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June 27, 1990

State of New Mexico

0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504-2088

Attention: Mr. William LeMay
Re: Cactus Queen Unit

Township 12 South, Randge 31 East, NMPM
Chaves County, New Mexico

Gentlemen:

Enclosed for your files please find one recorded copy of the Cactus
Queen Unit Agreement for Yates Drilling Company.

Also please find a copy of the Certification - Determination and
Certificate of Effectiveness from the Roswell District Office of the
Bureau of Land Management and Certificate of Approval from the
Commissioner of Public Lands.

Thank you.
Very truly yours,
YATES DRILLING COMPANY
W
Cy €owan
Associate Landman
CC/bp

Enclosures
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CERTIFICATION--DETERMINATION

to the authority vested in the Secretary of the Interior, the act
February 25, 1920, 41 Stat. 437, as amended, 30 U.S.G., secs. 181,

and delegated to the District Manager, Bureau of Land Management, I do

Approve the attached agreement for the development and operation of
the Cactus Queen unit area, State of New Mexico.

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

Certify and determine that the drilling, producing, rental, minimum
rovalty, and rovaltyv requirements of all Federal leases committed to
said agreement are hereby established, altered, changed, or revoked

to conform with the terms and conditions of this agreement.

/ / Z
3}//((/ L‘?Z(/ 2 22
Jo//G Lara, ADNM Minerals
,Bﬁreau of Land Management

SUL3/EC

Date

NMNM 82514X
Contract No.

i
H



. : TAKE
United States Department of the Interior — [RPEN Smm—m"
BUREAU OF LAND MANAGEMENT

Roswell District Office
P.C. Box 1397 el
Roswell, New Mexico 882021397 - ty

IN REPLY
REFER TO:

NMNM 82514X
3180 (065)

Yates Drilling Company
105 S. Fourth St.
Artesia, NM 88210

Gentlemen:

This office is in receipt of one copy of the Certificate of Effectiveness for
the Cactus Queen Unit, No. NMNM-82514X, Chaves County, New Mexico.

Such certificate is hereby accepted for record purposes and will be retained
in our files.

Therefore, pursuant to Section 24 of the Unit Agreement, the Cactus Queen Unit
became effective June 4, 1990.

Sincerelyv,
%c j Q/f/ LA
e Joe G. Lara

o Assistant District Manager,
Minerals



NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

Cactus (Queen) Unit Chaves County, New Mexico

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated November 1, 1989 ,which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

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

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

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable o0il and gas under its lands within the area.

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

NOW,THEREFORE, by virtue of the authority conferred upon me under
Sections 19-10-45, 19-10-46, 19-10-47, New Mexico Statutes Annotated,
1978 Compilation, I, the undersigned Commissioner of Public Lands of
the State of New Mexico, do hereby consent to and approve the said Agree-
" ment, however, such consent and approval being limited and restricted to
such lands within the Unit Area, which are effectively committed to the

e *.
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YATES DRILLING COMPANY

UNIT AGREEMENT

Dated: November 1, 1989

CACTUS (QUEEN) UNIT

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

Section 27: W}SEX, E4SWi, SWiswi
Section 34: NiNWi, NWINE}

Chaves County, New Mexico
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UGNIT AGREEMENT
FOR THE DEVELOPMENT AND CPERATION OF THE
CACTUS (QUEEN) UNIT
CHAVES COUNTY, NEW MEXICO

THIS ACREEMENT, entered into as of the lst day of November 1989 by and
between 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 o1l 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 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
development or operation of any oil or gas pool, field, cr like area, or any
part thereoZ for the purpcse of more properly ccnserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to
be necessary or advisable in the public interest; and

WHEELLS, THE Commissioner of Public Lands of the State of New Mexico is
authorized by an 2ct of the Legislature (Section 1, Chapter 88, Laws 1943, as
amended hy 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 operaticn of State lands under agreements made by lessees of
State land jointly or severally with other lessees where such agreements
provide for the unit operation or development of part of or all of any oil or
gas pool, field or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an aAct 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 oil or gas pool, field or
area; and

WHEREAS, the 01l Conservation Division o©f the State of New Mexico
(hereinafter referred to as the "Division") 1is authorized by an Act of the
Legislature (Chagter 72, Laws of 1935 as amenaed) ({Chapter 70, Article 2,
Secticn 2 et seq., New Mexico Statutes 1978 BAnnotated) to approve this
Agreement and the conservation provisions hereof; and

WHLEEAS, the 0il Conservation Division of the Energy and Minerals
Cepartment of the State of New Mexico is authorized by law (Chapter 65,
Article 2 end Article 14, H.M.S. 1953 Annotated) to approve this Agicement and
the contervation provisions hereof; and
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WHEREAS, the parties hereto hold sufficient interest in the Unit Area
covering the land hereinuafter described to give reasonably effective conrtrol
of operations therein; and

WHEREAS, 1t is the purpose of the parties hereto to conserve natural
resources, prevent waste, and cecure other benefits cbhtainable through
develornent arcd cperation of the area subject to this Agreement under the
terms, conditicrs, and limitations herein set forth;

NOW, THERZIFORE, in consideration of the premises arnd the promises herein
contained, the parties hereto comnit to this Acreement their respective
interest in the below-defined Unit Area, and agree severally among thenselves
as follows:

SECTICN 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
Tebruary 25, 192G, as amended, supra, . and all valid pertinent regulations,
‘ncl be' erating and unit plan regulations, heretofore issued thereunder or
. ozertirnent, anc reascnakle requlations hereafter issued thereunder are
accezted and nmade a pvart of this Agreement as to Federal lands, provided such
regulations cre not inccnsistent with the termns of this Agreement; and as to
ral lands, the <1l and gas operating regulaticns in effect as of the
Effective Date hereof governirg drilling a&and producing operations, not
incensistent with the teirms hereof or the laws of the state in which the
non-Federal land is located, are hereby accepted and made a part of this
AGreement.

e
a
0
o
P<
a
o]
Lol

SECTICHN 2. UNIT AREA AND DEFINITIONS. The area described by Tracts in
Exhibit "B" and depicted on Exhibit "A" attached hereto is 320.00 acres, more
or less, in Chaves County, liew Mexico. 8Said land is described as follows:

Township 12 South, Range 31 East, N.M.P.M.
Secticn 27: W3iSE}X, E3SWi, SwWiswi
Sectzcrn 34: NINW, NWiNWi

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

(a) "Land Commiscicner" 1s defined as the Commissiorer of Public Lands
of the State of New Mexico.

(b) "Division" 1is 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
Managerert who has been delegated the reqguired authority to act on behalf of
the ELM.

) 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 cf America.
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(f) "Proper BLM Office" is defined as the Burcau of Land lanagement
office having jurisdiction over the federal lands included in the Unit Area.

(g) "Unitized Formation" shall mean that interval underiying the Unit
Area, the vertical limits of which extend from an upper limit descriked as 50'
abcve the top of the Queen fcrmation to a lower linit as the base of the Queen
formaticn; said limits having been previously feound to occur at 2530
feet and 32100 feet, respectively in Yates Drilling Company's Doyal #1, located
¢e0' FHL and 980' FEL of Section 34, Township 12 Scuth, Range 31 East.

(h) "Unitized Substances" are all oil, gas, gaseous substances, sulphur
centained in cas, condensate, distillate and a.l associated and constituent
,

liguid or ligueriable hrydrocarbons, other than cutside substances, within and
rrcduced Ircm the Unitized Formation.

(i) "Tract" 1is each rarcel of land described as such and given a Tract
number in Exhibit "R"
{j} "Tract Participation” is defined as the percentage of participation

shown on Exhibit "B" for allocating Unitized Substances to a Tract under this
Agreenent.

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

(1) .“"working Interest" is the right to search for, produce and acquire
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, developing and producing the Unitized Substances frem the Unitized
Formation and operations thereof hereunder. Provided that any royalty
interest created out of & working interest subseqguent 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" is any party hereto owning a Working
Interest, including a carried working 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 other
instrument creating a Working Interest 1in another shall be regarded as a
Vorking Interest Owner to the extent of seven-eights (7/8) of his interest in
Unitized Substances, anc &as a Royalty Owner with respect to his remaining
one-eighth (1/8) interest therein.

(n) "“Royalty Interest" or "Rovalty" 1s an interest other than a Working
Interest in or right to receive a portion of *he Unitized Substances or the
proceeds therect and includes the royalty 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.

-3-
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{o) "Royalty Owner" is the owner of a Royalty Interest.

{p) "Unit Cperating Agreement" is 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, lLiew Mexico".

(¢; "Cil and Gas Rights" 1s the right to explore, develop and operate
lands within the Unit Area for the producticn of Unitized Substances, or to
share in the ctroducticn so obtained or the nroceeds therect.

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

{s) "Unit Marager" 1is any person or corporation appointed by Working
Interest Cwners to perform the duties of the Unit Cperator until the selection
and qualification of a successor Unit Operator as provided for in Secticn 7

nereQr.

(t) "Unit Cperator" 1is the party designated by Working Interest Owners
under the Unit Cperating Agreement to ccnduct Unit Cperations.

Agreemernt and the Unit Operating Agreenent.

(u) "Unit Creraticns™ 1s any operation conducted pursuant to this

(v) "Unit Zgquipment" 1s all personal property, lease and well equipment,
plants and other facilities and equipment taken over or otherwise acquired for
the joirt account for use in Unit Operations.

(w) "Unit Expense" 1is all cost, expense, or indebtedness incurred by
Working Interest Cwners or Unit Operator pursuant to this Agreement and the
Unit Operating Agreerent for or on acccunt of Urit Operations.

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

(y) "Unit Cunulative Production" 1s derined 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 indentitv of tracts and leases in said Unit
Area to the extent krown to the Unit Operatcy, 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 Participation ¢f cach Tract in t
or in said =chedule or map shall be ccn

he Unit Aarca. However, nothing herein
strued as a representation by any rarty
nereto 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 Arca 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
Commissicner.

—4-
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SECTION 4. EXPANSIOCN. 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 adavisable 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 prcduced, or proceeds
thereof. Pursuant to Subsection (b), the Working Interest Owners may agree
upcn an adjustment of investment by reason of the expansion. Such expansion
shall be effected in the following manner:

(a) The Working Interest Ownrer or Qwners of a Tract or Tracts desiring
to bring such Tract or Tracts into this unit, shall file an application
thereZor with Unit Operatecr reqguesting such adnmission,

(5) Unit Operator shall circulate a notice of the proposed expansion to
working Interest Owner in the Unit Area and in the Tract proposed to be
includec 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
otherwlse) 1f at least three Working Interest Cwners having in the aggregate
seventy-Iive percent (75%) of the Unit Participation then in effect have
agre«d =0 inclusion of such Tract or Tracts 1n the Unit Area, then Unit
perator shall:

each

(1) After obtaining preliminary concurrence by the A.0. and La
Commissioner, ©prepare a notice of proposed expansion descrribing the
contemplated changes in the boundaries of the Unit Area, the reason therefor,
the basis for admission of the additicnal Tract or Tracts, the Tract
Participation to be assigned thereto and the proposed eiffective date thereo:f;
and

(2) Deliver copies of said notice to Land Commissicner, the A.0O. at
the Prcper BLM Office, each Vorking Interest Cwner 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 okjection to such proposed expansion; and

{3) File, upon the expiration of said thirty (30) day period as set
out 1in (2) immediately =above, with the Land Ccrmissioner and A.0., the
following:

(i) Evidence of malling said notice of expansion (ii) An
applicaticn 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 QUALITIED FOR PARTICIPATION) uand
Section 32 (NON-JOINDLR AlD SUBSEQUENT JCINDER), infra;

and (iv) a copy of any objections received.

