
js»taie of ^exico 

RAY POWELL, M.S., D.V.M. GJomtmsstoiter of f uMc IJhnbs ( 5 0 5 ) B M J M 

COMMISSIONER 310 OLD SANTA FE TRAIL P.O. BOX 1148 FAX (505) 827-5766 

SANTA FE, NEW MEXICO 87504-1148 

SLO REF NO. OG-1345 

February 10, 1994 

Yates Petroleum Corporation 
105 South 4th Street 
A r t e s i a , New Mexico 88210 

A t t n : Ms. Mecca Mauritsen 

Re: 1994 Plan of Development 
Lagarto State Unit 
Lea County, New Mexico 

Gentlemen: 

The Commissioner of Public Lands has t h i s date approved the above 
captioned Plan of Development. Our approval i s subject t o l i k e 
approval by a l l other appropriate agencies. 

The p o s s i b i l i t y of drainage by wel l s outside of the Unit Area and 
the need f o r f u r t h e r development of the u n i t may e x i s t . You w i l l 
be contacted a t a l a t e r date regarding these p o s s i b i l i t i e s . 

I f you have any questions, or i f we may be of f u r t h e r help, 
please contact Pete Martinez a t (505) 827-5791. 

Very t r u l y yours, 

RAY B. POWELL, M.S., D.V.M. 
COMMISSIONER OF PUBLIC LANDS 

FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5744 

RBP/FOP/pm 
c c : OCD—Roy Johnson 

BLM 



j&mia Jlfie 

OFFICE OF THE 

JIM BACA 
COMMISSIONER 

POBOX 1148 
SANTA FE. NEW MEXICO 87504-1148 

SLO REF NO. OG-1264 

March 11, 1993 

Yates Petroleum Corporation 
105 South 4th S t r e e t 
A r t e s i a , New Mexico 88210 

A t t n : Ms. Mecca Mauritsen 

Re: 1993 Plan of Development 
Lagarto State U n i t 
Lea County, New Mexico 

Gentlemen: 

The Commissioner of Public Lands has t h i s date approved the above 
captioned Plan of Development. Our approval i s subject t o l i k e 
approval by a l l other appropriate agencies. 

The p o s s i b i l i t y of drainage by w e l l s o u t s i d e of the U n i t Area and 
the need f o r f u r t h e r development of the u n i t may e x i s t . You w i l l 
be contacted a t a l a t e r date regarding these p o s s i b i l i t i e s . 

I f you have any questions, or i f we may be of f u r t h e r help, 
please contact Pete Martinez a t (505) 827-5791. 

Very t r u l y yours, 

JIM BACA 
COMMISSIONER OF PUBLIC LANDS 

FLOYD 0."PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5744 

JB/FOP/pm 
cc: OCD 

BLM 



State of NewMexico 

W.R. HUMPHRIES 
COMMISSIONER Commissioner of Ritlic Lands 

September 12. 1989 

P.O. BOX 1148 
SANTA FE. NEW MEXICO 87504-1148 

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

ATTN: Cy Cowan 

RE: Proposed Lagarto State Unit 
Lea County, New Mexico 

Gentlemen: 

This office has reviewed the unexecuted copy of the unit 
agreement submitted for the proposed Lagarto State Unit Area. 
Roosevelt County, New Mexico. This agreement meets the general 
requirements of the Commissioner of Public Lands who has this 
date granted you preliminary approval as to form and content. 

Preliminary approval s h a l l not be construed to mean f i n a l 
approval of this agreement in any way and w i l l not extend any 
short term leases u n t i l f i n a l approval and an effective date have 
been granted. 

When submitting your agreement for f i n a l approval, please include 
the following items: 

1. Application for f i n a l approval by the Commissioner 
setting forth the tracts that have been committed and 
those that are not committed. 

2. All r a t i f i c a t i o n s from the Lessees of Record and Working 
Interest Owners. A l l signatures should be acknowledged 
by a notary and one set must contain original 
s ignatures. 

3. Order of the New Mexico Oil Conservation Division. Our 
approval w i l l be contingent upon subsequent favorable 
approval by the New Mexico Oil Conservation Division. 



4. Please send an o r i g i n a l and one copy of the f i n a l Unit 
Agreement and Unit Operating Agreement for our f i l e s . 

Your f i l i n g fee of two hundred f o r t y d o l l a r s ($240.00) was 
receiv e d . 

I f we may be of f u r t h e r help, please do not h e s i t a t e to c a l l 
Susan Howarth at (505) 827-5791. 

Very t r u l y yours, 

W.R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

FLOYD 0. PRANDO, Di r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5744 

cc: •e'CD - Santa Fe, NM 
BLM - Roswell, NM 
Unit F i l e s 



State of NewMexico 

W.R. HUMPHRIES 
COMMISSIONER Commissioner of fublic Lands 

September 29, 19B9 

Yates P e t r o l e u m C o r p o r a t i o n 
105 South F o u r t h S t r e e t 
A r t e s i a , New Mexico SB210 

ATTN: Cy Cowan 

RE: Approval of L a g a r t o S t a t e U n i t 
Lea County, New Mexico 

P.O. BOX 1148 
MEXICO 87504-1148 

Gentlemen: 

Please be a d v i s e d t h a t t h e Commissioner o-f P u b l i c Lands has t h i s 
d a t e g r a n t e d f i n a l a p p r o v a l t o t h e L a g a r t o S t a t e U n i t Agreement, 
Lea County, New Mexico. I t i s our u n d e r s t a n d i n g t h a t t r a c t s 7 
and 13 are n o t committed a t t h i s t i m e . 

Our a p p r o v a l i s s u b j e c t t o l i k e a p p r o v a l by t h e New Mexico O i l 
C o n s e r v a t i o n D i v i s i o n . Enclosed a r e f i v e (5) C e r t i f i c a t e s a t 
Approval and one copy o-f t h e approved U n i t Agreement. 

Your f i l i n g -fee i n t h e amount o-f two hundred - f o r t y d o l l a r s 
($240.00) was r e c e i v e d . 

I f we may be of f u r t h e r h e l p , p l e a s e do n ot h e s i t a t e t o c a l l on 
u.s. 

Very t r u l y y o u r s , 

W.R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

B Y s \ £ ^ 4 — 
FLOYD 0. PRANDO, D i r e c t o r 
O i l and Qas D i v i s i o n 
(505) 827-5749 

WRH/F0P/SMH 
e n c l o s u r e s 
cc: OCD - Santa Fe, New Mexico 

BLM - R o s w e l l , New Mexico 
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State of NewMexico 

~ nftAIUJ 8/504-1148 

November 6, 1989 

Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, New Mexico S8210 

ATTN: Mr. Cy Cowan 

RE: Lagarto State Unit 
Subsequent Joinder of Tract 13 

Bentlemen: 

We received your l e t t e r , dated October 30, 1989, and enclosed 
Consent and R a t i f i c a t i o n to the Unit Agreement and Unit Operating 
Agreement by Maralo, Inc. for the Lagarto State Unit. 

Please be advised that the Commissioner of Public Lands has t h i s 
date granted approval to the Subsequent Joinder of Tract No. 13 
located in the SE/4NE/4 Section 12, T - l l - S , R-34-E, Lea County, 
New Mexico. As described in Section 23 of the Unit Agreement, 
the joinder of Maralo, Inc. w i l l be e f f e c t i v e December 1, 1989. 
Please advise a l l interested parties. 

I t i s our understanding that Tract 7 i s not committed to the 
Lagarto State Unit at t h i s time. 

If you have any questions, please do not hesitate to c a l l Susan 
Howarth at (505) 827-5791. 

Very t r u l y yours, 

W.R. HUMPHRIES 
COMMISSIONER OF P U B L I C LANDS 

BY: ~ i t f o f 1 

FLOYD 0. PRANDO, Director 
Oil and Gas Division 
(505) 827-5749 

/ . J V r - . l . — - , : i . ' J , . A . ' . U r . ' . - ' . - - ' - -

COMMISSIONER v ? ?L*5LIC LAJNif 
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M A R T N Y A T E S . Ill 
1 9 1 2 - 1 9 8 5 

F R A N K W. Y A T E S 
1 9 1 6 - 1 9 8 6 

PETROLEUM 
CDRPDRHTIDN 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

JOHN A. Y A T E S 
P R E S I D E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G. PATTERSON 
S E C R E T A R Y 

DENNIS G. K INSEY 
T R E A S U R E R 

November 13, 1989 

Energy Minerals and Natural 
Resources Department 
Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Attention: Mr. Michael Stogner 
7 

Re: Case No. ff57 
Order No. R-9004 
Lagarto State Unit 
Lea County, New Mexico 

Gentlemen: 

On November 7, 1989 the Commissioner of Public Lands approved the 
Subsequent Joinder of Maralo Inc. to the Lagarto State Unit. 

