produce o©¢il, gas, or other
minerals, from a formation underlying the Unit Area other than the Unitized
Formation, shall have the right to do so notwithstanding this Agreement or the
Unit Agrecement. In exercisinc the right, however, the Wecrking Interest Owner
shall exercise care to prevent unreascnable interference with Unit Operations.
No Working Interest Owner shall produce Unitized Substances through any well
drilled or operated by it. If any Working Interest Owner drills any well into
or through the Unitized Formation, the Unitized Formation shall be protected
in a manner satisfactory to Working Interest Cwners so that the production of
Unitized Substances will not be affected adversely.

ARTICLE 13
TITLES

13.1 Warran*y and Indemnity. Each Working Interest Owner represents and
warrants that it is the owner of the respective working interests set forth
opposite its name in Exhibit "B" of the Unit Agreement, and agrees to
indemnify and hold harmless the cther Working Interest Owners from any loss
due to failure, in whole or in part, or its title to any such interest, except
failure of title arising out of Unit Operations; however, such indemnity and
any liability for breach of warranty shall be limited to an amount egual to
the net value that has been received from the sale or receipt of Unitized
Substances attributed to the interest as to which title failed. Each failure
of title will be deemed to be effective, insofar as this Agreement is
concerned, as of 7:00 a.m. on the first day of the calendar month in which
such failure 1is finally determined, and there shall be nc retroactive
adjustment of Unit Expense, or retroactive allocation of Unitized Substances
or the proceeds therefrom, as a result of title failure.

13.2 Failure Because c¢f Unit Operations. The failure of title of any
Working Interest in any Tract because of Unit Operations, including
nonproduction from such Tract, shali not change the Unit Participation of the
Working Interest Owner whose title failed 1in relation to the Unit
Participations of the other Working Intercst Owners at the time of tke title
failure.
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ARTICLE 14
LIABILITY, CLAIMS, AND SUITS

14.1 Individual Liagbility. The duties, obligaticns, and liabilities of
Working Interest Owners shall be several and not joint or collective; and
nothing herein shall ever be construed as creating a partnership of any kind,
joint venture, association, or trust among Working Interest Owners.

14.2 Settlements. Unit Operator may settle any single damage claim or
suit involving Unit Operations if the experditure does not exceed Fifteen
Thousand LCollars ($15,000.00) ané if the payment is in complete settlement of
such claim or suit. If the amount required for settlement exceeds the above
amount, Working Interest OCwners shall assume and take over the further
handling of the claim or suit, unless such authority, is delegated to Unit
Cperator. 11 costs and expense of hardling, settling, or otherwise
discharging such claim or suit shell be an item of Unit Expense. If a claim
is made against any VWoerking Interest Owner or if any Working Interest Owner is
sued on account of any matter arising from Unit Operations over which such
Working Interest Owner individually has nc control because of the rights given
Working Interest Owners and Unit Operator by this Agreement and the Unit
Agreement, the Working Interest Cwner shall immediately notify Unit Operator,
and the claim or suit shall be treated as any other claim or suit involving
Unit Operaticns.

ARTICLE 1%
LZWS AND REGULATIONS

15.1 Internal Revenue Prcvision. Notwithstanding any provisions herein
that the rights and liabilities of the parties hereunder are several and not
joint or collective, or that this Agreement and operations hereunder shall nct
constitute a partnership, if for Federal income tax purposes this Agreement
and the operations hereunder are regarded as a partnership then each of the
parties hereto elects to be excluded from the application of all of the
provisions of Subchapter K, Chaptexr 1, Subtitle A, of the Internal Revenue
Code of 1954, as permitted and authcrized by Secticn 761 of the Code and the
regulations promulgated thereuncer. Unit Cgerator is hereby authorized and
directed to execute on Lehalf of each of the parties hereto such evidence of
this election as may be reqguired by the Secretary of the Treasury of the
United States or the Federal Internal Fevenue Service, including specifically,
but not by way of limitation, all of the returns, statements, and the data
required by Federal Requlations 1.76l-1{a). <Should there be any requirement
that each party hereto further evidence this election, each party hereto agrees
to execute such documents and furnish such other evidence as may be required
by the Federal Internal Reverue Service or as may be necessary tc evidence
this election. Each party hereto further agrees nct to give any notices or
take any other action inconsistent with the election made hereby. If any
present or future income tax laws of the state or states in which the Unit
Area is located, or any future income tax of the United States, contain
provisions similar to those in Subchapter ¥, Chapter 1, Subtitle A, of the
Internal Revenue Code of 1954, under which an election similar to that provided
by Section 76l of the Code is pernitted, each of the parties agrees to make
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such election as may be permitted, or required by such laws. In naking this
election, each of the parties states that the income derived by such party
from the operations under this Agreement can be adequately determined without
the ccrputation of partnership taxable income.

15.2 Statutory Unitization. If working Interest Owners owning at least
seventy-five percent (75%) of the Unit Participetion have become parties to
this Agreement and if Royalty Interest Owiers owning at least seventy-five
percent (75%) of the Royalty Interest have become parties hereto, the Unit
Operatcr may make application to the New Mexico 0il Conservation Division of
the Energy and Minerals Departmenz for statutorvy wunitization of the
uncommitted interests.

ARTICLE 16
NOTICES

16.1 Notices. All notices required hereunder shall be in writing and
shall be deemed to have been properly served when sent by mail or telegram to
the address cf the representative of each Working Interest Owner as furnished
to Unit Operator in accordance with Article 4.

ARTICLE 17
WITHDRAWAL OF WORKING INTEREST CWNER

17.1 wWithdrawal. A Working Interest Cwner may withdraw froem this
Egreement by transferring, without warranty of title, either express or
implied, to the cother Working Interest Cwners, all its 0il and Gas Rights,
exclusive of Royalty Interests, together with its interest in all Unit
Ecuipment and in all wells used in Unit Operations. The instrument of
transfer may be delivered to Unit Cperator for the transferees. Such transfer
shall not relieve the Working Interest Owner from any obligation or liability
incurred prior to the date of the delivery of the instrument of transfer;
however, the tender has to be accepted unless Working Interest Owners decide
within ninety (90) days to terminatec the Unit. The interest transferred shall
be owned by the transferees in proportion to their respective Unit
Participatons then in effect. The transferees, in proportion to the
respective interests so acquired, shall pay transferor, for its interest in
Unit Equipment, the net salvage value thereof as determined by Working
Interest Cwners. In the event such withdrawing party's interest in the
aforesaid fair salvage value after deducting the estimated cost of salvacing
sarme 1is less than the withdrawing party's share of the estimated cost of
plugging and abandoning all wells then being used or held for Unit Operations,
then the withdrawing party, as a conditicn precedent to withdrawal, shall pay
in cash to the party or parties succeeding to its interest a sum equal to the
deficiency. After the date of delivery of the instrument of transfer, the
withdarawing Working Interest Owner shall be relieved from al. further
cbligations and liability hereunder and under the Unit Agreement, and the
rights of such Working Interest Owner hereunder and under the Unit Agreement
shall cease insofar as they existed by virtue of the interest transferred.
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ARTICLE 18
ABANLCOBRMENT OF WELLS

18.1 Rights of Former Owners. If Working Interest Owners decide tc
permanently abandon any well within the Unit Area prior to termination of the
Unit Agreemert, Unit Operator shall give written notice thereof to the Working
Interest Owners of the Tract on which the well is locat«~d, and they shall have
the option for a period of ninety (90) days after the sending of such notice
to notify Unit Operator in writing of their election to take over and own the
well., Within ten (10) days after the Werking Interest Owners cf the Tract
have notified Unit Operator of their electior to take over the well, they
shall pay Unit Operator, for credit to the Jjcint account, the amount
determined by Working Interest Owners to be the net salvage value of the
casing and equipment in on the well. The Working Interest Owners of the
Tract, by taking over the well, agree to seal off the Unitized fcrmation, and
upcn abandonment to plug the well in compliance with applicable laws and
regulations.

18.2 Fluggirg. If the Working Interest Owners of a Tract do not elect toc
take over & well located wi.thin the Unit Area that is proposed for
abarconment, Unit Operator shall plug and abandon the well in compliance with
applicable laws and regulations.

ARTICLE 19
EFFECTIVE DATE AND TERM

1¢.1 Effective Date. This Agreement shall become effective when the
Unit Agreement becomes effective.

19.2 Term. This &agreement shall continue in effect s=o long as the
Unit Agreeﬁgﬁz remains in eiffect, and thereafter until (a) all Unit wells have
been plugged and abandoned or turned over to Working Interest Owners in
accordance with Article 20; (b) all Unit Equipment and real property acguired
for the joint account have been disposed of by Unit Operatcr in accordance
with instructions of Vorking Interest Owners; and (c) there has been a final
accounting.

LRTICLE 20
ABANDCHMENT OF OPERATICNS

20.1 Terminaticn. Upcn ternminaticn of the Unit Agreement, the following
will occur:

20.1.1 0il and Gas Rights. Cil &and Gas Rights in &ana to each
separate Tract shall no longer he affected by this BAgreement, and
thereafter the parties shall be governed by the terms and provisiors
of the leases, contracts and other instrunents affecting the separate
Tracts.
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20.1.2. Right to Operate. Working Interest Owiiers of any
tract that desire to take over and continue to operate wells
located therecn may do so by payving Unit Operator, for credit to
the joint account, the net salvage values, as determined by
Working Interest Owners, of the casing and equpment in and on
the wells taken over and by agreeing upon abandonment to plug
each well in compliance with applicable laws and regulations.

20.1.3 Cost of Abandonment. The cost of abandonment of
Unit Operations shall be Unit Expense.

20.1.4 Distributicn of Assets. Working Interest Owners shall
share in the distribution of Unit Equipment, or the proceeds
thereof, in proportion to their Unit Participations.

ARTICLE 21
.EXECUTION

21.1 Original, Counterpart, or other Instrument. An owner of a
Working Interest may become a party to this Agreement by signing the origina.
of this instrument, a counterpart thereof, c¢r other instrument agreeing to
become a party hereto. The signing of any such instrument shall have the sa
effect as if all parties had signed the same instrument.

ARTICLE 22
SUCCESSORS AND ASSIGNS

22.1 Successors and Assigns. This Agreement shall extend to, be bindin
upcn, and inure to the benefit of the parties hereto and their respective
heirs, devisees, legal representative, successors, anéd assigns, and shall

corstitute a covenant running with the lands, leases, and interests covered
hereby.

Mo party hereto shall assign or convey less than his entire interest in
any Tract committed hereto unless such leased interest, if any, is an
undivided interest in such entire tract; and, should any interest committed
heretc be cor become owned by three (3) of more parties, then all of such
parties shall be cbligated to appoint a single agent to represent such
interest for the purpose of accepting billings and receiving payments, if an:
arising hereunder, or under the Unit Agreement, and for vote upcn any matter
which is the subject of determinat:on of by the Working Interest Owners.

IN WITNESS WHEREQCF, the parties hereto have executed this Agreement on
the dates opposite their respective signatures.

YATES DRILLING COMPANY
Unit Operator/aﬁg Working Interest Owner

e )// Atterney-in-Factl
~15- / )

L




SIGNATURE PAGE ATTACHED TO AND MADE A PART OF UNIT OPERATING AGREEMENT
COVERING CATUS (QUEEN) UNIT, CHAVES COUNTY, NEW MEXICO.

STATE OF NEW MEXICO )
: S8
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this 6th day
of November, 1989 by Peyton Yates, Attorney-in-Fact for YATES DRILLING
y

COMPANY, & New Mexico corporation, on behalf of said corporation.

My commission expires: N il e

March 1, 1990 Notary Public




EXHIBIT "E"
TO UNIT OPERATING AGREEMENT

FROPOSED CACTUS GUELY  §==========zzzzz==3zzzzs|s2zz2z=2s=z323z=3=3x3z2 {===z=zzas=3s EEY zz=zzzIzIsIsczasss)
STATUTORY UNIT {PARTICIPATION FRACTION (PARTICIPATION FRACTION iPARTICIPATION FRACTION iPARTICIPATION FRACTION !
CHAVES DD._. NM |2=zszozzzszRsssIsssITIs|RIZIcsasIsssIsIIssIIsIIa)IsszzossszIzacIc {=====zz=zssssx =s===== ==z}
G 00700000 Triseitiiiils Q030000 diieiiiitiiiit €.230000 1.0000Q¢
jIFSEIITIzISEIzIIIIIR2S yFE=E23Izs=sIssRsERscEEs ySE====EeEs i ==

: iCURULATIVE OIL PROD.  HAY, JUNE & JULY 1989 IORIGINAL OIL IN FLACE

i iTHRU JULY 1989 (BBLS) IPRODUCTION (EBLS! {1BELS) ;

il iGarner Fed, 7 4 23,629 0.122941 198 0.10879f + 333,180  0.2(85£9 ) 0446441 |
11 aibarner fed. i 21,039 0.108347 4 ti6  0.083736 ! 27,416 0.017989 i 0.083686 |
i1 BISE/NE 33-125-3E ¢ 0.000600 1 & 0.00000 20,483 0,013437 ¢ 0,0603355 |
12 iBurkitt Fed. 83 b 103 0,02(498 | 15 0.041209 1 138,740 0,104135 | 0.050142
2 aiNW/NE 34-125-T0E 0 0 0.000000 3 8 G.000000 | 39,371 0.025828 | 0006457 3
13 tDeluna Fed. A 12,805 0.065063 1 102 0056044 1 156,168 0.102461 § 0.074£83 4
14 iGaliagrer St. 8l 19,546 0.160844 5 (58 0.106892 1 63,018 0.041340 | 9,08£254
i3 (Apache "27" &t. 41 19,603 0,191286 o F4 0 0.005648 1 120,037 0078745 0 0.093120 4
19 aihpache “27° 31, &2 6,755 0.034E3L & 36 6030769 1 24,152 0,010844 1 0,026859
{3 biSW/SW 27-125-31E & - 9 0,GA00GH 0 0.000909 i 24,547 0.015103 ) 0,004026
& 1Doyal LN 45,211 0.233158 | S 0.295604 1 202,699 0.198704 0.227737
17 iDoyal $21 33,613 0.173429 407 0.223626 1 204,277 0.133007 © 0.165077 |
18 iDoyal AR D 0,000000 9 0,000008 ¢ 8,844 £.005802 | 0.001450
1 idoyal §1 0 3,303 6.077360 46 0.021978 1 41,213 0.027040 3 0.027011

Vo 193,824 1900004 ¢ 1,826 1,000000 v 1,524,371 £.000600 i 1.0090¢0 1
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ftime for the taking of wilten exception 1o and the adjuutinents of SCCOULLS

( EXHIBIT  “F v (

Attiched to and_made_n nart of Unit Opnmting ’\”""“"‘e“ﬁ'
Cactus(QueenlUnit,. . Chaves. County, . New. Mexico

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENECRAL PLROVISIONS
Definitions

*“Joint Property™ shall mcan the real and persoaal proparty subjeet to the agreement to which this Accouatiag
Procedare is attached.

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

maintenance of the Juint Property. b

*Joint Account™ shall incan the account showing the charges paid and eredits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

“Opcerator” shall mean the party designated 10 conduct the Joint Opecratjons.

“Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mcan Operator and Non-Operators.

“First Level Supervisors” shall mean those emplovees whose primary function in Joint Operations is the direct
supcrvision of other cmployces and/or contract labor directly employed on the Juint Property in a ficld operat-
ing capacity,

*“Feeknical Employees™ shall mean those embloyees having special and specific engincering, genlogical or other
professional skills, and whose primnary funciion in.Joint Operations is the handling of speettic operating condi-
tions and problems_for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursabile expenges of Operator's employevs,

S*Material” shall mean personal property, cquipment or supplies acquired or held for use on the Joint Property.

“Controllable Material™ shall medn Material which at the time is so classified in the Material Classiticuiion Manual
as most recently rceommended by the Council of Petroleums Accountants Socictics of North America.

Statement and Billings

Opcrator shall Lill Non-Operaters on or before the last day of cach month for their preportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify twe auther-
ily for expenditure, Iease cr facilily, and all-charges and credits, summarized by appropriate classineations of jn-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identificd and fully deseribed in detail.

Advances and Payments by Non-Operatars

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

Eacit Non-Qperator shali pay its proportion of all bills within fifteen (15) days after veceipl. I pavment s not
made wilhis such lime, the unpaid balance shall hear mterest maonthly at the rate of twelve pereent {12°; ) per
annum or the maxinuun contract rate permitted by the applicable usury laws in the state in which the Jomt
Property is located, whichever is the lesser, plus attorney’s fecs, court custs, and other costs in connection with
the collection of unpaid amounts,

Adjustments

Payment of any such bills shall not prejudice the vight of any Non-Operator to protest oy question the corre
ness thereof; provided, however, all bills ana statements rendered o Nen-Operators by Operutor during any
calendnr year shall canclusivddy be presuined 1o be true and correet after twenty-four (24) months Io!lﬁu-rﬁ'
the end of any such calendar year, unless within the said twenty-four (24) wonth period a Non-Operator 1'11';-\-‘
written exception thereto and makes cliim on Operator for adjustinent. No adjustment favoryble to Qpuerator :h"ni‘l
be made urkess 1 1s made within ‘.hf‘ sumie presensbed pevind, Yhe provisions of this parapgraph shatl not hl'(‘.\'c.nl
adjustments resuling from a physical invenory of Controllable Muterial as provided for in Scction V,

cl-

Audits

A. Non-Operator, upon notice in writing to Oporatar and all other Non-Opetators, shall have the right 10 audit Ope-
rator's accounts aud recovds aelatimg to the Joint Account tor any calendar year within the twentv-fean (21) month
pertod follossingg the end of snch calendar year: provided, however, e malang of an audit thall not extend the
s pnovaded for i Pavaeiaph 4 of thas
shall make every remioante offort 1o
mmum of inconventence 1o the Opin-
Lomcnored under this pavapraph unless aprecd

Section ). Where there are two or innre Noo-Operatons, the Non-Operators
conduct jmnt or simullincous mulits moa manner which wall ceosuit jn g n
tor. Opcratar shidl beir o porvon of the Non-Operators” audit o
to Ly the Qperator.

Anpioval hy Non-Operators

Where an approval ar other agreeaent of the Pastios or Non-Oneratars is expressly required mnder other e
tions of thiv Aceounting rocedare and of the avrcement o which this Acenuntg:

: Pincedurs o attziched contaane
no coutrary provisions in tegnd therato, Qocvatare sholl nanfy i Nog.O

‘ ) poratars of the Oferator’s yuoposal, aeg
e apeement or approval of aomagunity oanteest of te FO0-O0 1 aors thail I contioling e all Nun-OGpea-
tur:,
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¢ IL DIRECT CHARGES

Operator shall charpge the Joint Account with the following items:

2,

o>

Rentuls and Royaliies
Lease rentals and rayalties paid by Operator for the Juint Operations.
Lubor

A. (1) Salaries and wages of Operator's field employees direclly employed on the Joint Property in the conduct
ot Joint Operutions.

(2) Salarices of Fitst Level Supervisors in the ficld. -

(3) Salaries and wapes of ‘Technical Employces direetly employed on the Joint Mraperty if such charpes are
exchided from the Overhead rates.

B. Opcrator’s cost of holiday, vacation, sickness and disability benefits and other customuary allowances paid to
employees whose salavies and wages are chargeable to the Joint Account under Paragraph 2A of this Section
1. Such costs under this Paragraph 213 may be charged on a “when and ax paid Lasis™ or Ly “pereentage as-
sessment” on the amount of solaries and wazes charweable 10 the Joint Account under Paracraph 2A of this
Scction 11. I pereentage assessment is used, the rate shall be based on the Qperator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by pgoverumental authority which are

appheable to Operator’s costs chargeabd. 1o the Joint Account under DPuragraphs 2A and 2B of this Scc-
tion II. :

Personal Expenses of those employees whose saluries and wages are chergeable to the Joint Account under
Paragraph 2A of this Scction 11,

D

Employee Bencfits

Opcerator’s current costs of established plans for employees' group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operater's lubor
cost chargeable to the Joint Account under Paragraphs ZA and 2B of this Section 1 shall be Operator's actual

cost not to exceed twenly per cent (20%), OT percentage most recently recommended by COPAS

Malterial

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

Transpoariation

Transportation of employees and Material necessary for the Joint Operations but subjeet to the following hmita-

tions: ) )

A. If Matevial is moved (o the Joint Praoperty {from the Operator’s warchouse or other propertics, no charpe shall
be made to the Joint Account {or a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where hike material is normally available, unicss apvecd
to by the Partics. -

B. If surpius Muterial is moved to Operator's warchouse or other storage puint, no charge shall he made to the
Joint Account for a distance greater than the distince to the nearest relinble supply store. recoznized burpe
terninal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving hMaterial to other praperties belonging 1o Operator, unless agreed to by the Parties,

C. In the application of Subparagraphs A and B above, there shall be no cqualization of actual gross trucking cost
of £200 or less excluding accessorial charges.
Services .

The cost of cantract services, cquipment ind utilities provided by oufside sources, except services exeluded Ly

Paragraph 9 of Scction I and Paragraph 1. ii of Section 111 The cost of prolessional consulbtant services and m”--

tract services of toechnical pevsonnel dircetly emtrzed on the Joint Property if such charges are excluded froer the

Overhead rates. The cust of professionid consuliant scrvices or contract services of technical persnnnet not di-

rectly enpaped on the Joint Property shadl not be charped 1o the Joint Account uniess previously agiecd 1o by

the Partics. . g

Equipment and Facilities Furnished by Operatar

A. Operator shall charpee the Joint Account for use of Opcrator owned cquipment and facilities at Fites com.
mensurite with cnats of ownerslup and eperation. Such vites shall include costs of mamntenanee, (epairvs, other
operalingg expense, insurance, taxes, cepreaation. and interest on o mvestment net te exceed cight per eent (7))
per annum. Such rates shall not exceed averape comamercial rates currently previchng i the mmedile
of the Jeint Proyerty.

RYLANY

B.. Insieu of charges in Pavagraph A abiove, Operator may eleet 10 use averapge cummercial rafes provailing in
the immediate mea of the Jomt Propenty Jess 2070, For automotive cquipiment, Operitor may clect 1o use raies
published Ly the Petioleun Motor Tranaport: Assoctation.

| -
Damagpes and Losses to Join{ Property

AN costs o expenses necessary for e vepmr ov replicement of Joini Property made necessary hecavse of dam-
ares or Josses mncorred by fite, tload, storm, theit, secnient, or other'canse, cieopt those w::ulln;u- from Opetidor’s
fross neplpence or williul puscondoct. Operator shanl hinish Non-Operster wntien notice of ai:nm;u-rs ur lu-.m;
Incuried i soon as praciicable after @oreport thereof has been seeaved by Operatar, > .

Lepal Expense

Expense of hamdling, investipating and settling: litigation or elaime, direharping of liens, pavment of judements.
abd ameunts pani for settlement of clams weazred mnoor resallingg Hrom oprrations under, the .':.“_w“-rm o
meceaay to proteet or tecover the Jomt Propaty, eseept thal no clizrpe for sorvices of Operaton lepad miadf
o1 fees or expense of oulode Gbyneys shall bemsde wricaa previousdy apreed 1o hy the Puatien, Al other L)
expenre 1 considered o e tovensb by the averhead provicons of Sceton L unless otherwse pperced 16 Ly the
Pinties, eacept as piovided i Section i, Paragraph 3.




tion thereof, or the production therefrom, und wiinch taxes have been paid b) the Operator for the benenit of the
Paities,

1. Jusurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Vare
ties, In the event Jomt Opevations are conducted in a staw in which’ Operator may act as self-insurer for Work-
men’s Compensation and.or Employers Liability  under the respective state’s laws, Operator may, ot its clection,
include the risk under its self-insurance program and in that event, Operator shall include a charge it Opuerator's
coit not to excwed manual rates.

12. Qther Expemditures

Any other expenditure not covercd or dealt with in the foregoing provisions of this Section 1. or in Section 111,
and which is incurred by the Operatar in the necessary and proper conduct of the Juint Operations.

1

1. OVERHEAD

1. Overhead - Drilling and Producing ()pcrnlions'

As compensation for administrative, supervisidn, office services and warchousing costs, Operator shall charge
drilling and producing apcrations on cither:

( X ) Fixed Rate Basis, Paragraph 1A, or

( ) Percentage Basis, Paragraph 1B,
Unless otherwise agreed to by the Parties, such charge shall be in liew of costs and expenses of all offices
and salaries or wayes plus applicablie burdens and expenses of all personnel, except thoese ditectly charrcabic
under Paragraph 2A, Scction 1. The cost and expense of services from oulside sources in connection with
matiers of taxation, tratfie, acvounting or matters before or involving governmental agencies shatl be comsidered
as included in the Overhead rates provided fer in the above selected Paragraph of this Section 11 unless such
cost and expense are agreed to by the Parties us a dircet charpge to the Jeint Account.
The salarics, wages and Personal Expenses of Technical Employces and.or the cost of professional consultant
services and contract services of technical personnel direetly L‘mplO)Ld on the Joint Pwpcxlv shall () shall
not (X) be covered by the Overhead rates. - - . b

Overhead - Fixed Rate Basis
(1) Opecrator shall charge the Joint Account at the following rates per well per month:
Drilling Well Rate § .= 3550 00
Producing Well Rate § ,355,03

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

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

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion ¢quipment
arrives on location and terminate on the date the drilling or completion equipinent moves off loca-
tion or rig is relcased, whichever occurs first, except that no charve shall be made during suspen-
sion of drilling opeiations for tifteen (15) or more consecutive days

[3] Charges for wells underpoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charpes shall be applicd for
the period from date workover operations, with rig, commence through date of rig release. except
that no charge shall be made during suspension of eperations fur fifteen (13) or more consecutive
days.

(b) Producing Well Rates

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

[2] Each active completion in a multi-completed well in which production is not commingled down
hiole shall Le considered s a once-well churge providing cach completion is considered a separate
well by the goverming repulatory authornity.

[3] An inactive gas well shut in becauze of overproduction or failure of prrchaser 1o take the produc-
tion shall be considered us wone-well charge providing the pas well is directly connccted 10 a per-
mmanent sales outlet,

{4 A one-well charge may be made for the month in which plunging and abandonment operutions
are completed on any well.

