January 14, 2008 ,?&?g i

Beach Exploration, Inc

Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Cases /3552

Re:  Fastland Queen Unit And /3953
OCD Order No. R-12833 dated 10/25/07
Certificate of Effectiveness '

Gentlemen:
Beach Exploration, Inc., as operator of the Eastland Queen Unit has prepared the

Certificate of Effectiveness for the subject unit that has been recorded in the Eddy County
records in Volume 721, page 345; a copy of the same is enclosed for the Division’s file.

Please contact me if you have any questions recording the enclosed.

Very truly yours,

/%c/ /

uhe Beach LeMon

800 N. MARIENFELD « SUITE 200  MIDLAND, TX 79701-3382 o OFFICE (432) 683-6226 « FAX (432) 683-1038
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CERTIFICATE OF EFFECTIVENESS - wECEIVED UL

EASTLAND QUEEN UNIT

Beach Exploration, Inc., the operator of the Eastland Queen Unit (the "Unit"), hereby certifies that
the Unit becomes effective at 12:01a.m., January 1, 2008 due to the following approvals:

The Unit was approved by the New Mexico Oil Conservation Division by Order No. R-

1.

12833 dated October 25, 2007, a true and correct copy of which is attached hereto as
Exhibit "1".

2. On December 1, 2007 the Commissioner of Public Lands of the State of New Mexico
executed his Certificate of Approval of the Unit, a true and correct copy of which is
attached hereto as Exhibit "2".

3. The Unit was approved by (a) more than 75% of the working interest owners in the Unit,
listed in Exhibit 3 attached hereto, and (b) more than 75% of the royalty owners in the
Unit, listed in Exhibit 4 attached hereto True and correct copies of the ratifications of the
Unit are attached hereto as Exhibit 5.

4. The Unit Agreement for the Development and Operation of the Eastland Queen Umt was
recorded on November 16, 2007 at Eddy County Records Book 717, Page 542, (records of

-Eddy County, New Mexico).
5. The Unit comprises the following lands located in Eddy County, New Mexico:
Township 19 South, Range 29 East, N.M.P.M. |
Section 1: N/2, W/2 SW/4, NE/4 SW/4, NW/4 SE/4
Section 2: SE/4 NE/4, SE/4 SW/4 & SE/4
Section 11: N/2
Containing 1040.1 acres, more or less
BEACH EXPLORATION, INC.
/ol g
Robert N. Hinson, Vice President
800 N. Marienfeld, Suite 200
Midland, Texas 79701
STATE OF TEXAS §
§
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me this ZQ 4 day of D&&ember\

, 2007 by Robert N. Hm@p&me -President of Beach Exploration, Inc., a Texas

- corporation, on behalf of the cor oratlon "
i " X \J\D/W\f 0N\ EU\\{

‘ulie LeMond

I
.each Exploration Inc This instrument was not adequate for satisfactory

00 N Marienfeld Ste 200’
idland TX 79701

N\
Notary Public in and for the §1ate of T e)tas
My Commission Expires: _J~0Y~ 0 “

SO, BRENDA FAYE MARTIN
~ 2 Notary Public, State of Texas
! My Comrmission Expires

Z,,,g,g,‘“k January 09, 2011

.”o

. RECORDER’S MEMORANDUM

R

i {\

|recordat10n due to illegibility, carbon or photocopy, {
discolored paper, etc. All blockouts, additions &
changes were present at the time of recordation
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EXHIBIT 1

: STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
-OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF '

'CONSIDERING THE: _
APPLICATION OF - BEACH EXPLORATION, INC. FOR STATUTORY

UNITIZATION, EDDY COUNTY, NEW MEXICO
‘ : CASE NO. 13972

- APPLICATION OF BEACH EXPLORATION INC. FOR APPROVAL OF A

WATERFLOOD PROJECT AND TO QUALIFY THE PROJECT AREA FOR

THE RECOVFRED OIL TAX RATE, EDDY COUNTY, NEW MEXICO
: : ' CASE NO. 13973

" ORDER NO. R-12833

ORDER OF THE DIVISION |

BY THE DIVIE;ION

These cases came on for hearing at 8: 15 a.m. on October 12 2007 at Santa Fe,
New Mex1co before Exammers William V J ones and David K. Brooks

NOW, on this 25 .day of October, 2007, the Division Director,- having considered

~ the testimony, the record and the recommendations of the Examiners,

FINDS THAT:

(1) Due public notice has been gwen and the Division has _]urlSdICthI‘l of this
case and its subject matter.

2) In Case No. 13972, Beach Exploration, Inc. (“Beach” or “applicant”),

-seeks the statutory. unitization, pursuant to the Statutory Unitization Act, Sections 70-7-1

through 70-7-21, NMSA 1978, of 1040.1 acres, more or less, being portions of the
Turkey Track—_Seven Rivers- Queen-Grayburg-San Andres Pool (61020) and the East
Turkey Track-Queen Pool (60920), in Eddy County, New Mexico, to be known as the
Eastland Queen Unit, (the “Unit Area). The applicant further seeks approval of the Unit
Agreement and the Unit Opérating Agreement; which were submitted in ev1dence as

applicant's Exhibits No. 2 and 3, in this case.

(3) In Case No. 13973, Beach secks approval of a waterflood project for the
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injection of water into the Queen formation within portions of the Turkey Track-Seven
Rivers-Queen-Grayburg-San Andres Pool and -the East Turkey Track-Queen Pool,
initially through conversion to injection of thirteen existing wélls in Phase I, then
conversion to injection of up to five additional wells as needed, said 18 proposed
injection wells are shown on Exhibit "A" attached to this order. Beach also seeks to
quality the proposed project as an "Enhanced Oil Recovery Project” pursuant to the
"Enhanced Oil Recovely Act" (NMSA 1978 Sections 7-29A-1 through 7-29A-5, as

amended).

(4) Cases No. 13972 and 13973 were consolidated at the hearing for the
purpose of testimony. Because the cases involve the same property and subject matter, a
' smgle order 1s being 1ssued for both cases.