The expansion shall, after due consideration of all pertinent information
arnd approval by the Land Commicsioner and the A.0., beccnme effective as or the
date prescribed in the nrotice 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.

-~ 5=
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SECTICN 5. UNITIZED LAWD AND UNITIZED SUZSTANCES. All land comnmitted 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 liguid 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."

SECTICN 6. UNIT OPERATCR. Yates Drilling Ccmpany, a New liexico
corporaticn, 1s hereby desicnated as Unit Cperator, and, by signing this
instrument as Unit Operatecr, 1t agrees and ccnsents to accept the duties and
obligations of Unit Operatcr Zfor tha

oreraticn, development, and production of
Unitized Substances as herein provided. Whenever reference is made herein to
the Unit Operator, such reference means the Unit Cperator acting in that
capacity and not as an owner oi interest in Unitized Substances, and the term
"Working Interest Owner" when used herein shzll include cr refer to Unit
perator as the owner cf a Working Interest when such an interest is owned by
it.

Unit Operatcr shall have a lien upen =hz interest of the owners of
Working Interests in the Unitized Zand to the extent grovided in the Unit
Operating Agreement.

SECTICN 7. PRESIGNATION OR REMOVAL CF UNIT CPERATOR. Unit Operator shall
have the, right to resign at any time, kut such resignation shall not become
effective so as to release Unit Operator from the duties and obligations of
Unit Operator and terminate Unit Cperator's rights as such for a reriod of six
{6) months after written notice of intenticn to resign has been given by Unit
Operator to all Working Interest Cwners and the Deputy, and until all wells
are placed in a condition satisfactery for suspension or abandonment, or
operations, whichever 1s 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, upcn default or failure to the reriormance of its
duties or obligations hereunder, be subject to removal of not less than eighty
percent (80%) of the ccmmitted Working Interest (on the basis of Unit
Participation) exclusive o any Working Interest owned by the Unit Operator.
Such removal shall be effective upon notice thereof to the Land Commissicner
and the A.O.

In all instances of resignaticon or removal, until a successor to Unit
Operator 1is selected and approved as hereinatter provided, the Working
Interest Owners shall be jointly resrponsible for the performance of the duties
of Unit Cnerator and shall, rnot later than thirty (30) days before such
resignation or removal beccmes effective, appoint a Unit NManager to represent
them 1n any action to be taken hiereunder.
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The resignation or removal of Unit Operator under this Agreement shall
not terninate 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, naterials,
agppurtenances and any other assets used in conducting the Unit Qperations and
owned by the Working Interest Owners (including any and a&all data and
inforration which it might have gained or assembled by reason of its operaticn
oI the Unitized Land) to the new duly qualified successor Unit Operator or to
the Unit Manager if ro such new Unit Operator is elected, to be used for the
purpose of conducting Unit Operations hereunder. Nothing herein shall be
censtrued as autherizing removal of any material, equipment and appurterances
needed for the preservation of any wells. WNothing herein ccntained shall be
construed to relieve or discharge any Unit Operator who resigns or is removed
nereurnder for any liability or duties accruing or performable by it prior
to the eifective date of such resignation or removal.

SECTICH 8. SUCCESSCR UNIT OPERATOR. Vhensver the Unit Operatcr shall
ncder 1ts resignation as Unit Operator or shall be removed as hereinabove
cvicded, the Worxing Interest Cwners shall select a successor Unit Operator

herein rrovicded. Such selecticn shall not Zeccme effective until (a) a
it Cperator so selected shall accept in writing the duties and
sponsibilities of Unit Operator; and (k) the selecticn <hall have keen
proved by the Land Commissioner and the A.0. If no successor Unit Operator
or Unit Manager 1s selected and cqualified as herein provided, <+the Zand
Ccmmissioner and/or the A.O., at their election, may declare this Agreenent
terminated.

O
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In selecting a successor Unit Operator, the affirmative vote of three cor
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 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
Owners having a total Unit Participation of at least five percent (5%). If
the Unit Operator who 1s removed votes only to succeed itself or fails to
vote, the successor Unit Operator may be selected by the arffirmative vote of
the owners of at least seventy-five percent (75%) of the Unit Participation
remaining after excluding the Unit Participation of Unit Overator so remnoved.

SECTION 9. ACCOUNTING PROVIZIONS AND UNIT OPERATING AGREEMENT.
Costs ard expenses incurred by Unit Operater in conducting Unit Operations
hereunder shall be paid, apportioned among, and borne by the VWorking Interest
Owners in accordance with the Unit Operating Agreement; however, no such Unit
Operating Agreement shall Dbe deemed e.ther to modify anvy of the te:ms and
conditions of this Unit Agreement or to relieve the Unit Cperator of any right
or cbligation established wunder this Agreement, and in case of
inconsistency or conflict between thils Agrvement and <he Unit

any
Operating
agreement, this Aqreement shall prevail, Copies of any Unit Operatin
AGreement executed pursuant to this Section shall be filed with the Land
Cermissicner and with the A.O. at the Prcper RLM QOrfice as required prior to
zpproval of this Agreement.
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SECTION 10. RZIGHTS AND COBLIGATIONS OF UNIT OPERATCR. Except as other-
wise specificaily provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto which are necessary or
convenient for prospecting for, producing, storing, allocating, and 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 so, grant to Unit Operator the use of brine
or water or both Irom any formation in and under the Unitized Land for
inje or. into the Unitized Formation. Upcn reqguest, acceptable evidence oI
title to said rights shall be deposited with said Unit Operator and, together

is agreement, shall constitute and define the rights, privileges, and
cbligaticns cf Unit Cperator. ©Nothing herein, however, shall be construed to
sfer title <o any land or to any lease or operating agreement, it being

understcod that under this Agreement the Unit Operator, in its capacity as
Unit Cperator, shall exercise the rights of possession and use vested in the
rarties hereto only for the purposes herein specified.

SZCTION 11. EASEMENTS CR USZT CF SURFACE.

(a; The partlies hereto, to the extent of their richts and interests,
nereby grant to Worxing Interest Cwners the right to use as much of the
face o©of the Unitized Lard &
erations and rermoval oI Unitized
herein shall @pe construed as 1

s may reasonably =2e necessarv for Unit
Substances therefrom; provided that nothing
easing or otherwise conveying to Working
Interest Cwners a site for a water, gas injection, processing or cther plant,
or campsite.

(b} VWorxing Interest Cwners shall have and arce 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 frcm Unit Czerations.

SECTION 12. PLZN CF 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 ZFormation any substances for secondary recovery or
enhanced recovery purposes in accordance with a plan of cperation approved by
the Working Interest Twrers, 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 abandcened well or wells
producing from the Unitized Formation for said purpose. Subject to like
approval, the Plan of Gparat:ion may be reviged as conditions may warrant.
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{a) FEach Tract as to which Working Interest Owners owning cone hundred
percent (100%) of the Working Interest have become partles to this Agrecement
and as tc which Royalty Owners owning seventy-£five percent (75%) or more oI
the Royalty Interest have beccme parties to this Agreement.

(b) Each Tract as to which Working Interest Owners cowning one hundred
percent (100%) of the Workinc Interest have become parties to this Agreement,
and as <c¢ which Royalty Cwrers cwning less th
the Royalty Interest have beccme parties s Agreement, and as to wnich
(1) the Working Interest Cwner who operates the Tract and Worving Interest
Owners owning at least seventy-five percent (75 I the remaining Worxing
Interest in such Tract have Jjoined a reguest Zor the inclusion of such
Tract, and as t©o which (2) Working Interest Cwners owning at least
seventy~five percent (75%) of the combinec Unit Participation in all Tracts
that meet the recuirements of Section 1l4(a) ebove have vcted in favor of the
inclusion cf such tract.

. seventy-rIive percent (75%) c¢f

(c) Each Tract as tc wihlch Working Interest Cwners owning less than cne
hundred percent (l 0%) of the Workirg Interest nave Dpecome parties to this
Agreement, regardless of the “ervyﬂtage ¢Z Rovalty Interest therein that

cmmitted hereto; and as to which (1) the Working Interest Owner who crerates
“he Tract and Working Interest Cwner owninc at least ceventy-five .
(75%) oI the remalining Working Interest in such Tract who have become parties
to this Agreement have Joired in a request Ior 1inclusicn of such Tract,
have executed and delivered, cr cbligated themselves to execute and deliver an
indemnity agreement indemnifying and agreeing to hold harmliess the other
owners of committed Working Interests, their successors and assigns, against
all claims and demands that nay be nacde by the owners of VWorking Interest in
such Tract who are not parties to this Agreement, and which arise out cI the
inclusicn of the Tract; ard &s to which (2) Working Interest Owners owning at
least seventy-five percent (7£S) of the Unit Participation in all Tracts that
meet the requirements oI Section 14(a) and 1l4(d) have voted in favor cf the
inclusion of such Tract and to accept the indemnity agreement. Upon the
inclusiocn of such a Tract, the Tract Participaticns which would have Zzeen
attributed to the nonsubscribing owners of Working Interest in such Tract, had
they become parties to thls AGreement and the Unit Operating Agreemsnt, shall
De attributed to the Working Interest Cwners in such Tract who have become
parties to such agreement, and Joined 1in the indemnity agreement, in
proportion to thelr respective Vtiorking Interests in the Tract.

If on the Effective Date of 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 crovided, then such Tract or Tracts shall not

Siida e

entitled to participate hereunder. Unit Cperatcr shall, when submitting this

Agreement for final aprroval by the Land Commissioner and the A.0., File
+herewitn a schedule c¢f thecse tracts winich have been cormmitied and nace
subject to this Agreement ana are entitled to participate 1in Unitized

cubstances. Said schedule cnall set forth czpesite cach such committed Trace
the leas:s number or asslgnﬁ)nt sumber, the cowner of record of the lease, and
the percentage participation of such tract which chall be computed according

to the participation formula set forth in Section 13 (Tract Particiraticn)
above. This cchedule or rarticipation shall bDe revised Exhibit “p"

and upon
approval thereof by the Land Commissicner and the A.0., shall beccone a gart ot
this Agreement and shall govern the allocation of production of Unitized

Substances until a new schedule 1s approved by the Land Commiscioner and A.0.

-10-
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SECTICN  15.A. ALLOCATION OF UNITIZED SUBSTANCILS. All Uniticzed
Substarnrces prcduced and saved (less, save and except any part of such Unitized
Substarces used in conformity with good operating practices on unitized land
for drilling, operating, camp and other production or development purposes and
for iInjection or unaveidable loss in accordance with a 2lan of Operation
X ved by the A.0. and Land Commissioner) shall be apportioned among and

ted to the qualified Tracts in accordance with the respective Tract
icipations eflective hereunder during tiie respective periods such Unitized
nces were prcduced, as set tforth in the schedule of carticipation in
"B, The amount of Unitized Substances so allccated to each Tract,
1y that arount (regardless of whether it te more or less than the amount
~me actual rroduction of Unitized Substances from the well or wells, if
anv, cn suca Tract) snall, for all intents, uses and purposes, be deemed to

nave zZeen produced Irom such Tract.
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The Unitized Substances allocated to each Tract shall be distributed
or accounted Ior, tc the parties entitled to share in the production

cn Tract in the same nanner, in the same proporticns, and upon the same
conéiticns, as they would have participated and shared in the production from
such Tracts, or in the proceeds therecf, nad this Agreement not been entered
into; ard with the same legal Zorce and effect.

tted to this Agreement and cualified Zor participation as
nall be subsequently excluded from participaticn hereunder on

above s
iletion c¢f Unitized Substances.