15) All other inactive wells (including bul not Limited to inactive wells covered by unit allowable,
lease allowable, trimsferred allowable, etel) shall not qualifly for an overhead chanpe.

(3) The well rates shall be adjusted as of the fust day of Apeil cach year following the effective date of the
aprcement o whoeh tiais Arcounting: Procedwe is attached, Fhe adjuntment shadl be computed by multi-
plying the rate crrently inoure by the poercentape inercase or deereare in the average weenly carnimgs of

Crude P'etioleunt and Gas Dradoction Warkers for the Jast eabendar year compined ta the calendar year

precedine as shown by the mdex of averaee weekly catmngs of Cradie Petroles um and Gas Felds Produc-

tion W kers as published by the United Stales Departinent of Labor, Poreau of Lalor Stalinbies, o the
cquivident Canadizn andex e publizbed by Statehies Canada, as .lpphtulllu. The adjusted rates .\h:.ll Le
the rutes currently o use, plus or minus the scomputad adjustment,

' B Tk
- M. Tuxes ( ( a

All taxes of every kind and nature assessed or levied upon or in cannection with the Joint Property, the apera-

J
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B. Overhead = Peseentage is
(1) Operator shall charpy  (he Joint Account ot the following yates: (
{n) Dievelopment

- Pereent { ) of the cost of Development of the Joint Pruperty exclusive of costs
provided under Paragraph 8 of Scetion 11 and all salvage credits.

(b) Operating

Pereent ( %5) of the cast of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Scction H, all salvage credits, the value of injected substances purchased
for sccondary recavery and all taxes qud asseasments wiieh ave Jevied, assessed and paid upon the min-
cral interest in and to the Jont Property.

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

For the purpose of determining charges on o percentape hasis under Pavagraph 11 of this Section 111, de-
velopment shall include all costs in connection with drilling, redrilling, decpening or any remedial onera-
tions on any or all wells involving the use of drilling ciew and equipmient: also, preliminary expe aditures
necessary in prepavation for drithing and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and arigingl cost of construction or installation of fixed asaets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Constructien as o red n
Parapraph 2 of this Scetion I All other costs shall Le considered as Operatinge.

2. Overhead - Major Counstruction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any ather project cleatly discernible as a fixed isset required for the development and
operation of the Joint Property, Operaior shall cither negotiate a rate prior 1o the beginning of construetion, or shall
charge the Joint Account for Overhead based on the following rales for any Major Cunstiuction project in excess
of $.25,000
A. é - %¢ of total costs if such costs are more than 5_2_5_,9_0_0___ but Jess than $_100,000____; plus
B. ~—S¢c of total costs in excess of $__]Q_Q:.O.Q,Q___ but less than $1,000,000; plus

C. _.5 ¢ of total costs in excess of $1,000,000.

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

3. Amendment of Rates

The Overhead rates provided for in this Section 111 may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to-be insufficient or excessive,

IV. PRICING OF JOINT ACCOURT MATERIAL PURCHASES, TRANSFERS AND DISEOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and eredits for alj ma-
terial movements aflecting the Joint Property. Operitor shall provide all Material for use on the Jomt Preperty
ever, at Operator's option, such Material may te supplied Ly the Noan-Operatar, Operator shudl make timely sispusition
of idle and,/or surplus Material, such disposal being made cither through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, bul shall be under no oblization to purchaxe, interest of Non-Operi, -
fors in surplus condition A or B Material. The disposal of surplus Controllable Muterial not purchased by the Opera-
tor shall be agreed to by the Parties.

1. Purchases

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

2. Trans{crs and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to Ly the Parties, shiall be priced on the following Lures exclinive of rnsl{ e
counts:

A. New Material (Condition A)

(1) ‘Tubular goods, except line pipe, shall be prierd at the current new price in cffect on date of movement on a
maximum carload or barge load weipht basis, regardiess of quantity transferred, equalized to the Javrest
published price fob, railvway receiving point or recognized barpe terminal nearest the Joing Property
where such Matesial is norinally available. !

(2) Line Pipc
(a) Movement of less than 30,000 pounds shall Le priced at the current nevs price, in effeet at dale

movement, as listed by « rehiable supgly store nearest the Joint Property where such Mate
mally available.

is-

of
rial is nor-

(L) Movemient of 30,000 pounds or more shall be priced under provisions of tubulanr roods pricin

vin Para-
waph 24 (1) of this Seetion 1V, ! i

(3) Other Material shall be priced ut the current new price, in effect at date of movement, as listed by a veliable
s supply stere or Lo, roslway receiving point nearest the Joint Prepeity where such dMaterial is noimally
available, .
3. Goo:l Used JMaterind (Condition 13)
Material in sound and serviceable eondition and suitable for yeuse without reconditioning:
(1) Midcrial ioved to the Joint Property
(a) Atzeventy-five pereent (150) of current new price, as determined by Pavapraph 2A of this Section 1V,
(2) Materind meved from the Joint Property

(a) A sevante-hve pereent (75%) of current new price, an delermined by ]‘.|r;m|.;||.~h 2A of this Seclhicn 1V,
H Materal was originaliy chovped to the Jeinl Account as pow Matenal, or

- ——hom
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- i bt
(L) ut zixty-five l( W (G5 ) of current new price, as lh-lvrmin( s Parapraph 2A of this Section
IV, it Material Tas ovigmally charied to the Joint Account as gods. ased Material st seventy-five per-
cent (79% ) of curtent new price,
The cost of reconditionmy, if any, shall be absorbed by the transferring praperty.
C. Other Usesd Material (Condition € and D)
(1) Conditicn C

M:terial which is not in sound and serviceable condition and not suilable for its orvipinal function until
after recondiiioning shall be priced at fifty percent (501 ) of current new price as determined by Para-
graph 27 of this Section IV, The cost of reconditioning shall be charged to the recenvaing progeerty, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value,

(2) Condition D

All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its aripinal puipose but usable for some other purpose, shall Le
priced on a hasis comparable with that of items normally used for such other purpose. Qperiator may dis-
pose of Condition D Mateiial under procedures normally utilized by the Operator without pnor spproval
of Non-Qperators,

D. Obsolete Material

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

.
E. Pricing Conditions .
(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in heu of loading and unloading costs sustained, when
actual hauling cost of such tubulir poods are equalized under provisions of Paragraph 5 of Scetion 11,
(2) Material involving ercction costs shall be charged at applicable percentage of the current knocked-down
price of new Material,

Premium Prices

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

Warranty of Material Furnished by Operator

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

V. INVENTORIES
Opcrator shall maintain detailed records of Controllable Material.
Periodic Inventories, Nolice and Representation
At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controlluble Material.
Written nofice of intention to take inventory shall be given by Operator at least thirty (30) days hefore any inven-
tory is to bepin o that Non-Operators may Le represented when any inventory is taken, Failure of Non-Operators
o be represented at an inventory shall bind Non-Opurators to accept the inventory taken by Operator.
Reconciliation and Adjustment of Inventaries
Reconciliation of a physical inventory with the Joint Account shall Le made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the lakung of the inventory. Inventory -

justments shall be made by Operator with the Joint Account jor overages and shortages, but Gperator shall be
held accountable only for shortages due to lack of reusonable diligence. .

Special Inventories )

Special Inventories may be taken whenever there is any sale ar change of interest in the Joint Property, It shall
Le the duty of the party selling to notify all other Partics as quickly as possible after the transfer of interest takes
place. In such cazes, Loth the seller and the purchaser shall be governed Ly such inventory.

Expense of Conducting Periodic Inventories

The expense of conducting perivdic Inventories shall not be charged to the Joint Account unless agreed ta by the
Partics.

— 5




EXHIBIT “G"

,,,,,,

ADDITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry insurance for the
benefit and at the expense of the parties hereto, as follows:

(A) Vorkmen's Compensation Insurance as contemplated by the state in
which operations will be conducted, and-Employer's -Liability
Insurance with limits of not less than $100,000.00 per employec.

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

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

Property Damage ~ $100,000.00 each occurence.

Except as authorized by this Exhibit "G", Operator shall not make any charge to
the joint account for insurance premiums. Losses not covered by Operator's
insurance (or by insurance required by this agrcement to be carried for the
benefit and at the expense of the parties herecto)

shall be charged to the
joint account.
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UUIT CPERATING AGREEMENT
CACTUS (QUEEN) UNIT
CHAVES COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as the lst day of Novermber, 1988 by and
between the parties who have signed the original of this instrument, a
counterpart thereof, or other instrument agreeing to kecome a party hereto,

WITNESSETH:

WHEPEAS, the parties hereto as Working Interest Owners have executed, as
of the date herecf, an Agreement entitled "Unit Agreement, Cactus Queen Unit,
Chaves County, New Mexico," herein referred to as "Unit Agreement," which,
among other things, provides for a separate aqreement to be entered into by
Working Interest Owners to provide for Unit Operations as therein defined.

NOW, THEREFORE, in consideratior of the mutual agreements herein set
forth, it is agreed as follows:

ARPTICIE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby
confirmed and by reference made & part of this Agreement. The definitions in
the Unit Agreement are adopted for all purposes of this Agreement. If there
is any conflict between the Unit Agreement and this Agreement, the Unit
Agreement shall govern.

ARTICLE 2

EXHIBITS
2.1 Exhibits. The fecllowirg exhibits are incorpcrated herein by
reference:
2.1.1 Exhibits "A", "B", and "C", of the Unit Agreement.
There is no Exhibit "D".
2.1.2 Exhibit "E", attached hereto, is a schedule showing the Unit

Participaticn of each Werking Interest Owner. Exhibit “E", cor a revision
thereof, shall not ke conclusive as to the infcrmation therein, except it
may be used as showing the Unit Perticipations of Working Interest Owners
for purposes of this Agreement until shown to be in error or revised as
herein authcrized.

2.1.3 Exhikit "F", attached hereto, is the Accounting Prccedure
applicable to Unit Operaticns, If there is any conflict between this
Agreement and Exhibit "F", this Agreement shall govern.

2.1.4 Exhibit "G", attached hereto, contains insurance previsions
applicable to Unit Operations.



2.2 Revision of Exhibits. Whenever Exhibits "a", “B" or "c"
are revised, Exhibit "E" shall be revised accordingly and be
effective as of the same date. Unit Operator shall also revise
Exhibit "E" from time to time as required to conform to changes in
ownership of which ©Unit Operator has been notified as provided in
the Unit Agreement.

2.3 Reference to Exhibits. When reference 1is made herein to an
exhibit, it is to the exhibit as originally attached or if revised, to the
last revision.

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

3.1 Overall Supervision. Working Interest Owners shall exercise
overall supervision and contrecl of all matters pertaining to Unit Operations
pursuant to this Agreement and the Unit Agreement. In the exercise of such
authority, each Working Interest Owner shall act solely in its own behalf in
the capacity of an individual owner and not on behalf of the owners as an
entirety.

3.2 Specific Authorities and Duties. The matters with respect to which
Working Interest Owners shall decide and take action shall include, but not be
limited to, the following:

3.2.1 Method of Operation. The method of operation,
including the type or types of pressure maintenance, secondary
recovery, or other recovery program to be employed.

3.2.2 Drilling of Wells. The drilling of any well whether
for production of Unitized Substances, for use as an injection well,
- or for other purposes.

3.2.3. Well Recompletion and Change of Status. The recompletion,
abandonment, or permanent change of status of any well, or the use
of any well for injection or other purposes. The Unit Operator
shall be responsible for performing such work and such work shall be
done at Unit Expense.

3.2.4 »penditures. The making of any single expenditure in
excess of Fifteen Thousand Dollars ($15,000.00); however, approval
by Working Interest Owners of the drilling, reworking, deepening, or
plugging back of any well shall include approval of all necessary
expenditures required therefore, and for completing, testing and
equipping the well, including necessary flow lines, separators, and
lease tankage; provided however, that in case of blowout, explosion,
fire, flood or other sudden emergencies, Unit Operator may take
steps and incur such expenses as in its opinion are required to
deal with the emergency and to safequard life or property but that

Unit Operator shall, as promptly as possible, report the emergency to
the Working Interest Owners,



3.2.5 Disposition of Unit Equipment. The selling or
otherwise disposing of any major item of surplus Unit Equipment, if
the current price of new equipment similar thereto is Five Thousand
Dollars ($5,000.00) or more.

3.2.6 Appearance Before a Court or Requlatory Agency. The
designating of a representative to appear before any court or
regulatory agency in matters pertaining to Unit Cperations; however,
such designation shall not prevent any Working Interest Owner from
appearing in person or from designating another representative in
its own behalf.

3.2.7 Audits. The auditing of the accounts of Unit Operator
pertaining to Unit Operaticns hereunder; however, the audits shall

(a) not be conducted more than once each year except upon the
resignation or removal of Unit Operator, and

(b} be made upon the approval of the owner or owners of a majority
of Working Interest other than that of Unit Operator, at the expense
of all Working Interest Owners other than Unit Operator, or

(c) be made at the expense of those Working Interest Owners
reguesting such audit, if owners of less than a majority of Working
Interest, other than that of Unit Operator, request such an audit,
and

{d) be made upon not less than thirty (30) days written notice to
Unit Cperator.

3.2.8 Inventories. The taking of periodic inventories under
the terms of Exhibit "F".

3.2.9 Technical Services. The authorizing of charges to the
Joint Account of services by consultants or Unit Operator's
technical personnel not covered by the overhead charges provided by
Exhibit "F".

3.2.10 Assignments to Committees. The appointment of
committees to study any problems in connection with Unit Operations.

3.2.11 The removal of Unit Operator and the selection of a
successor.

3.2.12 The enlargement of the Unit Area.
3.2.13 The adjustment and readjustment or investments.

3.2.14 The termination of the Unit Agreement.



ARTICLE 4
MANNER OF EXERCISING SUPERVISION

4.1 Designation of Representatives. Each Working Interest Owner shall
inform Unit Operator in writing of the names and addresses of the
representative and alternate who are authorized to represent and bind such
Working Interest Owner with respect to Unit Operations. The representative or
alternate may be changed from time to time by written notice to Unit Operator.

4.2 Meetings. All meetings of Working Interest Owners shall bLe
called by Unit Operator upon its own motion or at the request of two (2) or
more Working Interest Owners having a total Unit Participation then in effect
of not less than ten percent (10%). No meeting shall be called on less than
fourteen (14) days advance written notice, with agenda for the meeting
attached. Working Interest Owners who attend the meeting may amend items
included in the agenda and may act upon an amended item or other items
presented at the meeting. The representative of Unit Operator shall be
chairman of each meeting.

4.3 Voting Procedure. Working Interest Owners shall decide all matters
coming before them as follows:

4.3.1 Voting Interest. Each Working Interest Owner shall have
a voting interest equal to its Unit Participation in effect at the
time of the vote. '

4.3.2 Vote Required. Unless otherwise provided herein or in the
Unit Agreement, Working Interest Owners shall determine all matters
by the affirmative vote of four or more Working Interest Owners
having a combined voting interest of at least seventy-five percent
(75%) ; however, should any one Working Interest Owner have more than
twenty-five percent (25%) voting interest, 1ts negative vote or
failure to vote shall not defeat a motion, and such motion shall
pass if approved by Working Interest Owners having a majority voting
interest, unless three or more Working Interest Owners having
combined voting interest of at least five percent (5%) likewise
vote against the motion or fail to vote.

4.3.3 Vote at Meeting by Nonattending Working Interest Owrner.
Any Working Interest Owner not represented at a meeting may vote on
any agenda item by letter or telegram addressed to the
representative of Unit Operator if its vote is received prior to the
vote at the meeting, provided the agenda items are not amended.

4.3.4 Poll Votes. Working Interest Owners may vote on and
decide, by letter or telegram, any matter submitted in writing to
Working Interest Owners. If a meeting 1is not requested, as

provided in Section 4.2, within seven (7) days after a written
proposal 1is sent to Working Interest Owners, the vote taken by

letter or telegram shall become final. Unit Operator will give
prompt notice cf the results of such voting to all Working Interest
Owners.



ARTICLE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS
5.1 Reservation of Rights. Working Interest Owners severally reserve

to themselves all their rights, except as otherwise provided in this Agreement
and the Unit Agreement.

5.2 Specific Rights. Each Working Interest Owner shall have among
others, the following specific rights:

5.2.1 Access to Unit Area. Access to the Unit Area at all
reasonable times to inspect Unit Operations, all wells, and the
records and data pertaining thereto.

5.2.2 Reports. The right to receive from Unit Operator, upon
written request, copies of all reports to any governmental agency,
reports of crude oil runs and stocks, inventory reports, and all
other information pertaining to Unit Operations. The cost of
gathering and furnishing information not ordinarilyv furnished by
Unit Operator to all Working Interest Owners shall be charged to the
Working Interest Owner that requests the information.

5.3 Undrilled Locations. Unit Operator shall have the option to
érill any undrilled locations on tracts committed to the Unit Area at Unit
Expense subject to partners approval as listed under Article 4.3.

ARTICLE 6
UNIT OPERATOR

6.1 Unit Operator. Yates Drilling Company, a New Mexico corporation, is
hereby designated as Initial Unit Operator.

6.2 Resignation or Removal and Selection of Successor. The
resignation or removal of Unit Operator and the selection of a successor shall
be governed by the provisions of the Unit Agreement.

ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR
7.1 Exclusive Right to Operate Unit. Subject to the provisions of this

Agreement and to instructions from Working Interest Owners, Unit Operator
shall have the exclusive right and be obligated to conduct Unit Operations.

7.2 Workmanlike Conduct. Unit Operator shall conduct Unit Operations
in a good and workmanlike manner as would a prudent operator under the same or
similar circumstances. Unit Operator shall freely consult with Working

Interest Owners and keep them informed of all matters which Unit Operator, in
the exercise of its best judgment, considers important. Unit Operator shall
not be liable to Working Interest Owners for damages, unless such damages
result from its gross negligence or willful misconduct.

-5



7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the
lands and leases in the Unit Area and Unit Equipment free frcm all liens and
encumbrances occasioned by Unit Operations, except the lien and security
interest of Unit COperator and Working Interest Owners granted hereunder.

7.4 Employees. The number of employees used by Unit Operator in
conducting Unit Operations, their selection, hours of labor, and compensation
shall be determined by Unit Operator. Such employees shall be the employees
of Unit Operator.

7.5 Records. Unit Cperator shall keep correct books, accounts, and
records of Unit Cperations.

7.6 Reports to Working Interest Owners. Unit Operator shall furnish
Working Interest Owners quarterly reports of Unit Operations.

7.7 Reports to Governmental Authorities. Unit Operator shall make all
reports to governmental authorities that it has the duty to make as Unit
Operator.

7.8 Engineering and Ceological Information. Unit Cperator shall furnish
to a Working Interest Owner, upon written request, a copy of all logs and
other engineering and geological data pertaining to wells drilled for Unit
Operations.

7.9 Expenditures Unit  Operator is authorized to nmake single
expenditures not in excess of Thirty Thousand Dollars ($30,000.00) without
prior approval of Working Interest Owners. If an emergency occurs, Unit
Operator may immediately make or incur such expenditures as in its opinion are
required to deal with the emergency. Unit Operator shall report to Working

Interest Cwners, as promptly as possible, the nature of the emergency and the
action taken.

7.10 Wells Drilled by Unit Operator. All wells drilled by Unit
Operator shall be at the usual rates prevailing in the area. Unit Operator
may employ 1its own tools and equipment, but the charge therefor shall not
exceed the usual rates prevailing in the area, and the work shall be performed
by Unit Operator under the same terms and conditions as are usual in the area
in contracts of independent contractors doing work of an similar nature.

7.11 Mathematical Errors. Unit Operator is empowered to correct any
mathematical errors which might exist in the pertinent exhibits to this
Agreement.

7.12 Border Agreement. Subject to the provisions and conditions in the
Unit Agreement, Unit Cperator shall have the right and authority to enter into
border protection agreements.

7.13 Conflict of Supervision Neither the Unit Operator nor the Working
Interest Owners, nor any of them, shall be subject to any forfeiture,
termination or expiration of any rights hereunder or under any 1leases or
contracts subject hereto, or to any penalty or liability on account of delay
or failure in whole or in part to comply with any applicable provisions
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thereof to the extent that the said Unit Operator or the Working Interest
Owners, or any of them are hindered, delayed or prevented from complying
therewith by reason of failure of the Unit Operator to obtain, in the exercise
of due diligence, the concurrence of proper representatives of the United
States and of the State of New Mexico in and about any matters or things
concerning which it is required herein that such concurrence be obtained.

ARTICLE 3
TAXES

8.1 &ad Valorem Taxes. Beginning with the first calendar year after the
Effective Date hereof, Unit Operator shall make and file all necessary ad
valorem tax renditions and returns with the proper taxing authorities with
respect to all property of each Working Interest Owner used or held by Unit
Operator for Unit Operations. Unit Operator shall settle assessments arising
therefrom. Any Working Interest Owner dissatisfied with any proposed
rendition or assessment of its interest in property shall have the right, at
its own expense, to protest and resist the same. All such ad Valorem taxes
shall be raid by Unit Operator and charged to the joint account; however, if
the interest of a Working Interest Owner is subject to a separately assessed
overriding royalty interest, production payment, or other interest in excess
of one-eighth (1/8) royalty, such Working Interest Owner shall notify Unit
Operator of such interest prior to the rendition date and shall be given
credit for the reduction in taxes paid resulting therefrom.

8.2 Other Taxes. Each Working Interest Owner shall pay or cause to be
paid all production, severance, gathering, and other taxes imposed upon or

with respect to the production or handling of 1its share c¢f Unitized
Substances.

ARTICLE 9
INSURANCE
9.1 Insurance Unit Cperator, with respect to Unit Operations, shall:
(a) comply with the Workmen's Compensation Laws of the State,

(b} carry Employer's Liability and other insurance required by the
laws of the State, and

(c) provide other insurance as set forth in Exhibit "G".
ARTICLE 10

ADJUSTMENT CF INVESTIMENTS

10.1 Personal Property Taken Over. Upon the Effective Date, Working
Interest Owners shall deliver to Unit Operator the following:
10.1.1 Wells. All wells ccrpleted in the Unitized Formation.



10.1.2 Well and Lease Equipment. The casing and tubing in
each such well, the wellhead connections thereon, and all other
lease and operating equipment that is used in the operation of such
wells which Working Interest Owners determine is necessary or
desirable for conducting Unit Operations.

10.1.3 Records. A copy of all production and well records for
such wells.

10.2 Inventory and Evaluation of Personal Property. Working Interest
Cwners shall at Unit Expense inventory and evaluate, as determined by Working
Interest Owners, the personal property taken over by Unit Operator under
Section 10.1.2. Such inventory shall include and be limited to those items of
equipment considered controllable under Exhibit "F" except, upon determination
of Working Interest Owners, items considered noncontrollable may be included
in the inventory in order to be included in the inventory for record purposes,
but shall be excluded from evaluation and investment adjustment.

10.3 Investment Adjustment. Upon approval by Working Interest Owners of
the inventory and evaluation, each Working Interest Owner shall be credited
with the value, as determined in accordance with Section 10.2 above, of its
interest in all perscnal property taken over by Unit Operator under Section
10.1.2. and charged with an amount equal to that obtained by multiplying the
total value of all such personal property taken over the Unit Operator under
Sectior 10.1.2. by such Working Interest Owner's Unit Participation. If the
charge against any Working Interest Owner is greater than the amount credited
to such Working Interest Cwner, the resulting net charge shall be paid and in
all other respects be treated as any other item of Unit Expense chargeable
against such Working Interest Owners. If against such Working Interest Owner,
the resulting net credit shall be paid to such Working Interest Owner by Unit
Operator out of funds received by it in settlement of the net charges
described above.

10.4 General Facilities. The acquisition of warehouses, warehouse
stocks, lease houses, camps, facility system, and office buildings necessary
for Unit Operations shall be by negotiation by the owners thereof and Unit
Operator, subject to the approval of Working Interest Owners.

10.5 Ownership of Personal Property and Facilities. Each Working
Interest Owner, individually, shall by virtue hereof own an undivided
interest, equal to its Unit Participation, in all wells, equipment, personal
property and facilities taken over or otherwise acquired by Unit Operator
pursuant to this agreement.

ARTICLE 11
UNIT EXPENSE

11.1 Basis for Charge to Working Interest Owners. Unit Operator
initially shall pay all Unit Expenditures. Each Working Interest Owner shall
reimburse Unit Operator for its share of Unit Expenditures. Each Working
Interest Owner's share of such Unit Expenditures shall be the same as its Unit
Participation for:




(a) items in the nature of capital assets including, without
limitation, real property if acquired;

(b) acquiring, d4rilling, redrilling, equipping and re-equipping
water injection wells, replugging or converting oil wells to water
injection wells, pumping and pipeline facilities for such wells, and
changing any injection interval in any such well;

(c) re-entry and replugging of wells outside the unit area as

necessary to permit water injection into appropriate wells within
the unit aresa;

{(d) gathering 1lines and facilities and common tank batteries
utilized or acquired for Unit Operations, and

(e) water purchased or otherwise contained for injection purposes
and the costs of injection thereof into the Unit Area.

Each Working Interest Owner's share of all other Unit Expenditures shall be
the same as its Unit Participaticn in effect at that time. All charges,
credits and accounting for Unit Expenditures shall be in accordance with
Exhibit “F".

11.2 Budgets. Before or as soon as practical after the Effective Date,
Unit Operator shall prepare a budget of estimated Unit Expense for the
remainder of the calendar year and on or before the first day of each October
thereafter shall prepare such a budget for the ensuing calendar year. Budgets
shall be estimates only, and shall be adjusted or corrected by Working
Interest Owners and Unit Operator whenever an adjustment or correction is
proper. A copy of each budget and adjusted budget shall be furnished promptly
to each Working Interest Owner.

11.3 Advance Billings. Unit Operator shall have the right, without
prejudice to other rights or remedies, to require Working Interest Cwners to
advance their respective share of estimated Capital Unit Expense by submitting
to Working Interest Owners, on or before the 15th day of any month, an
itemized estimate thereof for the succeeding month, with a request for payment
in advance. Within fifteen (15) days after receipt of the estimate, each
Working Interest Owner shall pay to Unit Operator its share of such estimate.
Adjustments between estimated and actual Unit Expense shall be made by Unit
Operator at the close of each calendar month, and the accounts of Working
Interest Owners shall be adjusted accordingly.