(5) ~ The ploposed Unit Area consists solely of State of New Mexico leases on
lands specmcally descrlbed as follows : :

Tov’vnshiu 19 South, Range 29 East, NMPM. Eddy County. New Mexico

Section 11 N/2, W/2 SW/4, NE/4 SW/4, NW/4 SE/4
Section2:  SE/4 NE/4, SE/4 SW/4, SE/4
~Section 11: © N/2

- (6) The proposed vertical extent of the Unitized Formation is. that-interval
“underlying the Unit Area extending from 100 feet above the top of the Queen Sand and
100 feet below the base of the Queen Sand, said Queen Sand interval occurring between
2335 feet and 2408 feet as shown by Schlumberger’s Compensated Neutron/Litho- -
Density open hole log dated 6/18/87, in the Eastland Oil Company PJ State “A” Well No.
5, located 2310 feet from the South line and 2310 feet from the East line of Section 1,
Townsh1p 19 South, Range 29 East, NMPM, Eddy County, New Mexxco

(7) _Thc proposed Unit Area lies wholly within the horlzontal extent of the
Turkey Track-Seven Rivers-Queen-Grayburg-San Andres Pool discoyered in 1943, with
the exception of that portion of the Unit Area in the .S/2 of Section.1, which lands are
contained within the East Turkey Track-Queen Pool. All Turkey Track pools, because of
low plOdLlCthlt), were included in Commission Order No. R-199, issued November 13,
1952, which did not change well spacing or density but ‘granted exemptions from Gas 011
Ratio (“GOR?”) reporting requirements and from any ‘GOR based production limitations.

(8) Devon Energy Production Company, L.P. (“Devon™), Myco Industries,
Inc. (“Myco”), and Snow Oil & Gas, Inc. (“Show”), entered appearances in each of these
cases. Devon and Myco appeared at the hearing and withdrew any opposition previously
stated. Snow presented a statement at the end of the hearing expressing a concern about
the effect of injection on its offsetting producmg wells and gathered additional

information at the hearing.

(9)  Beach presented land, geology, and engineering testimony as folloWs:
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(2)  Approximately one year ago, Beach. purchased some of Eastland
~Oil Company’s (“Eastland”) interests in this area. Eastland has agreed to
participate with the remainder of its interests. Beach has been in negotiations -
with Myco since December of 2005 and with Devon since February of 2007. In
May of 2007, Beach had a meeting of owners within the proposed unit.

(b) The proposed: unit area contains five separate tracts owned by
seven different working interest owners and ten royalty or overriding royalty
owners. FEach tract internally has identical ownership within the proposed
Unitized Formation. Eastland is the Division’s operator of record of four of these
tracts and Myco operates the other tract. Beach now has controlling interests in
four of the five total tracts or 880.1 acres of the 1040.1 total acr es.

: () All owners of 1nterests w1thm the proposed unit were notified of
this application and of this hearing.

(d)  Beach provided notice within the % mile area of review (“AOR”)
surrounding all proposed injection wells as required in Division Rule 701B.(2) to
all affected parties of its intert to 1nJect into the proposed unitized formation.

: (e) At the date of this hearing, Beach still seeks to unitize interests
owned by Myco, Devon, and Sharbro Oil Ltd, although verbal agreements w1th

these partles had been reached

(f )~ The New Mexico-State Land Ofﬁce (*SLO”), in August of 2007
‘ glanted Beach preliminary. approval for unitization. , o

(g) = As of the date of the hearing, the owners of 83.64% of the working
interest and 73.36% of the royalty interest (not countmg any SLO percentage) had
- balloted to support the unit.

() Beach is proposing a- 200% non—partlclpatlon penalty after the
--100% . cost.recovery;.to .apply. fo_parties.unitized by _order,who_do_not, clect to
partlclpate in subsequent operations.

(i) Within the unit area, the Queen formation trends northeast to
southwest and dips to the southeast as shown on top-of-Queen structure maps.
The upper Queen Sand formation’s “Shattuck” member is being targeted for
injection and is contiguous over the unit.

() The Shattuck member of the Queen formation is a well-sorted,
shoreline sandstone that usually produces oil and gas at porosities above 15
percent. The Shattuck consists of alternating low permeability silts and higher
permeability sands with grain size governing the ability to produce. Above and
below the Shattuck are lower porosity, tighter anhydritic dolomites which form

vertical barriers to injection water.
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(k) = The unit as p1oposed is horizontally bounded by a stratigraphic
pinchout as shown on isopach maps, except in Section 11 where it seems to thin
and transition into another more prolific reservoir pod located to ‘the southwest.
Beach mentioned that operators of production from the Queen formation

southwest of its proposed unit should be free to drill the necessary wells and form

. a separate unit for purposes of waterflooding.

M From geologic studies performed over thls area, the unit area is
well suited for secondary recovery operations and all tracts within the unit area -
should contribute to secondary oil and gas production.

(m)  Several wells are producing from the middle Queen and the Seven

Rivers formations in addition to the Shattuck within this proposed unit. The value

of oil and gas from these non-Shattuck intervals is insignificant compared to the.

~ value of secondary oil from the Shattuck member. Beach did say that ownership
is identical - prior to formation of the unit - between formations in these wells.'

(n) Eight we]ls produce from the Seven Rivers within the unit area and
five of these are slated to become injection wells. Beach is prepared to squeeze
off the Seven Rivers and plug back from the middle Queen as needed. There are
producing wells outside the unit area completed in both the Shattuck and other

formaticns.

(0) The proposed tract participation formula will be in effect during all
future secondary recovery operations, and the formula best allocates unitized
substances to the owners on a fair, reasonable and equitable basis. The formula is
listed in Section 12 of the unit agreement and consists of only ‘ultimate primary .
recovery.” Ultimate primary is being used due to the fact that this area has been
uniformly drilled. The calculation of each tract’s ultimate primary recovery is

- shown in Exhibit “C” of the Unit Agreement.

, ~ (p) - Due to the tighter nature of this Teservoir, the waterflood project -
o will be 1mt1ated_w1th thirteen perlpherally placed, 1r11ect10n wells to. get water.in,. .____._

e the ground as soon as possible and to contain oil reserves within the sweet spot of
the unit. = As the project progresses, an additional 5 wells (phase II) will be
converted to injectors as they are needed. Beach is asking for Division approval
at this time to inject into all eighteen (Phase I and Phase II) wells.