< =
account of ce

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 nhereafter 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. TAaRKING UNITIZED SUBSTANCES IN  ¥IUD. The Unitized
Substances allocated to each Tract shall ke delivered in kind to the
respective partles entitled thereto by virtue of the ownership of o0il and gas
rights therein. Each such party shall have the right to construct, maintain
and orerate all necessary facilities for that purpose within the Unitized
Area, provided the same are so constructed, maintained and operated as not to
interrere with Unit Operations. Subject to Section 17 hereof, any extra
expenditure incurred by Unit Operator by reason oI the deliverv in k.nd of any
portion cIi the Unitired Substances shall be borne by the party taking
Aelivery. n the event any YWorking Inte:est Owner shall fail +to take or
ctherwise acdequately diszose of 1ts proporticnate share of the productiun from

=he CUnitized Formation, then so long a&s =uch condition centinues, Unit

Crerator, for the Tract or Tracts concerned, and inm order to avoid curtailing

~he cperacion of the Unit Area, may, but shall not be reguired to, sell or

] Le

otherwite 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 orly tor such reasonable periods of time as are consistent

with the mininum reeds of the i1ndustry under *he circumstances, but in no

...ll_
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event 3hall any such cortract be for a period in excess of one year, and at
not less <han the prevailing market price in the area for like production, and
the acccunt of such Working Interest Cwner shall be charged therewith as
naving raeceived such prcduction. The net proceeds, if any, of the Unitized
Substances so disposed of by Unit Operator shall be paid to the Vorking
Interest Owner of the Tract or Tracts concerned. Notwithstanding the
foregoing, Unit Operator shall not make a sale into interstate commerce of anv
Worxing Interest Cwner's share of gas production without first giving such
Working Interest Cwner sixty (60) days' notice of such intended sale.

Any VWoerking Interest Cwner receiving in kind or separately disposing of
11 <°r any part of <he Unitized Substances allocated to anv Tract, or
eceiving the proceeds therefrom 1f the same is sold or purchased by Unit

Cperateor, shall ke reszonsikle for the payment of all royalty, overriding
ovalty and procduction payments due thereon, and each such party shall hold
ach other Working Interest Cwner harmless against all claims, demands and
a ¢t action by owners oI such royalty, overriding royalty and oroducticn

f this Agreement, there I1s any Tract or
ntly ccmmitted hereto, as provided in Section 4
v Tra or Tracts within the Unit Area not ccmmitted
1ve LCate rsreof but which are subsecuently conmitted
l cticn 14 (Tracts Qualirieca fcr Participation)
guent Joinder); cr 1z anyv Tract 15
excluded from this Agreement as provided for in Section 21 (Loss otf Title),
the schedule of participation as shown in zxhibit "B" s
Unit Orperator; and the revised Exhibit "B", wupcn a
Commissioner and *“he A.0., cshall govern the allocation oIf pr
after the effective date thereol until a revised sche
hereinakove provided.

and Secticn 32 (Ncnjeinder an
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SECTION 16. QUTSIZE ZSUBSTANCES. If gas obtained from ZIcrmations not
subject to this Agreement is 1lntroduced into the UnitizeJ ormation for use in
repressuring, stimulating of production or increasing ultimate recovery which
shall be 1in confecrmity with a Plan of Operation first approved by the Land
Commissicner and the A.C., 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 rcyalty free as to dry gas, but not royalty free as to
the products extracted therefrem; pzrovided that such withdrawal shall be at
such timez as mavy ke rrovided in the approved Plan of Cperator or as otherwise
may ke ccnsented to or rrescribed by the Land Commissioner and the A.0. as
conforming to good petroleum erncineering pnractices and provided further that
such ricnt oI wi.thdraw

AgreemenT.

L
13

}«1

cshall t2rmirate con the termination dJdate of this

. RPOYALTY  SETTLINENT. The State of tiew Mexico and United

States oI america and @il Foyalty Cwners who, under an existing contract, are
entitled to teke in kind a zhare of the substances produced from any Tract
urnitized nereunder, chall continue to be entitled to such right to take in
kind their share of the Unitized Substances allocated to such Tract, and Unit
Crerater cnall maxe deliveries of such Rovalty share taken in  kind in
fcrmity with the applicaple centracts, laws and regulations.  Settlenent

-12-
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for PRovalty nrot taken 1n kind shall be made by Working Interest Owners
reszonsible 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 cperate to relieve the lessees of any land from their respective lease
obligations Zor the payment of any Royalty due under the leases, except that
such Royalty shall be ccmputed on Unitized Substances as allocated to each
Tract in acccrdance with the terms or this Agreement. With respect to Federal
leases committed hereto on which the rovalty rate depends upon the daily
average production per well, such average producticn shall be determined in
accordance wWith the cperating regulations pertaining to Federal leases as
though the committed Tracts were included in a single consolidated lease.

I the amcunt of producticon or the proceeds therecof accruing to any
Royality 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
sucn Tract during any period of time, then such precduction 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-oI wells located thereon capable of producing Unitized Substances as of
the Zffective Date hereof, provided that any Tract not having any well so
roducing Unitized Substances on the zffective Date hereor shall Le
s 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 ccmputed 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 o¢f Federal and State requirement to the contrary,
Working Interest Owners may use or consume Unitized Substances Zfor Unit
Operaticns and no Royalty, overriding royalty, production or other payments
shall ke payable on account of Unitized Substances used, lost, or ccnsumed in
Unit Cperations. :

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 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
of the party reprecenting himself to be the owner thereof shall be reduced
proporticnately and the 1nterests of &ll parties shall be adjusted
accordingly.

SECTICH 18.  RENTAL SETTLELLUT. Rentals or minimum Rovalties due on the
lecases committee hereto chall be paid by worklnq Interest Owners responsible
therefor under existing contracts, laws and regulaticns provided that nothing
nerein contained <hall orerate to relicve ¢

he luauCCS of any land from their
respective lease obligations for the payment of any rental or minimum Royalty
in lieu =zhereof, due under their leases. Rental for lands of the State of New
Mexico subject o this Acreement shall be pald at the rate specified in the
respective leases from the State of Uew Mexlco. Rental or ninimum Royalty for
langs of the United States of America subject to this Agreement shall be paid
at the rate srecified in the respective leases from the United States of
smerica, unless such rental or minimum Royalty is waived, suspended or reduced
by law cr Ly approval of the Secretary or his duly authorized representative.

~13-
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SECTION 19. CONSERVATION. Cperaticn hereunder and production of
Unitized Substances shall be conducted to provide Lor the mest economical and
efficient recovery of said substances without waste, as defined by or pursuant
to Federal and State laws and regulations.

SECTICN 20. DRAINAGE. The Unitc Operatcr shall tarme all reascnable and
crudent measures to prevent drainacge cf Unitized Substances from unitized land
by wells cn land not subject to this Agreemernt.

Trke CUnit Cperator, upon aprrcval nterest Cwners, the A.O.
and the Lard Commissioner, 1s hereby emgowered to enter into a borderline
reement or agreements with working intevest cwners of adioining lands not

t to this Agreement with rescec : in the border area for the
U @COnOMmic recovery, conservaticn purposes and propder protection of the
sartles and interest affected.

3

¥
[

o]

S CF TITIE. In the event title to any Tract of unitized

he <tTrue cwney cannot Le induced to jein in  this
r > as not ccmmitted hereto,
anca benefits as may ke
n the event oif & dispute as
2 TOo &ny Royalty, Working Iiterest, cr cther interests subject thereto,
cr delivery on account thereoi nay be withheld without liability for
resT until the dispute 1is firally sett id=d, that, as to State or
al lands or leases, no pavments of funds cue the United States or the
ew llexico shall be witnheld, but such funds s"all be deposited as
rected by the A.0. or Land Comnissioner {(as the case may be) to be held as
unearned money pending final settlement of the title disuzute, and then applied
as earned or returned in acccrdance with such final settlement.
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Zf the title or right of any certy claim:ing the right to receive in kind
all or any porticn of the Unitized Substances allocated to a Tract is in
S ecti

dispute, Unit Operator at the dir on of Working Interest Cwners shall
either:

(a) reguire that the party to whcom such Unitized Substances are
delivered to or whom the prcceeds thereoi are paid furnish security for the
proper accounting therefor to the rightful owner if the title cr right of such
party fails in whole or 1in part, cr

(b withhold and market the zcrtion oI Unitized Substances with respect
“o which title or right is in dizpute, and imround the proceeds thereof until
such tine as the title or right thereto is established by a final judgment of
4 court of competent jurisdiction or ctherwise to the satisfaction of Working
Interest Cwrners, whereupen the nroceeds as impounded shall be paid to the
party rightriully entitled thereco,

ZTacn Working Interest Cwner o

, hold harmless, and defend
al

all other Working Interest Cwrers aga:nst anv and claims by any puarty
against the interest attributed to such Working Interest Cwn=r on Exhibit "B",

nit Cpefator as such is rel:uved frem oany responsibility for any defect

-14-
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SECTICN 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
represer.tatives, do hereby establish, alter, change or revoke the drilling,
producirg, rental, minimum Royalty and Royalty requirements of Federal and

tate leases committed hereto and the regulations in respect thereto to
conicrm said requircments to the provisions of this aAgreement

Without limiting the generality of the foreqgoing, 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 decmed full performance of all obligations for
develorment and operation with respect to each Tract subject to this
Agreenmert, regardless of whether there is any develorment of any Tract of the
Unit Area, notwithstanding anything to the contrary in any lease, operating
agreement or cother contract Dby and between the parties hereto, or their
respective predecessors in interest, or any ¢ themn.

(b} Drilling, producing or Improved recovery operaticns perrformed
hereurcer shall be deemed to ke performed upon and Zor the benefit of eacn
Tract, and no lease shall be deemed to expilre by reascn of failure to drill or
produce wells situatec 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 *he A.Q., or
their duly authorized representatives, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each Tract within the
Unitizecd Area.

(&) Each lease, sublease, or contract relating to the exploration,
drilling, development, or operaticon 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, so that it shall be continued in full force
and effect for and during the term of this Agreecment.

(e) Any lease embracing lands of the State ¢f 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 nhereof.

(f) Any lease embracing lands of the State of New Mexico having only a
pcrtion of 1its land committed hereto shall be segregated as to that portion
committee and that not committea, and the terms of such lease shall

arply
separatsly to such segregated portilons corrmencing as of the

Effective Late

nereof., Provided, however, that notwithstanding any cf the provisions of this

rgreement to *he contrary, such lease (including both segregated portions)

shall ccnt_orue in full fcrce and effect beyond the term provided therein as to

all 1lards embraced in such lease 1f o1l or gas 1is, or has heretorfore been

discovered in paying quantitics on some part of the lands embraced in such
_15_
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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 Agreenent,
allocated to the portion of the lands covered by such lease committed to this
Acgreement, or, at any time during the term hereof, as to any lease that is
then valid and subsisting and upon which the leasec or the Unit Cperator 1is
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 fcrce ana effect so long as such
cns are diligently prosecuted, and if <hey result in the production or
r zas, said lease shall continue in full force and effect as to gas in
paying cuantities is being prcduced from any porticn of said lands.