11.4 Commingling of Funds. Fund. received by Unit Operator under this
agreement need not be segregated or maintained by it as a separate fund, but
may be commingled with its own funds.

11.5 Lien and Security Interest of Unit Operator and the Working Interest
owners. Each Working Interest Owner grants to Unit QOperator a lien upon its
0il and Gas Rights in each Tract and a security interest in its share of
Unitized Substances when extracted and its interest in all Unit Equipment to
secure payment of its share of Unit Expense, together with interest thereon at
the rate of twelve percent (12%) per annum, with the further provision that
Unit Operator grants a like lien to Working Interest Owners. To the extent
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that Unit Operator has a security interest under the Uniform Commercial Code
of the State of New Mexico, Unit Operator shall be entitled to exercise the
rights and remedies of a secured party under the Code. The bringing of a suit
and the obtaining of a judgment by Unit Operator for the secured indebtedness
shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. 1In addition,
upon default by any Working Interest Owners in the payment of its share of
Unit Expense, Unit Operator shall have the right, without prejudice, to other
rights or remedies, to collect from the purchaser the proceeds from the sale
of such Working Interest Owner's share of Unitized Substances until the amount
owed by such Working Interest Owners, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Unit Operator's written statement
concerning the amount of any default. The rights herein granted the Unit
Operator shall in like manner apply to the other Working Interest Owners.

11.6 Unpaid Unit Expense. If any Working Interest Owner fails to pay
its share of Unit Expense within sixty (60) days after rendition of a
statement therefor by Unit Operator, each Working Interest Owner agrees upon
request by Unit Cperator, to pay its proportionate part of the unpaid share of
Unit Expense of the defaulting Working Interest Owner. Working Interest
Owners that pay the share of Unit Expense of a defaulting Working Interest
Owner shall be reimbursed by Unit Operator for the amount so paid, plus any
interest collected thereon, upon receipt by Unit Operator of any past due
amount collected from the defaulting Working Interest Owners. Any share of
Unit Expense shall, to obtain reimbursement thereof, be subrogated to the lien
and other rights herein granted Unit Operator.

11.7 Carved-Out Interest. If any Working Interest Owners shall, after
executing this agreement, create an overriding royalty, production payment,
net proceeds interest, carried interest, or any other interest out of its
Working Interest, such carved-out interest shall be subject to the terms and
provisions of this agreement, specifically including, but without limitation,
Section 11.5 hereof entitled “Lien of Unit Operator." If the Working Interest
Owner creating such carved-out interest (a) fails to pay any Unit Expense
chargeable to such Working Interest Owner under this agreement, and the
production of Unitized Substances accruing to the credit of such Working
Interest Owner is insufficient for that purpose, or (b) withdraws from this
agreement under the terms and provisions of Article 17 hereof, the carved-out
interest shall be chargeable with & pro rata portion of all tUnit Expense
incurred hereunder, the same as tnough such carved-out interest were a Working
Interest, and Unit Operator shall have the right to enforce against such
carved-out interest the lien and all other rights granted in Section 11.5 for

the purpose of collecting the Unit Expense chargeable to the carved-out
interest.

11.8 Uncommitted Royalty. Should an owner of a Royalty Interest in
any Tract fail to beccme a party to the Unit Agreement, and, as a result
thereof, the actual Royalty Interest payments with respect to such Tract are
mote or less than the Royalty Interest payments computed on the basis of the
Unitized Substances that are allocated to such Tract under the Unit Agreement,
the difference to be borne by or inure to the benefit of Working Interest
Owners shall not exceed an amount computed on the basis of one-eighth (1/8) of
the difference between the Unitized Substances allocated to the Tract and the
Unitized Substances produced from the Tract. Such adjustments shall be made
by charges and credits to the joint account.
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11.9 Salvage Credit. Credit for Unit Equipment salvaged during shall
be divided in the same proportion as the Unit Participation.

11.10 Rentals. The Working Interest Owners in each Tract shall pay
all rentals, minimum royalty, advance rentals or delay rentals due under the
lease thereon and shall concurrently submit to the Unit Operator evidence of
payment.

ARTICLE 12
NON-UNITIZED FORMATIONS

12.1 Right to Operate. Any Working Interest Owner that now has cr
hereafter acquires the right to drill for and prcduce o0il, gas, or other
minerals, from a formation underlying the Unit Area other than the Unitized
Formation, shall have the right to do so notwithstanding this Agreement or the
Unit Agreement. In exercising the right, however, the Working Interest Cwner
shall exercise care to prevent unreasonable interference with Unit Operations.
No Working Interest Cwner shall produce Unitized Substances through any well
drilled or operated by it. If any Working Interest Owner drills any well into
or through the Unitized Formation, the Unitized Formation shall be protected
in a manner satisfactory to Working Interest Owners so that the production of
Unitized Substances will not be affected adversely.

ARTICLE 13
TITLES

13.1 Warranty and Indemnity. Each Working Interest Owner represents and
warrants that it is the owner of the respective working interests set forth
opposite its name in Exhibit "B" of the Unit Agreement, and agrees to
indemnify and hold harmless the other Working Interest Owners from any loss
due to failure, in whole or in part, or its title to any such interest, except
failure of title arising out of Unit Operations; however, such indemnity and
any liability for breach of warranty shall be limited to an amount equal to
the ret value that has been received from the sale or receipt of Unitized
Substances attributed to the interest as to which title failed. Each failure
of title will be deemed to be effective, insofar as this Agreement is
concerned, as of 7:00 a.m. on the first day of the calendar month in which
such failure is finally determined, and there shall be no retroactive
adjustment of Unit Expense, or retroactive allccation of Unitized Substances
or the proceeds therefrom, as a result of title failure.

13.2 Failure Because of Unit Operations. The failure of title of any
Working Interest in any Tract because of Unit Operations, including
nonproduction from such Tract, shall not change the Unit Participation of the
Working Interest Owner whose title failed in relation to the Unit
Participations of the other Working Interest Owners at the time of the title
failure.
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ARTICLE 14
LIABILITY, CLAIMS, AND SUITS

14.1 Individual Liability. The duties, obligations, and liabilities of
Working Interest Owners shall be several and not joint or collective; and
nothing herein shall ever be construed as creating a partnership of any kind,
joint venture, association, or trust among Working Interest Owners.

14.2 Settlements. Unit Operator may settle any single damage claim or
suit involving Unit Operaticns if the expenditure does not exceed Fifteen
Thousand Dollars ($15,000.00) and if the payment is in complete settlement of
such claim or suit. If the amcunt required for settlement exceeds the above
amount, Working Interest Owners shall assume and take over the further
handling of the claim or suit, unless such authority, 1s delegated to Unit
Operator. All costs and expense of handling, settling, or otherwise
discharging such claim or suit shall be an item of Unit Expense. If a claim
is made against any Working Interest Owner or if any Working Interest Cwner is
sued on account of any matter arising from Unit Operations over which such
Working Interest Owner individually lkas no control because of the richts civen
Working Interest Owners and Unit Operator by this Agreement and the Unit
Agreement, the Working Interest Owner shall immediately notify Unit Operator,
and the claim or suit shall ke treated as any other claim or suit involving
Unit Operations.

ARTICLE 15
LAWS AND REGULATIONS

15.1 Internal Revenue Provision. Notwithstanding any provisions herein
that the rights and liabilities of the parties hereunder are several and not
joint or collective, or that this Agreement and operations hereunder shall rot
constitute a partnership, if for Federal income tax purposes this Agreement
and the operations hereunder are regarded as a partnership then each of the
parties hereto elects to be excluded from the application of all of the
provisions of Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue
Code of 1954, as permitted and authorized by Section 761 of the Code and the
regulations promulgated thereunder. Unit Operator is hereby authorized and
directed to execute on behalf of each of the parties hereto such evidence of
this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically,
but not by way of limitation, all c¢f the returns, statements, and the data
required by Federal Regulations 1l.76l-1(a). Should there be any requirement
that each party hereto further evidence this election, each party hereto agrees
to execute such documents and furnish such other evidence as may be required
by the Federal Internal Revenue Service or as may be necessary to evidence
this election. Each party hereto further agrees not to give any notices or
take any other action inconsistent with the election made hereby. If any
present or future income tax laws of the state or states in which the Unit
Area is located, or any future income tax of the United States, ccntain
provisions similar to those in Subchapter K, Chapter 1, Subtitle A, of the
Internal Revenue Code of 1954, under which an election similar to that provided
by Section 761 of the Code is permitted, each of the parties agrees to make
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such election as may be permitted, or required by such laws. In making this
election, each of the parties states that the income derived by such party
from the operations under this Agreement can be adequately determined without
the computation of partnership taxable income.

15.2 Statutory Unitization. If working Interest Owners owning at least
seventy-five percent (75%) of the Unit Participation have become parties to
this Agreement and 1if Royalty Interest Owners owning at least seventy-five
percent (75%) of the Royalty Interest have become parties hereto, the Unit
Operator may make application to the New Mexico 0il Conservation Division of
the Enerqy and Minerals Departmernt for statutory wunitization of the
uncommitted interests.

ARTICLE 16
NOTICES

16.1 Notices. All notices regquired hereunder shall be in writing and
shall be deemed to have been properly served when sent by mail or telegram to
the address of the representative of each Working Interest Cwner as furnished
to Unit Operator in accordance with Article 4.

ARTICLE 17
WITHDRAWAL OF WORKING INTEREST OWNER

17.1 wWithdrawal. A Working Interest Owner may withdraw from this
Agreement by transferring, without warranty of title, either express or
implied, to the other Working Interest Owners, all its Cil and Gas Rights,
exclusive of Royalty Interests, together with its interest in all Unit
Equipment and in all wells used in Unit Operations. The instrument of
transfer may be delivered to Unit Operator for the transferees. Such transfer
shall not relieve the Working Interest Owner frcm any obligation or liability
incurred prior to the date of the delivery of the instrument of transfer;
however, the tender has to be accepted unless Working Interest Owners decide
within ninety (90) days to terminate the Unit. The interest transferred shall
be owned by the transferees in proportion to their respective Urit
Participations then in effect. The transferees, in proportion to the
respective interests so acquired, shall pay transferor, for its interest in
Unit Equipment, the net salvage value therecf as determined by Working
Interest Owners. In the event such withdrawing party's interest in the
aforesaid fair salvage value after deducting the estimated cost of salvaging
same 1is less than the withdrawing party's share of the estimated cost of
plugging and abandoning all wells then keing used or held for Unit Operations,
then the withdrawing party, as a condition precedent to withdrawal, shall pay
in cash to the party or parties succeeding to its interest a sum equal to the
deficiency. After the date of delivery of the instrument of transfer, the
withdrawing Working Interest Owner shall be relieved from all further
obligations and liability hereunder and under the Unit Agreement, and the
rights of such Working Interect Gwner hereunder and under the Unit Agreement
shall cease insorar as they existed by virtue of tlie interest transferred.
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ARTICLE 18
ABANDONMENT OF WELLS

18.1 Rights of Former Cwners. If Working Interest Owners decide to
permanently abandon any well within the Unit Area prior to termination of the
Unit Agreement, Unit Operator shall give written notice thereof to the Working
Interest Owners of the Tract on which the well is located, and they shall have
the option for a period of ninety (90) days after the sending of such notice
to notify Unit Operator in writing of their election to take over and own the
well. Within ten (10) days after the Working Interest Cwners of the Tract
have notified Unit Operator of their election to take over the well, they
shall pay Unit Operator, for credit to the joint account, the amount
determined by Working Interest Owners to be the net salvage value of the
casing and equipment in on the well. The Working Interest Owners of the
Tract, by taking over the well, agree to seal off the Unitized formation, and

upon abandonment to plug the well in ccmpliance with applicable 1laws and
regulations.

18.2 Plugging. If the Working Interest Cwners of a Tract do not elect to
take over a well 1located within +the Unit Area that 1is proposed for
abandonment, Unit Operator shall plug and abandon the well in compliance with
applicable laws and regulations.

ARTICLE 19
EFFECTIVE DATE AND TERM

19.1 Effective Date. This Agreement shall become effective when the
Unit Agreement kecomes effective.

19.2 Term. This Agreement shall continue in effect so long as the
Unit AgreeEEEE remains in effect, and thereafter until (a) all Unit wells have
been plugged ancé abandcned or turred over to Working Interest Owners in
accordance with Article 20; (b) all Unit Equipment and real property acquired
for the joint account have been disposed of by Unit Operator in accordance
with instructions of Working Interest Cwners; and (c¢) there has been a final
accounting.

ARTICLE 20
ABANCCNMENT CF OPERATICNS

20.1 Termination. Uron termination of the Unit Agreement, the following
will occur:

20.1.1 0il and Gas Rights, 0il and Gas Rights in and to each
separate Tract shall no lornger be affected by this Agreement, and
thereafter the parties shall be governed by the terms and provisions
of the leases, contracts and cther instruments affecting the separate
Tracts.
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20.1.2. Right to Operate. Working Interest Owners of any
tract that desire to take over and continue to operate wells
located thereon may do so by paying Unit Operator, for credit to
the joint account, the net salvage values, as determined by
Working Interest Owners, of the casing and equpment in and on
the wells taken over and by agreeing uron abandonment to plug
each well in compliance with applicable laws and regulations.

20.1.23 Cost of Abandonment. The cost of abandonment of
Unit Operaticns shall be Unit Expense.

20.1.4 Distribution of Assets. Working Interest Owners shall
share in the distribution of Unit Egquipment, or the proceeds
thereof, in proportion to their Unit Participations.

ARTICLE 21
EXECUTICN

21.1 Original, Counterpart, or other Instrument. An owner of a
Working Interest may become a party to this Agreement by signing the original
of this Instrument, & counterpart thereof, or other irstrument agreeing to
become a party hereto. The signing of any such instrument shall have the sar
effect as if all parties had signed the same instrument.

ARTICLE 22
SUCCESSQORS AND ASSIGNS

22.1 Successcrs and Assigns. This Agreement shall extend to, be binding
upon, and irure to the berefit of the parties hereto and their respective
heirs, devisees, legzl representative, successors, and assigns, and shall
constitute a covenant running with the lands, leases, and interests covered
hereby.

No party hereto shall assign or ccenvey less than his entire interest in
any Tract committed heretc unless such leased interest, if any, is an
undivided interest in such entire tract; and, should any interest committed
hereto be or beccme owned by three (3) of more parties, then all of such
parties shall be cobligated to appoint a single agent to represent such
interest for the purpose cf accepting bkillings and receiving prayments, if any
arising hereunder, or under the Unit Agreement, and for vote upon any matter
which is the subject cf determination of by the Working Interest Owners.

IN WITNESS WHERECF, the parties hereto have executed this Agreement on
the dates opposite their respective signatures.

YATES DRILLING COMPANY
Unit Cperator and VWorking Interest Owner

By /%jﬁ/'ﬂ %’62'7_— 5

74 _ Aftorney-in-Fact \
15- T
- ‘; - ~




SIGNATURE PAGE ATTACHED TO AND MADE A PART OF UNIT OPERATING AGREEMENT
COVERING CATUS (QUEEN) UNIT, CHAVES COUNTY, NEW MEXICO.

STATE OF NEW MEXICO )
: Ss
COUNTY CF EDDY )

The foregoing instrument was acknowledged before me this 6th day
of November, 1989 by Peyton Yates, Attorney-in-Fact for YATES DRILLING

COMPANY, a New Mexico corporation, on behalf of said corporation.

My commission expires: Yo foa %3/’;)7é-14dxtt-

March 1, 1990 Notary Public
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q EXHIBIT  “F » (

Attiched to and.made_a navt of Unit Opnrating I\(n‘nmnen‘t -
Cactus Queen Unit,.Chaves. County,.New Mexico.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
Definitions

“Joint Property ™ shall nican the real and persoaal proporty subject to the agreement to wlodh, (hia Avcountiag
Procedure is attached.

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

*Joint Account” shail inean the account showing the charges paid and credits received in the comluct of the Joint
Operations and which are to be shared by the Parties. i

“Operator” shall mean the partly designated 1o conduct the Joint Opcrations.

“"Non-Operators” shall mean the parties to this agreement other than the Operator,

“Parties” shall muean Operator and Non-Operalors,

“First Level Supervisors” shall mean those emnloyees whose primary function in Joinl Opurations is the direct
supcivizion of other employces and/or contract labor directly emploved on the Juint Property i a ficld operat-
ing capacity.

*Teehnical Employees™ shall mcan those emuployees having special and specific enpineering, jeolagical or other
professional skills, and whose primary function in Joint Operations is the handhng of speaitic operaung condi-
tions and problems for the benrefit of the Joint Property,

“Personu!l Lxpenses” shall mean travel and other reasonable reimbursable expenses of Operator's employees.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Preperty.

“Controllable Material™ shali megn Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Socictios of North Amenrica.

Statement and Billings

Opcrator shall Lill Non-Operaters on or before the last day of cach month for their preportionate share of the
Joint Acconnt for the preceding munth. Such bills will be accompanied by statements which 1dertity the autber-
ity fer cxpenditure, lease cr facility, and all-charges and credits, summarized by appropriate clessufications of in-
vestment and cxpense except that items of Controllible Material and unusual charges and credus shall be sep-
arately identified and (ully described in detail.

Advances and PPayments by Non-Opcrators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators o advanee their
share of estimated cash outlay for the succecding menth's operation. Operalor shall adjust cach monthly biliiyg
to reflect advances received from the Non-Operators,

Eacin Nun-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If pavment is not
made within such time, the unpaid balance shall bear iterest monthly at the rate of twehve pereent (1207 ) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in hich the Joimt
Praperty i located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in conncelion with
the collection of unpaid amounts,

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Gperator to protest or qQuestion the correet.
ness thereof; provided, however, all bills ana statements rendered 1o Non-Operators by Operator d\'vrinn R
calendar year shall conclusivedy be presumed to Le true and correct after wwenty-four (21) monthy .{u'l“ o
the cind of any such calendar year, ueless vattin the said twenty-four (24) ot period a .\'or.-()]v.-r;lh\;' takes
written exception thereto and alkes caim on Cperator for adjustiment. No adjustment favoruble to Operator \‘h\'xi‘)
be made urless Ui made witlun the sume presasbed perind. The provisions of this parapraph .\ll:u'l‘n.mi ]H(‘.\'(‘.nl
adjustinents resulting from o physical inventory of Controllabic Mulesiul oy provided for in Scetion V.,

’l\\‘):)]:

Audils

A. Nun-Operator, upon notice in writing to Qporatar and all olher Non-Opeators, shall have the ripzht to

. audit Ope-
rator's accounts and records aclatog to the Jowt Account tar any calendar Yuarwithin the ‘

twenty-four (21) monty

pevind fullowsingg the end of such culentar years provided, hoveever, the malang of an audit shall not extend the

ime for (e kg of witlen exception 10w the sdpntiments of sceounts as piovided foran Mavactaph 4 of ths

Sechion 1 Where there are two or more Noa-Operatons, the Non-Opciators =hadl nudic every reasonalde effort 1o
conduct jmmt or sumultimeous sudits moa neemner wneh wall vesait g g Dinnmun of ince )
tor, Opcratar shall bear no purtion of the Nen-Operators” audit cont incured under

{o by the Operitor,

wvenienee to the (oin-
Hus paropraph undeas aprecd

Anproval by Non-Qperators

Wheve an ap provad or other apreenent of the Partics or Non-Onerators i expressly aequited wneder other e
Qons of tine Aceounting Proceamre snd 3l e aercement fa whnh e Aveounting Poocedins:

. : , veoattuebed contians
na conteary provisions i tepd therdtos Qorator shall nahify 0

: V-Operatons of e Oferntors epnsal, and
the apteepe ot oF approval o migonty e aeterent of e PO oY hai] D contiolimg i wll Non-Ggena-
tor:,

i
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¢ L. DIRECT CHARGES
Operator shall charge the Joint Account with the follow:ng items:
J. Rentals and Royalties
Lease rentals and royaltics paid by Operator for the Joint Operations,
2, Lanbor

A. (1) Salarvies and wages of Operator's field employees dircetly employed on the Joint Property in the conduct
cf Joint Qperations.,
(2) Salaries of First Level Supervisors in the ficld. -
(3) Salaries and wapes of ‘Technical Employees divectly employed on the Joint Property if such charpes ave
excluded from the Overhead rates.

B. Opcrator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
cmplovees whose rsalaries and wages ave chargeable to the Joint Account under Paragraph 2A of this Sechion
I Such costs under this Parapraph 2B may be charged on a “wihen and ws paid basis™ or by “pereentage as-
sessmient” an the amount af solanes and wages charzeable 10 the Joint Account under Paraeraph 2A of this
Scetion 11 If percentage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions muade pursuant to assessments imposed by governmental authority which are
apphcable 1o Operator’'s costs chargeabh to the Juinl Account under Puragraphs 2A and 213 of this See-
Jon I, : .

D. Personal Expenses of those employies whose sularies and wages are chargeable to the Joint Account under
Paragraph 2A of this Section 1L

3. Employce Benefits

Operator’s current costs of established plans for emiployees’ group life insurance, hospitalization, pension, re-

tirement, stock purchase, thrift, bonus, and other benefit plans of a hike natne, applicable to Operater's lubor !

cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I shall be Qperator’s actual :

cost not to exceed twenty per cent (2050), OT percentage most recently recommended by COPAS
4. Material

Material purchased or furnished by Opcrator for use on the Joint Property as provided under Section IV, Ouly
such Material shall -be purchased tor or transferred to the Joint Property as may be required for immediate use
and is reasonably piactical and consistent with efficient and cconomical operations. The accumulation of sur-
plus stocks chall be avoided. :

5. Transpartation

Transportation of employces and Material necessary for the Joint Operations but subjeet to the followmg hnuta-
tions:

A. I} Material is moved (o the Joint Property from the Operator’s warchouse or other properties, no eharge shall
be made to the Joint Account for a distance greater than the distance from the neavest reliable supply siore,
recognized barpe terminal, or railway recviving point where like material is normally aviilable, anivss precd
{o by thic Partics. .

B. ) surplus Muterial is moved to Operator’s warchouse or other storage point, no charge sholl he made 1o the
Joint Account for a distance greater than the distance to the nearest relinble supply store, recornized barpe
ferminal, or railway receiving point unless agreed Lo by the Parties. No charge shall be made to the Joint Ac-
count Jor mwoving Material to other properties Lelonging to Operator, unless agreed to by the Parties,

C. In the application of Subparagraphs A and B above, there shall be no cqualization of actual gross trucking cost
of £200 or less excluding accessorial charges.
G. Services .
The cost of contract services. equipment and utilities provided by outside sources. except services excluded by
Paragraph 9 of Scction 11 and Paragraph 1. 41 of Section 11, The cost of prolessional consultant services and mn‘-

tract services of technical pevsonnel dircctly enpoged on the Joint Property if such charges are exvhiced frons the ,

Overhead rates, The cost of professional consuliant services or contract services of technical personne) not di- :

vectly enganed on the Jomt Property shadl not be charged to the Juint Account unless previousty agmevd to hy |

the Parties. -

7. Equipment and Facilities Furnished by Operatar

A. Operator shall charie the Jomt Account for use of Operator owned cquipment and facilities al rales com-
mensurite with costs of ovwner<hip and operadion. Such rates shall iuelude costs of maintenanee 1epanrs, olhier l
operatingg expense, insurance, taxes, depreciaton, and interest on mvestment not 10 exceed ciht per eent (Be0) |

~ R 4

per annum. Such rates shall not exceed averape cumanercial rates currently proevaching o the

. mmediele aren
of the Jeint Property.

B.. In gieu of charges in Parapgraph 7A above, Operator may clect 10 use averaje commercial rates prevaiting in
the immediate area of the Jomt Property Jess 2090, Tor automolive cquipent, Operator may elect Lo use 1a1es
published by the Petioleun aotor ‘Transport Asszociation.

3 .

8. Damapges and Losses (o Jeint Property
Al costs ar expenses neeessary for the repae or replacement of Joint Property made necessary becavse of dans-
ares o Joswes mmcwrred by fue, tlood, stonm, thett, acadent, or other cause, cecp those resulimg: from Operaior's
frans neplpenee or williud posconduct, Operator shard fiinish Non-Oparcter witen NoLICe Of danues or luaacs
inctrseti aa soun as praciicable after &oreport thereofl has been seeeived by Operitor, ’

9. Legpal spensc
Lxpense of handbng, iavestigating and setthing litigstien or elims, diseharping of Hens, pavment of judements,
and cmennts pana L cettlement of chums meanred oo aesudting fieom operations tnder, the AftCEenY or
neceaaty to proteet oe recover the Jomt Propeny, except el no charpe for sorvices of Operiaton "_».: legal mtaff
r fers o expense of vatode attesneys shadl be niede nnlca previousdy apeeed to by the Martien. AN mh;w Jerveaed
expenze 1 eonspdered to e covered By the overnead provieions of Sceton B ulbess otherwise aprecd $o by the
Patties, eacept as piovided in Sectinn i, Patigcaph 3.
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11.

Lut luU‘
Tuxcs ( (

Al taxes of every kind and nature assessed or levied upon or In conncction with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Faities,

lusuranco

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties, In the event Joint Operations are conducted in i state in which Operstor may act as self-insurer for Work-
men’s Compensation and.or Emaployers Liabitity  under the respeetive state's laws, Operator may, at ats election,
fnclude the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's
cost not {o excwed manual rates.

Qther Expenditures

Any other expenditure not covered or deall with in the forepoing provisions of this Seclion N, or in Section 111,
and which is incurred by the Opuerator in the necessary and proper conduct of the Juint Operations.

ill. OVERIIEAD

Overhead - Drilling and Producing ()pcrn(ions.
i. As compensation for administrative, supervision, office services and warchousing costs, Operator shall charge
drilling and producing operations on cither:
( X ) Fixed Rate Basis, Paragraph 1A, or
( } Percentage Basis, I'aragraph 1B.