Enclosed please find a copy of this approval for your records. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

CC/bp 

Enclosure 

CZ) cn 



State of N e w M e x i c o 

November 6, 1989 

Yates Petroleum C o r p o r a t i o n 
105 South F o u r t h S t r e e t 
nr t e a i a , iNew i i e n I CD 3b2lO 

ATTN: Mr 

RE: 

Cy Cowan 

La g a r t o S t a t e U n i t 
Subsequent J o i n d e r o-f T r a c t 13 

NOV 10 1989 
I5T5T31T 

Gentlemen: 

We r e c e i v e d your l e t t e r , dated October 30, 1989, and enclosed 
Consent and R a t i f i c a t i o n t o t h e U n i t Agreement and U n i t O p e r a t i n g 
Agreement by Maralo, I n c . f o r t h e L a g a r t o S t a t e U n i t . 

Please be adv i s e d t h a t t h e Commissioner of P u b l i c Lands has t h i s 
d a te g r a n t e d a p p r o v a l t o t h e Subsequent J o i n d e r of T r a c t No. 13 
l o c a t e d i n t h e SE/4NE/4 S e c t i o n 12, T - l l - S , R-34-E, Lea Count/, 
New Mexico. As d e s c r i b e d i n S e c t i o n 23 of t h e U n i t Agreement, 
t h e j o i n d e r of Maralo, I n c . w i l l be e f f e c t i v e December 1, 1989. 
Please a d v i s e a l l i n t e r e s t e d p a r t i e s . 

I t i s our u n d e r s t a n d i n g t h a t T r a c t 7 i s not committed t o t h e 
La g a r t o 5c.cic.tr UiiiL <at t h i s t i m e . 

I f you have any q u e s t i o n s , please do n ot h e s i t a t e t o c a l l Susan 
Howarth a t (505) 827-5791. 

Very t r u l y y o u r s , 

W.R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

B Y . —'• •• r-v" '• <-C- ] ' • : i ... v 

FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5749 



M A R T I N V A T E S . Ill 
1912 - 1985 

F R A N K W. Y A T E S 
1936•1986 

PETROLEUM 
CORPORATION EXECUTIVE VICE P R E S I D E N T 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

JOHN A. Y A T E S 

PEYTON YATES 

RANDY G. PATTERSON 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 TREASURER 

TELEPHONE ( 5 0 5 ) 7 4 8 - 1 4 7 1 

October 30, 1989 

Commissioner of Public Lands 
P. 0. Box 1148 

Santa Fe, New Mexico 87504-1148 

Attention: Mr. Floyd Prando 

Gentlemen: 

As required by Paragraph #23 of the Standard Form Unit Agreement for 
the State of New Mexico, enclosed please find one executed copy of the 
Consent and Ratification by Maralo Inc., P. 0. Box 832, Midland, Texas, 
79702 for the Lagarto State Unit. 

Executed copies are also being sent to Mr. Mike Stogner at the Oil 
Conversation Division. 

Thank you for your concern in this matter. 

Re: Lagarto State Unit 
Township 11 South, Range 35 East, N.M.P.M. 
Lea County, New Mexico 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Cŷ Cowan 
Associate Landman 

CC/bp 

Enclosure 



M A R T I N Y A T E S . Ill 
1912 - 1985 

F R A N K W . Y A T E S 

1936 - 1 986 

_ ;ur< Dj 

CDRPDRRffflM 
iSION 

J I U fin io H3 105 S O U T H 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 
T E L E P H O N E (505) 748-1471 

s. P. Y A T E S 
CHAIRMAN OF THE BOARD 

JOHN A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K INSEY 
TREASURER 

October 30, 1989 

Energy Minerals and Natural Resources Department 
Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Attention: Mr. Michael Stogner 

Re: Case No. 9>57 
Order No. R-9004 
Lagarto State Unit 
Lea County, New Mexico 

Gentlemen: 

As required by Paragraph #23 of the Standard Form Unit Agreement for 
the State of New Mexico, enclosed please find executed Consent and 
Ratification by Maralo Inc., P. 0. Box 832, Midland, Texas 79702 for 
the Lagarto State Unit. 

Executed copies are also being sent to Mr. Floyd Prando, c/o the 
Commissioner of Public Lands. 

Thank you for your concern in this matter. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Cy Cowan 
Associate Landman 

CC/bp 

Enclosures 



CONSENT AND RATIFICATION 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE LAGARTO STATE UNIT 
LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t of a 
copy of the Unit Agreement and Unit Operating Agreement f o r the development and 
operation of the Lagarto State Unit embracing lands s i t u a t e d i n Lea County, 
New Mexico, which said Agreement i s dated August 1, 1989, and acknowledged 
t h a t they have read the same and are f a m i l i a r w i t h the terms and conditions 
thereof. The undersigned also being the owners of leasehold i n t e r e s t s being 
committed t o said Unit Agreement and Unit Operating Agreement do hereby 
consent t o said Unit Agreement and Unit Operating Agreement and r a t i f y a l l the 
terms and provisions thereof, exactly the same as i f the undersigned has 
executed the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 
counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned as of 
the date set f o r t h i n t h e i r respective acknowledgements. 

I-IARALO INC 

Mary Ralph Lowe^f President 

STATE OF TEXAS ) 
: SS 

COUNTY OF HARRIS ) 

The foregoing instrument was acknowledged before me t h i s l l t h day 
of October , 1989, by Mary Ralph Lowe , President 
f o r MARALO INC. a Texas corporation, on behalf of said 
corporation. 

My commission expires: ^ , .̂ .i.C r., /^7T""^U-yvv 
8-15-92 Notary P u b l i c ^ 

PAMELA J. DUNN 
MY COMMISSION EXPIRES 

August 15,1998 



CONSENT AND RATIFICATION 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE LAGARTO STATE UNIT 
LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t of a 
copy of the Unit Agreement and Unit Operating Agreement f o r the development and 
operation of the Lagarto State Unit embracing lands s i t u a t e d i n Lea County, 
New Mexico, which said Agreement i s dated August 1, 1989, and acknowledged 
t h a t they have read the same and are f a m i l i a r w i t h the terms and conditions 
thereof. The undersigned also being the owners of leasehold i n t e r e s t s being 
committed t o said U n i t Agreement and Unit Operating Agreement do hereby 
consent t o said Unit Agreement and Unit Operating Agreement and r a t i f y a l l the 
terms and provisions thereof, exactly the same as i f the undersigned has 
executed the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 
counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned as of 
the date set f o r t h i n t h e i r respective acknowledgements. 

MARALO /INC 

Afary Ralph Lowe, ^President 

STATE OF TEXAS ) 
: ss 

COUNTY OF HARRIS ) 

The foregoing instrument was acknowledged before me t h i s l l t h day 
of October , 1989, by Mary Ralph Lowe , President 
f o r MARALO INC. a Texas corporation, "on behalf o f said 
corporation. 

My commission expires: 
Notary Public 8-15-92 

PAMELA J . DUNN 
MY COMMISSION EXPIRES 

August 15,1998 August 15,1998 



State of'Hew Mexico 
Commissioner of CPuBCic Lands 

W. R. Humphries 
COMMISSIONER 

A p r i 1 3 0 , 1 9 9 0 

Advisory Board 

George Clark 
Chairman 

Kristin Conniff 
Vice Chairman 

Y a t e s P e t r o l e u m C o r p o r a t i o n George Clark 
Chairman 

Kristin Conniff 
Vice Chairman 

1 0 5 S o u t h F o u r t h S t r e e t 
A r t e s i a , New M e x i c o S 8 2 1 0 

Meivin Cordova 

Joe Kelly A T T N : M s . J a n e t R i c h a r d s o n 

Robert Portilos 

Nancy Lynch Vigil 

Rex Wilson 

R E : L a g a r t o S t a t e U n i t 
1 9 9 0 P l a n o-f D e v e l o p m e n t 

7 '^ 7 

B e n t 1 e m e n : 

The Commissioner o f P u b l i c Lands has t h i s d a t e approved t h e 1990 
Plan of Development f o r t h e L a g a r t o S t a t e U n i t . Our a p p r o v a l i s 
s u b j e c t t o l i k e a p p r o v a l by a l l o t h e r a p p r o p r i a t e a g e n c i e s . 