{g} The segregaticn of any Fecderal lease committed to this Agreement Iis
governac by the following provision in the Zcurth paragraph of Section 17(3)
of the Minerazl Leasing Act, as amended by the aAct of September 2, 1960 (74

)

<7

Stat. Tg21-784): "Any (Federal) lease heretoicre or hereafter committed to anv
such {unit) plan embracing lards that are in part within and in part outside
oI the area covered by any such rlan snall e seyregated into separate leases

as to the lards ccmmitted and the lands net committed as of the Effective Cate
of unitization; Provided, however, that anv such lease as to the non-unitized
portion cshall continue in force arn gct Icr tne term thereof but for not
less than two years from the cate of such segregation and so long thereafter
as oil cr gas is prcduced In gaving cuantities.'

\L)

SECTICN 230 CCOVENANTE =l WITHE LAND. The covenants herein shall e

construsa to e covenants runrin¢ with the land with respect to the interest
of the narties hereto and thelr successors .1n interest until this Agreement
terminates, and any grant, transier or conveyance of interest in land or
leases subject hereto shall “e and hereby is conditioned upon the assumption
of all privileges and obligaticns hereunder by the grantee, transferee or
other successor in interest. WO  assignment or transrer of any Working
Interest subject hereto shall ke binding upon Unit Operator until the first
day of <he calencar month after Unit Operator is furriched with the original,
or acceptable photostatic or certified ccpy, of the recorded instrument or
transfer; and no assignment or transfer of any Royalty Interest subject hereto
shall ke binding upon the Working iterest Cwner responsible therefor uncil
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 transier.

",A

“J

SLCTION 24. EFFECTIVE DZTE AND TERM. This Agreement shall become
binding ugon ach party wnho executes or ratifies it as of the date of
execution or rat'f’cat*on by =such party and chall become efrfective on the
first day of the calendar menth next following the approval of this Agreenent

by the A.0., the Land Commissioner and the Cormlssion.

1f =<hls Agreement does not pecome wIfective o or before June 14, 1990
facto explre on said izte (here

it chall Zter called "Exciration Date™)

=ct, unless prlor thereto this
Agreement has been executed or ratifled py Working Interest Cwners ownina a
combined Participation of at least seventy-iive percent (75%); and at least
seventy-five percent (75%) of such VWoriing Interest Cwners committed to this
hgreenernt have decided to extend Expiraticn Date for a pericd noc to cxceed
one{l) vyear (hercinafter called "Extended Expiration Date"). If Expiration
Late is so extended and this Agreenent does not become e¢ffective on or Lerore

and thercafter be of no further fcrce or
a z

Extended Expiretion Date, 1t shall ipso facto expire on Extended Expiration
Date ar.d thereafter be of no further force and effect.

~16~
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Unit Cperator shall Zfile for r=cord within thirty (320) days after the
Effective Date of this Agreement, in the office of the County Clerk of Chaves
County, New lMexico, where a counterpart of this Agreement has become eftective
according to its terms and stating further the effective date.

The terms of this Agreement shall be for and during the time that
Unitized Substances are produced in paying quantities from the unitized land
and so long thereafter as drilling, reworking cr other operations (including
improved recovery operations) are prosecuted thereon withcut cessation of
mors than ninety {(90) ccnsecutive days unless csconer terminated as herein
Trovided. :

This Agreement mav pe terminated with tne aprnroval of the Land Commission
and the A.O0. by Working Interest Cwners owning <ighty percent (803%) of the
Unit Participaticn then in effect whenever such Working Interest Cwners
cdetermire that Unit Operaticns are no longer profitable, or in the interest of

. Uron approval, such terminaticn shall be eifective as of the
of the month alter said Working Interest Owners' dJdetermination.
ny such terminaticn snall be filed by Unit Operator in the ofzice

o
of the Ccunty Clerk of Chraves Ccunty, New Mexico, within thirty (30) days of

ation of this Agreement, the parties hereto shall be governed
o) t racts affecting the separate
nt had never keen entered into.

Notw;éhstanding any other provision in the leases unitized under this
Agreement, Rovalty Owners hereby grant Working Interest Owners a period of six
menths  after termiration 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 DPRODUCTION. All
nroduction and the disposal thereof shall be in conformity with allocations
and quotas mnade or fixed by any duly authorized perscn 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 develcepment and within the 1limits made or <fixed by the
Division toc 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 sucn alteration or modification shall be effective
;5 to anvy lands of the State of New Mexico as to the rate of prospecting and
developmént in absence or the specific written avproval ther«of by the Land

Commisslona2r as to any lands ot the State of Hew MexXlco or privately-owned
Lands subject to this Agreement as to the quantity and rate of producticn in
“he absence of specific written approval therecof by the Division.

Powers in this Section vestasd 1in the A,0. shall only be exercised artoer
rotice to Unit Cperator and opportunity for hearing to be held not less than
fifteen (135) days rrom notice, and thereaiter cubject to administrative appeal
refore becoiming Iiral.
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SECTICN 26. NONDISCRIMIWATICH. Unit Operator in connection with the
performance of work under this Agreement relating to leases of the United
States, acrees to comply with all of the provisions of Section 202(1) to (7)
inclusive o©f ZIxecutive Order 11246, (30 F.R. 12319), which are hereby
incorpcracted by reference in this aAgreement.

SECTICN 27. APPEARANCES. Unit Operator shall have the right to appear
for or on behalf of any interests afZected hereby bkefore the Land
Commissicner, the Department, and the Division, and to appeal from any order
issued uncder the rules and regulations of the Land Commissioner, the
Department or the Division, or to appoly for relief from any of said rules and
regulations or in any proceedings relative to operations before the Land
Commissicner, the Department or the Division or any other legally constituted
avthority; provided, however, that any other interested paerty shall alsoc have
the rignt at his or its own expense to be heard in any such proceeding.

v]

ou Z8. NOTICES. All rotices, demands, objections or statements
required hnereunder to pe given or rerdered to the parties nereto shall be
deemed fully given if made in writing and perscrally deliverad to the party or
parties or sent by postpaild certiZied or registered mail, addressed to such

rarties at <theilr last kncwn address set forth in connection with the
rnatures hereto or to the ratification or consent hereof or to such other
ess &s any such party Ccr parties may have furnished in writing to the

ty sending the notice, demand or statemenct.

SECTICN 29. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agreement

PRCY 1 be construed as a waiver by any party hereto of the right to

assert any legal or constituticnal right or defenze as to the validity or

invalicity of any law of the State wherein said Unitized Lands are located, or

regulations issued thereuncder in any way affecting such party, or as a wailver

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.

SECTICYW 20. EQUIPMEUT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY.

FEach Working Interest Cwner has heretofore placed and used c¢n its Tract or
Tracts cormitted to this Agreement various well and lease equipment and other
property, equipment and facilities. It is also recognized that additional
equipment and fecilities may herearfter be placed and used upon the Unitized
Land as now or hereafter constituted. Thereiore, for all purposes to this
Agreement, any such equipment shall be considered to be personal property and
not fixtures atvtached to realty. Accordingly, said well and lease equipment
and perscnal property is herepby severed irom the mineral estates affected by
this aAgreement, and it 15 agreed that any such equipment and personal property
shall be and remain personal property of the Working Interest Cwners for alil
DUrpPoOSEs.

SpLTUIow It UNAVOIDEELL DELAY. All obligations under this Agrovment
reguiri:.g =he Unit Operator tO cocmmence oY  continue improved recovery
orerations or to operate on or produce Uniticed Substunces from any of the
lands covered Ly this Agreement shall be suspoendad while, but only so long as,
the Unit Cperator, desp.te the exercise of due care and diligence, 1is
prevented ZIrcm complying with such cbligations, in whole or 1in part, by
strikes, acts of God, Federal, State or municipal law or agency, unavoidable

.
19
r

accident, wuncontrollable delays in transportation, irability to obtain
necessa:y materials or ecuipment in open marxet, or other natters beyond the
reascraple control of the Unit QOperator whether similar to matters herein
enumerated or not.

-18-
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SECTION 32. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any Royalty
Owner, at any time, must be accompanied Dby appropriate joinder of the
corresponding Working Interest Owner in order for the interest of such Royalty
Owner to be regarced 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 Acreement in order for such interest to be
regarded as effectively committed to this Agreement.

Any o1l or gas interest in the Unitized Formations not cormitted hereto
ior to submission of this Agreement to the Land Commissioner and the A.O.
r final approval may theeafter be committed heretc upon compliance with the
piiceble provisions of this Section and of Secticn 14 (Tracts Qualified for
reicipation} hereo, at anvy time up to the Effective Date hereof on the same
1s of Tract Participation as provided in Section 13, by the cwner or owners

ereof subscribing, ratifying, or consenting in writing to this Agreement,
and 1f the interest 1is & Working Interest, by the owner of such interest
subscribing also to the Unit Operating Agreement.

s undarstcod and agreed, however, that frcm and after the Effective
Date hereof the right ¢f subsequent joinder as provided in this Section shall
e subject %O such reguirements or approvals and on such basis as may be
agreed ugcen by Working Interest Owners owning not less than sixty-five percent
(63%) oI the Unit Participation then in eifect, and approved by the Land
Commiscsioner and A.0. Such subsequent joinder by a proposed Working Interest
Cwner must be evidenced by his execution or ratification of this Agreement and
the Unit Cperating Agreement and, where State or Federal land is involved,
such jclnder nust be approved by the Land Commissioner or A.O. Such joinder
by a proposed royalty Owner must be evidenced by his execution, ratification
cr cecnsent 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 1in behalf of such proposed Rovalty Owner. Except as may be
otherwise herein provided, subsequent 3Jjoincder to this Agreement shall be
effective as of the first day of the month following the filing with the Land
Cormissioner 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., is duly nade sixty (60) days after such filing.

SECTION 33. COUNTERPARTS. This Agreement may be executed in any number
of counterparts, no cne 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 upen all those parties who have
executed such a counterpart, ratificatlcn or consent hereto with the same
force ana effect as 1f all parties had signed the same document, and
regarcless oI whether or not it 1s executed by 2ll other parties owning or
=laiming an interest in trhe land within the described Unit Area. Furtherrore,
this Agreement shall extend to and ke binding on the parties hereto,

their
cuccessors, helrs and assigns.

CECT™IC 34, JOINUDER I DUAL CAPACITY. Execution as herein provided by
any party as sither a Working Interest COwner or a Royalty COwner shall commit
all interests owned or countrolled by such party; provided, that if the parey
is the cwner orf a Working Interest, he nmust also execute the Unit Cperating
Agreement.

-19-
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SECTION 35. TAXES. Each party hereto shall, for its own account, render
and pay 1ts 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 recuired or if it be determined that the Unit Operator
or the several Working Interest Cwners 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.

SECTICN 36. NO PARTMERSEIP. The duties, obligaticons 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, obligaticn
or liab:lity with regard to any cne or more of the parties hereto. Each party
hereto shall be individually resocnsible for its own obligation as herein
providsd.