Unless otherwise agreed to by the Parties, such charge shall be in licu of costs and expenses of all offices
and salaries or wapes plus applicabic burdens and expenses of all personnel, except those ditectly charreable
under Paragraph 24, Scction 11 The cost and expense of services from oulside sources in cunncetion with
matters of taxation, tratfic, accounting or matters before or involving governmental agencies shatl be comsidered
as included in the Overhead rates provided for in the above selected Paragruph of this Scection 11 unless such
cost and expense are agreed to by the Parues as a direet charpe to the Joint Account.

it. The salarics, wuges and Personal Expenses of Technical Employees und. or the cost of professional consultant
services and contract services of technical peisonnel directly employed on the Joint Property shall () shall
not ()() be covered by the Overheud rates, e N : -

A. Overhead - Fixed Rate Basis :
(1) Operatoy shall charge the Joint Account at the following rates per well per month:
Drilling Well Rate £3350.00
Producing Well Rate § 355,0Q

{2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

{1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate en
the date the drilling or compiction rig is released, whichever is later, exeept that no charye shall
be made during suspension of drilling operations for fifleen (13) or mure consecutive day

[2] Churges for offshore drilling wells shall begin on the date when drilling or completion equinment
arrives on location and terminate on the date the drilling or completion cquipment woves off loci-
tion or rig is released, whichever occurs first, except that no charee shall be made during suspen-
sion of drilling opeiations for tifteen (15) or more consecutive days

[3] Charges for wells underpoing any type of workover or recompiction for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charjes shall be agphed for
the period from dale workover gperations, with rig, commence through date of rig 1elease, except
thal no charge shall be made during suspension of operations four fifteen (13) or more cotaeculive
days.

(L) Producing Well Rates

[1] An active well cither produced ar injected into far any partion of the month shall be considered
as a ane-well charge for the vnlive month.

[2] Euch active completion in a mulli-campleted vell in which production is not commingled down
hole shall be contidesed s a onc-well charge providing cach completion is eonsidered a separate
well by the povermng regulatory atithonity.

[3] An inactive pas well shul in because of overproduction or failure of puichaser to take the produc-
tion shall be considered as w one-well churge providing the pas well is diveelly connected 1 a per-
manent sales outlet,

[4] A one-well charge may be made for the month in which plupging and wbandonment operations
ure completed on any well,

15] Al other inachive wells (including but noet limited 1o inactive wells covered by unit allowable,
lease slowalide, transferred allowalle, cte.) shidl not quahily for an overhesd charpe.

(3) The well rates shall he adjusted as of the fst day of April cach year following the effective date of the
aprcement to wioch tais Accounting Procedure is altached. The adjustiment shall be compated by multi-
plying the rate carenddy moure by the peeeentagie inercase or decreas e in the average weekly cannimgs of
Crude Pehrolenm and Gas Productien Workers for the Jast eatendar veur campated 1o the calenair year
preceding as shown by the mdex of averone weeldy cothimpes of Cougde l‘rlrnlc:l_m wnd Gas Frelds Mroftuc-
tion Vo hers as pablizhied by the United Stades Departinent of Labor, Bureau of Lalar Slatintes, or the
cquivalent Chnidian sedex e pubh:bed by Stateshies Canada, as apphicable. The adgusted rates shall Le
the rates cursently e use, plus or minus the computed sdjustinent,

——
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B, Overhiead - Mecentayie is
(1) Operator shall charpy  the Juint Account ot the following vates: (
(n) Divelopment

. Pereent ) of _thu cost of Development of the Joint Property exclusive of costs
provided under Parvagraph § of Scction I und all salvage credits,
{b) Operating
_—DPereent ( %5) of the cost of Operating: the Joint Property exclusive of costs provided
vnder Paragraphs 1 and 9 of Scction 11, all salvage credits, the value of mjected substances purchased
for secondary recovery and all taxes and aszessments whieh ave levied, assessed and paid upon the mine
eral interest in and to the Jont Property,

(2) Appheation of Qverhicad - Pereentage Basis shall be as follows:

For the purpose of determining charges on a percentape hasis under Pavagraph 18 of this Scction 111 de-
velopment shall include 6! costs in connection with drilling, rednilling, deepening or any remeduld onera-
tions on any or all webls involving the use of drilling crew and equipnients also, prehminary expoaditures
necessary in preparvation for dreilhng and expenditures incmred in abandonming when the well is not vom-
pleted as a preducer, and orinoal cost of construction or istallation of fixed aaets, the expansion of fixed
assets and any other pmoject ciearly discerneble as a fixed asset, except Major Construction as <o oned an
Paragraph 2 of this Scetion HI. All other costs shall be considered as Operiling.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed asselx, the ex-
pansion uf fixed assets, and any other project clearly discernible as a fixed asset requured for the development and
operation of the Joint Property, Operaior shall cither negotiate a rate prior to the boginning of constructing, m whali
charge the Joint Account for Overhecad based on the following rates for any Major Constiuction project 1 eacess

of §.25,000
A. § % of total costs if such costs arc more than 5_2_5_)20,0____17111 less than $_100,000_ . _: plus

B. ___§__,_ ce of total costs in cxcess of ¢.100,200 but less than $3,000,600; plus
C. _.5___ 5~ of total costs in cxcess of $1,000,000.

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

3. Amendment of Rates

The Overhead rates provided for in this Scction 111 may be amended from time to time ouly by mutual agreement
between the Parties herelo if, in practice, the rates are found to-be insufficicnt or excuessive.

1V. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISIOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for ali ma-
terial movements aflecting the Joint Property. Opcrator shall provide wdl Muterial for ure en the Jomt Preperty: how-
ever, at Operator's option, such Material may be supphied Ly the Non-Operator. Operator shall make timely diposition
of idle and,;ur surplus Material, such disporal bemg made cither through rale to Opuratar or Nan-Operator, division i
kind, or sale to outstders. Operator may puichase. but shall be under no oblizition to purchase, mterest of Non-Upera-
tors in surplus condition A or 13 Matenmal. The disposal of surplus Controtluble Material not purchased by the Opera-
tor shall be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Operator after deduction of all discounts reccived. In ease

of Malcrial found to be defective or returned to vendor for any other reason, credit shall Le passed to the Joint
Account when adjustinent has been received by the Operator.,

2. Transfers and Dispositions .
Material furnished to the Joint Property and Material bansferred from the Joint Property or dispased of by the

Operator, unless otherwise agreed to by the Partics, shall be priced on the following Lures exchisive of cosh Cis-
counts:
A. New Material (Condition A)

(1) Tubular poods, except line pipe, shall be prieed at the current new price in effect on date of mavement on a
maximum carload or Large load weight basis, regardless of quantity transferred, equabized to the nveest
published prive f.ob, yailway receiving pamt or recogrized barpe termmal nearest the Joint operty
where such Materia! is nornmnally available. !

(2} Line Pipe
(a) Movement of less than 30,000 pounds shadl Le priced at the current new price, in effect @t date of

movement, as histed by i rchable supply store nearest the Joint Property where such Material s nor-
matly available.

(L) Movement af 30000 pounds or niore chall be priced under provisions of tubular paods pricieg i Para.
praph 24 (1) of this Scchon IV, '

(3) Other Alatenial shall be priced a the current new price, ineffeet at date of movement, as histed by 2 rehabl

s supply stere or Lo b, palway becueiving porit pearest the Jomt Prepesty where such Material as normailv

avinlable.
B, Good Used Matenad (Condition B
AMaterial in souned and serviceable condition and siteble for yeure without teconditioning:
(1) Aaterial maved to the Joint Property
(a) At eventy-five peteent (7340) of current new price, as detcamined by Paragraph 2A of this Secton 1V,
(2) hlaterad maoved from the Jont Property

() AL :evontz-five pereent (75%0) o anrent new price e detestnmed by Paraerapeh 24 of Uus Secbnn £V,
i Material was orgmdiy chaoged e the Jomt Accotnn as new Matenal, or

- —fe—




EXHIBIT "G"

ADDITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry insurance for the
benefit and at the expense of the parties hereto, as follows:

(A) Workmen's Compensation Insurance as contemplated by the state in
which operations will be conducted, and -Employer's “Liabilicty
Insurance with limits of not less than $100,000.00 per emplovec.

(B) Public Liability Insurance:
Bodily Injury -~ $500,000.C0 each occurrence.

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

Property Damage — $100,000.00 each oécurence.

Except as authorized by this Exhibit "G", Operator shall not make any charge to
the joint account for insurance premlums. Losses not covered by Operator's
insurance (or by insurance required Dby this agreement to be carried for the
bencfit and at the expense of the parties hercto) shall be charged to the
joint account.



II.

EXHIBIT 5

CACTUS QUEEN UNIT
Township 21 South, Range 31 East, N.M.P.M.
Chaves County, New Mexico

Working Interest Owners: Statutory Unit

Hame Percentage of Unit
Yates Drilling Company 62.3626%
Estate of Martin Yates III 18.3225
Lillie M. Yates 18.3225
Richard Yates .0863
Peyton Yates .0863
Yates Employees '83 Ltd. .7336
Marico Exploration .0863
100.0000%

Based on Tract Participation Formula

BEFORE EXAMINER STOGNER
OIL CONSERVATION DIVISION

YATES ____ EXHIBITNO. . S
£a5ENO, %04 9810 4823

N
8.




II.

EXHIBIT 5-A

CACTUS QUEEN UNIT
Township 21 South, Range 31 East, N.M.P.M.
Chaves County, New Mexico

Working Interest Owners: Voluntary Unit

Name Percentage of Unit
Yates Drilling Ccmpany 63.3298%
Estate of Martin Yates III 18.3506
Lillie M. Yates 18.3506
100.0000%

Based on Tract Participation Formula
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Cactus Queen Unit
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i PROPOSED iApache 27iApache 27!Burkitt iDelLuna iDoyal iDoyal 1Doyal iDoyal iGallagheriGarner iGarner 1SE/NE TNW/NW 1GH/SHW : 01 0 0 i TOTALS |
i NET.REV,.INTEREST_.. - iGtate #1 iState 42 iFederal IFederal I8} 1492 - -3 - 134 -1Gtate #1-iFederal—{Federal—134-125-31]34-125-31127-128-31} ~~~-~ (-}~ 0-1 =0 i
i PARTICIPATION ! : 143 3 ; i ; i H 147 19 ! (GARNER) {{BURKITT)I{APACHE) | o 0| 0 !
] COMPANY vs WELL ' g ! H ) ! : { ' ' ! i ' ' g i i H “
iU.5.4 10,000000 10000000 {0.006268 10.007333 10.000000 $0.000000 10.000000 i0.000000 10.000000 0.018268 :0.010438 10.000420 10.000807 :0.000000 i0.000000 0.000000 i0. oooooo 10043354
iState of NM 10.011440 10.003737 10,000000 10.000000 0,000000 10.000000 10.000000 10.000000 10.010782 10.000000 {0.000000 {0.000000 i0.000000 10000503 10.000000 10.000000 [10.000000 10.026662 |
iWilliamson,.Veda D, - . —— -10.000000 10.000000 0.000000-10.000000 10,003538 0.002595-10.000023 10.000422 10,000000-10,000000-10.000000-:0.000000-:0,000000-10.000000 10.000000 10,000000-i0:00000010:006598
{Doyal, Leo 10,000000 10,000000 {0,000000 {0.000000 |0,003558 10.002595 10.000023 10.000422 10,000000 10,000000 $0,000000 {0,000000 i0,000000 i0,000000 {0.000000 0.000000 {0.000000 i0.006598
{Doyal, Floyd V. 10,000000 10,000000 0,000000 {0,000000 {0.003558 !0,002595 $0.000023 {0,000422 10.000000 {0.000000 10,000000 10,000000 ;0.000000 {0,000000 {0.000000 {0.000000 10.000000 :0.006598 |
-iDoyal,- Louis €. 10000000 10.000000 10,000000 {0,000000 $0,003538 {0,002595 10,000023 10.000422 ;0,000000 -10,000000 10,000000 10,000000-10.000000 ;0.000000 {0.000000 10.000000 10.000000 10,006398
iDoyal, Clarence 10,000000 10.000000 10.000000 10,000000 10,003558 10.002595 {0.000023 10,000422 10.000000 {0.000000 {0,000000 {0.000000 !0.000000 $0.00000¢ :0.000000 i0,000000 i0.000000 :0.006398
iDoyal, Paul dJ. 10.000000 {0.000000 10,000000 10,000000 !0.003558 10.002595 10.000023 ;0.000422 10,000000 ;0.000000 10,000000 !0.000000 10,000000 ;0,000000 {0.000000 ;0,000000 :0,000000 0,006598
‘Penka, Ruth J. .. .- ... .. 10.000000 !0.000000 (0.000000 10.000000 $0.003538 10.002595 10.000023-10,000422-10,000000 10,000000-10.000000-10,000000 -10.000000-:0.000000 -10.000000- 19.000000-i0.000000 10,0046598
iVargqus, Dorathy £0,000000 £0,000000 $0,000000 $0.000000 10,003558 10,002595 {0.000023 10.000422 (0.000000 10.000000 10,000000 10,000000 10,000000 {0.000000 10.000000 10.000000 ;0.000000 i0.005598
! 10,000000 10,000000 0.000000 [0.000000 10.000000 {0.000000 {0.000000 {0,000000 10,000000 {0.000000 {0,000000 10,000000 10,000000 ;0.000000 {0.000000 :0,000000 $0.000000 :0.000000 |
' 10,000000 10,000000 10,000000 10.000000 10.000000 !0,000000 10.000000 $0.000000 10,000000 10,000000 10.000000 10.000000 10.000000 0.000000 i0,000000 -10,000000-10,000000 i0,000000
! 10,000000 10,000000 {0,000000 [0,000000 10.000000 $0.000000 {0,000000 0,000000 10,000000 $0.000000 i0,000000 {0.000000 $0.000000 [0.000000 {0.000000 {0,000000 10.000000 10,000000 |
! 10.000000 10,000000 10,000000 {0.000000 10.000000 {0.000000 }0.000000 {0,000000 {0.000000 $0,000000 i0.000000 0.000000 {0,000000 {0.000000 10,000000 0.000000 :0.000000 10.000000
! e e 1000000010, 000000 - 10, 000000 10000000 $0,000000 $0,000000 - {0,000000 -10,000000-0,000000-0.000000-10.,000000- {0,000000 -{0,000000-10,000000 $0.000000- 10:000000-10,00000010;000000-
' 10,000000 10,000000 10000000 10,000000 10.000000 {0.000000 §0,00000¢ 10,000000 0,000000 10,000000 $0,000000 {0.000000 10.000000 |0,000000 [0,000000 {0,000000 :0.000000 {0,000000 |
' 10.000000 £0.000000 {0.000000 10,000000 10.000000 $0.000000 {0.000000 §0.000000 10,000000 {0.000000 £0.000000 ;0.000000 {0,000000 ;0.000000 $¢.000000 {0,000000 {0,000000 i0.000000 |
[ , 10,000000 10.000000 10.000000 !0,000000 10,000000.{0,000000 {0,000000 {0.000000 {0.000000-10,000000 10,000000-10,000000--10,000000 -10.000000 10.000000 10.000000 -10.000000- 0.000000
' 10,000000 10.000000 10,000000 {0,000000 10,000000 $0.000000 {0.000000 {0.000000 :0.000000 ;0.000000 i0.,000000 {0,000000 {0.000000 {0.000000 [0.000000 0.000000 i0.000000 i0.000000
i 10.000000 £0,000000 10.000000 {0,000000 10.000000 $0.000000 {0,000000 {0.000000 !0.000000 {0,000000 :0,000000 [0,000000 i0,000000 {0.000000 {0.000000 10.000000 ;0.000000 :0.000000
' 10001640 10,003737 10,006248 10, ooau;w £0,028467 10,020760 10.000181 10,003376 10.010782 {0.01826B 10.010458 :0.000420 :0,000807 10.000503 ;0,000000 10.000000 {0.000000 i0.125000 |

~~BEFORE EXAMINER STOGNER
OIl. CONSERVATION c_<_w_oz

NEES__ EXHIBITNO. _©_
CASE NO, _G8cR, 98/0, 9823
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT

Roswell District Office
P.O. Box 1397
Roswell, New Mexico 88202-1397

I~ PEPLY
Pr1IreE tn

3180 (065)

NOV 27 198y

Yates Drilling Company
207 W. 4Ath. Street
Artesia, NM 88210

Ret Proposed Cactus (ueen Unit
Chaves County, New Mexico

Gentlemen:

This office 1s In receipt of the information submitted by Yates Drilling
Company in regards to the Proposed Cactus (ueen Unit located in Chaves County,
New Mexico, This proposed unit would include the following lands:

T. 12 S., R, 31 E,, NMPM, Chaves County, NM
sec. 26, SWiSW);
sec, 27, SWiSWY%, EXSWY, SEY:
sec. 34, NY¥N%, SE%XNEY;
sec. 35, NWiNW).

The information has been reviewed and this office believes that the subject
lands would be logical for the formation of a secondary unit. I[If you have any
qnuestions please contact Jerry Dutchover or the Branch of Fluild Minerals at
(505) 622-90472,

Sincerely,

" s { }
AT A -l /p/’
-7Q1 Joe G. Lara
Assistant District Manager,
Minerals

<y

BEFORE EXAMINER STOGNER
OIL CONSERVATION DIVISION

YATES EXHIBIT NO. !

~2SENO. 3809 A%I0 qy23




BEFORE THE
- OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF YATES DRILLING COMPANY FOR

STATUTORY UNITIZATION,

CHAVES COUNTY, NEW MEXICO. CASE NO. 9809

IN THE MATTER OF THE APPLICATION

OF YATES DRILLING COMPANY FOR

A WATERFLOOD PROIJECT,

CHAVES COUNTY, NEW MEXICO. CASE NO. 9810

IN THE MATTER OF THE APPLICATION

OF YATES DRILLING COMPANY FOR

A UNIT AGREEMENT,

CHAVES COUNTY, NEW MEXICO. CASE NO. 9823

AFFIDAVIT BEFORE EXAMINER STOGNER

OIL CONSERVATION DIVISION
STATE OF NEW MEXICO gss EXHIGIT NO. 3
COUNTY OF SANTA FE ) CASENO. 98099810, 4323

1D I DR
Iy

-WILLIAM F. CARR, attorney in fact and authorized representative of Yates
Drilling Company, the Applicant herein, being first duly sworn, upon oath, states that the
notice provisions of Rule 1207 of the New Mexico Oil Conservation Division have been
complied with, that Applicant has caused to be conducted a good faith diligent effort to

find the correct addresses of all interested persons entitled to receive notice in the above-



referenced cases as shown by Exhibit "A" attached hereto, and that pursuant to Rule 1207,

notice has been given at the correct addresses provided by such rule.

| i o B

IAM F. CARR \

SUBSCRIBED AND SWORN to before me this Z§%# day of November, 1989.

Xm /&W o
Notary Public

My Commission Expires:

%(ﬂ/bfér 7/99 /

o



Mr. Raymond Spears
307 N. 7th Street
Lovington, New Mexico 88260

Enserch Exploration, Inc.
6 Desta Drive, Suite 5250
Midland, Texas 79705
Attn: Steve Wright

Reading & Bates Petroleum Company
2412 N. Grandview, Suite 201

Odessa, Texas 79761

Attn: Don Kipgen

Rich Partnership

Post Office Box 3402
Casper, Wyoming 82602
Attn: Ken Snyder

Dalport Oil Corporation
3471 Interfirst One
Dallas, Texas 75202

C. R. Gallagher, Jr.

1005 Texas Commerce Bank
1208 - 14th Street

Lubbock, Texas 79401

Robin C. Herndon, III
c/o Robin C. Herndon, Jr.
Post Office Box 2031
Mobile, Alabama 36601

Floyd V. Doyal
919 E. McGaffey
Roswell, New Mexico 88201

Paul J. Doyal
Post Office Box 2877
Roswell, New Mexico 88201

EXHIBIT A

Mrs. J. D. Spears
Box 1017
Carlsbad, New Mexico 88220

Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762

Attn: Frank Hulse

Burk Royalty
Post Office Box BRC
Wichita Falls, Texas 76307

Great Western Drilling Company
Box 1659

Midland, Texas 79702

Attn: Pat L. Shannahan

E. S. Mayer, Jr.

c/o Reading & Bates Petroleum Co.
2412 N. Grandview, Suite 201
Odessa, Texas 79761

Attn: Don Kipgen

Gregory J. Gallagher
8550 Kathy Freeway, Suite 208
Houston, Texas 77024

Yates Drilling Company

105 South Fourth Street
Artesia, New Mexico 88210
Attn: Toby Rhodes

Clarence Doyal
308 S. Kansas
Roswell, New Mexico 88201

F. G. Breckenridge
Post Office Drawer 4667
Midland, Texas 79704



Etoile M. Bennett

c/o F.G. Breckenridge
Post Office Drawer 3000
Midland, Texas 79702

G & P Exploration, Inc.
4800 San Felipe, Suite 620
Houston, Texas 77056
Attn: John W.T. Mediary

Mary B. Gallagher

1005 Texas Commerce Bank Bldg.

1208 - 14th Street
Lubbock, Texas 79401

R.F. Partnership, Ltd.
Post Office Box 243
Wheat Ridge, Colorado 80034

Raymond Stanley Herndon
c/o Robin C. Herndon, Jr.
Post Office Box 1283
Mobile, Alabama 36601

Charleen G. Knieriem

10889 Wilshire Blvd.

Suite 1100

Los Angeles, California 90024

Natalie G. Pope
10889 Wilshire Blvd., Suite 1100
Los Angeles, California 90024

Veronica Herndon
Post Office Box 1283
Mobile, Alabama 36601

Frances Herndon
Post Office Box 1283

Mobile, Alabama 36601

Christine Gallagher Seger
4607 - 20th Street
Lubbock, Texas 79407

W. G. Ross
Post Office Box 86
Midland, Texas 79702

Erlon E. Nowell
2735 South St. Paul
Denver, Colorado 80210

George Globe
Post Office Box 40577
Bakersfield, California 93384

C. E. Strange
Post Office Box 6438
Incline Village, Nevada 89450

Susan Gallagher Grey
1322 Marc Anthony Drive
Baton Rouge, Louisiana 70816

Charles Bernard Gallagher
1380 Asbury
Winnetka, Illinois 60093

Mary G. Herndon
Post Office Box 1283
Mobile, Alabama 36601

Mary Herndon Ray
Post Office Box 1283
Mobile, Alabama 36601

Peter G. Herndon
Post Office Box 1283
Mobile, Alabama 36601

William G. Pope, Jr.
4417 Tracy
Meraux, Louisiana 70075



Mary Margaret Pope
8550 Katy Freeway, Suite 208
Houston, Texas 77024

Marguerite Gallagher Price
8550 Katy Freeway, Suite 208
Houston, Texas 77024

Gregory Charles Gallagher
8550 Katy Freeway, Suite 208
Houston, Texas 77024

Delphine Pope Keller
9330 NE Schuyler
Portland, Oregon 97220

Mary Knieriem Taylor
4535 Miller Oak Drive
Auburn, California 95603

Veda D. Williamson
c/o United New Mexico Bank
Post Office Box 1977
Roswell, New Mexico 88201

Louis Doyal
810 Meadow Place
Roswell, New Mexico 88201

Ruth J. Penka
c/o James T. Hill, Attorney
Post Office Box 421

Durham, North Carolina 27702

Natalie Pope
8550 Katy Freeway, Suite 208
Houston, Texas 77024

Stephen Lawrence Knieriem
8550 Katy Freeway, Suite 208
Houston, Texas 77024

Michael J. Gallagher
8550 Katy Freeway, Suite 208
Houston, Texas 77024

Christopher W. Knieriem
Post Office Box 5404
Petaleuma, California 94953

Kathleen Gallagher Cooper
Post Office Box 814
Vacaville, California 95688

Dorothy Vargas
2055 Dalis

Concord, California 94520

Leo Doyal
Box 183
Elida, New Mexico 88116
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YATES DRILLING COMPANY
STATUTORY UNIT vs VOLUNTARY UNIT & DOYAL PROJECT
PREDICTED SECONDARY RECOVERY

STATUTORY VOLUNTARY DOYAL GALLAGHER
UNIT UNIT PROJECT ST. #1 TOTAL
SECONDARY SECONDARY SECONDARY SECONDARY
YEAR RECOVERY RECOVERY RECOVERY RECOVERY
?;;a_ ——=—g;;;_ - 2722 1635 996 5353
1991 46000 21970 13193 8041 43203
1992 72000 34387 20650 12586 67622
1993 50984 24350 14622 8912 47884
1994 27715 13237 7949 4845 26030
1995 17253 8240 4948 3016 16204
1996 11704 5590 3357 2046 10992
1997 8423 4023 1299 1472 6794
1998 6333 o 0 590 590
1999 4924 0 0 0 0
TOTALS ==;:?::Z— ——114518 - 67652 42503 224674
—— NMOCD CASE NO. ___ EXHIBIT NO.\O

gEFORE EXAMINER STCGHER
oL CONSERVATION WY
Noves —— EXHIBITNC. A0
NO. _2%0q, ABIO qQR23

.7 et

For a Secondary Recovery Project
(Froposed Cactus Gueen Unit)
Chaves County., New Mexico

CASE




PREDICTED FUTURE RECOVERY
REMAINING PRIMARY AND/OR SECONDARY
FROM
PROPOSED CACTUS QUEEN UNIT AREA

CASE 1 No secondary recovery program of any kind is

initiated. All wells are allowed to produce until
uneconomic. No additional expenses are
encountered other than normal LOE.

CASE 2 Two seperate waterflood projects are initiated;
one voluntary unit and one project on the Doyal
lease. No additional wells are drilled in either
project. Each project and any offsetting wells
are allowed to operate until uneconomic.

CASE 3 The entire reservoir is unitized under statutory

unitization and a single waterflood project is

initiated. One additional well is drilled.

BARRLES GROSS OIL LOST GROSS $
INITIAL PREDICTED VALUE COMPARED VALUE
EXPENSE OIL PROD. @ $18/BBL TO CASE 3 OIL LOST

CASE 1 S0 5,000 $90,000 245,000 $4,410,000
CASE 2 $474,000 225,000 $4,050,000 25,000 $450,000

Case 3 $509,000 250,000 $4,500,000 0 $o

NMOCD CASE NO. __ EXHIEIT NO.___ 1i_

. - : Application of Yates Drilling Company
aEFORE EXAMI ET STOCMER For a Secondary Recovery Project

N 3 (Froposed Cactus Queen Unit)
v-, i C"; EQA’A T"‘ 4 sw“‘:':\,l i’z z :
¢
11

o Chaves County, New Mexico

)
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Application of Yates Drilling Company
For a Secondary Recovery Project

(Froposed Cactus Queen Unit)

447333,

vperator

YATES DRILLING CO.