The p o s s i b i l i t y o f d r a i n a g e by w e l l s o u t s i d e of t h e U n i t Area and 
th e need f o r f u r t h e r development of t h e U n i t may e x i s t . You w i l l 
be c o n t a c t e d a t a l a t e r d a t e r e g a r d i n g t h e s e p o s s i b i l i t i e s . 

Enclosed i s an approved copy of t h e 1990 Plan of Development f o r 
your f i l e s . I f we may be of f u r t h e r h e l p , p l e a s e do n o t h e s i t a t e 
t o c o n t a c t t h i s o f f i c e a t (505) 827-5746. 

Very t r u l y y o u r s , 

W, R. HUMPHRIES, 
COMMISSIONER OF PUBLIC LANDS 

BY: 
FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5746 

cc: OCD - Santa Fe, New Mexico 
BLM 
U n i t Correspondence F i l e 
U n i t P.O.D. F i l e 

WRH/FOP/SMH 

T.O.'Bo^U48 Santa Je, 9&{ 87504-1148 ($05) 827-5760 



PETROLEUM 
CDRPDRRTIDN 

'QO OCT 29 Aft 3 23 105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 88210 

C H A I R M A N O F T H E B O A R D 

JOHN A. Y A T E S 
P R E S I D E N T 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E 5 I D E N T 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K INSEY 
T R E A S U R E R 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

October 25, 1990 

State of New Mexico 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: Lagarto State U n i t 
Lea County, New Mexico 

Gentlemen: 

Enclosed are revised copies of Page 2 of E x h i b i t "B" t o the Unit 
Agreement and Unit Operating Agreement of the captioned u n i t . 
Please s u b s t i t u t e these revised pages accordingly. 

Thank you. 

Very t r u l y yours, 

YATES PETROLEUM CORPORATION 

Mecca Mauritsen 
Associate Landman 

MM/bp 

Enclosures 
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•State ai 5sTe£n jERexica 

OFFICE OF THE 

JIM BACA 
COMMISSIONER 

CnmratsBtoKsr of ̂ ufaitc TEaxtas 

PO. BOX 1148 
SANTA FE. NEW MEXICO 87504-1148 

January 29, 1992 

Yates Petroleum Corporation 
105 South Fourth Street 
A r t e s i a , New Mexico 88210 

A t t n : Ms. Mecca Mauritsen 

Re: Lagarto State Unit Well No. 3 
Commercial Determination 
Lea County, New Mexico 

Dear Ms'. Mauritsen: 

This o f f i c e i s i n r e c e i p t of your l e t t e r of July 11, 1991, together 
w i t h an engineering r e p o r t showing t h a t the Lagarto State U n i t Well 
No. 3 i s a commercial producer. 

According t o the data submitted, the Commissioner of Public Lands 
concurs w i t h your determination t h a t the Lagarto State Unit Well No. 
3 i s a commercial producer i n the Sand Springs Atoka pool. 

Pursuant t o Section 9 of the u n i t agreement, please submit a Plan of 
Development f o r the p e r i o d of January 1, through December 31, 1992. 
The Plan of Development s h a l l contain a curr e n t u n i t map showing a l l 
e x i s t i n g w e l l s and t h e i r status together w i t h d e c l i n e curves and/or 
production data i n s t a t i s t i c a l form f o r the 1991 calendar year. 
These plans should also include a summary of the a n t i c i p a t e d u n i t 
a c t i v i t y f o r 1992 i n c l u d i n g the w e l l s t o be d r i l l e d , worked over or 
s h u t - i n . 

I f you have any questions, or i f we can be of f u r t h e r help, please 
contact Pete Martinez a t (505) 827-5791. 

Very t r u l y yours, 

JIM BACA 
COMMISSIONER OF PUBLIC LANDS 
B Y ? ^ Q tMirvU^ — 
FLOYD 0. PRANDO, D i r e c t o r 
Oil/Gas and Minerals D i v i s i o n 
(505) 827-5744 
JB/FOP/pm 
e n d s . 
cc: Reader F i l e 



M A R T I N Y A T E S . II) 
1912 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

FETROLEHfltftVED 

105 S O U T H F O U R T H S T R E E T 

ARTESIA. N E W M E ^ S f e i M ? 0 F F , C E 

TELEPHONE (505) 7 4 8 S | 4 ^ A 1 ^ . 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE VICE PRESIDENT 

R A N D Y 6 . P A T T E R S O N 
SECRETARY 

DENNIS G. K INSEY 
TREASURER 

July 11,1991 

Commissioner of Public Lands 
P.O. Box 1148 

Santa Fe, New Mexico 87504-1148 

Attention: Mr. Floyd 0. Prando 

Re: Lagarto State Unit #3 
Commerical Determination 
Lea County, New Mexico 

Gentlemen: 

Enclosed, in triplicate, is our engineering report showing that the Lagarto State Unit #3 Well is a 
commercial producer. 

Please examine the enclosed material and let us know if you concur with our evaluation. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Mecca Mauritsen 
Associate Landman 

MM:blf 
Enclosures 



7 (,,, 
July 10, 1991 "*' "-'JL 17 /?/°| g 

TO: Mecca Mauritsen 

FROM: Dave Boneau ̂ O A ^ I ^ O^-^>-

SUBJECT: Lagarto State U n i t #3 

The Lagarto State U n i t #3 i s a commercial gas producer i n the Sand 
Springs Atoka pool. Ultimate reserves of about 720 MMcf w i l l y i e l d a 
100 + percent r a t e of r e t u r n on the ac t u a l investment of $297,000. 
Undiscounted p r o f i t w i l l be about $527,000. 

The Lagarto State U n i t #3 i s a ree n t r y of an o l d Devonian o i l w e l l . 
S i n c l a i r O i l and Gas spudded the Lea State 840 #1 on June 19, 1957, a t 
a l o c a t i o n 660 FSL and 660 FWL of Section 1-11S-34E i n Lea County, New 
Mexico. The w e l l was d r i l l e d t o a t o t a l depth of 13206 f e e t and 
completed on November 23, 1957, as a Devonian o i l producer w i t h 
i n i t i a l p o t e n t i a l of 198 BOPD. The Lea State 840 #1 produced 16,130 
BO from the Sand Springs Devonian o i l pool before i t was plugged and 
abandoned i n 1959. Yates reentered the w e l l on J u l y 7, 1990, and 
cleaned out the hole t o a depth of 12,800 f e e t . Production casing was 
spl i c e d onto the 5 1/2-inch stub a t 4810 f e e t and cemented w i t h 250 
sacks. Yates also squeezed cement behind the o l d 5 1/2-inch casing 
across the Atoka and adjacent zones. The Atoka was p e r f o r a t e d a t 
11,881-11,887 and acidized w i t h 2000 gallons plus n i t r o g e n . On August 
3, 1990, the w e l l was completed w i t h i n i t i a l p o t e n t i a l of 1300 Mcf/D 
from the Sand Springs Atoka gas pool. 

The Lagarto State Unit- #3 began producing i n t o the p i p e l i n e i n 
September of 1990. Through January of 1991, the w e l l produced 106,639 
Mcf along w i t h 2795 BO and 230 BW. The average r a t e during the f i v e -
month period was 697 Mcf/D, 18 BOPD and 1.5 BWPD on a calendar-day 
basis. Since January, production from the w e l l has been r e s t r i c t e d t o 
about three days per month because of depressed p r i c e s f o r gas. 
Attachment 1 i s a t a b l e l i s t i n g the production h i s t o r y of the Lagarto 
State U n i t #3. Attachment 2 i s a p l o t of monthly gas and o i l 
production form the Lagarto State U n i t #3. I forecast f u t u r e declines 
of 30 percent per year f o r gas and 35 percent per year f o r o i l 

I have two arguments supporting a decline r a t e of about 30 percent per 
year f o r the gas. The f i r s t argument says t h a t the gas dec l i n e r a t e 
f o r the other w e l l i n the Sand Springs Atoka pool — the Yates Tenneco 
ADP State Com #1 i n U n i t P of Section 2 i n Township 11S, Range 34E — 
i s 22 percent per year so t h a t a somewhat steeper d e c l i n e i s 
beli e v a b l e f o r the newer w e l l . The second argument i s based on a p l o t 
of AP/Q versus cumulative gas production. Analysis of t h i s p l o t i s 
c a l l e d the Valero AP/Q method where AP = I n i t i a l WHSIP - Wellhead 
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Flowing Pressure at time t and Q = Daily Producing Rate a t time t . 
Attachment 3 i s a t a b l e l i s t i n g the values t h a t go i n t o the AP/Q 
c a l c u l a t i o n and Attachment 4 i s the p l o t of LP/Q versus cumulative 
production f o r the Lagarto State U n i t #3. I n i t i a l l y , the w e l l cleaned 
up as AP/Q dropped and then l e v e l l e d o f f . An e x t r a p o l a t i o n of the 
r i s e i n AP/Q a f t e r cumulative production of about 100 MMcf p r e d i c t s 
t o t a l recoverable reserves of about 715 MMcf as shown i n Attachment 4. 
This i s the same magnitude of reserves i n d i c a t e d by a 3 0-percent-per-
year decline i n gas production. 