SECTICN 37. PRODUCTICN AS CF THE EFTECTIVE DATE. Unit Operatcr shall
make a proper and timely gauge or all lea

ses and other tanks within the Unit
Area 1n order to accertain the amount of mercnantable oll above the pipeline
cornecticn, in such tanks as cif 7.00 a.m. cn the Erffective Date hereof. All
such oil which has then been produced in accordance with established
allowables shall be and remain the groperty of the Working Interest Owner
entitled thereto, the same as 1Z the unit had ncot bkeen formed; and the
responsible Working Interest Owner shall prcmptly remove said oil frem the
unitized land. Any such oll not so removad shall be sold by Unit Operator for
the account of such Working Interest Owners, subject to the payment of all
Rovalty to Royalty Owners under the terms nereof. The oil that 1is in excess
of the prior allowable of the wells Zrom which it was produced shall be
regarded as Unitized Substances prcduced after Effective Date hereof.

(T

If, as of the Effective Date hereof, any Tract 1is over-produced with
respect to the allowable of the wells on that Tract and the amoun:t 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 Le charged to such Tract as having been
delivered to the parties entitled to Unitized Substances allocated to such
Tract.

SECTION 38. NO SHEHARING OF MARKET. Tzis agreement 1s not intended to
nrovide and shall not be construed to provide, directly or indirectly, for any
cooperative reiining, joint sale or marketing of Unitized Substances.

CRCTICN 29. STATUTCRY UMNITICATICI. If and when Working Interest Cwhners

owning &t least seventy-~rive percent (753%) Unit Participaticn and Royalty

GwWwners owning at least seventy-five percent (75%) Royalty Interest have become

parties to this Agrecment or have approved this Agreement in writing and such

Working Interest Owners have a.so become parties to the Unit Cperating

Agreement, Unlt Operator may rake application to the Division for statutory

unitization of the uncomnmitted interests pursuant to the Statutory Unitization
_ZU_
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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 arended in accordance with the following:

Section 14 of this Agreement shall be revised by substituting for

{1
the entire saild section the following:

"SECTION 14. TPACTS QUALIFIZD FOR PARTICIPATION. On and
ffective 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 Zirst three paragraphs of said section the following:

3

"SECTICN 24. EFFECTIVE DATE AUD TERM. This Agreement shall
ective on the ZIirst cay of the calendar month next following the
efifective dZate of the Division's order approving statutory unitization upon
the terms and conditiorns of this agreement, as amended (1f any amendment 1is
recessarv) to conform to the Livisicn's order; acproval of this Agreement, as
so amended, by the Land Commissicner; and the A.0O. 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
Agreemer.t cr ..otice thereof for record, and hence this Agreement shall not
become =Ifective, unless within ninety (90) days after the date ali other
prerecuisites for effectiveness of this Agreement have been satisfied, such
filing 1is approved by Working Interest Owners owning a combined Unit
Particiration of at least ceventy-five (75%) as to all Tracts within the Unit
Area.

"Unit Cperator shall, within thirty (30) days after the Effective Date of
this Agreement, file for record in the office cof the County Clerk of Chaves
County, llew Mexico, a certificate to the effect that this Agreement has become
erfective 1in accordance with 1ts 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 toc the Division's order approving
statutcry 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 statutcry 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 oI this Agreement has the effect of
reducins any Royalty Owner's participation in the prcduction of Unitized
Cubstances, such Reyalty Owner shall not be deemed to have hereby approved the
amended agrecment without the necessity of further approval in writing by said
Royalty Cwner; and

~21-~
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lract
"o. Description

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

T125-R31E

Sec. 27:
SWicr#4

NWiSER

40 NH-C15807
HBPD

40 MM-015607
HRTF

12.5%

Latilpsine "pe
To Unit Agreement

CACTUS QULEN

Chaves County, New

Basic
Royalty
Owner &
Percentaye
Uusa Phillips

Successor in
Interest to
Aminoil USA,

100%
UsSAa Phillips
2.5 Petroleum Company

Successor in
Interest to
Aminoil USA,
100%

Lessee of Record

Petroleum Company

Mexico

Overriding
Royalty Owner
Percentageoe
F. G. Breckenridge
.05% (PFI)
Etoile M. Bennett
.45 (PPI)
W. G. Ross
1.3125
Monty D. McLane
1.3125
Phillips Petroleum
Company - 3.1250

F. G. Breckenridge
.05 (PPI)

Fstoile M. Bennett
.45 (FPPI)

W. G. Ross

1.3125

Monty D. lMcl.ane
1.3125

Phillips Petroleum
Company - 3.1250

Working Interest
Owner & Percentage

Yates Drilling

Conpany - 50
Estate of Martin

Yates IIIT - 25
Lillie M. Yates =~ 25

Surface through
Oueen Fornmaotion

Yates Drilling

Companvy - K0s¢
Estate of Martin

Yateso III - 25
Lillie M. Yates - 25

Surface through
Queen Formation



EXHIBIT "B" Page -2-
To Unit Agreement
CACTUS QULEEN UNIT
Chaves County, New Mexico

Basic
Serial No. & Royalty Overriding
Tract No.of Expiration Owner & Royalty Owne: Working Interest
No. Ummoﬁwmﬁwom.anHmm Date of Lease Percentage Lessee of Record Percentage Owner & Percentag
2. T12S-R31E 40  NM-0256521 USA  Yates Drlg. Erlon E. Nowell 1.5 Yates Drilling
Sec. 34: HBP 12.5 Company - 50.00% R.F. Partrership, Company - 5
UEINWE Estate of Martin Ltd. 1.5 Est. of Martin
ém““%%ﬁﬂoim&. Yates III - 25.00 vates TTI - 2
Hecordh Title Holdavs Lillie n. Lillie M. Yates - 2
Yates - 25.00
Revese &\Ns\@o
4
2a. T1285-R31F 40 NM~-0256521 USA Yates Drlg. Erlon E. Nowell 1.5 Yates Drilling
Sec. 34: HEP 12.5 Company - 50.00% k.F. Partnership, Company - 5
NWINW} Estate of Martin Ltd. 1.5 Est. of Martin
Yates IIT - 25.00 Yates III - 2
Lillie M. Lillie M. Yates - 2
Yates - 25.00
3. T125-R31E 40 NM-15896 UsAa Yates Drlg. C.E. Strange - 2.0 Yotes Drilling
Sec. 34: HBP 12.5 Company - 50.00% George Globe - 2.0 Company -
NWINFE 2} Est. of Martin Est. of Martin
Yates IIT - 25.00 Yates III -
Lillie M. Lillie M. Yates -
Yates - 25.00
TOTAL 200.00 ACRES OF FLDERAL LANDS
4. T12s8-31E 40 LI-1648 St. of NM Yates Drilling None Yates Driiling
Sec. 27: 6-1-92 12.5 Company - 100% Company - 5
SEjSw} Myco Industries,
Inc. - 51
da. T12S-R31E 40 LH-1648 St. of NM Yates Drilling None Yates Drilling
MMO. 27: 6-1-92 12.5 Company - 100% Company - 51
HNEYSWi Myco Industries,

inc. - 51
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EXUIBIT

5 1

To Unit Agreement

Chaves County,

Basic

Serial No. & Royalty

CACTUS QUIIEN
New Mexico

unIlT

Overriding
Royalty Owner

Pagye

VVorking
Cwner

Percentage

NEINWL

a. T12S-R3LE

Sec. 34:
HWEINWY

5. T125-R31E

HWANEL

No.of Expiration Owner &
Acres Date of Lease Percventage Lesuece of Recoxd
,,,, 4c NM-0256521  USA <Ceorge L. F
oD 12.5 - 25.00%
M. lo.
z&@ A% onNg Y - 37.50
@mﬁ LN Dstataof lMartin
G/( Yatoeoo I 16,75
Lillie
Yates 18.75
40 NM-0256G521 [RESIA Coorage .
HLD 12.58 Willian: - 25.00%
Yates Drlg.
Company ~ 37.50
Eastate of Martin
vates ITT -~ 18.75
Lillie M.
Yates - 18.75
4C NM=-15896 Usa Yates Drlg.
IRP 12.5 Company - 50.00%
Est. ot Marti
Yates IIT - 25.00
Lillie M,
Yate:s. - 25.00
TOTAL 200.00 ACRES OF FEDERAL LANDS

r128-318

Cec. 27:
SFHiSWA

wa
.

ta. T12S-R31E

IS
Drilling
1009

Yatos

Company -

St. of NM
12.5

a0 LIH-1648
O-1-92

Yates Drilling
1003

40 LH~-1648

6-1-92

St. of M

12.5 Company -

Frion E. Novell 1.5
R.F. Partre:snip,

Ltd. 1.5
Frlon F. Nowell 1.5

R.F. Partnecrship,

Ltd. 1.5
C.E. Strangec - 2.0
George Globe - 2.0

None

None

Yates Drilling
Company

Fst. of Martin
Yates III

Lillie M. Yates

Yates Drilling
Conpany

Es«t. of Martin
ITII

Yates

Lillie M. Yates
Yatcs Drilling
Company

Fst. of Martin
Yates IIT
Lillie M. Yates

Drilling
Conpany

Myco Industries,
Inc.
Yates Drilling

Company
tiveo Industries,

Iuae.

-2-

Interest
& Percentage

[}

2!
2

50¢

50

501¢

50



EXHiprir "B" . Page -3-
To Unit Agreement

- xN CACTUS QUEEN UNIT
82! mu PACE Q@ Chaves County, New Mexico
Basic
Serial No. & Royalty Overriding
‘ract No.of Expiration Ovner & Royalty Owner Working Interest
. Description Acres Date of Lease Percentage Lessece of Record Percentage =~ Owner & Percentage
. T12S-R31E 40 ILH-1G48 St. of NM Yates Drilling None Yates Drilling
Sec. 27: 6-1-92 12.5 Company = 100% Company - 50%
SW4SWi Myco Industries,
Inc. - 50%

TOTAL 120.00 ACRES OF STATE LAMNDS

WMOD@WHEWF%HC@
200 acres Federal Lands - 62.50% of Unit
120 acres State Lands - 37.50% of Unit

TOTALS 320 acres 100,009
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RATIFICATION AND JOINDER OF UNIT AGREEMENT "(E

In consideration of the execution of the Unit Agreement for the
Developrment and Operation of the Cactus (Queen) Unit, County of Chaves, State
of New Mexico, dated November 1, 1989, in form approved on behalf of the
Secretary of the Interior and the Commissioner of Public Lands, the
undersigned hereby expressly ratifies, approves and adopts and confirms said

Unit Agreement, as fully as though the undersigned had executed the original
instrument.

This Ratification and Joinder shall be effective as to the undersigned's
interests in any lands and leases, or interests therein, and royalties
presently held or which may arise under existing option agreements or other
interests 1n unitized substances, covering any lands within the unit area in
which the undersigned may be found to have an o0il or gas interest.

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

EXECUTED this 11th  day of May , 1990.

United New Mexico Bank at Lea County
Attorney-in-Fact

For George H. and Lois M. Williams

A ) 3 i
B_Y; S I e 4 ]
George H. Williams Luc111e Da11ey

Senior Vice President

Address: P.0. Box 5614
Hobbs, New Mexico 88241

STATE OF New Mexico )
: S5
COUNTY OF Llea )

The foregoing instrument was acknowledged before me this _11th  day of

May » 1990 by United New Mexico Bapk at L a County,
Attorney-in- Fact for George H. and lois M Willijams by. Luc1?§e Da1 ey, Senidr Vice Pres.