(@) The production within the unit area is at an advanced state of
depletion with wells averaging about 1 barrel of oil per day. Cumulative
production is approximately 659,000 barrels of oil and remaining primary
reserves s estimated at approximately 75,000 barrels of oil. The producing gas
oil ratio has almost always been near 1,000. Prlmary recovery 1s estimated to be
approximately 12.8 percent of the original oil.in place.

_ (1) The estimated total capital costs associated with initiating the
project is 2.5 million dollars. :
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(5). The Shattuck member of the upper Queen formation is also the
primary tar get in several other waterfloods such as Webb Oil Company’s Turkey
Track Section 3 Unit located dir ectly west and norﬂrwest of the proposed unit.

- (1:) Based on available reservoir parameters and on analogy with other .
Shattuck waterfloods and using a 1:1 secondary to primary recovery ratio, the
projected secondary recovery from the waterflood project is estimated: to- be

. approximately 734,000 barrels of oil, with estlmated net revenue of 38 million

~ dollars.

() Each of the proposed injection wells is expected to initially take an -
average of 100 to 200 barrels of injection water per day. Additional makeup
water will be initially needed, and other produced water sources do not exist in
this area. - Beach has a permit for two fresh water wells in this area that should
supply all needed makeup water, until the reservoir reaches fillup. The fresh

water will be treated with oxygen scavenger prior to injection. -

(v) " Due to the tighter nature of the Queen formation, injection wells
are initially expected to require pressured injection operations. Based on analogy
of other Queen injection. prO_]CCtS Beach is asking for an initial surface maximum

" injéction pressure of 1250 psi — which is higher than the normally allowed 0.2 psi
per foot gradient. In lieu of this, Beach is willing to quickly run step rate tests:to -
verify formation fracturing pressures and apply for-an increased maximum surface

- _injection pressure. Due to the lenticular nature of this reservoir and the presence
of streaks of higher permeabilities, Beach will be careful to remain below
fracturing pressure while attempting to reach reservoir fillup as soon as possible.

(w)  The fresh water interval in this area occurs at depths of up to 230
feet deep. Wells in this unit area have surface casing and cement across any fresh
water. ‘Primary cement normally only extended to within 50 feet of surface which
was above any fresh water. Subsequent cement was nonnally pumped or placed
behlnd surface casmg, from ground level down to thrs prlmary cement top

_ (x) There are 25 active and 12 plugged and abandoned wells drllled to
this depth, within the Areas of Review. .

(y) The proposed injection operation W111 ‘not pose a threat to -
protectible underground sources of drinking water.

The Division Concludes That:

(10)  Beach already has over 75 percent of the working interest committed and
after final approval by the New Mexico State Land Office Beach will have over 75
percent of the royalty interest committed to this proposed unit.
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- (11)  The proposed Un1t Agr eement and Unit Operating Agreement, Exhlblts 2
and 3 1espect1v e] y, should be mcorporated by reference into this order. i

(12) Beach has made a good faith effort to secure voluntary unitization within

the unit area.

(13) The participation formula contained in the proposed unit agreernerlt
allocates costs and revenue to the separately owned tracts in the unit area on a fair,

reasonable, and equrtable basis. -

(14)  The proposed unit agreement and unit operating agreement prescribe a
. plan for unit operation necessary in order to efficiently manage the Queen reservoir

within the bounds of this proposed unit.

(l 5)  Statutory unitization and adoption of applicant's proposed unitized method
of operation is necessary to effectively carry on secondary recovery operations, to
substantially increase the ultimate recovery of oil and gas from the unit area, will benefit
the working interest and royalty interest owners within the proposed unit area, and will '
prevent waste and protect correlative rights of all parties. . ‘

(16) Beach Exploratron Inc. is in comphance with the D1vrsron s Rule 40 and
,should be approved as the ope1 ator of the proposed Eastland Queen Unit. -

(17 The proposed Eastland Queen Un1t should be approved for statutory
- unitization cond1t10na1 on final approval by the State Land Office.

(1 8) The apphcant proposes to institute. a “waterflood prOJect within the
Eastland Queen Unit area. The Queen reservoir has been depleted to “stripper” status by
‘primary oper ations and it is prudent to apply waterflood operations to extend the life of
the reservoir and to maximize the ultimate recovery of crude oil from this reservoir. '

(19)  The followmg three plugged wells should be re-entered and re-plugged as
specified below in order to ensure hlgh pressure 1n]ect10n is_confined to the intended

T Shattuck Queen interval and prevented from ‘entering other formations or the Salado
(Salt) formation.

State B-7717 #1 (30-015-03544), 1980 FSL, 660 FEL, (Unit I) Sec 2, T19S, R29E
Re-enter to 2750 feet and re-plug to surface by perforating, squeezing, placing

cement plugs above the Queen (2200 feet), the Seven Rivers (1620 feet), and the base of

the Salt (1080 feet). From there place cement plugs across the base of the 8-5/8 casmg

(425 feet) and at surface.

Leonard State #3 (30-015-03580), 330 FNL, 2310 FWL, (Unit C) Sec 12, T19S, R29E
Re-enter to approximately 2578 feet and re-plug the open hole with verified plugs

placed above the Queen (2300 feet), the Seven Rivers (1750 feet), and below the Salt

(1187 feet), across the 7-5/8 casing shoe (375 feet), across the top of the 7-5/8 casing

(130 feet), and at surtace.
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Elliot #1 (30-015-04554), 330 FSL, 330 FWL, (Umt M) Sec 31, T18S, R30E

, Re-enter to approximately 2450 feet and re-plug the open hole with verified plugs
placed above the Queen (2415 feet), the Seven Rivers (1750 feet), and below the Salt
(1168 feet), across the 8-5/8 casing shoe (355 feet), across the top of the 8-5/8 casmg

(160 feet), and at surface.