Now t h a t we have reason t o believe the production f o r e c a s t i n 
Attachment 2, we can c a l c u l a t e the economics f o r the Lagarto State 
Unit #3. The economic parameters used i n the c a l c u l a t i o n are: 

1. D r i l l i n g date = 9-1-90 
2. Evaluation date = 9-1-90 
3. D r i l l i n g and completion costs = $297,000 (actual) 
4. Gas production = 111230 Mcf up t o 5-1-91 and 

3 0 percent d e c l i n e from 660 Mcf/D 
t h e r e a f t e r 

5. O i l production = 2922 BO up t o 5-1-90 and 
35 percent d e c l i n e from 16 BOPD t h e r e a f t e r 

6. Working i n t e r e s t =1.0 
7. Net revenue i n t e r e s t = 0.836127 (actual) 
8. Gas p r i c e = $1.88 per Mcf up t o 5-1-91 (actua l ) 

$1.38 per Mcf t h e r e a f t e r 
9. O i l p r i c e = $19 per BO 

10. Operating costs = $2191 per month (actua l ) 
11. Production taxes = 8.1 percent of revenue (actual) 
12. Ad valorem taxes = 2.116 percent of revenue (actual) 

Attachment 5 i s a cash-flow analysis showing the r e s u l t s of the 
economic c a l c u l a t i o n s . The Lagarto State U n i t #3 w i l l payout i n l a t e 
1991 and y i e l d a r a t e of r e t u r n equal t o 113 percent on the investment 
of $297,000. To t a l p r o f i t should be $527,000 from produced reserves 
of 724 MMcf. The Lagarto State Unit #3 i s c l e a r l y a commercial w e l l . 

DFB/cvg 

Attachments 

xc: Mike S l a t e r 
Pinson McWhorter 
Theresa P a d i l l a 
Tina Huerta 
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Attachment 3 

VALERO P/Q METHOD 

WELL NAME:LAGARTO STATE UNIT #3 
WHSIP = 2188 on 8-6-90 

SPOT RATE 
DATE SPOT WHFTP Mcf/D 

08/29/90 980 853 
09/06/90 860 117 
09/15/90 1000 402 
09/16/90 950 586 
09/17/90 1000 617 
09/18/90 1000 704 
09/19/90 1000 735 
09/20/90 1050 716 
09/21/90 1000 786 
09/22/90 1000 833 
09/23/90 1000 853 
09/24/90 1000 873 
09/25/90 1050 878 
09/26/90 1050 890 
09/27/90 1050 931 
09/28/90 940 979 
09/29/90 960 1016 
09/30/90 980 1099 
10/01/90 1020 1001 
10/02/90 1025 1039 
10/03/90 1040 1013 
10/04/90 1050 1013 
10/05/90 1060 1034 
10/06/90 1040 1040 
10/07/90 1070 1051 
10/08/90 1050 1013 
10/09/90 1050 1076 
10/10/90 1100 1082 
10/11/90 1050 1051 
10/12/90 1050 1060 
10/13/90 1040 1103 
10/14/90 1020 1114 
10/15/90 1050 1100 
10/16/90 1040 1094 
10/17/90 1020 1094 
10/18/90 1020 1105 
10/19/90 1070 1056 
10/20/90 1025 ' l l l l 
10/21/90 1040 1125 
10/22/90 1050 1120 
10/23/90 1080 l l l l 
10/24/90 1040 1179 
10/25/90 1055 1142 
10/26/90 1020 1120 
10/27/90 1060 1108 
10/28/90 1075 1079 
10/29/90 1040 1125 
10/30/90 1050 1123 
10/31/90 1025 1156 
11/01/90 1025 1156 
11/02/90 1025 1172 
11/03/90 1025 1172 
11/04/90 1090 1139 
11/05/90 1090 1170 
11/06/90 1020 1152 
11/07/90 1250 1105 
11/08/90 1440 688 
11/09/90 1600 0 

\RESERVES\LAGART03 

SPOT 
fM PROD DelP 7Q 
MMcf ( p s i / I i c f ) 
0.853 1. 416 
0.970 11. 350 
1. 372 2. 955 
1.958 2 . 113 
2. 575 1. 925 
3 . 279 1. 688 
4.014 1. 616 
4 .730 1. 589 
5.516 1. 511 
6. 349 1. 426 
7.202 1. 393 
8. 075 1. 361 
8.953 1. 296 
9.843 1. 279 

10.774 1. 222 
11.753 1. 275 
12.769 1. 209 
13.868 1. 099 
14.869 1. 167 
15.908 1. 119 
16.921 1. 133 
17.934 1. 123 
18.968 1. 091 
20.008 1. 104 
21.059 1. 064 
22.072 1. 123 
23.148 1. 058 
24.230 1. 006 
25.281 1. 083 
26.341 1. 074 
27.444 1. 041 
28.558 1. 048 
29.658 1. 035 
30.752 1. 049 
31.846 1. 068 
32.951 1. 057 
34.007 1. 059 
35.118 1. 047 
36.243 1. 020 
37.363 1. 016 
38.474 0. 997 
39.653 0. 974 
40.795 0. 992 
41.915 1. 043 
43.023 1. 018 
44.102 1. 032 
45.227 1. 020 
46.350 1. 013 
47.506 1. 006 
48.662 1. 006 
49.834 0. 992 
51.006 0. 992 
52.145 0. 964 
53.315 0. 938 
54.467 1. 014 
55.572 0. 849 
56.260 1. 087 
56.260 



Attachment 3 -2-

VALERO P/Q METHOD 

WELL NAME:LAGARTO STATE UNIT #3 
WHSIP = 2188 on 8-6-90 

SPOT RATE 
DATE SPOT WHFTP Mcf/D 

11/10/90 1800 0 
11/11/90 2000 0 
11/12/90 2000 0 
11/13/90 2025 0 
11/14/90 2050 0 
11/15/90 2075 0 
11/16/90 1200 425 
11/17/90 1050 676 
11/18/90 1100 1028 
11/19/90 1180 1034 
11/20/90 1900 292 
11/21/90 1575 131 
11/22/90 1600 286 
11/23/90 1500 433 
11/24/90 1250 737 
11/25/90 1500 353 
11/26/90 1250 313 
11/27/90 1450 753 
11/28/90 2000 443 
11/29/90 1140 875 
11/30/90 1140 1132 
12/01/90 1900 889 
12/02/90 1890 195 
12/03/90 1190 l l l l 
12/04/90 1900 941 
12/05/90 1980 0 
12/06/90 1750 486 
12/07/90 1760 778 
12/08/90 1150 1044 
12/09/90 1150 1156 
12/10/90 1150 1140 
12/11/90 1350 1071 
12/12/90 1190 1013 
12/13/90 1210 1100 
12/14/90 1890 894 
12/15/90 1880 189 
12/16/90 1850 0 
12/17/90 1650 " 387 
12/18/90 1800 392 
12/19/90 1610 121 
12/20/90 1210 315 
12/21/90 1790 315 
12/22/90 1800 0 
12/23/90 1850 0 
12/24/90 1900 0 
12/25/90 1950 0 
12/26/90 2000 0 
12/27/90 1160 717 
12/28/90 1375 1376 
12/29/90 1200 1368 
12/30/90 1200 1361 
12/31/90 1240 1062 
01/01/91 1240 983 
01/02/91 1240 999 
01/03/91 1200 1018 
01/04/91 1220 1000 
01/05/91 1250 1056 
01/06/91 1250 1045 

\RE S ERVE S\LAGARTO3 

SPOT 
CUM PROD DelP/Q MMcf ( p s i / I *cf) 