My commission expires: a/)/ Aid 757_<\§ﬂ;4¢(4442
v 11-25-91 Notery Pyblic
T
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the CACTUS (QUEEN) UNIT AREA, County of Chaves, State of New
Mexico, dated November 1, 1989, in form approved on behalf of the Secretary of
the Interior and the Commissioner of Public Lands, and in consideration of the
execution or ratificaticn by other working interest owners of the contemporary
Unit Operating Agreement which relates to said Unit Agreement the undersigned
nereby expressly ratifies, approves and adopts said Unit Agreement as trully as
though the undersigned had executed the original agreement.

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

This Ratification and Joinder of Unit Agreement shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assians or successors
in interest.

EXECUTED this 14thday of May , 1990.

MYCO INDUSTRIES, INnC.

2

S

by e LA S

Attorné§<Zﬁ—Fact
P 7
105 South Fourth Street

Artesia, New Mexico 88210

STATE OF NEW MEXICO )
T 88
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this 14th day of
May , 1990 by Frank W. Yates, Jr., Attorney-in-Fact for HMYCO
INDUSTRIES, IliC., a New Mexico corporation, on behalf of said corporation.

Lorrie L A0t

Notary Public

My commission expires:

Auqust 28, 1991
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the CACTUS (QUEEN) UNIT AREA, County of Chaves, State of Hew
liexico, dated November 1, 1989, in form approved on behalf of the Secretary of
the Interior and the Commissioner of Public Lands, and in consideration of the
execution or ratification by other working interest owners of the contemporary
Unit Operating Agreement which relates to said Unit Agreement the undersigned
hereby expressly ratifies, avproves and adopts said Unit Agreement as fully as
though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned's
interests 1n any lands and leases, or interests therein, and royalties
presently held or which may arise under existing option agreements or other
interests in unitized substances, covering the lands within the Unit Area in
which the undersigned may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns oOr successors

in interest.

EXECUTED this 14thday of May , 1990.

LILLIE M. YATES
ESTATE OF MARTIN YATES IIT

By p/azwA%{z/? Aé;/1< //)7

Frank W. Yajes, Jr,;7Attorney—in—Fact

! for Lillie/M. Yates, individually
and, with S. P. Yates, Personal
Representatives of the Estate of
Martin Yates III.

105 South Fourth Street
Artesia, New Mexico 88210

STATE OF NEW MEXICO )

: S8
COUNTY GF EDDY )
The foreccing instrument was acknowledged before me this 14th day of
May , 1980 by Frank W. Yates, Jr., Attorney-in-Fact for

Lillie M. Yates, individually anrdé, with 5. P. Yates, Personal Representatives

of the Estate of Martin YatiipﬁiﬁﬁﬂalLLIE M. YATE
T L Paa f#
f\:‘ Y A , ’
My commission expires: \9 : S it ‘ a,bt4§tgg

August 28, 1991 Notary Public
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RATIFICATICN AND JOINDER OF UNIT AGREFMENT

In ccnsideration of the execution of the Unit Agreement for the
Development and Operation of the Cactus (Queen) Unit, County of Chaves, State
of New lexico, dated November 1, 1989, in £form approved on behalf of the
Secretary of the Interior and the Commissioner of Public Lands, the
undersigned hereby expressly ratifies, approves and adopts and confirms said
Unit Agreenent, as fully as though the undersigred had executed the original
instrument.

This Ratification and Joinder shall be effective as to the undersigned's
interests in any lands and leases, or interests therein, and royalties
presently held or which may ar:ise under existing option agreements or other
interests in unitized substances, covering any lands within the unit area in
which the undersigned may be Zcund to have ar o1l or gas interest.

This Ratificatior and Joinder shall be binding upcn the undersigned and
the heirsz, devisees, assigns or successors in interest of the undersigned.

FYECUTED this J cay ot ma"/) , 1990.

</

| D ety
%

—~

G. Breckenr*aae

acdress: P. 0. Drawer 4667
Midland, Texas 79704-4667

STATE OF T e X )
o , SRS
couuty ofF /0, A fand )

The feregoing instrument was acknowledged before me this 7 day of
A, , 1920 by F. G. Breckenridge.
/ - ;
/ / e ! 4
My commissicn expires: G (. (;7¢*”{a/uu(w
4

T - 20 7 Motary PuhZic
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RATIFICATION AWUD JOTNDEKR OF UNIT AGREEMENT

In censideration of the execution of the Unit Agreerent for the
Develorment and Cperation of the Cactus ({(Queen) 7Unit, County of Chaves, State
£ HNew Mexico, dated November 1, 1¢8%, in Jorm anproved on behalf or the
Cecretary of the Interior and the Commissioner o©f ©Public Lands, the
undersigned hereby expressly ratifies, approves and adopts and confirms said
Unit agreement, as ‘fully as though the underrigned had executed the original
instrunrent.

-~
P

2 Ratification and Joinder shall be effective as to the undersigned's
interests in any lands and leases, or interests therein, and royvalties
presentliv neld or which nay arise under existing option agreements or other
interests in unitized substances, covering any lands within *he unit area in

3
-

wnich <he undersigned mav ke Zcund to have an oll or cas interest.

This Ratificaticn and Joincer shall ke binding upon the undersigned and
the helvs, devisees, assigns ¥y SUCCHsS0r¢ in ilnterest of the undersigned.
r

- T
ZXECTTED this D0 A dav of C‘L{E/’LLJ./ , 1990,
- ) 1

'S -
> — 7 L7
C /sz,{/:./ VN o e

Ztoile lM. Bennett

Address: c¢/o T. G. Breckenridge
P. O. Drawexr 3000
Midlana, Texas 79702

——

STATE OF A )

i:s5

COUNTY OF ,U.LP oy

J\
The forerlng instrument was acknowledced kefore me this _,ij day of

k,ﬁJﬂVL, , 1990 by Etcile M. Bennett.
: : ? 3 -
My commissign ex/pi‘res: JA—\,L/)’Y\QL’ Lo g"/&f R \,}4(, A

(}(‘»L)\ -1 Hotary Public , ~
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RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit BAgreement for the
Dévelopment and Operation of the Cactus (Queen) Unit, County of Chaves, State
.0f New Mexico, dated November 1, 1989, in form approved on behalf of the
Secretary of the 1Interior and the Commissioner of Public Lands, the
undersigned hereby expressly ratifies, approves and adopts and confirms said

Unit Agreement, as fully as though the undersigned had executed the original
instrument.

This Ratification and Joinder shall be eftective as to the undersigned's
interests 1in any lands and leases, or interests therein, and royalties
presently held or which may arise under existing option agreements or other
interests in unitized substances, covering any lands within the unit area in
which the undersigned may be tound to have an 0oil or gas interest.

This Ratitication and Joinder shall be binding upon the undersigned and
the heirs, devisees, assigns or successors in interest of the undersigned.

EXECUTED this 17th  day cf May , 1990.

., M £ M e

Monty D3’ McLane

Address: P. O. Box 9451
Midland, Texas 79708-2541

STATE OF Texas )

1SS
covnTy oF Midland )

The foregoing instrument was acknowledged before me this 17th  day of
May , 1990 by Montyv D. McLane.

My commisgidm expires: 'AZ///;L %42%@/«&

Notlary Public

Coerpanet?



RATIFICATION AND JCINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreerent for the
Develcpment and Operation of the Cactus (Queen) Unit, Ccunty of Chaves, State
cf New Mexico, dated lovember 1, 1962, in forr. approved on bkehalf of the
Secretary of the Intericy ana  the Commissioner of Public Lands, the
undersigned hereby expressly ratifies, approves and adopts and confirms said
Unit Agreenment, as fully as though the undersicned had executed the ori
instrument.

inal

S &3

ris kRatificaticn and Joinder snhail be effective as to the undersianed's
interests in any lands a&and leases, or 1interests therein, and rovalties
presentlyv reld or which may arise under existinc coption agreements or other
: ¢+ ir. unitized substances, covering any lands withiin the unit avea in
wricn the undersignead nay ke found to ave an ¢l1l or gas interest,

This Fatification and Jcinder shall be bkinding upor the undersigned and
the heirs, devisees, assigns or succesccors in interest of the undersicned.

- . . "W 5 I/’y/} -
EXECUTED this f cay of ~bean , 19¢C.
T PHILLIPS PETROLEUZ-I COMPANY
,/\' B /’ "1— (::L;_/~
S B G R
J./E. Carlton LAy
Attorney-in-Fact
LGlress: 4001 Penbrook
GCcessa, Texas 78752
httention: J. E. Carlton
STATE OF TEXAS )
TS
COUNTY OF  ECTOR )
at—
The . foregoing instrument was acknowledged before me this / dav of
7| ree . , 199C by J. E. Carlton '
Attornefiin—FaCt for PHILI.IPS PETROLEUM CCHEALY, a Delaware
corrcration, on kehalf cf said corporation. .
N s : A
)/ )/}“ e Kj > £~~~
My commiszlon expires: S [V C VN :JQJf\éii
1/27/91 Fotary Public

MARIANNE BISHCOP
Notary Pubtic
STATE OF TEXAS

My Comm. Exp. Jan. 27, 1581

s b S L LS . L

N e o |
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RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration oI the execution of the Unit Agreement for the
‘Development and Operation of the Cactus (Queen) Unit, County of Chaves, State
cf UNew Mexico, dated November 1, 1989, in form approved on behalf of the
Secretary of the Interior and the Commissioner of Public Lands, the
undersigned hereby expressly ratifies, approves and adopts and confirms said

Unit Agreement, as fully as though the undersigned had executed the original
instrunent.

This Ratification and Joinder shall be effective as to the undersigned's
interests 1in any lands and leases, or interests therein, and royalties
presentlyv held or which may arise under existing cption agreements or other
interests in unitized substances, covering any lands within the unit area in
which the undersigred mav be found to have an o0il or gas interest.

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

EXECUTED this &(é cay of A/A-IL , 1990.

gf&gw&’z_

Erlon E. Nowell

LGdress: 2735 South St. Paul
Denver, Colorado 80201

STATE OF 4((,/}4—00 )
Crv fuv 1SS
COUNTY OF Jaye/t )

The foredoing instrument was ackngwledged before me /this 2& day of
éoﬂ.u_ , 1990 by//l !
;/

on
My commissign expires: / J{f/é ' '. I/LL/LWa(
1/ /X 733 Notary Fublic _ y
7 /
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RATIFICATION AND JOIMDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the
Development and Operation of the Cactus (Queen) Uni*, Cecunty of Chaves, State
of New Mexico, dated liovember 1, 1989, in forn approved on behalf of the
Secretary of the Interior ard the Commissioner of Public Lands, the
undersigned hereby expressly ratifies, approve: and adopts and confirms said
Unit Agreement, as fully as theough the undersigned had executed the original
instrument.

Trhis Ratification and Joinder shall be effective as to the undersigned'
interests in any lands and leases, or interests therein, and royalties
presentiy held or which may arise under existing option agreements or other
interests in unitized substances, covering any lands within the unit area in
which the undersigned nay be found to have an cil or cgas interest.