(20). Beach reported that three producing wells and five injection wells contain
completions in both the Shattuck and in the Seven Rivers formations. In addition, there
are producing intervals lower than the Shattuck within the proposed unit. However, the
bulk of the remaining value in these wells within the unit is secondary oil to be obtained
from waterflooding the Shattuck member of the Queen formation. Prior to unitization,
interests within the tracts are identical and the majority of the owners of those interests
have agreed to unitize the Shattuck and use the existing wells as part of the Shattuck
waterflood. After unitization, intérests between the Shattuck and other producing
intervals will no longer be identical. The unit injection and producing wells should be
utilized only on the Shattuck waterflood in order, to maximize recovery from the
waterflood and to ensure protectlon of correlatlve ri ghts

(21) - It is necessary to equip all aneCtIOH wells in a manner to confine injection
to only the Shattuck and provide means to measure mechanical integrity. Within all
injection wells, existing perforations below the Shattuck should be plugged. off with
bridge plugs and cement. In addition in all injection wells, any open perforatjons above
the Shattuck [i.e. Seven Rivers] should be squeezed with cement, drilled out and pressure -

tested.
(22)  All producing ‘wells within this unit should be dedicated only td_ the

Shattuck production during the life of this waterflood. Remaining reserves. from any
other intervals should be isolated behind pipe with bridge plugs and/or squeeze

cementing operations.

(23)  The "project area" should comprise the entlre area approved for statutory
unitization as described in_ this order L o -

24) T he proposed waterflood within the project area is feasible and will, with
reasonable probability, result in the recovery of substantially more oil and gas than would

otherwise be recovered.

(25)  The estimated additional costs of the proposed waterflood operations will
not exceed the estimated value of the additional oil and gas recovered plus a reasonable
profit. : : :

(26)  The proposed waterflood project will prevent waste, protect correlative
rights, and should be approved. '

" (27)  The project should be governed by Division Rules No. 701 through 708.
The eighteen listed wells in the attached Exhibit “A” should be initially approved for
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conversion and use as injection wells in the two phases as proposed. The permit to inject
should terminate within one year for each of the Phase I wells, if that well is not
converted to injection. To prevent premature conversion of the wells listed in Phase II
prior to the need for these wells, each of these Phase II wells should be allowed up to five
“years before the individual well permits expire. Provisions should be made for the
operator of the Eastland .Queen Unit to apply administratively for additional or different =

injection wells as needed.

(28) In order to reach fillup of this Shattuck Queen reservoir as soon as
possible, but also prevent fracturing and damage of this formation, Beach should be
allowed an initial maximum surface injection pressure of 1000 psi to apply to each
injection well. Additional injection pressure increases should be approved only after a -
proper showing that. such increase would not fracture the formation and after notice is
provided by the operator to offsettlng operators of producmg wells within -the Shattuck

formation.

‘ (29) The evidence establishes that the proposed waterflood project meets all
- the criteria for certification by the Division as a qualified "Enhanced Oil Recovery (EOR)
" Project" pursuant to the "Enhanced 011 Recovery Act" (NMSA 1978 Sections 7-29A-1

* through 7-29A-5).

(30)  To be eligible for the EOR credit, the operator should advise the D1V131on
when water injection commences in the project area and at such tlme request the D1v131on
review project performance and recommend certification of the prOJect to the New

Mexico Taxatlon and Revenue Department

. (31) The project area within the waterflood project and/or the producing wells -
within such area eligible for the recovered oil tax rate may be contracted and reduced
dependent upon the evidence presented by the applicant in its ‘demonstration of the

occurrence of a positive production response.

IT IS THEREFORE ORDERED:

(1) The application of Beach Exploxatlon Inc (“Beach”) for the statutory '
unitization of 1040.1 acres, more or less, being portlons of the Turkey Track-Seven
Rivers-Queen-Grayburg-San Andres Pool (61020) and the East Turkey Track-Queen
Pool (60920), in Eddy County, New Mexico, to be known as the Eastland ‘Queen Unit
(the “Unit Area™), is hereby approved for statutory unitization pursuant to the Statutory
Unitization Act, Sections 70-7-1 through 70-7-21, NMSA 1978.
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(2) The Eastland Queen Unit shall be operated by Beach Exploration, Inc.
(OGRID 1903) and shall comprise the following described 1040.1 acres, more or less, of
State of New Mexico lands, all in Eddy County, New Mexico: :

Township 19 South. Range 29 East, NMPM

Section [: N/2, W/2 SW/4, NE/4 SW/4, NW/4 SE/4
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Section2:  SE/4 NE/4, SE/4 SW/4, SE/4
Section 11:. N/2

(3) The Unitized Formation shall comprise ‘that interval underlying the Unit

Area, the vertical limits of which extend from 100 feet above the top of the Queen Sand
and 100 feet below the base of the Queen Sand, said Queen Sand interval occurring
between 2335 feet and 2408 feet as shown by Schlumberger's Compensated
 Neutror/Litho-Density open hole log dated 6/18/87, in the Eastland Oil Company PJ
" State “A” Well No. 5, located 2310 feet from the South line and 2310 feet from the East
line of Section 1, Townshlp 19 South, Range 29 East, NMPM, Eddy County, New.

Mex1co

(4) ~ The Eastland Queen Unit Agreement'énd Eastland Queen Unit Operating
Agreement submitted to the Division at the time of the hearing as Exlnblts No 2 and 3

are hereby 1ncorporated by reference.

(5) This order shall not become effective unless and until the owners of 75%
of the royalty interest in the Unit Area approve the plan-for unit operations as required by
Section 70-7-8 NMSA 1978." If the persons owning the required percentage of royalty .
‘interest in the Unit Area do not approve the plan for unit operations within a period of six
months from the date of this order, this order shall cease to be effective, unless the
Division shall extend the time for ratification for good cause. When the persons owning:
the’ requned percentage of royalty mterest in the Unit Area have approved thé plan: for -
unit operations, the interests of all persons in the unit area are unitized whether or not
such persons have approved the plan of umtlzatlon in wrltlng : . :

_ (6) The applicant, as Unit Opetator, shall notify the Division in writing of its

~ removal: or the substitution of any other working interest owner within the Unit Area as.
Unit Operator. In the event an entity other than Beach assumes operation of the unit

established hereby, such entity shall comply with all the termis and provisions of this

order

(7 The unit estabhshed hereby—shall ~terminate—upon: —the »pluggmg»—and——m ————
abandonment of the last well in the unit area completed in the unitized formation.