Chaves County, New Mexico

Lease - Well

lone

CACTUS QUEEN UNIT

QUEEN

Field

SE CHAVES QUEEN ASSOC. €

County/Suate.

CHAVES/NM

,,,.,, o
mmeu~w .umww m

1990 1991 »mwmlmww 994 awmm

PROJECTED SECONDARY RECOVERY



BARRELS OF OIL

ORI e o BREER D Ly
QIL CONERVATION DIViGON

_YATES ___ EXHIBITNC. 12—t
[

ZLC.:%.SE.NO. aged, A%ip 4823

YATES DRILLING COMPANY

STATUTORY UNIT vs VOLUNTARY UNIT & DOYAL WF

100000
- Av\/\\\\
1000 i ‘ \Akv\\ ////===§\\\\\\\\\\\
100
10
84 85 8 87 88 8 90 91 92 93 94 95 96 97 98 99 O
MONTHS
PRIMARY PRODUCTION - The single curve to the left of the graph is a plot of primary production from all of the wells
that are part of the proposed Queen Yy Unit.

SECONDARY PRODUCTION (STATUTORY UMIT) - The upper smooth curve om the right side of the graph is a plot of the
predicted recovery from the proposed statutory uait.

SECONDARY PRODUCTION (VOLUNTARY UNIT, DOYAL MATERPLOOD & GALLAGHMER ST. /1) - Tha lowar smooth curve on the right
side of the graph is a plot of the combined predicted recovery from the proposed voluntary unit, Doyal watarflood
project and the Callagher St. f1. All three of thesa propertiss are within tha boundary of the proposed statutory
unit. The gap between the two secondary curves is d by the ab of a nawly drilled well in the voluntary
unit senerio. The second senerio alsoc show & red ion in r y from mid 1987 on, dua to the highar expenses

sssoclated vith operating two seperats waterflood projects and a single well.

NMOCD CASE NO. EXHIBIT NO._ __13
Application of Yates Drilling Company
For a Secondary Recovery Froject
(Froposed Cactus CGueen Unit)

Chaves County, New Me:ico



YATES DRILLING COMPANY
PROPOSED CACTUS QUEEN UNIT
CHAVES COUNTY, NEW MEXICO

NMOCD FORM C-108

et

BEFORE EXAMINER STOGNER
OIL CONSERVATION DIVISION

\ATes  EXHIBITNO. AN o ——

raAGeE NO. G\%oq, ARIO qR232
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STATL UF NLW MEXILO UIL LUNSEHVATION DIVISION FORM C-108

ENCRCY AND MINERALS DCPARTMENT - POST OFIICE BOX 2000 . Revised 7-1-81
1 BTATE LAND OF FICE BULDING ' ,
e’ SANTA FE. NEW MEAICO 8/501 R

APPLICATION FOR AUTHORIZATION TO INJLCTY

El

1. Purpose: @Sccondnry Recovery DPressure Haintenance DDu n'nl DStorage
Applicotion qualifies for administrative approval? [:]ye.x

11. Operator: Yates Drilling Company

Address: 105 South 4th Street, Artesia, New Mexico 88210 '

Contact party: Tobin L. Rhodes Phone: (505) 748-1471

111. Well data: Complete the data required on the reverse side of this form for each well
proposed for injection. Additional shcets may be attached if necessary.

1v. Is this an expansion of an existing project? E]yes Earm
If yes, give the Division order number authorizing the project

V. Attach a map that identifies all wells and leases within two miles of any proposed
injection well with a one-half mile radius circle drawn around each proposed injection
well., 1lhis circle identifies the well's area of review.

vI. Attach a tabulation of data on all wells of public record within the area of review which
penetrate the proposed injection zone. Such data shall include a description of cach
well's type, caonstruction, date drilled, location, depth, record aof completion, and
a schematic of any plugged well illustrating all plugging detail.

vII. Attach data on the proposed operation, including: L
1. Proposed average and maximum daily rate and volume of fluids to be injected;
2. VYhether the system is open or closed;
* 3. Proposed average and maximum injection pressure;
4. Sources and an appropriate analysis of injection fluid and compatibility with
the receiving formation if other than reinjected produced water; and
5 If injection is for disposal purposes into a zone not productive of oil or gas
at or within one mile of the proposed well, attach a chemical analysis of
the disposal zone formation water (may be measured or inferred from existing
literature, studies, necarby wells, etc.). .

Vill. Attach appropriate geological data on the injection zone including appropriate lithologic
detail, neological name, thickness, and depth. Give the geoloqic name, and depth to
bottom of all underground sources of drinking water (aquifers conlaining waters with
total dissolved solids concentrations of 10,000 mg/l or less) overlying the proposed
injection zone as well as any such source known Lo be immediately underlying the
injection interval.

IX. Describe the proposed stimulation program, if any.

X. Attach appropriate logging and test data on the well. (If well logo have been filed
with the Division they need not be resubmitted.)

XI. Attach a chemical analysis of fresh water from two or more fresh water wells (if
available and producing) within.one mile of any injection or disposal well showing
location of wells and dates samples were taken.

X1I1. Applicants for disposal wells must make an affirmative statement that they have :
examined available geologic and engincering data and find no evidence of open faultg
or any other hydrologic connection bLetween the disposal zone and any underground
gource of drinking water.. .

XI1I. Applicants must completec the "Proof of Notice" section on the reverse side of this form.

XIv. Certification

I hereby certify that the information submitted with this application is true and correct
to the best of my knowledge and belief.

Name: Tobin L. Rhodes N ' Title Petroleum Engineer
Signature: /m &M " Date: __ 10-13-89

« If the information required under Sections VI, VIII, X, and XI ahove has been previously
submitted, it need nol be duplxcatcd and rcaubmxtted. Please show the date and circumslance
of the carlier submittal.

DISTRIBUTTON:  Uriginal aud one copy to Sanbla e willi une copy Lo Uhe appropriale Diviaion
district office.
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FORM C-108 Side 2

111. MELL DATA

A. The
The

(n

(2)

(3).

(4)

following well data must be qubmitted for ench injection well covered by this application.
‘datn must be both in tabular and schematic form and shall include:

Lense name; Well No.; location by Section, Township, and Ranqge; and footnqe

location within the section, ' .

€ach casing atring used with its size, setting "depth, soacks of cement used, hole
size, top of cement, and how such top uns determined,

A description of the tubing to be used including its stze,

‘ l;ninq material, and
setting depth.

The name, model, ond setting depth of the packer used or a description of any other
gen]l system or assembly used.

Division Diatrict officea have supplies of Well Data Sheets which may be used or which

may

be used ns models for this purpose. Applicants for ascveral idenlical wellu moy

submit o “typical datn sheet™ rather than submitting the data for cach well.

fi. The following must be submitted for eoch injection well covered by this application. All
items must be addreansed for the initiol well. HResponses for additional wells need be shoun
only when different. Information shown on achematics need not be repeated.

(1)
(2)
(3)
(4)

(s)

,,area of the well, if any.

th. PROOS OF NOTICE

All
cerl

The name of the injection formation and, if applicable, the field or pool name.
The injection interval and whether it is perforated or open-holéﬁ

State if the well was drilled for injcétion or, if not,,the ariqginal purpose of the well.

. Give the depths of any other‘perrorntéd intervals and'détail on the sacks of cement or

bridge plugs used to seal off such perforations.

Cive the depth to nnd'name,of the néxL higher and next lower o0il or qgas zone in the

applicanta must furnish proofl that 3 copy of the application has been Furnished, by
ified or reqgistered mail, to the owner of the surface of the land on which the well

is to be located and to each leasehold operator within ane-half mile of the well location.

Where an application is subject to administrative approval, a-proof of publication must
be submitted. Such proofl shall consist of a copy of the legal advertisement which was
published in the county in which the well is located. The contents of such advertisement

mustl
(1)
(2)

(3
(4)

include:

The name, address, phone number, and contact party for the applicant;

the intended purposec of the injection well; with the exact location of single
wells or the section, township, und range location of multiple wells;

the formation name and depth with expeccted maximum injection rates and pressures; and

a notation that intereated parties must file objections or requests for hearing with

the 0il Conservatxon Division, P, 0. Box 2088, Santa fe, New Mexico 87501 within 15
days.

NO ACTION WILL BE TAKCN ON THC APPLICATION UNTIL PROPER PROOF OF NOTICE H1AS BECN
SUBHMITTCD.

NOTICC:

Surface owners or offset aperators must file any objections or requests for hearing

of ndministrative applications within 15 days from the date this application was
mailed to them.
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OIL CONSERVATION DIVISION
FORM C-108 (Supplement)

Application of Yates Drilling Company
For a Secondary Recovery Project
(Proposed Cactus Queen Unit)
Chaves County, New Mexico

Purpose:

Application is made for authorization to inject water
into the Queen formation underlying the boundaries of
the proposed Cactus Queen Unit. The proposed unit
consists of 560 acres, more or less, of Federal,
State, and Fee lands in Unit M (SW/4 SW/4) of Section
26, Units I, J, K, M, N, O, P, (SE/4, E/2 SW/4, SW/4
SW/4) of Section 27, Units A, B, ¢, D, H, (N/2 NE/4,
N/2 NW/4, SE/4 NE/4) of Section 34 and Unit D (NW/4
NW/4) of Section 35, Township 12 South, Range 31 East,
Chaves County New Mexico. This project would be
classified as a secondary recovery project with the
objective of recovering hydrocarbons that will not and
can not be recovered by primary means.

Many wells in the proposed unit area are primary
depleted or are very near primary depletion. Our
studies show that the injection of water into selected
wells will result in the recovery of oil in economic
quantities not otherwise recoverable. This project
should provide economic benefits to all parties holding
any type of interest in the unit acreage.

QOperator:

Yates Drilling Company
105 South Fourth Street
Artesia, New Mexico 88210

Phone Number: (505) 748-1471

Injection Well Data:

A well data sheet is attached for each of the six wells
proposed for water injection. Each injection well data
sheet includes a downhole schematic of how each
individual well will be configured if this application
is approved.



Iv.

VI.

Existing Project:

The proposed project is not an expansion of an existing
project and will be a totally new project.

Ownership:

A lease ownership map is attached which identifies all
wells and lease ownership within two miles of any of
the six proposed injection wells. A map is also
attached on which the area of review has been
identified by drawing a one-half mile circle around
each injection well.

Well Data:

There are presently seventeen wells including proposed
injection wells that fall within the boundaries of the
proposed unit or within the area of review. Two of
these wells have been plugged and abandoned, one well
is temporarily abandoned, and the remaining fourteen
wells are active pumping o0il wells producing from the
Queen formation. Available data for each of the wells
is included in the attached well data sheets.
Additionally a downhole schematic has been drawn
depicting each of the two plugged and abandoned wells.

Production figures and decline curves are attached for
each well within the proposed unit that has produced
from the Queen formation.

VII. Project Data:

1. The proposed daily average water injection rate is
approximately 200 barrels per day for each of the six
proposed water injection wells. Total water injection
for the unit would be 1200 barrels per day. The
maximum injection rate for any individual well will be
based on fracture pressure as determined by step-rate
pressure tests to be conducted on each injection well.

2. Produced water will be stored in covered steel
storage tank(s) and in open top fiberglass tanks making
the produced water system an open systemn. Any fresh
water will be stored in a covered steel tank. Produced
0oil will immediately be separated from produced water.

ar e ——
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The o0il will be stored in a steel covered production
tank until sold.

3. 1Initially the injection wells may take water on a
vacuum, but as the reservoir fills a positive surface
injection pressure will be required to inject water.
The maximum injection pressure will also be determined
by proposed step-rate pressure tests. At no time prior
to the step-rate tests will the injection pressure
exceed a pressure limitation of 0.2 PSIG per foot of
depth to the top of the injection interval.

4. The source of injection fluid will be produced
water from the producing wells within the unit and
fresh water from the Ogollala aquifer in the area. No
commitment has been made but commercial sources of
fresh water are available in the area.

5. No water compatibility problems are expected as
Ogollala water has been successfully injected into the
Queen formation, throughout the Caprock Queen Field,
without excessive problens. Compatibility tests have
been run commingling the produced water and fresh water
and no adverse problems were observed.

VIII.Geologic Data:

The Proposed Cactus Queen Unit produces from the upper
sandstone member of the Queen formation, upper
Guadalupian series, Permian system. The average
producing depth in the field is approximately 2989
feet. The existing producing formation will be the
interval into which water will be injected.

The productive/injection interval, as indicated from a
whole core analysis on the DeLuna Federal #3 (330’ FNL
& 1980’ FEL, 34-12s-3le) and sidewall core data from
numerous wells, is fine grained, friable, gray, quartz
sandstone. The grains are sub-angular to sub-rounded
and well sorted. The cementing material is variously

from anhydrite and dolomite. The exact depositional
environment is unknown. Porosity and permeability are
intergranular in nature. The sandstone is not

naturally fractured.

The Cactus Queen Field is a stratigraphic trap.
Cementation of the sandstone results in the loss of
porosity and permeability, creating a barrier on all
sides with the exception of the east. A tilted oil-
water contact limits the production in that direction.
The oil/water contact has been established at (+1440)



IX.

XI.

in the southeast end of the field and (+1446) at the
northeast edge.

The primary underground source of fresh water in this
area is the Ogollala formation of Tertiary age, the
base of which is estimated to be 300 feet below the
surface. This aquifer is protected behind the surface
pipe and cement of all existing wells in the unit area.
The Chinlee formation is also a fresh water aquifer
which immediately underlies the Ogollala formation.
The Base of the Chinlee is estimated to Dbe
approximately 500 feet below the surface in the unit
area. The Chinlee is behind the production casing in
all existing wells in the unit area.

Stimulation Program:

Each of the currently producing wells has previously
received a fracture treatment. The details of these
treatments are outlined in the data sheet for each
individual well. There are no plans to stimulate any
of the existing wells which will be producing wells in
this project. :

The wells which will be injection wells may require a
small clean-up acid treatment prior to injection. We
plan to treat each of the proposed injection wells with
1000 to 2000 gallons of 15% hydrochloric acid. This
treatment should insure that existing perforations are
open and that each well will accept water or gas at the
lowest possible pressure.

Well T.ogs:

Well 1logs for each of the existing wells in the
proposed unit have previously been submitted to the
Hobbs office of the NMOCD. Attached for zone
identification purposes is a cross section containing
portions of the logs from wells in the reservoir.

Fresh Water:

The Office of the State Engineer in Roswell has a
record of six wells within one mile of the proposed
unit. The total depths of two of the wells are
unknown, however all six wells are assumed to be
producing from the Ogollala formation. Analysis



reports for water taken from three of the wells are
attached.

XII. Injection Zone Isolation:

Available engineering and geologic data has been
examined and no evidence of open faulting or any other
hydrologic connection between the injection 2zone and
any underground source of drinking water has been
found.

XIII.Proof of Notice:

A 1listing of off-set leasehold operators within 1/2
mile of any injection wells and the surface owners that
have received a copy of this application by certified
mail is attached.

XIV. Certification:

I hereby certify that the information submitted with
this application 1is true and correct to best of my
knowledge and belief.

Tobin L. Rhodes Petroleum Engineer

)ZZICJ Jif / October 13, 1989
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INJECTION WELL DATA SHEET

OPERATOR: Yates.Drilling Company.. LEASE:_Apache "E7" State____.__

—— v

WELL NO.:_2_____FOOTAGE: 1650 FSL-2%10 FEL__SEC: 27-T1Zs-R3le

TUBULAR_DATA

SUREACE _CAGSING

SIZE: _8-5/8" 244
TOC: _ _Surface . _ . _
HOLE SIZE:_12~-1/4"

st tretm e e e i (At Merta Biase Pt e e b

_CEMENTED WITH: __ __
_FEET DETERMINED RY:_ Circulation____
SETTING DEPTH: _4%54 _

INTERMEDIATE CASING

SI1ZE: _NoOnEQO ____ . CEMENTED WITH: _______ SX.
TOC: FEET DETERMINED BY: ______ __ __
HOLE S12E: SETTING DEPTH:

LONG_STRING

S1ZE: _4-1/2" @ oo CEMENTED WITHW: __ SX
TOC: __Surface__ .. _FEET DETERMINED RY: uwiation______

HOLE SIZE: 7-7/8" ____ __  SETTING DEFTH: :
TOTAL DEFTH: 3150

INJECTION INTERVAL

2996 ___FEET TO________3000- ____FEET - FERFORATED

TURING

e LINED WITH: _Flastic
_PACKER AT:____294&

TURING SIZE: _2-3/8"
Baker AD-1

SET IN A
FEET

J L pup—

o - o s s e sy e e Poret B S

OQTHER, _DATA

1. NAME OF INJECTION FORMATION: (ueen_

2. NAME OF FIELD OR POOL (IF AFPPLICABLE):_GE Chaves (Queen

3. 1S THIS A NEW WELL DRILLED FOR INJECTION? MNo___
IF NO,FOR WHAT PURPOSE WAS THE WELL ORIGINALLY DRILLED?
_Ihis well was drilled as _a Gueen_producing well.

s e e ke 04D Tt ) i stans Samis Doy o et ettt g Surms Seb Oy SaPes e et Y LS P e S g e iy S At i S S it S S T e S o bty S i it S S S Pt S e v e

4. HAS WELL EVER BEEN PERFORATED IN ANY OTHER ZONE(S)7?_Na_
LIST ALL SUCH PERFORATED INTERVALS AND GIVE PLUGGING
DETAILS (SACKS OF CEMENT OR BRIDGE PLUG(S) USED):

ot e patm s e e s s g Bt vans b e Lo et St S Wi it s (e A $0400 s P i (it LA S HAAD SUSe e SRS ST e it G P S S04 Wk S Hase 004 ke S S00NS Prmbs B ot dernn b S i

e et artas bonts o e Gmbag St P S ik A s Baims S e P Sy e LSt P S S ket Pt P A e et St e P e e e e e S St M O A M e T b St b St e 4 Tt o .

S. GIVE DEFTH TO AND NAME OF ANY OVERLYING AND/OR
UNDERLYING OIL OR GAS ZONES (POOLS) IN THIS AREA:

WELL _SCHEMATIC ATTACHED

10



SURFACE

1

JHIFIIIIFIHI

)

IIIIF

APACHE STATE *27" #02
NE-SW 27-T12S-R31E
CHAVES COUNTY, NEW MEXICO

e
02008 ageTeTe%e:
0202 2eted0%
IRIHRN
62000 e delede!

8 5/8 SURFACE CASING
AT 454" WITH
CEMENT CIRCULATED

———2 3/8 PLASTIC LINED TUBING

—INJECTION PACKER
AT APPROX, 2950

ERFORATIONS
I 2996-3000

5 1/2 PRODUCTION CASING

A

AT 3152 (TD) WITH
CEMENT CIRCULATED

CEMENT

11



INJECTION WELL DATA SHEET

o

OFERATOR: _Yates Drilling_Co._ _LEASE: Durkitt Federal
WELL NO.:_ 23 __ FUDTQGE:w§§QLEN£:2§AQ;EHQ_,SEC=miﬂ:Ilﬁﬁrﬁﬁig

TURULAR _DATA

SURFACE_CASING

SIZE: _8-5/8"_ 24%#_
TOC: __8Burface
HOLE SIZE: _12-1/4"

e __CEMENTED WITH:_270 SX.
~FEET DETERMINED BY: Circulation____
SETTING DEPTH:_ 424

- g it e o e e s it S s

INTERMEDIATE CAGING

SIZE: None_ _ _ ___ . ______ CEMENTED WITH:_____________ SX.
TOC: o FEET DETERMINED BY:s _________ _______
HOLE SI1ZE: ________ SETTING DEFTH: ________________
LONG_STRING

SIZE: S-1/2" 14% _____ _______CEMENTED WITH:_ 260_________ SX.
TOC: 1640 o FEET DETERMINED BY: Temp. Survey___

HOLE SIZE: _7-7/8"__ _  SETTING DEPTH:_ 3083
TOTAL DEPTH: _3100°

INJECTION_INTERVAL '
———28es _____FEET TO________#992._ _____FEET - PERFORATED

TUBING

TURING SIZE: _2-35/8"_

_LINED WITH: Flastic ______ SET IN A
Baketr:_AD-1

FPACKER AT: 2938 FEET

e o mine saam FTT ol T T e e o e ot canse s et s b st St e

- ot mas ottt G e o el e s e

OTHER_DATA

1. NAME OF INJECTION FORMATION: _GLueen

e o s o o ot Satt Mk e s o P S s s e ot et

2. NAME OF FIELD OR POOL (IF APPLICABLE): _GSE_Chaves Gueen_

3. IS THIS A NEW WELL DRILLED FOR INJECTION? No_
IF NO,FOR WHAT PURFOSE WAS THE WELL ORIGINALLY DRILLED?
dhis well was drilled as_a Queen producing well.

4. HAS WELL EVER BEEN PERFORATED IN ANY OTHER ZONE(S)7?_WNo_
LIST ALL SUCH PERFORATED INTERVALS AND GIVE PLUGGING
DETARILS (SACKS OF CEMENT OR BRIDGE PLUGB(S) USED):

e e . b Sonas S S o TS 90 S5 e Skt St B Seart Bhise Seam SI0MR s e P ALt SArtd R Lo Sabin Sosdt P L S SO St S dmef e et e S P St 004 e SeLtn e s P Ao i W S Bt SAaee S M

i s Gmen et tatm S i s Ho it ke b (ot B et S S S P (i S et SABn Ao o) i et S e RS e e At o e H S i SO e Sobas S ks P S S et P i e S i

S GIVE DEPTH TO AND NAME OF ANY OVERLYING AND/OR
UNDERLYING OIL OR GAS ZONES (POOLS) IN THIS AREA:s ___
None known.

LT S 5D P, Trart (7%, s rara shecn wintn e gvare s vt b hon Sbnte e Ponnd N ik At S e S S Mt e M i ks o UL S 20 S A ke e PSS S04 S S A S e il Py oot e Ly e

o e it st b e okt Sl et SH48 AT 8 SR Smbtn oy o e Smbed it St St Mk aas st by by S e s dh s 000 SRS Sontm L4 A e S Sl S D S A Pt o S b St ek e (it b S Sy

WELL SCHEMATIC ATTACHED



SURFACE.—.—

FHHFHHELIHPHHFHHFHHFIHL

BURKITT FED. 03
NE-NW 34-T12S~R31E
CHAVES COUNTY, NEW MEXICO

8 5/8 SURFACE CASING
AT 424" WITH
CEMENT CIRCULATED

EMENT TOP- 1840
BY TEMP. SURVEY

—2 3/8 PLASTIC LINED TUBING

~——INJECTION PACKER
AT APPROX, 2938

ERFORATIONS
2988-2992

5_1/2 PRODUCTION CASING
AT 3883' (TD) WITH
268 SACKS CEMENT

13



INJECTION WELL DATA SHEET

OFERATOR: Yates Drillina Co. LEASE: Doyal

- i e s et b fhate St means e teit MO it s Soat S S S Pt

WELL NO.:_} ____ FOOTAGE: _06Q  FNL-_ 9920 FEL__SEC: 34-Tlzs-Rile
TUBULAR_DATA
SURFEACE_CASING

SI1ZE: _g-5/8" 24% .. _CEMENTED WITH:_2%0_________SX.
TOC: __Surface___ . _.____. . . FEET DETERMINED BY:_(

drcuwlation
HOLE SIZE:_i1&-1/4" 0 ___SETTING DEPTH:_40%9.46&

INTERMEDIATE CASING

S1ze: MNoWOVEQ___ o CEMENTED WITH: ______ SX.
TOC: FEET DETERMINED BY: __ __ ____
HOVE S126€60 SETTING DEPTH: __
LONG_STRING

SIZE: _S—-1/2" i4%__ CEMENTED WITH:z _250_________SX.
TOC: __22oo. FEET DETERMINED BY:_Temp. Survey_

HOLE SIZE: 7-7/8"

SETTING DEPTH: 3100’
TOTAL DEFPTH: _3100°

. o s ot ints Gt e St ottt e e

INJECTION INTERVAL

2782 FEET TO __ 2983 _

_FEET - PERFORATED

TURING
TURING SIZE: _2-Z/8"_ ___ LINED WITH:_F

~Baker AD-1_ FACKER AT:_

v s s St 240 oot cmen s o v S o e 20

QTHER_DATA

1. NAME OF INJECTION FORMATION: _(ueen_

O U VT Sy VRN Y S I U S

2. NAME OF FIELD OR POOL (IF AFPLICARLE):_SE Chaves_ (ueen_

3. IS THIS A NEW WELL DRILLED FOR INJECTION? No____
IF NO,FOR WHAT PURFOSE WAS THE WELL ORIGINALLY DRILLED?
“This well was drilled as a fueen producing well.

ot o o i S Gt RSt o Shoes o S S8 iy Vot ets PO S Ak Lok $O400 Shm St S Sl SO0 Pt b Foes 4D S0k i e TS $2AHY A e GRS e e S B SAHR Sente T P At b e St e e S Mo

4. HAS WELL EVER EBEEN FERFORATED IN ANY OTHER ZONE(S)?_Na_
LIST ALL SUCH FERFORATED INTERVALS AND GIVE PLUGGING
DETAILS (SACKS OF CEMENT OR ERIDGE PLUG(S) USED):

e e et St e fomay e Vot et s o S0h00 Yot S et e e Sbma Gt ote S e Somd St e S SAleg Ot P S SRS Bt B e MR IR St S B e LS S et e A St ey e Sat Fvd e e e e

s e et e e S S e it T BB T iy it ey P iy e et PSS A ot et S S At 4452 o SO AL fmt e PPV Sk S GAmre PP T P i tt S S AFREt ind s St el S e o S S S04

S. GIVE DEPTH TO AND NAME OF ANY OVERLYING AND/OR

UNDERLYING DOIL DR GAS ZONES (FPOOLS) IN THIS AREA:
_None_known.