)

This Patification and Joinder shall be h rdlng upcn the undersignec and

the heirs, devisees, assigns oY csuccessors in terest of the undersigned.
e ‘
1o 1 45’ o £ %’ e hKeXeTn
EXECUTED this day of ) sy ¢ , leog,
Iz A s

¥, PARTUERSLI?, LTD.

g@////ﬁ/

;_51/’4/ /éj -‘f—‘\[

AcZrecss: P. . box 243

A~

Whect ri1dge, Ceoleorado 80034-1243

STATE OF fo{f.,y// )

1SS
COouNTY OF /y,/gf A0 )
ﬂ 7l
) The forecoling instrument was ac}n0wledu d Dgfore e tiils 7() day o~
' f
it V1590 e il Loail ,

for R. F. PA?TVLPDIIP, LT,

wires: —/< J e /K,_,,é,_/q

ot"”flubilc

Mv commissicr. e

Ay Commioien Cr T 75,1553 S -

-~
L350 VCowen p::!,v. rd

Wheat Ridzge, Cslorado £6033
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RATIFICATION AND JOIUDER OF UL1T AGREEMENT

In ccnsideration of  the execution of the Unit Agreement for the
Develcpment and Operaticn of the Cactus (Queen) Unit, County of Chaves, Sta
of New Mexico, dated Noverber 1, 1989, in ferm approved con behal?s of the
Secretary o¢f the Interio: and the Commissioner of Public Lands, the
undersigned hereby expressiy rati
Unit Agreement, es fullv asz thoug
instrument.

fies, epproves and adopts and confirms saild
n the undersigned had executed the original

This Ratificat:on ena Joinder shall be eifective as to the undersiuned's
interests in any lanés and leases, or intercsTs thereir, and royalties
presentlv heid or which may arise under exilsting cption agreenerts or other
interests in unitized supstances, coverirg anv lands within the vnit area in
which the undersicored mav L+« Jcund to have ar il Or G&s ihiereszt.
Thi:

the heirs, devisees

[
1
Lo
ct
b
[
',l
~
o
vt
s
9}
'3
3]
o}
(e}
Y
O
o
"
ol
()
s

pindinc upon the undsrsigned and

o Irterest o

1

, &ssicnrs cr zuce tlie unaercigred.

EXECUTZE this 19th “av oz March Lo1een

e, levace 8%«
STATE O Nevada
:ss
ZoMITY OF Washoe
The Ioteolng Instrur- WAL acknowlodued helfore 19th bl
March . 280 by C.
My commission s nnlres:

10-28-90 o lonory

q RAY C. PATINOG
“éakﬁi NOTARY TURLIC - NEVADA

LG CAFSON CITY H
™, ’2/ 4 28,

4
¢
§
Ly

T
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RATIFICATION AND JOINDER OF UNIT AGREIEMLNT

icn of the execution o the Unit Agreement ror the
Developrent and Cperatiocn of the Cactus ({ueen) Unit, County of Chaves, State
of YNew ico, cated Novemper 1, 198S%, In form approved on behalf of the
Secretary o¢f cthe Intericr and the Commissicner of Public Lands, the
undersicned herebw expressly ratifies, ,-proves and adopts and confirms said
Unit fgreement, as- fully as thcough the undersigned had executed the original
instrument.

In consicderati
+

eX

Thig FRatvificaticn and Joinder shall be eifective as to the undersigned’'s
interests 1n any tands and leases, or interests therein, and royalties
presentiy neld or which mav arisc under existing option agreements or other
irterests in unitized substances, covering any lands within the unit area in
which =hs undersicnea may pe Zound to have ar ¢il or gas interest.

atification ana Joinder sfhall e binding upon the undersigned and
deviseses, asslins Or 3uccessors in interest of the undersicane«d.

ZXTCUTEID this I\\,/: T

FCUT ST ay of \\\qj(h , 1990.

George Globe
Address: P. O. Box 40577

3akersfield, California 93384

\ o
STATE oykf-\_ N s )

\ S :
COUNTY OF ¥'~& )

YA
The foregoing instrunent was acknowledged before me thlS:Q;LW’*V\ day of

\fi\zlg -\~ , 1990 by George Globe. )
[ \\ !
( \ F‘ \ \“k\ )
My comnmission expires: N : YV (O
V- Ty ;(ﬁ Notary Publlc
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TANE —

Umted States Department of the Interior e m—
L 1
. ——
L X BURFAU OF LAND MANAGEMENT S
S8 AL 10 il BOSWELL DISTRICT OFFICE - o=

P.O. BOX 1397

ROSWELL, NEW MEXICO 88201

Cactus Queen Voluntary Unit
3180 (065)

Yates Drilling Company
105 S. Fourth St. {g&ﬂ
Artesia, NM 88210 MAY 08 1

Gentlemen:

Your application of April 17, 1990, filed with the BLM requests the designation
of the Cactus Queen Voluntary Unit area, embracing 320.00 acres, more or less,
Chaves County, New Mexico, as logically subject to secondary operations under
the unitization provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 43 CFR 3180, the land requested as outlined on
your plat marked Yates Drilling Company, Cactus Queen Voluntary Unit, Chaves
County, New Mexico, is hereby designated as a logical unit area for the purpose
of conducting secondary recovery operations. Waterflooding will be limited to
the following interval: 50 feet above the top of the Queen formation to a lower
limit as the base of the Queen formation, as defined by section 2(G) of the unit
agreement. This designation is valid for a period of one year from the date of
this letter. The proposed waterflood unit contains two (2) undrilled 40 acre
tracts which are to be drilled within 2 years of approval of the unit.

Your basis for allocation of unitized substances and vour proposed form of unit
agreement are acceptable. Corrections requested by the Bureau of Land
Management are shown in red on page 17, second paragraph, of the Form of
Agreement and on Exhibits A and B.

If conditions are such that further modification of said standard form is deemed
necessary, three copies of the proposed modifications with appropriate
justification must be submitted to this office for preliminary approval.

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

When the executed agreement is transmitted to the BLM for approval, include the
latest status of all acreage. In preparation of Exhibits "A" and "B", follow
closely the format of the sample exhibits attached to the reprint of the
aforementioned form.



Inasmuch as this unit agreement involves State land, we are sending a copy of
the letter to the “Commissioner of Public Lands. Please contact the State of New
Mexico before soliciting joinders regardless of prior contacts or clearances
from the State.

Sincerely,

(GRIG. SGB.) JOE-G. LARA

Joe G. Lara
Assistant District Manager,
Minerals

Enclosures
1 - Exhibit A & B
2 - Page 17 of Unit Agreement

cc:
V/’Commissioner of Public Lands, Santa Fe
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SUTE Lee OrICE

W. R. Humphries
COMMISSIONER
Advisory Board

George Clark
Chairman

Kristin Conniff
Vice Chairman
Melvin Cordova
Joe Kelly
Robert Portillos
Nancy Lynch Vigil
Rex Wilson

State of New Mexico
Commissioner of Public Lands

May 22, 1990

Yates Drilling Company F(it>
105 South Fourth Street Lj'
Artesia, NM 88210

ATTN: Mr. Cy Cowen

RE: Approval of Cactus (Queen) Unit
Chaves County, New Mexico

Gentlemen:

Please be advised that the Commissioner of Public Lands has this
date granted final approval to the Cactus {(Queen) Unit located in
Chaves County, New Mexico. The effective date of the Unit
Agreement is today, May 7, 1990.

Our approval is subject to like approval by the New Mexico 0il
Conservation Division.

We have enclosed 5 Certificates of Approval for the Cactus Gueen
Unit.

If we may be of further help, please contact this office at (5035}
827-5744.

Very truly vours,

W.Rk. HUMPHRIES
COMMISSIONER OF PUEBLIC LANDS

BY.E*C{vd&leuwk*“

FLOYD O. PRANDO, Director
0il and BGas Division
{(5S05) 827-57464

WRH/FOP/bs

enclaosures

cc: OCD - Santa Fe, New Mexico
BLM — Roswell, New Mexico

P.0. Box 1148 Santa Fe, NM 87504-1148 (505) 827-5760



YATES DRILLING COMPANY PEYTON YATES

PRESIDENT
105 SOUTH FOURTH STREET — (505) 746-9889
FAX (505) 746-6480 S. P. YATES
TELEX 508891 (YPCART) VICE PRESIDENT
ARTESIA, NEW MEXICO 88210 RANDY G. PATTERSON
SECRETARY

DENNIS G. KINSEY
TREASURER

May 21, 1S90

Commissioner of Public Lands
P. O. Box 1148
Santa Fe, lNew Mexico 87504-1148

Re: Cactus Queen Unit
Township 12 South, Range 31 East, NMPM
Chaves County, New Mexico

Gentlemen:

The proposed Cactus Queen State Unait is made up of the following acreage
totaling 320 acres:

Township 12 South, Range 31 East
Section 27: WiSE4, E4SW%, SWiswi
Section 34: NiNWi, NWINE%
Chaves County, New Mexico

By Ratification and Joinder to the Unit Agreement and Unit Operating Agreement
by all ot the working interest owners, please be advised that 100% of the
described acreage has been committed to the Cactus Queen Unit.

Therefore, enclosed please find three (3) originally signed copies of the Unit
Agreement and Unit Operating Agreement.

We respectfully request final approval ot the Cactus Queen Unit.
Thank you for your concern in this matter.
Very truly yours,

YATES DRILLING COMPANY

Cy Lowgn

' Associate Landman

CC/bp
Enclosures



NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

Cactus (Queen) Unit Chaves County, New Mexico

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated November 1, 1989 ,which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

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

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

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable o0il and gas under its lands within the area.

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

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

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 22nd day of May , 1990

COMMISSIONER OF PUBL
of the State of New Mexico




State of New Mexico
Commissioner of Public Lands

W. R. Humphries
COMMISSIONER April 19, 1990

AcD

Advisory Board

GeorgeClark  yates Drilling Company
C“m“f 105 South Fourth Street
Krstin Connift  Artesia, New Mexico 88210

Vice Chairman
Melvin Cordova
Joa Kelly ATTN: Mr. Cy Cowan
Robet Portilos RE Proposed Cact 2 Volunt Unit
. : r
Nancy Lynch Vigi ChaSes Couiiy?sNezeﬁgxigoun ary o
Rex Wilson

Gentlemen:

We received your letter, dated April 17, 1990, requesting final
approval of the Cactus Queen Voluntary Unit and the  following
enclosed information:

1. Two copies of the draft Unit Agreement

2. Two copies of the draft Unit Operating Agreement

3. Engineering and Geologic Report

4. OCD Orders R-9075-A and B

9. Filing fee in the amount of sixty dollars ($60.00).

This office has reviewed the unexecuted copy of the unit
agreement submitted for the proposed Cactus Queen Voluntary Unit
Area, Chaves County, New Mexico. This agreement meets the
general requirements of the Commissioner of Public Lands who has
this date granted vyou preliminary approval as to +form and
content.

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

In order to grant finmal approval to this proposed unit, we
require the following additional information:

1. Initial Plan of Operations

2. Ratifications of Lessees of Record and Working Interest
Owners. Please submit two sets of ratifications: one set must
contain original signatures.

3. A letter that identifies which tracts have been

committed and which are not committed to the Unit Agreement.

P.0. Box 1148 Santa Fe, NM 87504-1148 (505) 827-5760



If we may be of further help,
Susan Howarth at (505) 827-57%1.

Very truly yours,

W.R. HUMPHRIES
COMMISSIONER OF PUBLIC LANDS

\j‘,ﬂo.r,(q W\W

FLOYD O. PRANDO, Director
0il and Gas Division
(503) 827-5744

BY:

WHR/FOP/SMH

please do not hesitate

to

call



STATE OF NEW MEXICO

ﬁ%\i\ ENERGY, MINERALS AND NATURAL RESQURCES DEPARTMENT
H (€}
A OIL CONSERVATION DIVISION
GARREY CARRUTHERS POST OFFICE BOX 2088
December 20, 1989 S e S,
(505) 827-5800
Mr., William F. Carr Re: CASE NO. 9809
Campbell & Black ORDER NO. R-9075
Attorneys at Law
Post Office Box 2208 Applicant:

Santa Fe, New Mexico
Yates Drilling Company

Dear Sir:

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

Sincerely,

FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec OCD

Other




December 18,

Citozo . o an 810 Meadow Pl:
oo dlvisioy Roswell, N. M
evsinel 82!