56.260 
56.260 
56.260 
56.260 
56.260 
56.260 
56.685 2. 325 
57.361 1. 683 
58.389 1. 058 
59.423 0. 975 
59.715 0. 986 
59.846 4 . 679 
60.132 2 . 056 
60.565 1. 589 
61.302 1. 273 
61.655 1. 949 
61.968 2 . 997 
62.721 0. 980 
63.164 0. 424 
64.039 1. 198 
65.171 0. 926 
66.060 0. 324 
66.255 1. 528 
67.366 0. 898 
68.307 0. 306 
68.307 
68.793 0. 901 
69.571 0. 550 
70.615 0. 994 
71.771 0. 898 
72.911 0. 911 
73.982 0. 782 
74.995 0. 985 
76.095 0. 889 
76.989 0. 333 
77.178 1. 630 
77.178 
77.565 1. 390 
77.957 0. 990 
78.078 4. 777 
78.393 3. 105 
78.708 1. 263 
78.708 
78.708 
78.708 
78.708 
78.708 
79.425 1. 434 
80.801 0. 591 
82.169 0. 722 
83.530 0 . 726 
84.592 0. 893 
85.575 0. 964 
86.574 0. 949 
87.592 0. 971 
88.592 0. 968 
89.648 0. 888 
90.693 0. 898 



Attachment 3 ~3-

VALERO P/Q METHOD 

WELL NAME:LAGARTO STATE UNIT #3 
WHSIP = 2188 on 8-6-90 

SPOT RATE 
DATE SPOT WHFTP Mcf/D 

01/07/91 1500 767 
01/08/91 1225 779 
01/09/91 1250 1001 
01/10/91 1250 1004 
01/11/91 1225 1001 
01/12/91 1240 1067 
01/13/91 1240 1084 
01/14/91 1215 1070 
01/15/91 1225 1039 
01/16/91 1210 1045 
01/17/91 1200 1029 
01/18/91 1220 1004 
01/19/91 1200 946 
01/20/91 1900 168 
01/21/91 1950 0 
01/22/91 1390 388 
01/23/91 1390 1031 
01/24/91 1390 680 
01/25/91 1250 672 
01/26/91 1200 790 
01/27/91 1200 801 
01/28/91 1200 814 
01/29/91 1200 810 
01/30/91 1200 833 
01/31/91 1200 868 
02/01/91 1200 778 
02/02/91 1200 872 
02/03/91 1100 855 
04/01/91 1200 578 
04/02/91 1050 756 
04/03/91 1100 921 
05/29/91 1050 520 
05/30/91 1050 790 
05/31/91 1125 790 
06/01/91 1250 750 
06/02/91 1250 750 

\RE S ERVES\LAGARTO3 

SPOT 
CUM PROD DelP 7Q 
MMcf (p s i / 1 4cf) 
91.460 0. 897 
92.239 1. 236 
93.240 0. 937 
94.244 0. 934 
95.245 0. 962 
96.312 0. 888 
97.396 0. 875 
98.466 0. 909 
99.505 0. 927 

100.550 0. 936 
101.579 0. 960 
102.583 0. 964 
103.529 1. 044 
103.697 1. 714 
103.697 
104.085 2 . 057 
105.116 0. 774 
105.796 1. 174 
106.468 1. 396 
107.258 1. 251 
108.059 1. 233 
108.873 1. 214 
109.683 1. 220 
110.516 1. 186 
111.384 1. 138 
112.162 1. 270 
113.034 1. 133 
113.889 1. 273 
114.467 1. 709 
115.223 1. 505 
116.144 1. 181 
116.664 2. 188 
117.454 1. 441 
118.244 1. 346 
118.994 1. 251 
119.744 1. 251 
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Attachment 5 

R E S E R V E S AND E C O N O M I C S 

OATE: 07/10/91 
TIHE: IA;33.57 
FILE: LAGARTO 
GETS: 3 

YFC OPERATED 
ENG: DF3 TECH: TH AS OF SEPTEMBER 1, 1990 

N/A 
35545-03-0 

-PRICES- OPERATIONS, Ml 15.00 PCT 
-END- —GROSS PRODUCTION-— NET PRODUCTION OIL GAS NET OPER SEVtADVt NET OPER CAPITAL CASH FLOW CUM. DISC 
MO-YR OIL, MEEL GAS, MMCF OIL, KB6L GAS, MMCF f/B $/M REVENUES WF TAXES EXPENSES COSTS, M BTAX, M$ BTAX, Ml 

12-90 1.441 55.615 I » liW 46.501 19.00 1.38 110.640 11.114 8.764 297.000 -206.238 -208.320 
4-91 1.441 55.615 1.222 46.501 19.00 1.83 110.407 11.090 3.764 .000 90.553 -123.871 
12-91 3.384 142.934 2.329 119.511 19.00 1.33 218,676 21.966 1/.JiO ,000 179.182 31.996 
12-92 3.561 159.741 2.977 133.564 19.00 1.38 240.881 24.197 26.292 .000 190.392 179.472 
12-93 2.314 lli.Bl? 1.935 93.495 19.00 I .00 165.788 16.653 26.292 .000 122.343 262.214 

12-94 1.504 78.273 1.258 65,446 19.00 1.38 114.217 11.473 LO•L1L .000 76.452 306.992 
12-9-5 .973 54.7°2 .8.13 45.313 19.00 1.33 78.764 7.912 26.292 .000 44.560 329.687 
12-94 .435 38,353 .531 32.068 19.00 1.38 54.343 5.459 i L in i 

£Q.Ll L .000 22.592 339.492 
12-97 .333 26.848 .278 22.448 19.00 1.38 36.260 3.642 26.292 .000 6.326 342.128 
1 
L t . 7'J 

12-99 
12- 'J 
12- 1 
12- 2 
12- 3 

12- 4 
12- 5 
12- 6 
12- 7 
12- 3 

S TOT 15.631 723.990 13.070 605.347 19.00 1.46 1129.976 113.506 192.803 297.000 526.662 342.128 

REM. .000 .000 .000 .000 .00 .00 .000 .000 . 000 .000 .000 342.123 

TOTAL 15.631 723.990 13.070 605.347 19,00 1.46 1129.976 113.506 192.B08 297.000 526.662 342.128 

CUM. .000 .000 NET OIL REVENUES |M) 243.330 —PRESENT WORTH PROFILE 
NET GAS REVENUES (N$) 881.646 DISC PH OF NET DISC PH OF NET 

ULT. 15.431 723.990 TOTAL REVENUES (N$) 1129.976 RATE BTAX, Mt RATE BTAX, M$ 

BTAX RATE OF RETURN (PCT) 112.96 PROJECT LIFE (YEARS) 7.333 ,0 526.662 80.0 54.172 
BTAX PAYOUT YEARS 1.10 DISCOUNT RATE (PCT) 15.000 5.0 453.318 90.0 34.842 
BTAX PAYOUT YEARS (DISC) 1.20 GROSS OIL WELLS .000 10.0 392.791 100.0 13.216 
BTftJ NET INCOME/INVEST 2.77 GROSS GAS WELLS 1.000 15.0 342.128 110.0 3.754 
BTAX NET INCOME/INVEST (DISC) 2.15 GROSS HELLS 1.000 20.0 299.192 120.0 -8.944 

30.0 230.551 140.0 -30.229 
INITIAL N.I . FRACTION 1.000000 INITIAL NET OIL FRACTION .836127 40.0 178.265 160.0 -47.388 
FINAL K.I . FRACTION 1.000000 FINAL NET OIL FRACTION .836127 50.0 137.199 180.0 -61.545 
PRODUCTION START DATE 9- 1-90 INITIAL NET GAS FRACTION .336127 60.0 104,124 200.0 -73.447 
MONTHS IN FIRST LINE 4.00 FINAL NET GAS FRACTION .836127 70.0 76.930 250.0 -96.361 
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STATE LA" D OFFICE 
SANTA FE. N.M. 



RAY POWELL, M.S., D.VM. 
COMMISSIONER 

£fate of Jfefo JHwctco 
(Eflmmtssunm of public Jkmfrs 

(505) 827-5760 
FAX (SOS) 827-5766 310 OLD SANTA FE TRAIL P.O. BOX 1148 

SANTA FE, NEW MEXICO 87504-1148 

October 3, 1994 

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

Attn: Ms. Mecca Mauritsen 

Re: Voluntary Termination 
Lagarto State Unit 
Lea County, New Mexico 

Dear Ms. Mauritsen: 

This office is in receipt of your letter of September 23, 1994, wherein as unit operator of the 
Lagarto State Unit, Lea County, New Mexico, you have requested our approval to voluntarily 
terminate the Lagarto State Unit. Also attached with your termination request are executed 
counter-parts of over seventy five percent (75%) of the unit working interest owners. 