WELL _SCHEMATIC ATTACHED

14



SURF

VALYES

DOYAL #91
NE-NE 34~-T12S5~R31E
CHAVES COUNTY, NEW MEXICO

llllFlllLr

_FlIIIFHHFHHFHLIPILHF

8 5/8 SURFACE CASING
AT 409 WITH
CEMENT CIRCULATED

——-DUEMENT TOP ~ 2200
BY TEMP. SURVEY

—2 3/8 PLASTIC LINED TUBING

g ——INJECTION PACKER

AT APPROX. 2832

l_.P!':'RF'-ORATIONS
2982-2989
—

S_1/2 PRODUCTION CASING
AT 3098 (TD) WITH
258 SACKS CEMENT

15



© INJECTION WELL DATA SHEET

S

OPERATOR: _Yates Drilling Co.__LEASE: Doval

WELL NO.:_ 3 FOOTAGE: 1780 FEGL-_ 9720 FEL__SEC: £7-Tlzs-Rile

TURUL.AR_DATA
SURFACE _CASING

SIZE: 8-5/8" 244 CEMENTED WITH: 260 _________ SX.
TOC: __Surtace___ . _____FEET DETERMINED BY: Circulation_

HOLE SIZE: _1Z-1/4" SETTING DEPTH: _40%° _

INTERMEDIATE CASING

SIZE: Nome___________ CEMENTED WITH:_________ &X.
ToC:__ T FEET DETERMINED BY: ____________
HOLE sS1zE:__________ SETTING DEPTH: _______________
LONG_STRING

SIZE: S~1/2" 1A%_________ CEMENTED WITH: 850 SX.

TOC: 630 FEET DETERMINED BY:_ Cement Bond Log
HOLE SIZE: _7-7/8" _SETTING DEPTH:_3099’

T T T e ron o e ot s ot b et s S B

TOTAL DEFTH: _3100

INJECTION_INTERVAL

~£991 ~FEET TO SRR

FEET - PERFORATED

PRS- e e o e aaces s s s sioog o

TUBING
TURING SIZE: 2-3%/8"  LINED WITH: Flastic_______ SET IN A
Baker AD=-y_ _ ______FACKER AT:____2941° FEET

OTHER _DATA
1. NAME OF INJECTION FORMATION: Queer

2 NAME OF FIELD OR POOL (IF AFPLICABLE):_SE Chaves_Gueen_

This well is teop. aban. due to hiagh_water produnction

LIST ALL SUCH FERFORATED INTERVALS AND GIVE FLUGGING
DETAILS (SACKS OF CEMENT OR BRIDGE FLUG(S) USED): _

v ———— ot o0 s et Aot S o S0 $UAD) P At A bhh St 0000 s Pt Bt B ot e (e et ks G 4t SHE b St ] e ove o e S0t e B A Gt At b s e P Mt bty At

S. GIVE DEFTH TO AND NAME OF ANY OVERLYING AND/OR

UNDERLYING OIL OR GAS ZONES (FOOLS) IN THIS AREA:
Nane known.

WELL SCHEMATIC _ATTACHED

16



VALVES
A DOYAL. #023
NE-SE 27-T12S-R31E
CHAVES COUNTY, NEW MEXICO

5
_FllllFIIIIFIMIPIIHFJH!FHHFHHF

8 5/8 SURFACE CASING
AT 409 WITH
CEMENT CIRCULATED

te———CEMENT TOP ~ 630
BY CBL

2 3/8 PLASTIC LINED TUBING

——INJECTION PACKER
AT APPROX, 2941

ERFORATIONS
2091-2997

S_1/2 PRODUCTION CASING
AT 3099 (TD) WITH
850 SACKS CEMENT

CEMENT

17



" “INJECTION WELL DATA SHEET

OPERATOR: _Yates Drilling Co. _LEASE: Doyal

- P i T T T

WELL NO.:_4_ FOOTAGE: _330 ESL—_ 350 FWL__SEC: _26-T1Zs-R3le
TUBULAR_DATA

SURFACE _CAGING

SIZE: _8-5/8" 24%_ . CEMENTED WITH:_ 250 sX.

TOC: __Surface_ -.FEET DETERMINED BY: (irculation____

R

HOLE SIZE:_12-1/4"_ _SETTING DEFPTH: _400

INTERMEDIATE _CASING

SIZE: None CEMENTED WITH: 8X.

s St T s T st e e et dosas oatnd ot Seenn s i ftte Seree Aakbe e e et e Srben Pestt et trite o000 vt s aatoe S W et S Poate et VoS

——— e ettt e Sath S St P e (it P e i S A o o e ot vtan et e s b i e ot e S Gt e

it o ot o B dobey s sbeen iam Mot oo Aasds e aLe SAMD oetes St Hoube e Shmme e vt e ek e e g2t S S iy e e St vy e

LONG_STRING

SIZE: _S-1/72" 1i4%___ . _CEMENTED WITH: 975 __ _______ SX.
TOC: 30, e FEET DETERMINED RBY: lemp. Survey_
HOLE SIZE: 7-7/8" SETTING DEFTH: _JO88~

TOTAL DEPTH: =100

INJECTION_INTERVAL.

————_ 992 ____FEET TO____ 2985 _FEET - PERFORATED

TUBING

TUBING SIZE: 2-35/8!" LINED WITH:_F

oo RSN VI

_Baker _AD-1 _PACKER AT:

SET IN A

% e ot etne et s e 4ot s s s e s o o 2T

OTHER _DATA

1. NAME OF INJECTION FORMATION: _fueen

* o e et pors e b S e S i e S P Y e S TS et S S S

2. NAME OF FIELD OR FOOL (IF AFPLICABLE):_SE _Chaves Gueen_

3. IS THIS A NEW WELL DRILLED FOR INJECTION? No___________

IF NO,FOR WHAT FPURFPOSE WAS THE WELL ORIGINALLY DRILLED?
This well was drilled as_a Queen producing well.

4. HAS WELL EVER BEEN PERFORATED IN ANY OTHER ZONE(S)?_ No_
LIST ALL SUCH FPERFORATED INTERVALS AND GIVE PLUGGING
DETAILS (SACKS OF CEMENT OR BRIDGE PFPLUG(S) USED):

o s e mben A e e G oA ity M4 St PO it At et Mmtd POt S a8 S Seamt S et TR At SO L A A0S A0 e 4H40 S 4SS Ll e Sehe Samet e S e v Soove o S e e AR P e Sore byt Sy

5. GIVE DEFTH TO AND NAME OF ANY OVERLYING AND/OR
UNDERLYING OIL OR GAS ZONES (POOLS) IN THIS AREA:

e ke % T VS ane - et 7T e 1e10 hom 4900 A B e B e O P 0 S04 AR PO RRR Sep 4 P e St e S e O ke i B et SR St R AL e S R ks o ks A B e o e (it P

e soenn e i e 00 B okt Aot S0 Tt s e s MR AR She s S e S Mere s e e SeoT APt B 4o S S e dmete $4em (b M i St e ekt et e Lo b Bt e et et S et S4ubt St o S

WELL. _SCHEMATIC ATTACHED
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DOYAL. 84
SW-SW 26-T12S-R31E
CHAVES COUNTY, NEW MEXICO

8 5/8 SURFACE CASING
AT 400" WITH
CEMENT CIRCULATED

| CEMENT TOP - 310
BY TEMP, SURVEY

——2 3/8 PLASTIC LINED TUBING

—INJECTION PACKER
AT APPROX., 2932

I._F'ERF-ORATIONS
2982-2985

FIIJIFIHIFIllJFllllFllllflJllFl]ll

S 1/2 PRODUCTION CASING
AT 3088' (TD 3102 WITH
975 SACKS CEMENT

CEMENT
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INJECTION WELL DATA SHEET

OFPERATOR: _Yates Drilling Co.__LEASE:

WELL NO.:_7 FOOTAGE: 660 FSL.-1980 FEL. _SEC: _27-Tlgs-Rile

TURUL.AR_DATA
SUREACE_CASING

SIZE: 8-5/8" 244 __ _ __
TOC: __Swrtace____________FEET DETERMINED RY:_(
HOLE SIZE: 14-1/4% _SETTING DEFTH:_424

LCEMENTED WITH: _X5¢Q_ SX.

SIZE: None____________________ CEMENTED WITH: _____________ SX.
TOC FEET DETERMINED BY: ________________
HOLE SIZE: ____________________ SETTING DEPTH: ________________
LONG_STRING

B e L D

SIZE: S—-1/2" 14# _CEMENTED WITH: 270 _ . ____SX.

TOC: 1200 ¢ FEET DETERMINED BY: Temp. Suwrvey

HOLE S1ZE: 7-7/8"___ SETTING DEPTH: 1098,54°

oe Mot o (e it o e PO e Fa Gt Boiee atan ek

TOTAL DEPTH: _31Q0°

B .

______ 2997 . _ _FEET TO___ 2993 _..FEET - PERFORATED

[IUSPREGNE SSRGS 5. J0 S0 .- AR SpRE )

TURING SIZE: _2-3/8"

_SET IN A
_Baker AD-1_

FEET

FPACKER AT: 2

B b R R e

[N S S e

QTHER_DATA

1. NAME OF 'INJECTION FORMATION: _Cueen

s omee s o S Srtas Pt b S o e e e S St e Saess S et S et

2. NAME OF FIELD OR FOOL (IF AFPFPLICABRLE): _B5E Chaves Gueen_

3. IS THIS A NEW WELL DRILLED FOR INJECTION? Mo____
IF NO,FOR WHAT FURFPOSE WAS THE WELL ORIGINALLY DRILLED?
This well was drilled as_a_ Bueen_ producing_well.

o tan Stet S St e S e Boemt S s S i oo i AeRY (LAY UOMS Srvee ee M e Hve S0 G et Saim Aasen et i S et o et At e s e P T e et s S S PSS et S S e s S v e

4. HAS WELL EVER BEEN PERFORATED IN ANY OTHER ZONE(S)?_Na_
LIST ALL SUCH FPERFORATED INTERVALS AND GIVE FLUGGING
DETAILS (SACKS OF CEMENT OR BRIDGE FLUG(S) USED):

et A arte St b oo o et A S B S2t00. WSS P Sy T S 4tk it Sma Pt S IR B P T S ot Mo e A e ke e S e e S e e bt SRS St S SRS MMMy i St et St e o

.t e S it it o S i S ot 03¢ FA Mt g SHmn Sl Sl FOeES Smive S S HAmk At g S ey S S i S At S H " Sy S s S D S S S S S0 . s e dadin bl SaO® 4 e S

S GIVE DEFTH TO AND NAME OF ANY OVERLYING AND/OR
UNDERLYING OIL OR GAS ZONES (FOOLS) IN THIS AREA:
None_known. _

o b o it catas s et S v SraM W = P M St SM4at S UL S 44 RSP By S o LSS A4 A S Mot Seaat s S Semin Seves S ey e Bkt S So0m A e et P (i A it e S e M S e

WELL SCHEMATIC ATTACHED



SURFACE

VALVES

GARNER FED #87
SW-SE 27-T125-R31E
CHAVES COUNTY, NEW MEXICO

FIUIFIIHFHHFHJIF[IIIFIIIIFIHI

N 8 35/8 SURFACE CASING
AT 424" WITH
CEMENT CIRCULATED

o CEMENT TOP -~ 1900

BY TEMP. SURVEY

2 3/8 PLASTIC LINED TUBING

—INJECTION PACKER
AT APPROX. 2937

ERFORATIONS
29887-2993

B3] CEMENT

S_1/2 PRODUCTION CASING
AT 3098' (TD) WITH
278 SACKS CEMENT
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WELL DATA SHEET

WELL NO.:_1_____ FOOTAGE: _S30 FSL-2310 FWl. _SEC: _27-T1Zs-R3le
TUBULAR_DATA
SURFEACE_CASING

SIZE: _8-5/8"
TOC: __Surface_  _______
HOLE SIZE:_1z2-1/4"

e soena reans couns S fmes et fm Semka Soems Sapas Shras S

CEMENTED WITH: SX.

——..FEET DETERMINED BY: _Circuleation____
SETTING DEPTH: _44<

INTERMEDIATE CASING

SIZE: None______ . CEMENTED WITH:_____________ SX.
TOC: oo FEET DETERMINED BY: ________________
HOLE SIzZE: ___________ . ___SETTING DEPTH:________________
LONG_STRING

SIZE: 4-1/27

TOC: __ 210" FEET DETERMINED RY:

HOLE SI1zE: _7-7/89" _ @ oo _SETTING DEPTH: _3X130°
TOTAL DEPTH: _3150

_CEMENTED WITH: sX.

PRODUCING INTERVAL

FORMATION: Gueen . POOL OR FIELD:_SE Chaves_{(ueen

SFUD DATE: _9-9-85__ _ _ _ COMPLETION DATE: _6-
PERFORATED:, _FEET TO__ 22371

——BA ————— b

STIMULATION: 100 aals. 197 HCl acid, 12000 aals. gel water

S4000_gals. COc, 10500%# 20740 sand,10000% 12/20 sand____

et ot Gt e (e s et e b o e S M e WD bt St P St s S0ate SO Gt M v ke St P e e P e e $4049 Vo S B e A S SV WS S o S M S M e 0 S S $4028 HS e T e
s e S s i L i e s et A ke Senie e e PO dobeS G Hove oo e e AT MRS S St Senes S ey A $4rbd e M Al S PR S St G4 L P S Aot e Pt T St T St PP . o A Gt S vt s S S

OTHER PERFORATED ZONES: _MNone

o e 1T e oL e e e et bt e G ot et D . i G et i i SO Sl S o M S e i S OSSR D M e St dnme

o e T $1000 Uit e S S R Akt SO G Sl S St S0 i St S, bt e PRGSO s

CURRENT _STATUS

WHAT IS CURRENT STATUS OF WELL?_Pumping. oil well

CUY R SR S,

B e
e e Y St S e e ki e e A S S ety Sl St Sroen Lebre e L4400 OO At e S fifae Sipt S R P IS G908 it it ey et A ALY = Aot boree o e Y SAD A e e B S S e e o b e e PSS S

e e $2h S e s S0 00t it S (e G S S i $mid SO Vs o SAAM dad S0 O HIL M Ml SAA OIS et s e e B (bt AP . S MR S St S P e S Al Mt Pk Al St Sy S bt oo e S S S b e

— - e o . St . et e ot o ST W B S S e S Mk St

- s i v 00 it (o S M o e o 4SOAG P (RS bt e e S SR G0 S P e MAAS Sarep et vt BHere S S S At St T S S B Beamm St A Ht e S S S BATAP iy vt S e St Saete S ST e
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WELL DATA SHEET

[V —

OPERATOR: _Yates Drilling Company. _LEASE: Apache "27" State

WELL NO.:_2 FOOTAGE: 1650 'FSL 2310 'FEL __SEC: _27-~-T1Za-R3le

— e ot s — —— ———

TUBULAR_DATA

SURFACE . _CASING

SIZE: 8—u/8" _CEMENTED WITH: SX.

et Bate ot bt Sr0me b S B000e oo v fmsee M Bt Maben s s pte e I ot ot b it s beans i Pt St et e St

TOC: 3 FEET DETERMINED RY: Circulation
4 SETTING DEPTH: _4%4 "

INTERMEDIATE CASING

SI1ZE: Nene______ CEMENTED WITH: ______ SX.
To¢s ____ FEET DETERMINED BY:____
HOLE SI1ZE: SETTING DEPTH: ___
LONG_STRING

S1ZE: _4-1/2" __ _ CEMENTED WITH: ____ SX.
TDC-__Sutiégg ____________ :_QGirculation_

HOLE SIZE: 7
TOTAL DEPTH: _

PRODUCING INTERVAL

FORMATION: {(ueen_ POOL OR FIELD:_SE Lhaves Queen

SPUD DATE: 7-29-85_______ COMPLETION DATE: 8-33
FERFORATED: ____ 29964 FEET TO __300C

e serm tomen S0 L T s aaves cmree trnet et s e e s B ]

STIMULATION: 850 _gals._ 19% HCl acid, 16000 gals. ael water _
_Lot CO2, 10300% 20/40 sand, 100008 12/20 sand__
OTHER FERFORATED ZONES: None

CURRENT_STATUS

WHAT IS5 CURRENT STATUS OF WELL?_Fumping_oil well

IF PRA, LIST PLUGGING DETAILS: o e

o St St v e et oo s i Bt et it e v Sdine . e e e SO0V Sy B v T Gt SaPeS SO AR BAP Sde YA PN M08 SO A Ue S EAS t Sre S e (e Mt ot

s o S B S et St i Gt S M S840 S Bt P08 et mdtd S P et P BRSSO S e e ke e St St Mk Hare Pk s e Yot S R S S S Ads P s P S Sk S e S o mp S B ot e St Anted Bt
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—

OFERATOR: _Yates Drilling_

WELL NO.:_1

WELL DATA SHEET

Co.__LEASE: _Burkit

SUREACE_CASING

SIZE: _8z5/8! 24%_
TOC: __Surface
HOLE SIZE: _12-1/4"

ot e et Tt 2o T Star

INTERMEDIATE CASING

TUBULAR_DATA

_SETTING DEPTH:

CEMENTED WITH: _
_FEET DETERMINED EY: _

SIZE: None_ CEMENTED WITH: __ __ SX.
TOC: FEET DETERMINED BY:_ __
HOLE SI1ZE: __ _ _ SETTING DEPTH:____
LONG_STRING

SIZE: _S-1/2" 4% _ . CEMENTED WITH: 3460 ___  gX.

TOC: __14650"

FEET DETERMINED BY:_Temp, Survey _ _
HOLE SIZE:

SETTING DEPTH: _3080°

7-7/78"

R O T T R e e L T ) [ROEEN  p——

FORMATION: Queen
SPUD DATE: :
PERFORATED:

FOOL OR FIELD. _8E _Chaves QGuee

Lrs coms caeme womte wetn DD L T e s e o e s e v e ntes e aan tmins atimp Sovin Tt e S 1S T L s et e e e b s e Bt

STIMULATION: _750_ gals. 15% HCl acid,
_25%_COZ, 16500%

20000 gals.
20/40_sand._6000# 12/20 sand

G e s s S b M s b Senet e dmae R Pt Shim St e e St Sl St B it (e et Sebed P e Seamy S48 e e Y b S Y St S T S S St A4S St} e S A e St et A P S S S T
o S o s . St S et i e et (i Ve S Al b RS LS At S S e PR R S S et Mo P hrlh S P i B A 80 e S S SO S S ot O e S i Hm ket Goind o S ST P SO i ot b W

OTHER PERFORATED ZONES: _None

Traet ST Vit T e e set 00000 o e oy et Gt et e St S o e S, Bt e A St Mot et et S S Y e e S S oy

L e Y pwwepmapuy

g

O

o o ot S S it $40da S0 e e e S S WA o M date S ot Sy L s e Maia e St PO e A P i e Shife St et At e et S P S A e S L S o 44O O S S SO e S S St G e
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WELL DATA SHEET

OPERATOR: _Yates Drilling Co._ _LEASE:_ Burkitt Fedaral

WELL NO.:_Z____ _FOOTAGE: 1690 FNL=_ 990 Ful.__SEC: 34-Tlis-Rile
TUBULAR_DATA
SUREACE_CASING

SIZE: B-5/8" _24% CEMENTED WITH:_3795 SX.
TOC: ‘_Sk‘ﬁiggg_______________FEET DETERMINED RY: — i
HOLE SIZE: _12-1/4"

_SETTING DEPFTH:

e s e e ey S0t St e e i e

INTERMEDIATE CAGING

SIZE: None_ __ oo CEMENTED WITH:z____ SX.
TOC: FEET DETERMINED RY: ____ . __
HOLE SIZE: __ _ oo SETTING DEPTH: __
LONG_STRING

SIZE: _S-1/2" _ 144 _ __ CEMENTED WITH: _
TOC: __ 1678 . [FEET DETERMINED RY: _
HOLE S1ZE: _7-7/8" SETTING DEPTH: 2845

TOTAL DEPTH: _28

PRODUCING INTERVAL.

FORMATION: Queen________ POOL OR FIELD: S
SPUD DATE: _S5-5-50 COMFLETION DATE: 7
6

PERFORATED: ___ 2754 . FEET TO_______ 2760 _______ FEET

CURRENT_STATUS

-

WHAT 1S5 CURRENT STATUS OF WELL? _Pumping_oil_well

e ot Mt i S bt s e s s, s S T M S et e e s e St e e Soase S} S S,
s e e e > ey s S sy e e B A darem SO0 Satnd Gy BVl A LR PRt PSS 4SS M A TS SHAas D PO SPPLL e 0008 e SMMp Bman Ho0s NP Bt SHO4E SAS Samem S0000 S ALY ST et W s fm bt it e Sy M S e e B S0

et et e e e et Dot v e P S SO $OMD it s SSbnt Gt i it Bt e S

e e e ot it e e e e 4500 e P S B $2ne S ied S Ghire St b e e e S
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WELL DATA SHEET

St

OFPERATOR: _Yates Drilling Co._ _LEASE: Bur !.c.i.,.:.t.i;'..E@c!e;r:.a_l...

WELL NO.:_ 3 ___ FOOTAGE: S50 ENL-Z310 FWL _SEC: 24-T12s-Rile

TUBULAR_DATA

SURFACE_CASING
SIZE: _B8z5/8" 24% . _CEMENTED WITH: 270 SX.

TDC:__ﬁugigge —————_ FEET DETERMINED BY: Circulation____
HOLE SIZE: _12-1/4" SETTING DEPTH: _ 424’

e . aote s e s e Beaue Soant aasge Mot s P B T Cu T S ———

INTERMEDIATE CASING

s1ze: _None__ o w  _CEMENTED WITH:____ SX.
TOC Y e e FEET DETERMINED BY: ___ _ _ oo
HOLE S1ZE: __ _ SETTING DEPTH: __
LONG, STRING

SIZE: _S-=1/z2" 1a%_ _ o _CEMENTED WITH: 260 _______ __SX.
TOC: __ 1640 o ___FEET DETERMINED RY:_ _Temp._ Survey__ _
HOL.E SIZE._ZQZ/B" SETTING DEPTH._ﬁQQ} ____________
TOTAL DEPTH: _3] :

ERQDUCING INTERVAL

FORMATION: Queen_______ . . ____POCL OR FIELD:_SE Chuves Bueen
SFUD DATE: _8-=-%—-85% COMPLETION DATE.
FERFORATED: ’ __FEET TO_

STIMULATION: _750 gals. 15% HCl acid,_
_EﬂﬁEQQ§_QQEAﬂAEQ“9ﬁ_EQLﬂg*ﬁéag.m£999ﬂm

—— (i ot D Gt e Shras e et e S et e o it oot A0 St Srode P PoLs e S e Maen PO et S SeeSS A s ek ALY S S Lt St dimbe St S St e (e e S S (A 457 AE4 S e Pt S D it S e baa

o e 4408 20000 Ut s e S e et S g e s S o s S S i $0004 Sl S8 A e i e St Sy St S Lkt e St WIS S S S S B TS P 008 s ekt ks i e i (A PSS e S8 S i i S WS

OTHER FERFORATED ZONES: _None

et s v W i Giese e S b St e ot 04 b e S S St Sty Pty S0 vty R S SR LA i e b P Pl S $4HD S AN it o ekt S s e P ity e P b Y O R i UL Bt Mt S it $ankt OS¢ e

B L e )

e e S Pt i e S e e it St v S Sarn S o Ao $9044 At M ret e MBS bt et b e b o SV Sl e S i MAis St P A S i Sk It A e ey et SO S v Sl St e e S S G St M et

s s o et v P L S Lt s dadas L fastn Dot Attt SPote s LD e i St Bovah P B SHoep At e IS S Somh e WA= FrraS

s oy Pt e GU0mb (b0t Ve o b D S S S S St it e Ao S et it i et Siet Smbre S e i S et Serad
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WELL DATA SHEET

o

OPERATOR: _Yates

Drilling Co._ _LEASE: Deluna Federal

WELL NO.:_3 FOOTAGE: _Z3Q FENL=1980 FEL__SEC: 24-Tlis-Rile

——— ——

SUREACE_CASING
SIZE: _8-9/8"_24%__ . ___CEMENTED WITH: 2300 __ __ __ _ __ SX.
TDC:__§gtfacp FEET DETERMINED RY: Circulation____

HOLE SIZE: _

S1ZE: None__ CEMENTED WITH: ______ SX.
Tocs ____ FEET DETERMINED BY: ________
HOLE SI1ZE: ______ SETTING DEPTH: _____
LONG_STRING

SIZE: S—1/2" i4#________ CEMENTED WITH:_4

TOC: __1900° T FEET DETERMINED EY: C

HOLE SI1ZE: _7-7/8" _  SETTING DEPTH:_

TOTAL DEPTH._’]UO

ERODUCING INTERVAL.

FORMATION: Queen___ FOQOL OR FIELD: SE. thves _Bueen
SFUD DATE: _2-11-8%_ ___ ____ _COMFLETION DATE: _:
FERFORATED: ____2987-1/2 _____FEET TO_______ 2993

STIMULATION: 730 _gals. 15% bcl, 15000 gals. Z0# gel, 23-1/2
tons_CUZ. 13000#_20/40_sand, 19000%#_10/20 sand_ =

e bnin e O it feate s e e Sl Y SHE S0 A it P bl e MMAD S DR 000 SO bl it Smes e P S SRS Bt

s S ot o o ot St et . s S S Edte it P

OTHER PERFORATED ZONES: _NMone

PO i 0T Lieah el GO 00 Senae e s G Soo S0 ket St Somis VeI et et Gl FYPhe 1o SO0 e ST LARNE bt SO UMD BBt e R P S S Mo S

v st s s e e v Sobre ot e e

o o o e et e oo Pt . S e oS ) T S P dhare O e ke e et ke otan i o P e S P
e s S S e Sebn PR St s s e i SO St S0 i S Skt St il e e S v SO S et MALe A ket i AR it b $nred S P B v SRR T T Rt e S A e S e L i i e S St e S Saret
e g T it s G e vt B s S . S e Some e SARR D SRR AU ST 4P $44DY SUONY et Pt e S S Sombe S e Ebemt . b e g P My SO () Y S ALYSR e i S S8 S et et S T N mte et (e e St

e b o S0 St Bhard St A $80me S Tt S et Pt e S S S0P M e e ST S oep P S B GSend e FAieh Sesse Pl St e S B e e et S g S S e S

ot e i i G gt v e i g Shar e g et ot St S NS S et it . e S e k. e R Sty St 400 SHe? S eSS S S P o S St S S e ST ) (i SR P it e SO e S T



WELL DATA SHEET

A :,_,,r/
OPERATOR: _Yates Drilling Co._ _LEASE: Doval ___ oo
WELL NO.:_1__ FOOTAGE: _&66Q FNL~-_ 990 FEL __SEC: _34-TilZs-Rile

JTUBULAR_DATA
SURFACE_CASING

SI1ZE: B-o/8" =24%
TOC: __Surface FEET DETERMINED EY:

HOLE SIZE;;Wﬁ;w";w _.SETTING DEPTH: _

_CEMENTED WITH: _250 5X.

e st et moot Smihe e doems G0t S e ey ALt M (e S0kt S5 P S it e o roiee ot 20008 dores toves Snat Sames ey st 000 s S bt

CEMENTED WITH: 250 sX.