‘BIDEC 1S Am g g

State of New Mexico
Energy And Mineral Department
0il Conservation Division

P. 0. Box 2088

Santa Fe, N. M. 87501

Re: Division
To be heard’

Gentlemen:
We, the Doyal family will not appear but we do ask that this letter be read to all parties
interested.

We strongly oppose any water flooding on or within '1320'feet of any Doyal fee land. We
can no longer trust Yates Drilling and associates because of their drilling of the Gallaghe
well on a 330-330 measurement with Doyal fee land on two sides.

Yates set casing on Doyal #3 and Doyal #4 through the pay zone and perforated, (just one tim
in the water zone. Four years has passed and no correction has been made.

Doyal #2 and Doyal i#4 both have a common collector line going into a common tank battery lo-
cated at Doyal #f. There isn't any way of knowing how many barrels are pumped from Doyal
#4 but cach time we have drawn a sample from the tubing head, themrhas been less than one
inch of oil in a gallon measurement. The balance was water.

Ve believe by this that Yates Drilling Company and associates are attempting to waterflood
160 acres of Doyal fee land where they have only been paumping 80 acres. We would appreci-
ate an investigation by your office concewing this matter.

Enclosed please find a copy of certified article P567 641 525 of letter sent to your offic
November 7th of this year pertaining to this same matter. We ask that this be read at the
hearing. The offer we stated at that time applies word for word with the exception that
this offer is to be extended for a period of thirty days.

o

_ Ty
L’ ol /) ,
i 7 / ,

= Sincerely, =
LCD:ah Power of attorney
Allen Doyal heirs
One enclosure Registered Chaves Co

Roswell, MN.'"MJ




CAMPBELL 8 BLACK, r.A.

LAWYERS
JACK M. CAMPBELL . JEFFERSON PLACE
BRUCE D. BLACK SUITE 1 - 110 NORTH GUADALUPE

MICHAEL B. CAMPBELL
WILLIAM F, CARR
BRADFORD C. BERGE SANTA FE, NEW MEXICO 87504-2208
MARK P SHERIDAN TELEPHONE: {505) 988-442|
J. SCOTT HALL
JOHN H, BEMIS
WILLIAM P. SLATTERY
PATRICIA A, MATTHEWS

POST OFFICE BOX 2208

TELECOPIER: {(505) 983-6043

November 28, 1989

HAND-DELIVERED ]

William J. LeMay, Director RECEIVED

Oil Conservation Division

New Mexico Department of Energy, NOV 98 1989
Minerals and Natural Resources

State Land Office Building OIL CONSERVATION DIVISION

Santa Fe, New Mexico 87503

Re: Oil Conservation Division Case No. 9809: )
In the Matter of the Application of Yates Drilling Company for Statutory
Unitization, Chaves County, New Mexico

Oil Conservation Division Case No. 9810:
In the Matter of the Application of Yates Drilling Company for a Waterflood
Project, Chaves County, New Mexico

Oil Conservation Division Case No. 9823:
In the Matter of the Application of Yates Drilling Company for a Unit
Agreement, Chaves County, New Mexico

Dear Mr. LeMay:

Enclosed is a letter which we request be included in the hearing file in the above-
referenced cases.

Your attention to this matter is appreciated.

Vgry truly yours,

.

WILLIAM F. CARR
WFC:mlh
Enclosure




F. G, PBrockennidye

P.O. BOX 4667 ¢ MIDLAND, TEXAS 79704

October 26, 1989

RECEIVED
Mr. William F. Carr, Esqg.
c/o Campbell & Black, P.A. Lawyers OCT:3O\989
P.O. Box 2208 K
Santa Fe, New Mexico 87504-2208 CAMPBFI L & BLRAC

In RE: Application of Yates Drilling Company
For Approval of a Waterflood Project,
Chaves County, New Mexico

Dear Mr. Carr:

This will acknowledge receipt of your letter of October
11, 1989 in which you advise in part, "Failure to appear
at the hearing or otherwise become a party of record in
this case we'll preclude you from challenging this
matter at a later date"”.

I do not plan to appear at the hearing but I would not
wish to forfeit my right to consider and challenge this
matter at a 1latter date. Accordingly, I would
appreciate your observing this and consider me "A party
of record".

Yours very truly,

FGB/kxr

N




<
"_'4
<

RN :i% CIvISION

I
[ )

'8INOU 13 AP 1g 33

Vol

November 5, 1989

State of New Mexico

Energy & Mineral Department
0il Conservation Division
P.0. Box 2088

Sante Fe, NM 87501

Gentlemen:
In the matter of Case 9823 to be heard 11-15-89 at 8:15 AM.

As you can see by the attached papers, we are somewhat confused by the
actual date of hearing, but our letter (certified article P567-646-635) still
applies.

Due to ill health, none of the Doyal Family will be present.,

If Yates Drilling & Associates believe they must have the Doyal fee land
for waterflooding, we are prepared to make one final firm offer which is good
through 11-30-89.

It is our understanding that an equal amount of oil (in this case more)
will be recovered from waterflooding than the original pumping. Therefore,
we are prepared to accept a one time payment equal to the barrels already
pumped since completion cf Doyal #l-2-3-4. This will be as of Navajo Refining
records. Price per barrel will be paid as quoted by Navajo Refining as of
12.7-89.

In return, Yates Drilling Co. & Associates will have free hand to waterflood
any well or wells as they see fit on the Doyal fee land. This does not apply
to Nw of SWi of Section 26 T12 SR31E or SE: of SW} of section 26 T12 SR31E.
Any drilling on these will be treated as the original lease.

This means the Doyal Family will draw no money - not even Rl checks for a
period of two years., This amount will be divided by the Yates Drilling Co. &
Associates as they may see fit,

This agreement will last for a period of two years - 12-16-89 to 12-15-91
inclusive,
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All paper work and agreememts to be drawn by Yates Drilling Co. and aprroved
by Louis C. Doyal,

A1l this pertains to the 3200 foot level,

If Yates Drilling Co. cannot accept this, than we, the Doygl Family,
strongly oppose gny waterflooding on the Doyal fee land or withim 1320 feet of
any Doyal fee land. We look forward to the Commission to give us a favorable
hearing.

Just so there will be no misunderstanding - the price will be:

Number of barrels pumped since completion of Doyal #1-2-3-4 X's
price per barrel as quoted by Navajo Refining as of 12-7-89, Only
the number of barrels paid to the Doyal Family by Navajo Refining

as Rl will apply. Not hearing from Yates Drilling Co. by 11-30-89
makes this offer null and void.

K P <

foiein € Tanser
Louis C. Doyal
810 Meadow Place
Roswell, NM 88201
(full power of attorney in this

matter for the Allen Doyal heirs,

as registered in Chaves County

Courthouse in Roswell, NM)
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CAMPBELL & BLACK, Pr.A.

LAWYERS
JACK M. CAMPBELL JEFFERSON PLACE
BRUCE D. BLACK SUITE | - 11O NORTH GUADALUPE
MICHAEL B. CAMPBELL
WILLIAM F. CARS POST OFFICE BOX 2208
BRADFORD . BERGE SANTA FE. NEW MEXICO 87504-2208

MARK F. SHAERIDAN
J. SCOTT HALL
JOHN H., BEMIS TELECOPIER: (805) 983-6043
WILLIAM P S_ATTERY
MARTE D. LIGHTSTONE
PATRICIA A, MATTHEWS

TELEPHONE: (505) 988-442!

October 24, 1989 RECEY

HAND-DELIVERED

William J. LeMay, Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
State Land Office Building

Santa Fe, New Mexico 87503

Re:  Oil Conservation Division Case No(_ /9809;
In the Matter of the Application of Yates Drilling Company for Statutory
Unitization, Chaves County, New Mexico

e ”\
Oil Conservation Division Case No, 9810: -
In the Matter cf the Application of Yates Drilling Company for a Waterflood
Project, Chaves County, New Mexico

Dear Mr. LeMay:

Yates Drilling Company requests that the Division continue the above-referenced hearing
from the November 1, 1989 Examiner docket to the November 15, 1989 Examiner docket.

Your assistance in this matter is appreciated.

ery truly yours,

.

WILLIAM F. CARR

WFC:mlh

cc:  Mr. Toby Rhodes
Yates Drilling Company
105 South Fourth Street
Artesia, New Mexico 88210
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October 21, 1989

State of New Mexico

Bnergy & Mineral Depariment
0il Conservatiom Division
P.0. Box 2088

Sante FPe, NM 87501

Gentlemen:
In the matter of Case 9809 & 9810 to be heard 11-1-89 at 8:15 AM.

We, the Doyal Pamily, ownimg 100% royalty of 240 acres of the Cactus Queen
Unit, T 12 S, R 31E, do strongly sppose any water imjection into any fee land
listed on this proposal or withim 1320 ft. of any fee land owned by the Doyal
Family, In no way would this be accepiable, as we feel this would rob the Doyal
Family of many barrels of 0il, as Doyal #3 and Doyal #4 wereperforated below the
pay zone, as on record in hearing before your Board in Oase 8502, Yates Drilling
Co. has made no effort to correct this,

Any water injection as proposed will kill any production well or any non-
production well in the Doyal Lease. There are many more dry wells in the
surrounding area that could be used for water injection.

Yates Drilling Co. has other options, such as, shutting down completely all
operations on the Doyal lLease and returning it to the Doyal Family. They can
waterflood their own 320 State & Pederal in sec., 27 and 34 as long as no injection
of water is made no nearer than 1320 ft. of the Doyal Fee Land. Yates could, also,
g€o back and right the wrongs we feel that they have caused, which ineludes drilling
the eighty acres left undrilled by making dry holes out of Doyal #3 and Doyal #4
by faulty elevations and perforations,

we ask that this matter not be brought before the Board again until the
aforementioned corrections are made,

The Doyal Family believes Gallagher State #1 sheuld never have been allowed
to be drilled at its present location 330-330 with Doyal Fee land on two sides,
There is no reason for an unorthodox location. (Exhibit I, Page 3)
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Doyal #3 & Dayal #4 were perforated below the pay zone as shown by comparison

of elevation given by Yates, (Page two of Exhibit I and the Dick Wright Enginer~
ing report - Exhibit #2).

If this wasn't planned in advance, why would Yates circulate the cement
on the long string in Doyal #3 as shown on Page Two, Exhibit I?

Is it possible Yates will acquire a larger percent of total number of barrels
recorded from State and Federal lands than from the Doyal land? (Exhibit II1I)

It is our belief, and records show the largest percent of 0il recovered in
the Cactus Queen Unit would come from the Doyal Lease as forced out by water
irijection, into other wells,

We request that this protest be read at this hearing,

Due to ill health, none of the Doyal Family will appear at the hearing,

Louis C. Doyal

810 lNeadow Place

Roswell, NM 8201

(full power of attorney in this
matter for the Allen Doyal heirs,
as registered in Chaves " surty
Courthouse in Roswell, NM)
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