Pursuant to Section 17. EFFECTIVE DATE AND TERM: of the unit agreement, please be 
advised that the Lagarto State Unit Agreement has this date been terminated effective September 
23, 1994. 

Please advise the New Mexico Oil Conservation Division and all other interested parties of this 
action. 

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

Very truly yours, 

RAY POWELL, M.S., D.V.M. 
COMMISSIONER OF PUBLIC LANDS 

BY: 9 

FLOYD O. PRANDO, Director 
Oil/Gas and Minerals Division 
(505) 827-5744 
RP/FOP/pm 
cc: Reader File 

OCD-Santa Fe Attn: Roy Johnson 
TRD-Santa Fe, Attn: Mike Holden 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS « . . - POST OFFICE BOX 2088 
GOVERNOR O c t o b e r 3 , 1 9 8 9 STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
1505) 827-5800 

Mr. David yandiver 
Fisk & Vandiver 
Attorneys at Law 
Seventh & Mahone, Suite E 
Artesia, New Mexico 88210 

Dear S i r : 

Enclosed herewith are two copies 
D i v i s i o n order r e c e n t l y entered 

Sincerely, 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Re: CASE NO. 9757 
ORDER NO.R-90Q4 

Applicant: 

Yates Petroleum Corporation 

of the above-referenced 
i n the subject case. 

Copy of order also sent t o : 
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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: 

•4- S 

CASE NO. 9757 . ? & i 
Order No. R-fcO^ 

APPLICATION OF YATES PETROLEUM fi $ L 
CORPORATION FOR A UNIT AGREEMENT, f f " , 
LEA COUNTY, NEW MEXICO. f j ^ ) 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on 
September 20, 1989, at Santa Fe, New Mexico, before Examiner 
David R. Catanach. 

NOW, on t h i s day of September, 1989, the 
D i v i s i o n D i r e c t o r , having considered the testimony, the 
record, and the recommendations of the Examiner, and being 
f u l l y advised i n the premises, 

FINDS THAT: 

(1) Due publi c notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The app l i c a n t , Yates Petroleum Corporation, seeks 
approval of the Lagarto State Unit Agreement f o r a l l o i l and 
gas i n any and a l l formations underlying the f o l l o w i n g 
described 4,404.91 acres, more or less, of State lands i n 
Lea County, New Mexico: 

TOWNSHIP 11 SOUTH, RANGE 34 EAST, NMPM 
Section! I j ai^a^il^_J2L^^_and and S/2 / / / 

Section 24: A l l 

TOWNSHIP 11 SOUTH, RANGE 3 5 EAST, NMPM 
-Seg&dJZD-J^Z^J^ and SE/4 ^ 

••"W! auuliuiPftf : - A l l -
. - .A ,' S-ecti-orr-i-f^: fti-i 

Section 19: Lots 1 and 2, NE/4, E/2 NW/4, and 
SE/4 



(3) No i n t e r e s t e d p arty appeared and objected to the 
proposed u n i t agreement. 

(4) A l l plans of development and operation and 
creations , expansions, or contractions of p a r t i c i p a t i n g 
areas or expansions or contractions of the u n i t area, should 
be submitted t o the Di r e c t o r of the D i v i s i o n f o r approval. 

(5) Approval of the proposed u n i t agreement should 
promote the prevention of waste and the p r o t e c t i o n of 
c o r r e l a t i v e r i g h t s w i t h i n the u n i t area. 

IT IS THEREFORE ORDERED THAT: 

(1) The Lagarto State Unit Agreement i s hereby 
approved f o r a l l o i l and gas i n any and a l l formations 
underlying the f o l l o w i n g described 4,404.91 acres, more or 
less, of State lands i n Lea County, New Mexico: 

TOWNSHIP 11 SOUTH, RANGE 3 4 EAST, NMPM / 7 

Section;, 1 * ^ &oTs _T7~27—3^ndr ^ - a r ^ ^ S f l : - ^ ^ ^ ^ 
-Sejstion&./12 and 13: A l l 
Section 24: A l l 

TOWNSHIP 11 SOUTH, RANGE 35 EAST, NMPM 
£eefei^H-€ : ^ Lot&-4pM±rTorrgh Ar-^2^SS^47" 
SectioHS7f"rf^Xll 
Sectiofi^-jbft-: A l l 
Section 19: Lots 1 and 2, NE/4, E/2 NW/4, and 

SE/4 

(2) The plan contained i n said u n i t agreement f o r the 
development and operation of the u n i t area i s hereby 
approved i n p r i n c i p l e as a proper conservation measure; 
provided, however, t h a t notwithstanding any of the 
provisions contained i n said u n i t agreement, t h i s approval 
s h a l l not be considered as waiving or r e l i n q u i s h i n g , i n any 
manner, any r i g h t , duty, or o b l i g a t i o n which i s now, or may 
hereafter be, vested i n the D i v i s i o n t o supervise and 
c o n t r o l operations f o r the e x p l o r a t i o n and development of 
any lands committed t o the u n i t and production of o i l or gas 
therefrom. 

(3) The u n i t operator s h a l l f i l e w i t h the D i v i s i o n an 
executed o r i g i n a l or executed counterpart of the u n i t 
agreement w i t h i n 30 days a f t e r the e f f e c t i v e date thereof; 
i n the event of subsequent jo i n d e r by any party or expansion 
or c o n t r a c t i o n of the u n i t area, the u n i t operator s h a l l 
f i l e w i t h the D i v i s i o n w i t h i n 30 days t h e r e a f t e r 
counterparts of the u n i t agreement r e f l e c t i n g the 
su b s c r i p t i o n of those i n t e r e s t s having joined or r a t i f i e d . 

(4) A l l plans of development and operation, a l l u n i t 
p a r t i c i p a t i n g areas and expansions and contractions thereof, 



and a l l expansions or contractions of the u n i t area, s h a l l 
be submitted t o the Director of the O i l Conservation 
D i v i s i o n f o r approval. 

(5) This order s h a l l become e f f e c t i v e upon the 
approval of said u n i t agreement by the Commissioner of 
Public Lands f o r the State of New Mexico; t h i s order s h a l l 
terminate- ipso f a c t o upon the termin a t i o n of said u n i t 
agreement; the l a s t u n i t operator s h a l l n o t i f y the D i v i s i o n 
immediately i n w r i t i n g of such t e r m i n a t i o n . 

(6) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LEMAY 
Director 

S E A L 



F I S K & V A N D I V E R 
ATTORNEYS AT LAW 

SEVENTH & MAHONE / SUITE E ° ' L C 0 N S ^ V A T I 0 N DIVISION 

ARTESIA, NEW MEXICO 88210 RECEIVED 

'89 OCT 17 flH 9 ll%AK 
( 5 0 5 ) 7 4 6 - 9 8 4 1 

J O H N F I S K 

DAVID R. VANDIVER ( 5 0 5 ) 746-4208 

October 16, 1989 

Energy, Minerals and Natural 
Resources Department 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 875<N 

Re4 Case No. 975 7 

Lagarto State Unit 
Lea County, New Mexico 

Gentlemen: 

Enclosed f o r f i l i n g i s an executed counterpart of the Unit Agree
ment f o r the Development and Operation of the Lagarto S t a t e U n i t 
Area, Lea County, New Mexico, as r e q u i r e d by Order No. R-9004 
entered i n Case No. 9757. Also enclosed i s a copy of the C e r t i f i 
cate of Approval dated September 29, 1989, whereby the Commission
er of Public Lands approved the Unit Agreement. 

Please c o n t a c t me i f you r e q u i r e anything f u r t h e r i n connection 
w i t h t h i s matter. 

Thank you. 

Very t r u l y yours, 

David R. Vandiver 

DRVrpvw 
Enclosures 

cc w/enclosure: Mr. Cy Cowan 
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NEW MEXICO STATE LAND OFFICE 

CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

LAGARTO STATE UNIT 
LEA COUNTY, NM 

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 i s described w i t h i n 
the attached Agreement, dated August 1. 1989 ,which said 
Agreement has been executed by parties owning and holding o i l and gas 
leases and royalty interests i n and under the property described, and up
on examination of said Agreement, the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement, the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
in place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands w i t h i n the area. 