HOLE SIZE: _7-7/78"

T LY Y iy ey

TOTAL DEFPTH: _3100'

SETTING DEPTH: _3098°

ERODUCING INTERVAL

FORMATION: CGueen FOOL OR FIELD:_SE Chaves_QGueen
SFUD DATE: _7-31-84__ COMFLETION DATE: _G-285-84__
FERFORATED: __ @982’ _____FEET TO_______.___. 2989’ _ _ __FEET

STIMULATION: 750 qallons of 15 7% HCLl, 15000 gallons Z0# _qel
29000 SCF N2 per barrel , 1Q9C0# 20/40 sand, and 42008 _10/20

S S i St . S b (i it S S e St Gt Gt s S S e S S A O TS O TS Gt SOl S #0000 S dberd G e eSSt At B At (Rl St it St St S e P e e T S S ki S48 A S T

OTHER PERFORATED ZONES: _Nan

——— 1+ T v . g St st 4AS it St 2000 Bt S0 G s e S e ST SeSe Mm R HA Mn ak A At S e i (et S Sty

e doatn s o e Bt Seats S it e T ) G e o St e Pt e it S o e St Smn B S e et
oty i i o e it e tar o Mt s G YR e SAts e e ke e S M M S MO SN S A S A e B eIt SR04 Wt SereR S Py e e TS e S SR St A StP S oS S S AP s s S e S Bt St S
St o 4 4D S48 B s Sl Al Pt it Gt S LMD SO Shnd St GO S St M B St VLSS Bt BOOs S PR S4TSR o St GBS Ao ] e S e Ao ey S Mt A S B e e s A e e S T S Hs St e o

e et thwe ke v T e e et e fooe et Jabem B So0de Bt A Btk St MM S e s $LARY S M o MU S ke e Sy i T e B et B4t PSS S S e A P08 TS SN S P et A A Mt S i e S it $409e

28



WELL DATA SHEET

OPERATOR: _Yates Drilling Co. _LEASE: Doval
WELL NO.:_Z FOOTAGE: _S00Q FSl.—-_ 760 FEL. _SEC: _27-T12s-R3ile
TUBULAR _DATA

SURFACE_CASING

SI1ZE: _B-5/8"_24%____ . _CEMEMTED WITH: 7% _ SX.

TOC:__Sqrfaco e FEET DETERMINED BY: _Circulation__ __

HOLE SIZE: _12—~1/4" _ _ _ ____SETTING DEPTH: 41t __

INTERMEDIATE CASING

S1ZE: _None_ . _ CEMENTED WITH: ____ SX.

TOC: FEET DETERMINED BY: ___

HOLE SI1ZE: _ o SETTING DEPTH: __

LONG_STRING

SIZE: _S-1/2" _CEMENTED WITH: _2%50__ SX.

TOC: _ 200" FEET DETERMINED RY:_ Temp._ Survey_ __

HOLE SI1ZE: _7-7/8" _  __ _ __SETTING DEPTH'_QQQQM*__n______

TOTAL DEPTH:_@;QQ;___________“ .
FRODUCING INTERVAL

FORMATION: 0ueen et POOL. OR FIELD:_SE Lhaves Bueen

SFUD DATE: _9-
FERFORATED: _

COMFPLETIONM DATE: _
FEET TO

STIMULATION: _750 _gallons_of 135 % H 5
+_25%. C02_120008_20/40_sand, 10000#_10/20_

e — S i i it g (i e e Lt SO TS S PO M St Sekin S0t S e S bt

it e s e S e A S fam St bt St Pk S0t G S P G09S A e A 44 et S SO B <R DR f} ey St Ay F PSS A SRS St Sk G S Gk T AP0 AR S4T40 Mis PO SAS Sovoe o tu St S LS S v e

OTHER PERFORATED ZONES: _None

tan aee 1LTL Trest Wi e et Ghnte B et S e e S Semad Py Sy e Sty W e Sy el e S dotie Aootn S et et i it S G e P S

e e T IO Qe P 60003 S SO et O s e e S i S S Ho £008 o i e ey ey $0008 St Bt A0 s e Bt S Ay b s e e S Ve

CURRENT _STATUS

WHAT 19 CURRENT STATUS OF WELL? _Pumping oil well.

IF F&A, LIST PLUGGING DETAILS:

st e i s e et e St St A S (kS oy S Lt P P e S M it St Pt A SRS SSASS B M i Sk ok e A Y Ao S90%0 S ke Ghtme e At B S S SAATe bR A e i P i bhae T e M o

e o e ot i e o e e e e O e Leine Shaby s vt by At e St RS SoiAs iy Aod b P S (b S S o Mt At fepie STt Ptn b S 2% B S Mt Saaeh S S ke Sor O St S0008 i i e S S St T Ao
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WELL DATA SHEET A
. \N_'/
OFPERATOR: _Yates Drilling Co._ LEASE: Doyal

WELL NO.:_3 FOOTAGE: 1380 FSl.- 290 FEL.__SEC: £7-Ti1zZs-R3le

T P e

TUBULAR_DATA
SUREACE. _CASING

SIZE: _B-5/8" 24%  CEMENTED WITH: I
TOC: __Surface

e 2 e FEET DETERMINED BY: _Circulation_
HOLE SIZE: _12-1/4" SETTING DEFTH:_409°

—260 8X.

INTERMEDIATE CASING

S1ZE: _None CEMENTED WITH: 5X.

TOC: FEET DETERMINED BY:

LONG_STRING

SIZE: _D-1/2" _14% _CEMENTED WITH: _850_________8X.
TOC: e e FEET DETERMINED BY: _lemp._Survey__ _
HOLE S1ZE: 7-7/6" __ ____SETTING DEPTH:_J099 ' _

TOTAL DEPTH: _3100°

B Y= Py

ERODUCING INTERVAL

FORMATION: Queen_ __

SPUD DATE: _9-20-84__ ________COMPLETION DATE: NOMNE__ _ ____
FERFORATED: _____ 2991 FEET TO _2997 FEET

FOOL OR FIELD:_ SE Chaves_ (Gueen

STIMULATION: 750 _gallong of 135 7% HClL, 15000 gallons Z0#_gel
st GOZ_200004_20/40 sand, 10000%#_10/20 sand.

e e b s S oot e sarve S b o b S 4 B b nre s P e A Amah S G e S St PSSt S A et SO Ml M e e S By St e S T A S S St ST A S et S St S PR Fovie e St SR et

s e et B ot o et S400d i Mt et 4D e S0t 4000 B S TS P P UL TS s et e it e Shem e et Skt St A Sy S B SR St Y Bty S et i ) S0 S e Pt e e i S S S50 e A ekt Wt Bt

CURRENT_STATUS

WHAT IS5 CURRENT STATUS OF WELL? Temp._ Abandoned

_______________________________
————————————————————————————————————————————————————————————
____________________________________________________________
____________________________________________________________

— e e e s g e e e e S S Com Samen 4TS M U S A S Mo e e st e PO M S A Ak P At e St M bt St S ot ] e B TS oS Aoe okt St b S48 Levet b s Bt dom bt Meam S o Mo
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WELL DATA SHEET

OPERATOR: _Yates Driltling Co. LEASE: _Doval _ i
WELL NO.:_4__ FOOTAGE: _330 ESL- 330 FEWL,  _SEC: _Z26-Tids-Rile
TUBULAR_DATA

SUREACE _CASING
SIZE: _©-%5/8" 24%_ __  _ _ _ ______CEMENTED WITH:_2%0__ _______SX.
TOC: __Surtace . .o FEET DETERMINED BY:_Circulation____
HOLE SIZE: _i2—1/4" . _SETTING DEPTH: 400 _
INTERMEDIATE CASING
SIZE: _Nene_ CEMENTED WITH: __ SX.
TOC: FEET DETERMINED BY: ___
HOLE SI1ZE: SETTING DEPTH: __ .
LONG _STRING
SIZE: _S-1/2"_144%__ . CEMENTED WITH: 975
TDC:___E}Q; ________________ FEET DETERMINED BY._
HOLE SI1ZE: _7-7/8" _ @ o SETTING DEFTH: _
TOTAL DEPTH: _J10Q0O- o

FRODUCING_ INTERVAL
FORMATION: CGueen FPOOL OR FIELD:_SE_Chaves_Queen
SFUD DATE: i
FERFORATED-

STIMULATION: 730 gallons_of 15 7 HCl, 15000 gallons 30# _gel

22_tons COZ, 120004 D _sand,. GE00 # 12/20 sand.,
5. S PR b i SR - i PULACLPIIE .-\ = . R SPROL L. . A0~ - - L. 8-

OTHER FERFORATED ZONES: MO i

e 4o e e i G20t G e APRR Ea h ir Gt ® Brwil Gt t dndl S Somie PR St Md S S St St PN T 4 e St Tt SHP Ml ek i A MAY Skt $o4 b 44040 S Skt o S LS BFRS s Ml St S Sk e S St At

CURRENT_STATUS

WHAT IS CURRENT STATUS OF WELL?Y FPumping oil)_ well

IF F&A, LIST FLUGGING DETAILS: _
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WELL DATA SHEET

OFERATOR: _Yates Drilling Co. _LEASE: Gallagher_ State

WELL NO.:_1 FOOTAGE: _330 FNL= JIZ0 FWL.__SEC: _35H-T12s-Rile

TUBULAR_DATA
SUREACE_CASING

SIZE: _8-5/8" 244% _CEMENTED WITH: _ 2050 _ SX.

o b B ot e i s bt Sonte Sestt S o it Gt et i St v e

TOC: __Suwrface_ .. FEET DETERMINED BY: Circulation____

HOLE SIZE: __1Z-=1/4" SETTING DEPTH: _433°

+ ey o et A S o st e bt bt St S n e vess e e e v S e 4t

INTERMEDIATE CASING

SIZE: None____ ... CEMENTED WITH: _____ . __ ____ SX.
TOC: e FEET DETERMINED BY: ____ ____________
HOLE SIZEs ___ SETTING DEPTH: ____ ____________
LONG_STRING

SIZE: S=1/2" 14%_ _________ ____CEMENTED WITH: _

TOC: __Surface _FEET DETERMINED RY: _
HOLE SIZE:_7-7/8" SETTING DEPTH:_3

T coos et e e sasat et g mabes e e o S Sbos s

TOTAL DEPTH'_§$QQ____

PRODUCING INTERVAL

FORMATION: Queen_ _POOL OR FIELD: SE Cbhaves (ueen

SPUD DATE: _1Q-28-84._ . COMPLETION DATE: _11-%—f4

o s e sy bt semae aans s - o ctem sy

PERFORATED: _2982” FEET TO 2987 FEET

-t ot ey 12 s seett caurm poset oot s et st [RUPPRR USRS <R Ay SNV SR .

STIMULATION: 650 _gallons of 19 % HC1, 135000 gallons J0#_qel
22 _tons CO2, 120004 2

QA0 SRNd LLO700% 10,

g

W ot (e S A e S0 e Wit B S S s M MO SO et St S Sl S 4400 $2000 S S A Sl et T AR 4Mdn e et i S v B S St S St P LS SR A AR S A T e Rt SAet i . S St e T 2 YO

T (e et S 0 et S Gk P Sh e SR St o RS POOeh G004 AOS A SO0 OVl b S AR b SO e A (b e e ALY SUASS ot b G4 S S TS DS R SaIe AT SO U S et S ek LD S okt Shenn SR brame e i S ot

OTHER FERFORATED ZONES: _WNone

et T et ST s teatn i b e . e S 4t A} s e s A SerY S S it o St e e P S it i S At S s W e

o U i St i S ) S e S Wit it A Mo S SO i S HOOR G b Sy B G oy S0 S e e S S s eSS0t S ek Bt s e e 4 S s S B L e $4004 " S S P MR " St M St Ahe

CURRENT _STATUS

WHAT IS CURRENT STATUS OF WELL?_Pumping _oil well

IF P¥A, LIST PLUGGING DETAILS: e

e ot = et datas i e S o S SRS e G i SeRtS AT SOves o frems S P S i A S et B S e v <o ST L Pt St o S S 400 o S T SRAR s A S SO B et Foh e St et R e s St S

o s ot Sy e i A B v S Bt At T e i S et Soatt ke Pl S

e v o s qarnt St e e e Lo (ot s m dan dage? MY St e fame SV B o femd D St S POOAS A UMD Y e S S8 it O A S B e o St A P et S S ) e Hnd RS S o s St Ao B e ot Yol
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O WELL DATA SHEET
OFPERATOR: _Yates Drilling Co._ _LEASE: Garner Federal

WELL NO.: 2 FOOTABE: 2510 F8L-221Q FEL _SEC: 24-Tlzos-Rile

e e . S

TUBULAR_DATA

SUREACE_CASING

SIZE: _8-5/8" 244 CEMENTED WITH: _250 SX.

TDC:__§Q{*are___*_~______FEtT DETERMIMNED BY:_an;giggggﬂ
HOLE SIZE:_12-1/4" SETTING DEPTH: _410°

st 1o shm Cas0e meree tes Mo G vt Sams So0as e s

INTERMEDIATE _CASING

s1zZe: Nonve . o _CEMENTED WITH: _____ _ ___ ____ SX.
TOC: FEET DETERMINED BY: ___
HOLE SIZE: __ _ SETTING DEPTH: __ __
LONG_STRING

SIZE: _S—-i/2" 14%__ ___ _  __CEMENTED WITH: S9%o_________S8X.
TDC:__AEiﬁ _______________ FEET DETERMINED RY: ment Bond_ Leqg
HOLE S1zZE: _7-7/8"_ _ _ ___  __ ____SETTING DEPTH:_3098° __ ___ _____
TOTAL DEFPTH: _3100° :

T T T T s e et s i it s e e s s e

PRODUCING _INTERVAL

FORMATION: Queen__________ POOL OR FIELD:_SE Chaves_ (Queen
SFUD DATE: _4-29-84__________COMPLETION DATE: _6-1--844 __
FPERFORATED: ___ 2982  FEET TO________299¢
STIMULATION: 750 gals. 197% HCl acid, 20000 qals. 3

2k COZ, _16000% <0/40_sand, 17008

_lﬁiggmﬁéﬂg__

e s s o ot ot e S ot b St Sty S Mk M daase S ik S Mt St St s

A e e Ao o (i o4 et cates nary s e (s B e s ety ot S feken St s ke S

o At et i i 0 e O R S Bl bt T ot R S B

CURRENT_STATUS

WHAT 1S CURRENT STATUS OF WELL? _Pumping oil well

IF FP&A, LIST PLUGGING DETAILS: o e e

o s e o s e 2ot A e P T S o (e e e e vy o S o S S S S} — — o ot S T — S S = i S S et s Vo Bt S

T LT gy

o s oon s e s s et e e e e

et e S1eth Ty g e e e s s St P e Sheme S P MMt B899 Ao Mt St Horia Sapen SOt S e At ot maad
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OPERATOR: _Yates Drilli

WELL NO.:_ 2 ___ FOOTAGE: 1980 FNL-198Q FEL __SEC: Z4-TiZs-R3le
TUBULAR_DATA
SUREACE _CASING

SIZE: _8-5/8" 24%_
TOC: __Swiface
HOLE SIZE:_12-1/4"

21 oes s e i, b o o it S et e a4l e

e CEMENTED WITH:_225 5X.
_FEET DETERMINED BY:_fi
SETTING DEPTH: _

INTERMEDIATE CASING

S1ZE: Nene._ . _ __ __ _ ___________ _CEMENTED WITH: _______ SX.
TOC: FEET DETERMINED BYs ___
HOLE SIZE: __ _ o SETTING DEPTH: __ _
LONG_STRING

SIZE: _S-)/2" _14%__ _____ _CEMENTED WITH: 259 __ SX.
TOC: __AQ1Q° FEET DETERMINED EBY:_ Temp. Survey_ __
HOLE SI1ZE: _72-7/8" _ SETTING DEPTH:_3ioo’'

TOTAL DEFPTH: _310Q0

Tit ron s s . s i g it e . ) s

ERODUCING INTERVAL.

FORMATION: Gueen_ . _ . _______POOL OR FIELD:_SE Chaves Q(Queen
SPUD DATE: _7-2-84 COMPLETION DATE: _

N Sy OV SRS U

FPERFORATED: 2961 _FEET TO 2986

3 ot G S S S S 20 S Bt s SRS A Mo 00 O $00mt Gt S S S P o s i M A} ket M M SAovt SIS S AR S P S S S 4S8 S A Hemkt kb ke S48 Pt (b i i et e e Pt S S T St ey

——— s 1t S it S 40000 i T it Std 40008 Pt St ARG e e e M o o e P o Somte GYAHS i Mt Seied oS S S e St S SRS e TS S S b e Y PO A P kit S e STt e e e e e S e P

OTHER FERFORATED ZONES: NMNone

12 1 T IT et et s e st it Semie s o e M A A Stk M A S Tkt P e S e e S e T Y (it ot S

s i . e e A A s e Aot S bt St 48 e b s e aar St T

CURRENT_STATUS

WHAT IS CURRENT STATUS OF WELL? Pumping oil_well

g ey
s e Seant St G Mot e i S S S PO . st G S e e S S SO A Setn e AR ese s gt Aaben Sy et ey LS e e e St s S s Y S S St W S A G O P S o S o M S . S
s o ot e e e i e Tt s e el v it o o S s o b a0t G A Lo P O ot i S o e oot e s ke e Al e Bt e St AL e P e Al SOM s St STROY e o e e ke et S e
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‘

! WELL DATA SHEET

. ;
S Ly

OPERATOR: _Yates Drilling Co._ _LEASE: Garner Federal

WELL NO.:_7 _FOOTAGE: 660 FSL-1280 FEL. _SEC: _g7-Tids-Rile

TURUL.AR _DATA

SURFACE_CASING
SI1ZE: _8-5/8" 24%_ . CEMENTED WITH:_2250___ _____ _SX.
TOC: __Swface_ . __.____FEET DETERMINED BY:_Circulation____
HOLE SIZE: _iZ2-1/4" SETTING DEPTH: _424°

it e 1o e it oot L e S (e g S o . tne i e o batas e e

INTERMEDIATE _CASING

SIZE: _None CEMENTED WITH: — SX.

T il Y n et samm it thate Bonte seoet s toere Sadah S s Sats e QAR Sttt Aot oy S et

e e e T ) s e Laase g oo e bt oo S Bty St ettt B i e Gt

LONG_STRING
SIZE: S5~1/2"_14#% _CEMENTED WITH: 270 ____ _  SX.
TOC: 1900 FEET DETERMINED BY: Temp. Survey _
SETTING DEPTH: _2098.%4 "

FRODUCING INTERVAL.

FORMATION: Queen_
SPUD DATE: _10-14-84 _

e FOOL. OR FIELD: SE Chaves (ueen
_COMPLETION DATE: _10-3%0-84
FEET TO_ 299A°__  FEET

FPERFORATED: 2

87

S - s s s G Pt s somos taa

STIMULATION: 750 gallons of 13 2% HCL, 15000 gallons 30# qgel
21000 _SCE/BRL._CQ

o i s it e i ey e iy G s Sty M S s e vt e ey Mk ALk VoY e SO PV RS VOt SO S e B SRS b e i S T i e B S S ot S Sy S — i M S S O AL A LS e e P S

e e = e ot o Sodin Geare Gt i B R GRSt SOMAS e S 400 PR P A0 NS St e vt e ot St SOV e i Bt S P M e e i i s e (et STt B Sl et MAd P S0 St P S 4R St S v S e e S b

OTHER FERFORATED ZONES: _Noane

e s iRs Garms 1221 e o e S80S $Op S i At St S SHPRY ith S e SV S St St M e T S e e S e G S ) e

e e sy e s e s Semen sy e T S e S S 04 s et e S TS e S e e e e A e Seips T P s S T - — —— —— Y 40 ="t Mt o T " Tt o S Ahse S A ey e B Ao

Tt e e s doone e e St s g o i s

o e ot s ot s et e Lot G4 e 400 Bl S bt SN e Sodes 000 St o0 -t Pt oo S e 00t St et et

e e e (e e e e e iy o dab S S Al S0 A Sy AR $d AR B S (R S gl St PO Y e Aottt RS MBS S S Mot ke et S M T e S s e AL St S et Mo S S D et e S Pt v St

B e b T T

- it s S e o g e Sape s e S A v bt S
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kﬂf WELL DATA SHEET

'’

OPERATOR: _Yates Drilling Co._ _LEASE:_Garner_Federal

e e = Y s it aian e (s ks e Pt e s

WELL NO.:_ 2 _____ FOOTAGE: 1650 FBL-2310 FEL _SEC: 27-Tigs-Rile
TUBULAR_DATA

SURFACE_CASING

S1ZE: _P-S5/8" 244 __ . _CEMENTED WITH: 250 _________SX.

TDC:__Sucface _____________ FEET DETERMINED BY: _Circulatieon____

HOLE SI1ZE: _iz2-174" _ . ___SETTING DEPTH: _428

INTERMEDIATE CAGING

SIZE: _None oo CEMENTED WITH: __ _ SX.
TOC e FEET DETERMINED BY: __ _
HOLE SIZE: SETTING DEFPTH:

o — e Soke St it i At Pt b i M ot s date o ot Shem S o e i et e 44 A o et ettt 3000 b i P

LONG _STRING

SIZE: _S—1/2"_14%__________ . _CEMENTED WITH:_Z20_________SX.
TDC.__}B;Q _________________ FEET DETERMINED BY:_lemp. Survey__ _
HOLE SIZE: _7-—7 SETTING DEFTH: 3098

TOTAL DEPTH: TooTTmmmTmTmmT T

e 7T et 2 LT et i St S0kt Gt iy 0 A0 St e S

PRODUCING _INTERVAL

aeen 4 Mt s somts S s b toma Sooas Smare

SFUD DATE: _11-21-84__ ___ ____COMPLETION DATE._

FORMATION: _(Gueen_ POOL OR FIELD:_SE Lhaves _Bueen
FERFORATED: 29EE _FEET TO_ “évu“:::___éEET

STIMULATION: _75¢_qgallens_ of 1% % HCl, 15

0 _gallons 204 gel
¢mxg_tgngw9£*9wm, 1w299E«?94ﬂ9_§wnq42

#_10/20 sand

o 1 Go0 ot S St -S04 A ok o e S MY e S04 Ot Sovd S0 GunSe e Ty L Pt dbve e AR PS40 Al Sl G4aad 0O# Wb e et S fae Sreat Sl e S e e St U P O P S o L it S S St ottt
s e e ot Gt ot B s oot e P hmy SO0t o v Seast Sta Pt A S ey Sy e ods (o M S SO0 M Mt o0 i e TS A S Sk A TS P S St b S ke W P St P S e St S S St oA e 2

OTHER FERFORATED ZONES: MNone

e 53053 Saaen T et o e it Bt S s e s s S oot o St et St L M M Pt i B S Wt Sonkt S P o O e St Shvm

s et et oy e G e $4008 et e e Gt ke S b SR e e i S S P b bl

o e o ey . o oo

CURRENT_STATUS

WHAT IS CURRENT STATUS OF WELL?_Fumping oil well

IF P&A, LIST FLUGGING DETAILS: o i

ot e e o it (s e S et e B S4bS e A Akt $SOSE e S S MMAAS At e ek BeNAD Gid e o S S B4044 S G

e e v s e Sty it it St Sot et i s A e g oo

A s ot i v ey e S T S D St st Y A0l AL ot e kS SHSLS G OAAG e S e S Pl i SR S48 0 M e St M Geadb i S (LS S PO e v S S Sty S M oAt St Pkt e s A At AN Tt e

it e S St e S G e S Shn Bt T Sl Ghde Pt nbn Bt SO W S i Lo et 4O S D 480D 40808 et S B s it (ime S et A e v S S e $or AT e S T (Bt O e Sl S B S P Yot P
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WELL DATA SHEET

OPERATOR: _Yates Drilling Co

_LEASE: Rich_Federal

WELL NO.:_1 FOOTAGE: 2210 FN

-t e o et e T L e e et 038 e

TUBULAR_DATA

SURFACE _CASING
SIZE: _8-5/8" 244 CEMENTED WITH:_250__ ______SX.
TOC: __Surface .. ... FEET DETERMINED BY: Circulation_
HOLE SIZE: 12-1/4" _SETTING DEPTH: 412"

o e voate Lot s berem bmrd Savmt ottt b s caama e e et Bovss i st oee ey e g o

D e D e

o

INTERMEDIATE CASING

SIZE: _None CEMENTED WITH:_____________ SX.
TOC: FEET DETERMINED BY: __ __
HOLE SIZE: _ __ SETTING DEPTH: __ __
LONG_STRING

SI1ZE: _None_ __ __ o _ _CEMENTED WITH: _____ SX.
TOC: FEET DETERMINED BY: __ _ __ __
HOLE SI1ZE: _7-7/8" _ 0 __SETTING DEPTH: ___ __ _
TOTAL DEPTH: _3Hi0O-

FRODUCING INTERVAL

FORMATION: None_______ POOL OR FIELD:_ SE_Chaves_QGueen
SFUD DATE: _11-30-84_________COMFLETION DATE: _Mone____ __
PERFORATED: __ FEET TO FEET

ST IMUL AT T ON N O e

s ot s e ettt it oS et S g 4ot S v (e St S e A e Mo et i e okt St S0t e i SO S S Sotas SPedd SO e e S S Wt v —

. . i s i ot o St S et S et S S St D It et et S ik S St s e i e GHots Mvid A tasie

OTHER PERFORATED ZONES: None

@00 ora7 L e ST v e Guins Saotn Pt it 80000 it G s e OOVAY e St P Gt AR S S et e S e S e Py TS i Y e e YO

s i it oveet G S ot St M e e R A Loks T S S S S 0 fimas S S0 et S cafn (ot

CURRENT_STATUS

WHAT IS CURRENT STATUS OF WELL?_Plugged _and_ fAbandoned

L
Glass -
SPlug de g B9
_Class_"C"_neat

o000 e i P b0 4 1oy 1Y BT Gute M s Ml $0000 St S o Gtbe? O SALeS ke 2080 el B i e et St St (e S et S e e ettt S et (e e S S S o e vt ey St e St e B
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RICH FED, #01

SW-NE 27-T125-R3IE
20 SACK SURFACE PLUG  HavES COUNTY, NEW MEXICO

0, 8.4, 176707070707070'078747470%6 ¢.0.0.0_0,
0200%%!
DSOS
OO
Selede%
OOO0

()

EXTIIIRITIIINSS g 5/8 SURFACE CASING
AT 412" WITH
CEMENT CIRCULATED

025¢5¢

L 38 SACK PLUG
362-462

35 SACK PLUG
1400~1500

73 SACK PLUG
20008-2100

35 SACK PLUG
2940~3940
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WELL DATA SHEET

e

OFPERATOR: _Snow_0il1 _Company____LEASE: Toles Federal

e e s o e e e

WELL NO.:_1____ FUOOTAGE: 1980 FSL-1630 FWL __SEC: 26~-T1Zs-R3le

SUREACE _CASING

SI1ZE: _8-5/8" CEMENTED WITH:e ____ SX.
TOC: _ _Swface_ . ____ FEET DETERMINED BY: Circulation____
HOLE SIZE: _12-1/4" SETTING DEPTH:_473°

i cavmt som b e Snens e St A o e i foe et Gt i et Tt e S0t St .