(8) Beach is hereby authorized to i1lstitute waterflood operaﬁons within the
Eastland Queen Unit area by the injection of water into the unitized formation through-
the eighteen wells shown on Exhibit "A" attached to this order.

%) The waterflood project authorized by this order shall be known as the
Eastland Queen Unit Watelﬂood Project.

(10)  Each well is specifically permitted for injection only within the depth
intervals (“permitted injection intervals”) specified on Exhibit “A” attached to this order.

(11)  As preparation and prior to injection:
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(é) In all injection wells, existing perforations below the Shattuck shall

be plugged off with bridge plugs and cement. In addition, any open perforations
‘above the Shattuck [i.e. Seven Rivers] shall be squeezed with cement drilled out

and pressure tested.

(b)  All producing wells within th1s unit shall be dedicated only to the
Shattuck production during the life of this waterflood. Remaining reserves from
any other intervals shall be isolated behind pipe with bridge plugs and/or squeeze

cementing oper atlons

(12)  As preparation and prior to injection within any well located within /s

mile:

the following three plugged wells shall be re-entered Aan(:i re-plﬁgged as follows
and under supervision of the Division’s Artesia district office: -

State B-7717 #1 (30-015-03544), 1980 FSL, 660 FEL, (Unit I) Sec 2, T19S, R29E"

* Re-enter to 2750 feet and re- plug to surface by perforating, squeezing, placing
cement plugs above the Queen (2200 feet), the Seven Rivers (1620 feet), and the base of .
the Salt (1080 feet). From there place cement plugs across the base of the 8- 5/8 casmg

: (425 feet) and at surface.

Leonard State #3 (30-015- 03580) 330 ENL, 2310 FWL (Unit C) Sec 12, TIQS ‘R29E
. Re-enter to approximately 2578 feet and re- plug the open hole with verlﬁed plugs
_placed above the Queen (2300 feet), the Seven Rivers (1750 feet), and below the Salt
(1187 feet), across the 7-5/8 casing shoe (375 feet), across the top of the 7-5/8 casmg

(130 feet) and at surface.

Elliot #l (30-015- 04554) 330 FSL, 330 FWL (Unit M) Sec 31 T18S, R30E '
- Re-enter to approximately 2450 feet and re-plug the open hole with verified plugs
placed above the Queen (2415 feet), the Seven Rivers (1750 feet), and below the Salt
(1168 feet), across the 8-5/8 casmg shoe (355 feet) across the top of the 8-5/8 casing

(160 feet) and at surface... - e

(13) The operator shall provide written verification and completed sundry -
forms to the Division showing that the requ1red work spec1ﬁed in Paragraphs (11) and

(12) has been completed

(14)  Eeach shall take all steps necessary to ensure that the injected water enters
only the permitted injection intervals and is not permitted to escape to other formations or
onto the surface from injection, production, or plugged and abandoned wells.

(15) Injection into each of the wells shown on Exhibit "A" shall be
accomplished through lined tubing installed in a packer located within 100 feet of the
uppermost injection perforation. The casing-tubing annulus shall be filled with an inert
- fluid, and a gauge or approved leak-detection device shall be attached to the annulus in
order to determine leakage in the casing, tubing, or packer. : '
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. (16) The injection wells or pressurization system shall be equipped with a
pressure control device or acceptable’ substitute that will limit the surface injection
pressure to 1000 psi. :

~ (17) The Division Director may administratively authorize a pressure
limitation in excess of the above upon a showing by the operator that such.higher
pressure will not result in the fracturing of the injection formation or confining strata
AND after notice is provided of such application to all offsetting operators of producing
‘wells within the Shattuck formation located within 2 mile of the injection well(s) and
those operatms are glven 15 days in which to protest the pressure increase.

(18)  The Division Director may administratively authorize additional injection
wells within the unit area as-provided in Division Rule 701.F(3).

(19)  Prior to commencing injection op'erétiOns, césing shall be installed and
cemented if not present in any well, and the casing in each well shall be pressure tested
throughout the interval from the surface down to, the proposed packe1 settmg depth to

assure the integrity of such casmg

_ (20)  The unit operator shall give 72 hours advance notice to the supervisor of

the Division's Artesia District Office of the date and time (i) injection equipment will be
~ installed, and- (i1) the mechanical integrity- pressure test will be conducted on the proposed ‘

mJectlon wells, so that these operatlons may be witnessed. :

(21) The unit operator shaIl 1mmed1ately notlfy the supervisor of the D1v131on s
- Artesia District office of any failure of the tubing, casing or packer in any of the injection
wells or the leakage of water, oil or gas from or around any producing or plugged and-
abandoned well within the prOJect area, and shall promptly take all steps necessary to

correct such failure or leakage.

) (22) The unit operator shall conduct injection operatlons in accordance with
Division' Rules No. 701 through 708, and shall submit mo' ress: reports in
--accordance with Division Rules No. 706 and 1115 L T

(23) The injection authority granted: herein for each Phase I well shown on
Exhibit "A" shall terminate one year after the date of this order if the unit operator has not
commenced injection operations into that well; provided, however, the Division, upon
written request for that well, may grant an extension for good -cause if such request for
extension is received prior to the end of that year. .

(24)  The injection authority granted herein for each of those Phase II wells
shown on Exhibit "A" shall terminate five years after the date of this order if the unit
operator has not commenced injection operations into that well; provided, however, the
Division, upon written request for that well, may grant an extension for good cause if
such request for extension is received prior to the end of five years.
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(25) The Eastland Queen Unit Waterflood Project is hereby certified as an
"Enhanced Oil Recovery Project” pursuant to the "Enhanced Oil Recovery Act" (NMSA
1978 Sections 7-29A-1 through 7-29A-5). The project area shall comprise the entire
Eastland Queen Unit; provided the area and/or the producing wells eligible for the
enhanced oil recovery (EOR) tax rate may be contracted and reduced based upon the
evidence presented by- the unit operatm in its demonstration of a positive product1on

response.