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

NOW,THEREFORE, by vi r t u e 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 re s t r i c t e d to 
such lands w i t h i n the Unit Area, which are e f f e c t i v e l y committed to the 
Unit Agreement as of this date, and, further, that leases insofar as the 
lands covered thereby committed to thi s Unit Agreement shall be and the 
same are hereby amended to conform with the terms of such Unit Agreement, 
and said leases shall remain i n f u l l force and effect i n accordance with 
the terms and conditions of said Agreement. This approval is subject to 
a l l of the provisions and requirements of the aforesaid statutes. 

IN WITNESS WHEREOF, this C e r t i f i c a t e of Approval i s executed, with seal 
a f f i x e d , this CQt-V. day of s^ p m t e r , 19 89 

of the State of New'H#ixjLCo. / 
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UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION 

OF THE 

LAGARTO STATE UNIT 

LEA COUNTY, NEW MEXICO 

NO. 

m cx 

THIS AGREEMENT, entered i n t o as of the 1st day of August, 1989 by and 

between the p a r t i e s subscribing, r a t i f y i n g or consenting hereto, and herein 

r e f e r r e d t o as the " p a r t i e s hereto"; 

WITNESSETH: 

WHEREAS, the p a r t i e s hereto are the owners of working, r o y a l t y , or other 

o i l or gas i n t e r e s t s i n the u n i t area subject t o t h i s agreement; and 

WHEREAS, the Commissioner of Public Lands of the State o f New Mexico i s 

authorized by an Act of the Le g i s l a t u r e (Sec 3, Chap. 88, Laws 1943) as amended 

by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, A r t . 10, Sec. 45, N. M. 

Statutes 1978 Annot.), t o consent t o and approve the development of operation of 

State Lands under agreements made by lessees of State Land j o i n t l y or se v e r a l l y 

w i t h other lessees where such agreements provide f o r the u n i t operation or 

development or p a r t of or a l l of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of the L e g i s l a t u r e (Sec. 1, Chap. 162) , (Laws of 1951, 

Chap. 19, A r t . 10, Sec. 47, N. M. Statutes 1978 Annotated) t o amend w i t h the 

approval of lessee, evidenced by the lessee's execution of such agreement or 

otherwise, any o i l and gas lease embracing State Lands so t h a t the length of the 

term of said lease may coincide w i t h the term of such agreements f o r the u n i t 

operation and development of p a r t or a l l of any o i l or gas pool, f i e l d , or area; 

and 

WHEREAS, the O i l Conservation D i v i s i o n o f the Energy and Minerals 

Department of the State of New Mexico ( h e r e i n a f t e r r e f e r r e d t o as the 

" D i v i s i o n " ) , i s authorized by an Act of the L e g i s l a t u r e (Chap. 72, Laws 1935, as 

amended, being Section 70-2-1 et seq. New Mexico Statutes Annotated, 1978 

Compilation) t o approve t h i s agreement and the conservation provisions hereof; 

and 

WHEREAS, the p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t s i n the Lagarto 

State Unit Area covering the land h e r e i n a f t e r described t o give reasonably 

e f f e c t i v e c o n t r o l of operations t h e r e i n ; and 
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WHEREAS, i t i s the purpose of the p a r t i e s hereto to conserve n a t u r a l 

resources, prevent waste and secure other b e n e f i t s obtainable through 

development and operation of the area subject t o t h i s agreement under the terms, 

conditions and l i m i t a t i o n s herein set f o r t h ; 

NOW, THEREFORE, i n consideration of the premises and the promises herein 

contained, the p a r t i e s hereto commit t o t h i s agreement t h e i r respective 

i n t e r e s t s i n the below defined u n i t area, and agree s e v e r a l l y among themselves 

as f o l l o w s : 

1. UNIT AREA: The f o l l o w i n g described land i s hereby designated and 

recognized as c o n s t i t u t i n g the u n i t area: 

Township 11 South, Range 34 East, N.M.P.M. 
Section 1: Lots 1,2,3,4, Si 
Section 12: A l l 
Section 13: A l l 
Section 24: A l l 
Township 11 South, Range 35 East, N.M.P.M. 
Section 6: Lots 1,2,3,4,5,6, EiSWi, SEj 
Section 7: A l l 
Section 18: A l l 
Section 19: Lots 1, 2, NEi, EiNWj, SEi 
Containing 4404.91 acres, more or less 
Lea County, New Mexico 

E x h i b i t "A" attached hereto i s a map showing the u n i t area and the 

boundaries and i n d e n t i t y o f t r a c t s and leases i n said area t o the extent known 

to the u n i t operator. E x h i b i t "B" attached hereto i s a schedule showing t o the 

extent known t o the u n i t operator the acreage, percentage and kind of ownership 

of o i l and gas i n t e r e s t s i n a l l lands i n the u n i t area. However, nothing herein 

or i n said schedule or map s h a l l be construed as a representation by any p a r t y 

hereto as t o the ownership of any i n t e r e s t other than such i n t e r e s t or i n t e r e s t s 

as are shown on said map or schedule as owned by such p a r t y . E x h i b i t s "A" and 

"B" s h a l l be revised by the u n i t operator whenever changes i n ownership i n the 

u n i t area render such r e v i s i o n s necessary or when requested by the Commissioner 

of Public Lands, h e r e i n a f t e r r e f e r r e d t o as "Commissioner" or the O i l 

Conservation D i v i s i o n , h e r e i n a f t e r r e f e r r e d t o as the " D i v i s i o n " . 

A l l land committed t o t h i s agreement s h a l l c o n s t i t u t e land r e f e r r e d t o 

herein as " u n i t i z e d land" or "land subject t o t h i s agreement". 
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2. UNITIZED SUBSTANCES: A l l o i l , gas, n a t u r a l gasoline, and associated 

f l u i d hydrocarbons i n any and a i l formations of the u n i t i z e d land are u n i t i z e d 

under the terms of t h i s agreement and herein are c a l l e d " u n i t i z e d substances". 

3. UNIT OPERATOR: Yates Petroleum Corporation, whose address i s 105 

South Fourth Street, A r t e s i a , New Mexico 88210 i s hereby designated as u n i t 

operator and by signature hereto commits t o t h i s agreement a l l i n t e r e s t i n 

u n i t i z e d substances vested i n i t as set f o r t h i n E x h i b i t "B", and agrees and 

consents t o accept the duties and o b l i g a t i o n s of u n i t operator f o r the 

discovery, development and production of u n i t i z e d substances as herein provided. 

Whenever reference i s made herein t o the u n i t operator, such reference means the 

u n i t operator a c t i n g i n t h a t capacity and not as an owner of i n t e r e s t s i n 

u n i t i z e d substances, and the term "working i n t e r e s t owner" when used herein 

s h a l l include or r e f e r t o u n i t operator as the owner of a working i n t e r e s t when 

such an i n t e r e s t i s owned by i t . 

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator s h a l l have the 

r i g h t t o resign at any time but such r e s i g n a t i o n s h a l l not become e f f e c t i v e 

u n t i l a successor u n i t operator has been selected and approved i n the manner 

provided f o r i n Section 5 of t h i s agreement. The r e s i g n a t i o n of the u n i t 

operator s h a l l not release the u n i t operator from any l i a b i l i t y or any d e f a u l t 

by i t hereunder occurring p r i o r t o the e f f e c t i v e date of i t s r e s i g n a t i o n . 

Unit operator may, upon d e f a u l t or f a i l u r e i n the performance of i t s 

duties or o b l i g a t i o n s hereunder, be subject t o removal by the same percentage 

vote of the owners of working i n t e r e s t s determined i n l i k e manner as herein 

provided f o r the s e l e c t i o n of a new u n i t operator. Such removal s h a l l be 

e f f e c t i v e upon notice thereof t o the Commissioner and the D i v i s i o n . 

The r e s i g n a t i o n or removal of the u n i t operator under t h i s agreement s h a l l 

not terminate h i s r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or 

other i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal of 

u n i t operator becoming e f f e c t i v e , such u n i t operator s h a l l d e l i v e r possession of 

a l l equipment, m a t e r i a l s , and appurtenances used i n conducting the u n i t 

operations and owned by the working i n t e r e s t owners t o the newly duly q u a l i f i e d 

successor u n i t operator, or t o the owners thereof i f no such new u n i t operation 

i s elected, t o be used f o r the purpose of conducting u n i t operations hereunder. 

Nothing herein s h a l l be construed as a u t h o r i z i n g removal of any m a t e r i a l , 

equipment and appurtenances needed f o r the preservation of w e l l s . 