INTERMEDIATE CASING

SIZE: None______ . __ CEMENTED WITH: _____________ SX.
TOC: FEET DETERMINED BY:____________ ____
HOLE SIZEs _________ SETTING DEPTH: ________________
LONG_STRING

SIZE: 4-1/2" CEMENTED WITH: SX.
HOLE 81z€:______ " . SETTING DEPTH'—ullq”___~______
TOTAL DEPTH: ZFaiS

PRODUCING INTERVAL

FORMATION: _
SPUD DATE: _1-8-—
FERFORATED: __ __

@0 PO0OL OR FIELD: SE Chaves Gueen
) COMPLETION DATE: _None_

e e et e mn daa g st it ooty ot e it ot o et St it e

BT — o b s oo e it o cione MT st seren ot sorat s o e e ey

ST IMUL AT LONE 2

OTHER PERFORATED ZONES: _None

s et T et 1T et e sama oo St St v M S et S G e A Sait e U o e St St e e Sl P i e S Sl S Sy

e S s e e mtan ety e o v e A i i ot S S i At St s s S ey b fmme S04 P S

WHAT IS CURRENT STATUS OF WELL?_Fluaged_and Abandoned

L ]

IF P&A, LIST PLUGGING DETAILS: Zsu plug on CIRP @ 2990

_dasyx_plug on CIRBF @ 2290 ., cut _and pulled 4~1( Las1ng m 82
iSsx_plud_@ 867, 39sxk_plud @ 524, 10sy plug_gm»ur+ﬂc9____

o ———— s 1 vt S T s o S et St S Son SO A M A SoPrt o et Al B G e St O it S SA 3048 S S S O S (e Y S A 400 e A PRt S S TR S M G St e S e o T e e T
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186 SACK PLUG

P,0.0.9.0.9.9.9.9.0.0.9
190%%0% %% %% %% %!

-

LR R S T X AR X )
1% 6% % 00 0%

CEMENT

‘o062 %%
BOOOACRIEHS

TOLES FED. #01
NE-SW 26-T125-R31E
CHAVES COUNTY, NEW MEXICO

8 5/8 SURFACE CASING
AT 473" WITH
CEMENT CIRCULATED

L35 SACK PLUG
424-529

35 SACK PLUG
767-867

3 SACK PLUG
ON CIBP AT 2290

— PERFORATIONS
2344-2845

3 SACK PLUG
ON CIBP AT 2990

D 3115
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VATES DRILLING COMPANY

PEVTON YATES
105 SOUTH FOURTH STREET - (505) 746-9889 PRESIDENT
FAX (505) 746-6480 S. P. YATES
"TELEX 508891 (YPCART) VICE PRESIDENT
ARTESIA, NEW MEXICO 88210 RANDY G. PATTERSON
) SECRETARY
May 31, 1989
DENNIS G, KINSEY
TREASURER
o)
2% @
[ 2 o €
oD =
New Mexico State Engineer = o =<
District 2 Office D -
P.0, Box 1717 . 1 ﬁE'
Roswell, New Mexico 88202 Zim D
. igg; .
Attention: Glen Brim, District Supervisgg/gZi___ T o o
» gl:a"cp
Centlemen: o5
o m

Yates Drilling Company is proposing to waterflood the Queen
formation underlying portions of Township 12 South, Range 31

East and Township 13 South, Range 31 East, Chaves County, New
Mexico.

To insure the protection of fresh water aquifers in this area
we would like to obtain the location, depth and geological name
of the producing formation for any water wells located in either
described township. Additionally, the identification of any
commercial water wells in the area would be helpful.

Any information that your office can provide concerning this
matter will be greatly appreciated. '

~ Sincerely yours,

* YATES DRILLING COMPANY

i i

Tobin L. Rhodes
Petroleum Engineer
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4iYates Drilling Company. .

‘manT%@;
GEUU -

' June 9, 1989

.

ATTN: Tobin L. Rhodes, Petroleum Engineer

|
!
!Enclosed Ane well locations and some
]infofmatiop pertaining to these wells. They
were drilled and .finished in the Ogallala
Formation (TO). Record of other wells
'finished deeper on other water formations
were found north of Township.l2 South in
Township 11 South, Range 31 East. These
wells are finished in the Triassic

Formation (TRC), depth of wells are between

+ 200 feet to 300 feet.

Johnny R. Hernandez

Basin Supervisor
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stion 24

4993

Township 12 S5~-+th

Range 31 East

7,

-

- S/ia[/pﬂ

,
7P feo - gf 'i?r:'kq; - Shallerr

" NEisw} Dom.
b7 e st Pom 7374
- ey ) LA AR ,_,!'

iction 26 Township 12 South Range 31 East -

, J
21177 NWisw} Irr,. o,
6746 SWENWY, , Dom. & Stk — T4 /CC
~6749 SWYSEY comm. £ DOM & STK T2 198 7
L~9566 SWY%SEY COM, 01l & Gas '

Well L-9566 is stock well L~6749%% Co

.

"M m o,

)

Section 27

L-6650"

—

Township 12 S

SEYNEY

4

Dom & Stk — 722 208

>ection 35

L,=-2932
,~-4170
,~4296
L~4296-X
L~4296-X-2
L~4296-X~3

Range 31 E.

Township 12 South Range 31 East

SE}
NWiSEINW]
NWiNW3
SWiswi
NEANE}
SE}SE}

OowWD
Dom,

——
—
—
po—

55353

— & 55

’

Cawce l"‘(
Canwce il of
cancellrd
Canecsteed

l/é(a—r/'ﬂ“ — S hellow—

Cosimvg &

wolcased — Sheltow™
& ossay = Shotlow”

g

I/ .
< o £CO L

No Wwells
v
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jection 23 Townshlp 13, “suth  Range 31 ‘East

»~3914-X-10 " SE4SE, Ind.
»~3914-X-11 SEiNW} Ind, L /
~3914-X-12 - NE}NE} Ind, Wells pOT Driite
1=3914-X~13 - SE}sw} Ind. 4,(') ‘
+~3914-X-14 NWiSE} \ Ind, \/
. !
Section 24 Township 13 South Range 31 East .
LSE L ! , / V/4

L-3914 Ai5"-BWINE} Ind, 70, /76 - 2"5/@5,;,/3 — Shalto o
L-3914~X . NE}sw} . * Ind. : 8 :
L-3914~X-2 ° NEINW} , Ind.
L-3914-X-3 SWiSE} Ind. o
L-3914-X-4 SEINE} Ind, - S :
L~3914-X-5 NESE} : Ind, _{/l/e < Jo T Dretled _
L~3914-X-6 NWiNE} Ind, LT
L~3914-X~7 ' NE}NEF Ind, R
L-3914-X-8 SWiNW} . Ind, L
L-3914-X-9 SE}Nw} Ind, Ve . ‘

— ‘ : |
Section 35- Township 13 South. Range 31 East . ; :
L-2849 " SWiSEinw} bom. WMo welf Fecord’ s,
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‘tion 1

Township 13 Sc *h ' Range 31 East

1460 ~SE{NE}Sh_ : ~ - S L
1461 3 1 1 . WF —‘7.0 /7' o= Cosru - ﬂ{!((ouf—'
837 }EiSEiSEi WF —TD. 220" > & 7 .
< SWiswiswi Com, & Stock —__ E s Shetlor—
837-X SW:}SHSW& : C /(/gr.v 70 & .
om, & Stock\\\\\ A ;hﬁﬂg‘ 549170«:-;
/r//frz( 7D. /% ' 5
7 & (anlé' - 5'40//
: |
‘ . ot
1
'
tion 2 ‘Township 13 South Range 31 East '
306 .~SE}SE}SE} Stock M well lecord //1/)4,
333 ~NE}NE}SE} Com. W'rh drow . 20 twetl—
334 CSW{SE4NE} Dec. — Npral — 70 /65 ", 6 :3, Casivg = Shekow— |
335 ~SWISEINE} Dec, — fpred — [CIRTE ‘.,,MG — Shallecxar
295 SE3NE} . CWF . '
. : o= 4 .
271¢ petse b SRe — TR/7 4 GF Lesivy < shollow—
27 gy / i ’f - /, .. . . ”
75 . WE ;«,W/_cc% S0 — 72 ark? 4 L Cosinlp — Chotlowr—
xction 12 Township 13 South Rnnge 31 East )
21O .
934 NE} ~own A Wc” //far// 7
} o e ’ ) : / . : '
2o e s SR 70 ar7 —-_8’% conws — Sk attoer—
ction 13 Township 13 South Range 31 East - S ' :
2933 NE} owD Mo wel (-'./“‘7" ‘/ 4 ’Vﬁ

Fis
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: : ! T ATR i i
: ‘ UNIT ¢ OF : :

SEC | TWN | RNG | LTR IUNIT ! TD | TYFE : #
24 1126 131 K ? ¢ 148 1DOM. L4993
24 11265 131E PR 7 160 IDOM. L6649
26 1128 1IZ1E IE s i 1lé&6 IDOM. & STHE L&e746

rF26 11268 1Z1E L 17 P VIRR. L2117

26 1128 1ZLE 10 ' 1198 1COM. (QIL & GAS)YIL9S66

26 1125 131E 10 i 1198 ICOM.. DOM. & STKIL6749

27 1126 1I1E IH ' ? i 160 !DOM. & STK 1LeL30

25 1128 131E IF P NW i oo 1 DOM. L4170

L2 1128 131E L IJOF 7 7 7 Laez2

1 1138 131 K 1 8E IR0 LWF L3460
1 1138 131E P | SE i 220 1WF L3461
1 1138 131E IM 1 SW ¢ 190 COM. & STK LIB37X
1 1138 131E M 15W i 165 ICOM. & STk LIB37
2 1138 1Z1E  IH 1 SW i 165 IDEC. L2834
2 1138 1IZ1E  H P ? 7 T WF . H.4290
2 113 {31E IH INE i 196 1SRO L3914
2 1138 I131E H 1 5W i 14645 IDEC. VL3IBED
2 1138 1Z1E P 1 BE 1? 7 L38O
2 1138 131E 11 | NE i 216 1ERO L2745
12 1138 1Z1E A 7 V217 18RO L3460
T 1138 131E  1ARCD 17? 7 1 OWD L2933
24 1138 131E H P NE i 196 1IND. LE914
35 1138 I1Z1lE IF 1 SW ' ? {DOM. L2849
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“ERMIAN | SO

“reating Chemicals, Iic.

P.O.EOX 728
. LOVINGTON, N14 B82ED
PHOKE (505} 396-5674

WATER ANALYSIS REPORT

Company  yates Drilling Date Sampled 1-22-88

ﬁ;eld Caprock ___ County Chavgf

Lease Graham Waterf' Station —_ Slate NM

Well . Formation I..

Type of Water _ Fresh ___ Water, B/D

Sampling Point _Water Tanks o Sampled By Blaciwell .

DISSOLVED SOLIDS

_OTHER" PROPERTIES

T 8.2
CATIONS mp/l meq/l pll )
—_— . ) 10 .

Sodium, Na+(Calc) 230 + 23 Specific Gravity
6 H .
Calcium, Ca++ 120 +~ 20 . . 1.000
Magnesium, Mg++ 210 2 ,s neg
Barium, Ba++ NeE =+ 68.7 ~ " "Total Dissolved

Iron, Fe (Total) Solids 1144.

4

- Total HNardness

R 400
ANIONS .
. . . 1 —
Chloride, Cl- 30 35,5 0
Sulfate, Soq= 120 « W8 3
0 ‘ 0
Carbonate, Co3= - 30
Bicarbonate, HCoj- 300 _ = 61 >

Remarks and Recommendations

© My gy 8§ S G

48



BERMIAN

reating Chemicals, Iinc.

P.O EOX 728
LOVINGTON, NI4 882€D
PHONE 503%) 396-5674

WATER ANALYSIS REPORT

Company Yates Drilling Date Sampled 122700

P;eld Caprock ' County Ch?t??

Lease Graham Water well (fresh) 'Slate . NM

Well North of Lease Formation ’ .

Type of Water Fresh- | Water, B/D Blackvell

Sampling Point Well head ' Sampled By | Y

DISSOLVED SOLIDS

OTHER PROPERTIES

CATIONS mg /1 - meq/1 pn 8.3
Sodium, Na+(Calce) : 115 ~ 23 Specific Gravity
120 6 ’ :
Calcium, Ca++ T 20 . 1.000
) 1
Magnesium, Mg++ 15 = 12.2 H,S Neg
Barium, Ba++ ' Neg + 68.7 Total Diss&lved

Iron, Fe (Total) Solids 817

© 7

- Total llardness

360
ANTONS
Chloride, Cl- 200 4355 6 )
Sulfate, S°4= 55 + 48
Carbonate, Co3= 0 =~ 30
. 312 . 5
Bicarbonate, HCo,- _+ 61

Remarks and Recommendations

-



RIIAN

ting Chemicals, Inc.

WATER ANALYSIS REPORT

P.0.EOX 728
LOVINGTON, NI3 88262
PHONE 1505) 396-5674

ompany Yates Drilling Report Date Sampled 1-22-88

\.i eld Caprock County Le:a-

ease Williams Ranch State NM

'ell Williams Fresh Water Formation

'ype of VateFresh Water o \s‘aLef, B/D

sampling Pointell head Blackwell

)]SSOLVED SOLIDS

“ATIONS mg/1
S5odium, Na+(Calc) 70 ,
“alcium, Ca++ 80
fagnesium, Mg++ 20
Barium, Ba++ Neg
Iron, Fe (Total)

ANIONS

“hloride, Cl- oo
5ulfate, So,= - 40 _
larbonate, C03= : 0
Jicarbonate, HCo,~ 292

3

lemarks and Recommendations

23
20

+ 35.

48
30

61

-2

i

Sampled By

_OTHER PROPERTIES

meq/l pll

3.0
40

1.6

H,S

8.2

Specific Gravity

1.000

Neg

N " Total Dissolved

Solids.

- v v S———

602

Total lardness

271

L RPN
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SERMIAN |
Treating Chemicals, Inc. ; |
. . P.OBOX?2
_ LOVIUGTON, tits
\ | PHONE |505):3SE ‘
i il
WATER ANA L:\'s1s REPORE ': i -
i . F
Compauny Yates Drilling il Date Bai spl"t:d 1-22-88
MMeld Caprock Count : Lea
Lease Gallagher ' state’ | NM
Well 1 : Format 16p _Queens
Type of Water Produced ! \\‘ater:, B‘/D
Sampling Point Treater : Sampléd IB), ; Blackwell
DISSOLVED SOLIDS b _icm‘mzn PROPERTIES
CATIONS ng/l | meq/1 ‘ 1}{‘ 3.9
Sodium, Na+(Calc) 98100 '33 {'265 qpecilfic Cravity
Calrcium, Ca++ 3750  + po 188 : 1.200
Magnesium, Mg++ ____1_2900 * 1'2 21‘057 | 11,8 Neg
Barium, DBa++ neg + N8.7 Tllotal; Dissolved
Iron, Fe (Total) - dolidls 314,240 ]
_— - Total| Hardness
L 1 62,800
ANTONS ! | -
Chloride, Cl- 193000+ 5.5 5577
Sulfate, So,= 1350 « J:U 28 '
Carbonate, Co,= - 0 = 30 0 :
- Bicarbonate, HCo,- _____MO - (»].; 2.3 : :
Remarks and Rgcommendations .
‘ : 51
{




FPERIMIAN

Treating Chemicals, Inc. ?

. | P.G EOX 72 .

| . LOVINGTON, My
: PHOKE ($0%) 39€

WATER ANALYSIS REPORT i‘
T
Company Yates Drilling Date -pa |'p]f¢ 1122-88
P\-'ield Caprock ; Counr.r/ I Lpa L
Lease ~__ Doyle o _ ; State' {7 ’
VWell 12 & 4 Formati%n ‘_Queens
Type of Wa e Froduced . Water, ISI:/D
Sampling Point Treater < | Sampl ;ed'!By , Bjackwell
DISSOLVED SOLIDS | | |0 ‘OTHEN PROPERTIES
CATIONS mg/l | ' meq/l | , dn 57
Sodium, Na+(Calc) 979C0 £ 23 4257 dpeci|ffic Gravity
Calcium, Ca++ __3_999_____ ‘.'. FO 190 . ' 1.200
Magnesium, Mp++ __1_3_?_0_9__ + '_l2.21090 k H,S .neg.
Barium, Ba++ __2_______ . é.7 E 'lotalli Dissolved
Iron, Fe (Total) 58 ‘ ; Solids__ 312,598 ,
—— — ‘ Total} Nardness
| - E 64,900
ANIORS ] \| :
Chloride, Cl- 196,00 . 35,5 %2
Sulfate, So,= 1500 . 4y 29 !
Carbonate, Co,= 0 + “0 0 . i ;
’ 3 : 1 ;
Bicarbonate, NCo,- _ 140 - ‘:i'l 2.3 1 ‘

Remarks and Recommendations

52




RRMIAN

reating Chemicals, lic.

WATER ANALYS1S REPORT

P.0.EOX 728
LOVINGTON, NIt 86262
PHONE (305) 396-5674

Company Yates Drilling Date Sampled 1-22-88
Meld Caprock ___ County Lea “
Lease Burkett ‘ Slate NM
Well _____ Tormation * Queens
Type of Water_ _ Produced __%ater, B/D

Treater Blackwell

Sampling Point

DISSOLVED SOLIDS

CATIONS
Sodium, Na+(Calc)

Calcium, Ca++

Magnesium, Mg++
Barium, Ba++

Iron, Fe (Total)

ANTONS
Chloride, Cl-
Sulfate, S°h=
Carbonate, Co3=

Bicarbonate, HCo3-

Remarks and Recommendations

4100

mg /1 meq/l
98000— - 24 4261
- 20 295
12800 1.9 1049
Neg + 68.7
197,000 5549
+ 25,5
1200 _ ;4 25
0 . 130
120 oo 2

|

Sampled By

OTHER PROPERTIES

pH 5:9

Specific Gravity
1200

1,8 Neg.

Total Dissolved .
313,220

.

Soliés

Total Hardness

6300

L1 WGy Py
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! LIBURTON DIVisiON LABORATOR -
BALLIBURTOR 3!!710!8'
ARTESIA DISTRICT

LABORATORY REPORT Mo, W539, W540 & W541-89

T Yates Drilling Date_October 17, 1989

105 South Fourth Street

This A90nt & The Propirty of Helhuston Senmces Sng asdher ¢ ass S0y pant
. . Swrent, Merest 1008 Suiehed & SuCiensd P s irsl S0CUVg
Artesia, NM 88210 T oot rin soprerst o Woersiery PGt & oy -
L 0 ¢l rogies QPETAENE Dy Sy PETION &5 CONOIM OnG
GMYIOYees Tharee! raCenIng SUCh repon bam Helinsten Jerveee

Submitted by Date Rec, October 16, 1989~
Well Xo. Depth Formation
Field | Conmty Soures

SPﬁAR ww #1 GT #7 DEL TFED. {3
Resistivity cccecee 0.74 @ 70° 0.052 @ 70° 0.054 @ 70°
Specific Cravity .. 1.006 @ 70° 1.1730 @ 70° 1.1571 @ 70°
PH ceceecosescansse 6.4 6.6 6.6
Calcium coceccnncne 1,686 6,744 7,418 7
Magnesium «veevsens 546 10,230 7,979
Chlorides .....c... 5,000 159,000 143,000
Sulfates .cccvvcees Nil Nil Medium
Bicarbonates ...... 305 214 183

Soluble Iron ..ecee Nil 10 3

Remarks:

Analyst: Eric Jacobson - EIT RALLIBURTON SERVICES

Thes report 13 for informahon only snd 1ha content 18 kmded 10 the sample described. Hakburion Makes N0 waITaNbes.
NOT'CE- NPIOES O MNDLEC, BE 10 Tha SCCLYACY Of Ihe CONtents Of rasults. Arvy user Of thus report stees Haliburion shallnolbe hadle 56
* 10¢ 3Ny logs o daMa0as. 1908101618 Of Coute. NCluding anvy act of Omission ol Ha . tesuNnG om the use hereol
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RALLIBURTON DIVISION LABORATORY

NALLIBURTON SERVICRS
ARTESIA DISTRICT

LABORATORY REPORT ®o.W536, W537 & W538-89

70 Yates Drilling Date October 17, 1989

105 South TFourth Street

Toug repent @ Bhg prapovly ¢ Hodbuwton Sorvioes Sng Aadher 4 AS SNy Pt
. TRt apr  Cagy Therest 410 b8 Sudiehad & G000l v nd firal S0CUNg
Artesia, NM 88210 T ugroes anien Sgprevel of WHNrElNry FUNQIR, 4 Mgy Rowever, B0
WSS & 09 OBse of HPAN BUBAIE S9rSens by Sy PETER @ CONCDM 0
SRGIOyess Puaree? FECon Suih sepet bum Heliarten Serviess

Sudbmitted by Dete Rec, October 16, 1989
Well No. Depth ror-.ntion
Pield County ~___Source

BUR FEDERAL #3 GALLAHAN ST. #1 AP _STATE #1
Rasistivity cccocee 0.051 @ 70° 0.051 @ 70° 0.058 @ 70°
Specific Cravity .. ©1.1200 @ 70° 1.196 @ 70° 1.137 @ 70°
PH cceccocsccccccas 6.5 6.6 6.8
Calcium seeeeeennse 6,070 | 5,620 6,407 '
Magnesiua cevenrens 10,912 12,685 6,615
Chlorides ccveeess. 184,000 180,000 122,000
Sulfates .cococeces ~ Heavy Medium Medium
Bicarbonates ...... 214 183 305
Soluble Irom ...... 10 25 0
Remarks:

Analystt Eric Jacobson - EIT RALLIBURTON SERVICES

57
Thea rennnt nu for nDrmabon oniv And 1he enntanl i kmdad A tha 1amnla desrribed Halunion Makst NO waiTanbet.
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o we S eemnkany L et e B T . ~, .‘fi;;‘.o: t'-"'_».
vALLIBURTON DIVISION LABORATOA.
EALLIBURTON SERVICES
ARTESIA DISTRICT

' LABORATORY REPORT Wo,11542, WS43 & W544-89
D) Yates Drilling Date__ October 17, 1989

105 South Fourth Street

.= Thes mpent & e pragery of Hohbstan Sorvoss and asdher ¢ A Sy ot
e (prast. Suiiehed &f $aCueed s and irel 400wy
Artesia, NM 88210 i ~¢.=°=-u-—:.c:~—‘;..—u-.m-
(o T ¥ odrapsr (v Gy QY PErIBN @ CONCPN o8
SPOOyece harest Acene) Syl rapedt bam Ml - Sercess

Sudbmfitted by : Date Kec, October 16, 1989
Vell ¥o. - Depth : rpu..uou

Field - County Source

| . Craham WW {41 Craham WW_#2 Doy #1
Resfstivity ceocees 0.60 @ 70° 0.91 @ 70° - N.A.
Specific Cravity .. ___ 1.007 @ 70° 1:005 @ 70° N.A.

PH cecccccccccasses 6.5 ° 6.7 . . 6.6
Calcfus cececconser ___ 12124 . 1,124 | 4,946 )
Magnesium 4717 ' 614 __ 14,186
Chlorides ..ceovees 6,000 4,000 . 198,000
Sulfates .ccccecees Nil - Nil Nil
Bicerbonates ..e... 214 - ' 214 ' © 153
801\11. IrOD iceces Nil B N1l , ©7s

Remarkss

Analysts Eric Jacobson - EIT ' HALLIBURTCN SERVICES

58
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YATES DRILLING COMPANY
PROPOSED CACTUS QUEEN UNIT
CHAVES COUNTY, NEW MEXICO

MAPS & CROSS SECTIONS

BEFORE EXAMINER STOGNER
GIL CONSERVATION DIVISION

Yates . EXHIBITNO. _\S . ..
CASE NO. S%b‘l, JRUO GR23




10.

11.

12,

13.

14.

15.

16.

FIGURES

Area Map

Unit Tract Map

Area Queen Structure Map (pocket)
Queen Paleo Structure Map

Gross Sand Map

Net Pay Map

0il Saturated Pore Volume Map
Permeability - Porosity Cross Plot
Net Capacity Map (Permeability - Feet)
Cross Section A-A’ (pocket)

Cross Section B-B’ (pocket)
Cumulative Primary Production Map
Pressure Map 11/84 - 3/85

Pressure Map 9/86 - 10/86

Pressure Map 1/89

Injection Pattern Map
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