(26) To be eligible for the EOR tax rate, the unit operator shall advise the -
Division of the date and time water injection commences into the project area and at such
time, request the Division certify the pI’OJCCt to the New Mexico Taxation and Revenue

o Department.

- (27) At such time as a positive production response occurs, and within five
years from the date the project was certified to the New Mexico Taxation and Revenue
Department, the unit operator must apply to the Division for certification of a positive
production response. This application shall identify the area benefiting from enhanced
oil recovery operations and the specific wells eligible for the EOR tax rate. The Division
may review the application administratively or set it for hearing. Based upon the evidence

" presented, the Division will certify to the New Mexico Taxation and Revenue

Depaltment those wells that are eligible for the EOR tax rate.

,(28), .. This order does not relieve the 0perato1 of respon51b111ty should its

. operations cause any damage or threat of damage to protectible fresh water, human health

or the environment, nor does it relieve the operator of responsibility for complying with
applicable Division rules or other federal, state or local laws or regulations. :

(29 J UllSdlCthl‘l of thls case is retained for the entry of such further orders as

the Division may deem necessary.
DONE at Santa 'F e, New Mexico, on the day and year hereinabove des'ignated

3 o STATE OF NEW MEXICO
T olin CONSERV}AZTION DIVISION”

MARK E. FESMIRE, P E.
Director

SEAT
Attachments: Exhibit “A”
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INJECTION WELLS

EXHIBIT “A”

EASTLAND QUEEN UNIT
WELL NAMES AND LOCATIONS

Phase | (13 Injection Wells)

'CASE NO..13973

Unit

Shattuck Perfs

WELL NAME - _API NS E-W “Sec | Tsp | Rge
STATE 004 (P&A) 30-015-03541 1650 FSL 1650 FEL J 1. 195 29E  Approx 2400
STATE HL 1 002 ©30-015-24911 660 FNL 1980FWL  C I 195 29E . 2328-2370
P.J. A STATE 001 30:015-25655 990 FNL 9% FWL D 1195 29E  2306-2341
P.J. A STATE007 30-015-25794 330 FNL 990 FEL A I 195 29E  2398-2418
P.J. A STATE 008 30-015-25856 2310 FSL -990 FWL L 1195 29E 22722311
P.J. ASTATEOI1I 30-015-25887 990 FSL 990 FWL M- 1 19  29E . 2326-2336 .-
P.J. ASTATEOI8 30-015-26190 1650 FSL 1650 FEL I .2 195 29E  2270-2290
P.J. A STATE 020 30-015-26444 2310 FNL 330 FEL H. 2. 195 29E 22442294
P.J. A STATE 022 30-015-03542 2310 FNL 330 FEL H 1195 29E 24142452
P.J.BSTATE 001 30-015-26095 330 FNL 23I0FWL  C 1195 29E ~2229-2247 -
P.J. B STATE 002 30-015-26120 330 FNL 990 FEL - A 1195 29E  2268-2301
BB OCSTATE 001 ©30-01522957  1980FNL  1980FEL G IT 195 29E 22612314
B B O C STATE 003 . 30-015-26235 990 FNL 990 FWL D 1l 198 29E  2216-2237
Phase Il (5 Injection Wells as Needed)
WELL NAME APl N-S E-W . Unit | Sec | Tsp | Rge | Shattuck Perfs
STATE HL 1003 . 30-015-24912 660 FNL "1980 FEL _ B I 195 " 29E  2351-2415
P.J. A STATE.009 - 30-015-10235 1470 FSL 2420 FWL K L 198 29E  2360-2388
PJ ASTATEOI2 30-015-25888 _ [650FNL 990 FEL H C1- 198 29E 2400-2428
P ASTATEO17 30-015-26148- " 660 FSL-*~  [OBUFEL™ “ Q¥ #0im | 9§sa OEm957:99 7 grtmms i
30-015-30846 2310 FNL. 2310 FWL F 1 195 29E 2304-2354

P.J. A STATE 021

sdinaia= o e
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EXHIBIT 2

- NEW MEXICO STATE LAND OFFICE.
e CERTIFICATE OF APPROVAL

e 'COMMISSIONER OF PUBLIC LANDS STATE OF NEW MEXICO -

‘ , -j“? . BEACH EXPLORATION INC.
" * BASTLAND QUEEN UNIT.
EDDY COUNTY, NEW'MEXICO

There havmg been presented to- the unders1gned Commrssmner of Pubhc Lands of the State on New Mexico
for exammatlon a. Unit Agreement for the" development and operation of acréage which is* described within the
referenced Agreement dated June-15, 2007 which said Agreement has been executed by parties owning and holding oil
and ‘gas leases and’ royalty mterestsj’m and under the property descrlbed and upon exammatlon of said Agreement the
Comrnlssxoner ﬁndsw 2 Lelh : L -

'That unde T the proposed. agreement the State of New Mex1co w111 receive its falr -
' ",‘share of the recoverable 011 or gas in place under 1ts lands in the area :

B 'That each beneﬁc1ary Inst1tut10n of the State of New Mex1co w1ll recerve its falr
’ vand equltable share of the recoverable oil-and gas under 1ts lands w1th1n the area.,

- K (d) 4 That such agreement is in other respects for the best mterests of the State with
: . ‘respect to state lands f- n

‘NOW THEREFORE by v1rtue of the authorlty conferred upon me under Sectrons 19 10- 45 19 10-46 19-10-47, New
Mexico Statutes Annotated ‘1978 Compllatron I, the undersigned- Commiissioner -of Public Lands of the State of New
Mexico, do hereby consent to and approve the sald Agreement however such consent and approval being limited and
restricted to:such lands w1thm ‘the Un1t Area; Wthh are effectlvely commltted to the Umt Agreemerit as of this date, and
furthér, that. leases msofar as the lands covered thereby commrtted to this: Unit Agreement shall be and the same are
hereby. amended [ confonn ‘with the terms of such Unit Agreement; and said leases shall remain in full force and effect
in accordance w1th the terms and cond1t1ons of said Agreement ThlS approval is subject to all of the provisions of the

e RS x‘?-x-.‘ﬁ‘w@_ﬂ‘. SN ;;1;:..: e I L N | LR

’t) O’l ':E %)X". ’ '
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EXHIBIT 3

RATIFICATION Eastland Queen Unit
Working Interest Owners

Beach Exploration, Inc.
Eastland Queen Unit
Eddy County, New Mexico

wWiIO Unit WI Ratified
Eastland Oil Company 0.12435045
Joel R. Miller Energy LP 0.00367913
Floyd Energy Ltd 0.00367913
Beach Exploration, Inc. 0.86829129

1.00000000




EXHIBIT 4

RATIFICATION Eastland Queen Unit
Overriding Royalty & Royalty Interest Owners

Beach Exploration, Inc.
Eastland Queen Unit
Eddy County, New Mexico

ORRI & RI Ratified Unit NRI Ratified
Southwest Royalties Inc. 0.05861603
James D. Morgan 0.00463775
Laura L. Morgan 0.00115944
A. N. Muncy 0.00003740
Lobos Energy Partners, LLC 0.01701680
Joel R. Miller Energy LP 0.00452062
Floyd Energy Ltd 0.00452062
Beach Exploration, Inc. 0.67868462
Eastland Qil Company 0.09646929
State of New Mexico 0.12500000

0.99066257

wooc 121 00361
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EXHIBIT 5

RATIFICATION AND JOINDER OF UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT

In consideration of the execution or ratification of that certain Unit Agreement dated, June 15,
2007, for the Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy,
State of New Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of
New Mexico, 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, approves, and adopts said Unit Agreement and Unit Operating Agreement as fully as
though the undersigned had executed the original agreements.

This Ratification and Joinder shall be effective as to all of undersigned's interests in any lands and
leases within the Unit Area, including Royalty Interests, 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 Oi! and Gas Riglhits.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

Y4
/ ﬁé
EXECUTED this the 7
N A—

yfmkém%ﬂﬁflég )y

ftf r £

Street ad, }ess [ W 7;:%'&5 7?7”/{

Clty 77 State le
ACKNOWLEDGEMENT
e STATEOF  ISLAS o 8 e
' §
COUNTY OF _ )y S rund §
UBSCRIBEIAND SWORN TO before me this the 77 day of _Scte s s hese , 2007, b
S y

(interest owner's name) (—5‘ L( 71" — ";/U/L':‘é._[ l\L 10."\ L-.gi &.LP/’U{‘:}‘

By: U)/‘(R\ .\\\(\L& Mﬂl 3

‘ Notary Public il and for the State of v YA W)
W o P My Commission Expires 2~ /46O

GARET FOUTCH
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RATIFICATION AND JOINDER OF UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT

in consideration of the execution and ratification of that certain Unit Agreement dated,
June 15, 2007, for the Development and operation of the Eastland Queen Waterflood Unit Area,
County of Eddy, State of New Mexico, in form approved by the Commissioner of Public Lands of
the State of New Mexico, 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, approves, and adopts said Unit
Agreement and Unit Operating Agreement as fully as though the undersigned had executed the
original agreements.

This Ratification and Joinder shall be effective as to all of undersigned’s interests in any
lands and leases within the Unit Area, including Royalty Interests, 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 Oil and Gas Rights.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its
heirs, devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED this the Z2./57 dayof _ Ay g S/ 2007

JOEL R. MILLER ENERGY, L. P.

By: Joel R. Miler Management, LLC as General
Partner

Joel R. Miller, Manager ‘-

P.0.Box 3003
Street address

Midland TX 79702-3003
T SN L S L T R R B e SR Ry T D R e R R Py T T R S T e 3 R ,,Cny_,, St S Stw%mzz S le R S S
ACKNOWLEDGEMENT
STATE OF TEXAS ]
S
COUNTY OF MIDLAND 8
SUBSCRIBED AND SWORN TO before me this the _( }2[ (f day of , 2007, by

Joel R. Miller, Manager of Joel R. Miller Management, LLC, a Texas limited liability company7on behalf of said limited liability
company, as General Partner of Joel R. Miller Energy, L.P., a Texas limited partnership.

Cx———— W

o]

DEBRA V. KING Notary Public, State of Texas
Natary Public, State of Texas l

My Commission Expires
April 29, 2008 !
!




RATIFICATION AND JOINDER OF UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT

In consideration of the execution or ratification of that certain Unit Agreement dated, June 15,
2007, for the Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy,
State of New Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of
New Mexico, 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, approves, and adopts said Unit Agreement and Unit Operating Agreement as fully as
though the undersigned had executed the original agreements. '

This Ratification and Joinder shall be effective as to all of undersigned's interests in any lands and

leases within the Unit Area, including Royalty Interests, 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 Oil and Gas Rights. ’

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,

devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED thisthe ___10th day of __ September , 2007.

FLOYD ENERGY, LTD.

By: Floyd Operations, LLC., as
General Partner

y €. Floyd;-Ma
P. O. Box 52107
Midland, Texas 79710

THE STATE OF TEXAS} i

e

e SR

COUNTY OF MIDLAND}

This instrument was acknowledged before me on this 10" day of September, 2007 by
Jay E. Floyd, Manager of Floyd Operations, LLC., a Texas limited liability company, on behalf of
said limited liability company, as General Partner of Floyd Energy, Ltd., a Texas limited

partnership.
SEAL

SANDRAK_MILLS dzﬁé G %%/WJ

) Notary Public, State of Texas
My Commission Expires
03-17-2009

N R P P AR R R A

T

Notary Public, State of Texas
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RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED this the mday of _ N\ Mopie A@,A . 2007.
Signature

Chisos, Ltd.

Print name

670 Dona Ana Rd SW

Street address

Deming NM 88030
City State Zip
Sue Ann Craddock

rcxnowen omey-n-Fact
STATE OF NEW MEXICO §
§

- SUBSCRIBED AND SWORN TO before me this the

day of
) 2007’ byi‘h \VA VRTAN

OFFICIAL SEAL

Stephanie Robertson

Seal yoTARY PUBLIC
STATE OF NEW MEXICO
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__COUNTYOF _DExa®

RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

L TE
EXECUTED thisthe T dayof __INovam iz , 2007.

BY:S\\/atmqfﬂzw n» /@Jé&‘
iShatlire 7

Sighatlire~. s ()
Pure Energy Group

Print name

123 Tree Line Parke, Suite 220

‘Street address

San Antonio X 78209
City State Zip

ACKNOWLEDGEMENT

STATE OF ___TEXAS

§
§
§ ==

TH
SUBSCRIBED AND SWORN TO before me this the _ [F ~ day of NO\/L‘: M Bi=R.
,2007, by_Lawreyce ?;sle\} of_Tare Cg Eas Group

(\~¥> )\v\cﬁ_, K\}JQIQ.LLJ——»

Notary Public in aﬁh for the State of _ —TE XA S

Seal

My Commission Expires Gz -2 0 &

JO ANAKESSLER
MY COMMISSION EXPIRES

February 12, 2008
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RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED this the 3 f@ | day of %j‘& 0 /\ , 2007.

BY~

"

{ kgﬁre e
M CEne M. Sdo)
Print name
O7s /
Street address
Fledp I _Te/17

City State Zip

ACKNOWLEDGEMENT

STATE OF ﬁgigt" §
COUNTY OF 452,@ Z §

SUBSCRIBED AND SWORN TO before me this the & day of ,/’/ ua—

2007, BY (amecrsgmatory pary) A= IL o)

TN

PATRICIA G. RHODE! ' deg

NOTARY PUBLIC Notary Public in and for the State of

STATE OF TEXAS vy Commission Expires /R - /3 & dp/
MY COMM. EXP, 12-13-08

¥ 255 S A




BOOK 72] .PAGEO368”

RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED this the _ 2th day of __ Auoust %7.
BY: ﬁfé 0l %

Signatzg /
Randy Howard, Vice President
Print name

6 Desta Drive, Suite 2100
Street address

Midtand Texas 79705
City State Zip
ACKNOWLEDGEMENT

STATE OF TEXAS

§
&
COUNTY OF _MIDLAND §

SUBSCRIBED AND SWORN TO before me this the 9th _ dayof

s 2007, b)’ (name of sig y party) Rand_yjnmard Vice President of Southwest Royalties, Inc. a

L S TSR

August

Delaware Corporation, on behalf of said Corporation

Cnms S
Notary Public in and for the State of __1exAs

-

i T S S S e N
Y, KAHLINA A. ALANIZ |

NOTARY PUBLIC My Commission Expires 3:20-30\0

/ STATE OF TEXAS
My Comm. Exp. 3-20-2010 B
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RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

-— —
EXECUTED this the _ 2 57A dayof _ ) ane .2007.
BY: "
Signal ]
or
Print name

PO Bot )S|

Street address
Eorgedon, Ty 7Re27

State Zip

City

ACKNOWLEDGEMENT
/l
STATE OF Era S

COUNTY OF W/ //s e m 50n

§
8§
§ N

T R A

o -1
SUBSCRIBED AND SWORN TO before me this the 2 7% day of - ] ern &
> 2007, by {name of sig| y party) f“l 4%3 ). m &£ f:;’)? A

My Commission Expires M

January &, 2009 : Notary Public in and for the St}tgf)?

My Commission Expires
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" that the terms of any lease given by the undersigned or under which the undersigned claims an interest

COUNTY OF WILLIAMSON

RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees

herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED this the 28th day of __ June ,2007.
ny: 0% . /s
Signature ( /
Laura L. Morgan
Print name

P. 0. Box 151
Street address
Georgetown, TX 78627
City State Zip

ACKNOWLEDGEMENT

STATE OF TEXAS

;10 jon o

N,

SUBSCRIBED AND SWORN TO before me this the ___28th _day of _June
2007, by . Laura L. Morgan

ignatocy party)

(o ST

DALE ILLIG Notary Public in and for the Stag,e/of
My Commission Expires |

January 6, 2009 My Commission Expires
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RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, perscnal representatives, assigns, or successors in interest.

EXECUTED this the _And. dayof T wlpy . 2007.
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SUBSCRIBED AND SWORN TO before me this the _ Al day of 7/t y t\-
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Notary Public, State of-Texas
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RATIFICATION AND JOINDER OF
UNIT AGREEMENT

In consideration of the execution of that certain Unit Agreement, dated June 15, 2007, for the
Development and Operation of the Eastland Queen Waterflood Unit Area, County of Eddy, State of New
Mexico, in form approved on behalf of the Commissioner of Public Lands of the State of New Mexico,
the undersigned owner of lands or leases, or Royalty Interests therein, presently held or which may arise
under existing option agreements, or other interests in production, consents to the inclusion of said lands
and interests within the Unit and expressly ratifies, approves, and adopts said Unit Agreement, and agrees
that the terms of any lease given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the terms of said
Unit Agreement, and further agrees that the drilling, development and producing requirements of all
leases and other contracts under which his, her, or its several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit Agreement.

This Ratification and Joinder shall be binding upon the undersigned, and his, her, or its heirs,
devisees, executors, personal representatives, assigns, or successors in interest.

EXECUTED this the _ 30th _ day of July . 2007.
BY: Q/ 0/ %L /ﬂﬂ/
Signa ;é JC Welch, Attorney-in-Fact 7
Lobosﬁneggy Partners, LLC
Pript name”

381/ NW Expressway, Suite 950

Street address

Oklahoma City, OK 73112
City State Zip

ACKNOWLEDGEMENT

STATE OF OKLAHOMA

ton ton ton

COUNTY OF _ OKLAHOMA

S g

SUBSCRIBED AND SWORN TO before me this the _ 39th  day of July

i Bt S SR i

, 2007, BY (name of signatory party) JC Welch, Attorney-in-Fact

C(,ﬂ(w P (( (( f/ )

Notary Public in and for the State of _ oklahoma

Seal
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ELOISE E. OLSEN ‘{
Notary Public :
State of Oxlahomq )
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