5. SUCCESSOR UNIT OPERATOR: Whenever the u n i t operator s h a l l resign as 

u n i t operator or s h a l l be removed as hereinabove provided, the owners of the 

un r t i n a i n t e r e s t s according to t h e i r respective acreage i n t e r e s t s i n a l l 
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u n i t i z e d land s h a l l by a m a j o r i t y vote select a successor u n i t operator; 

provided t h a t , i f a m a j o r i t y but less than seventy f i v e percent (7 5'»,) of the 

working i n t e r e s t s q u a l i f i e d to vote i s owned by one party to t h i s agreement, a 

concurring vote of s u f f i c i e n t a d d i t i o n a l p a r t i e s , so as t o c o n s t i t u t e i n the 

aggregate not less than seventy-five percent (75%) of the t o t a l working 

i n t e r e s t s , s h a l l be required t o s e l e c t a new operator. Such s e l e c t i o n s h a l l not 

become e f f e c t i v e u n t i l (a) a u n i t operator so selected s h a l l accept i n w r i t i n g 

the duties and r e s p o n s i b i l i t i e s of u n i t operator, and (b) the s e l e c t i o n s h a l l 

have been approved by the Commissioner. I f no successor u n i t operator i s 

selected and q u a l i f i e d as herein provided, the Commissioner a t h i s e l e c t i o n , 

w i t h notice to the D i v i s i o n , may declare t h i s u n i t agreement terminated. 

6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n the f i r s t 

instance a l l costs and expenses incurred i n conducting u n i t operations 

hereunder, and such costs and expenses and the working i n t e r e s t b e n e f i t s 

accruing hereunder s h a l l be apportioned, among the owners of the u n i t i z e d 

working i n t e r e s t s i n accordance w i t h an operating agreement entered i n t o by and 

between the u n i t operator and the owners of such i n t e r e s t s , whether one or more, 

separately or c o l l e c t i v e l y . Any agreement or agreements entered i n t o between 

the working i n t e r e s t owners and the u n i t operator as provided i n t h i s s ection, 

whether one or more, are herein r e f e r r e d t o as the "Operating Agreement". No 

such agreement s h a l l be deemed e i t h e r t o modify any of the terms and conditions 

of t h i s u n i t agreement or t o r e l i e v e the u n i t operator of any r i g h t or 

o b l i g a t i o n established under t h i s u n i t agreement and i n case of any 

inconsistencies or c o n f l i c t between t h i s u n i t agreement and the operating 

agreement, t h i s u n i t agreement s h a l l p r e v a i l . 

7. RIGHTS AIJD OBLIGATIONS OF UNIT OPERATOR: Except as otherwise 

s p e c i f i c a l l y provided herein, the exclusive r i g h t , p r i v i l e g e and duty of 

exerci s i n g any and a l l r i g h t s of the p a r t i e s hereto which are necessary or 

convenient f o r prospecting f o r , producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g 

the u n i t i z e d substances are hereby delegated t o and s h a l l be exercised by the 

u n i t operator as herein provided. Acceptable evidence of t i t l e t o said r i g h t s 

s h a l l be deposited w i t h said u n i t operator and, together w i t h t h i s agreement, 

s h a l l c o n s t i t u t e and define the r i g h t s , p r i v i l e g e s and o b l i g a t i o n s of u n i t 

operator. Nothing herein, however, s h a l l be construed t o t r a n s f e r t i t l e t o any 

land or t o any lease or operating agreement, i t being understood t h a t under t h i s 

agreement the u n i t operator, i n i t s capacity as u n i t operator, s h a l l exercise 

the r i g h t s of possession and use vested i n the p a r t i e s hereto only f o r the 

nnrnoses herein s p e c i f i e d . 
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8. PRILLING TO DISCOVERY: The u n i t operator s h a l l , w i t h i n s i x t y (60) 

days a f t e r the e f f e c t i v e date of t h i s agreement, commence operations upon an 

adequate t e s t w e l l f o r o i l and gas upon some p a r t of the lands embraced w i t h i n 

the u n i t area and s h a l l d r i l l said w e l l w i t h due d i l i g e n c e to a depth s u f f i c i e n t 

to a t t a i n the top of the Atoka formation or t o such a depth as u n i t i z e d 

substances s h a l l be discovered i n paying q u a n t i t i e s a t a lesser depth or u n t i l 

i t s h a l l , i n the opinion of u n i t operator, be determined t h a t the f u r t h e r 

d r i l l i n g o f said w e l l s h a l l be unwarranted or impracticable; provided, however, 

th a t u n i t operator s h a l l not, i n any event, be required to d r i l l s aid w e l l to a 

depth i n excess of 11,600 f e e t . U n t i l a discovery of a deposit of u n i t i z e d 

substances capable of being produced i n paying q u a n t i t i e s ( t o w i t : q u a n t i t i e s 

s u f f i c i e n t to repay the cost of d r i l l i n g and producing operations w i t h a 

resonable p r o f i t ) u n i t operator s h a l l continue d r i l l i n g d i l i g e n t l y , one w e l l a t 

a time, allowing not more than s i x months between the completion of one w e l l and 

the beginning of the next w e l l , u n t i l a w e l l capable of producing u n i t i z e d 

substances i n paying q u a n t i t i e s i s completed t o the s a t i s f a c t i o n of the 

Commissioner or u n t i l i t i s reasonably proven t o the s a t i s f a c t i o n of the u n i t 

operator t h a t the u n i t i z e d land i s incapable of producing u n i t i z e d substances i n 

paying q u a n t i t i e s i n the formation d r i l l e d hereunder. 

Any w e l l commenced p r i o r t o the e f f e c t i v e date of t h i s agreement upon the 

u n i t area and d r i l l e d t o the depth provided herein f o r the d r i l l i n g of an 

i n i t i a l t e s t w e l l s h a l l be considered as complying w i t h the d r i l l i n g 

requirements hereof w i t h respect to the i n i t i a l w e l l . The Commissioner may 

modify the d r i l l i n g requirements of t h i s section by gra n t i n g reasonable 

extensions of time when i n h i s opinion such a c t i o n i s warranted. Upon f a i l u r e 

to comply w i t h the d r i l l i n g provisions of t h i s a r t i c l e the Commissioner may, 

a f t e r reasonable notice t o the u n i t operator and each working i n t e r e s t owner, 

lessee and lessor a t t h e i r l a s t known addresses, declare t h i s u n i t agreement 

terminated, and a l l r i g h t s , p r i v i l e g e s and o b l i g a t i o n s granted and assumed by 

t h i s u n i t agreement s h a l l cease and terminate as of such date. 

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: 

Should u n i t i z e d substances i n paying q u a n t i t i e s be discovered upon the 

u n i t area, the u n i t operator s h a l l on or before s i x months from the time of the 

completion of the i n i t i a l discovery w e l l and w i t h i n t h i r t y days a f t e r the 

e x p i r a t i o n of each twelve months period t h e r e a f t e r , f i l e a r e p o r t w i t h the 

Commissioner and D i v i s i o n of the status of the development of the u n i t area and 

the development contemplated f o r the f o l l o w i n g twelve months period. 
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I t i s understood t h a t one of the main considerations f c r the approval of 

t h i s agreement by the Commissioner of Public Lands i s to secure the or d e r l y 

development of the u n i t i z e d lands i n accordance w i t h good conservation p r a c t i c e s 

so as to obtain the greatest u l t i m a t e recovery of u n i t i z e d substances. 

Af t e r discovery of u n i t i z e d substances i n paying q u a n t i t i e s , u n i t operator s h a l l 

proceed w i t h d i l i g e n c e to reasonably develop the u n i t i z e d area as a reasonably 

prudent operator would develop such area under the same or s i m i l a r 

circumstances. 

I f the u n i t operator should f a i l t o comply w i t h the above covenant f o r 

reasonable development t h i s agreement may be terminated by the Commissioner as 

to a l l lands of the State of New Mexico embracing undeveloped regular w e l l 

spacing or p r o r a t i o n u n i t s , but i n such event, the basis of p a r t i c i p a t i o n by the 

working i n t e r e s t owenrs s h a l l remain the same as i f t h i s agreement had not been 

terminated as t o such lands; provided however, the Commissioner s h a l l give 

notice t o the u n i t operator and the lessees of record i n the manner prescribed 

by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of i n t e n t i o n t o cancel on 

account o f any alleged breach of said covenant f o r reasonable development and 

decision entered thereunder s h a l l be subject t o appeal i n the manner prescribed 

by (Sec. 19-10-23 N.M. Statutes 1978 Annotated), and, provided f u r t h e r , i n any 

event the u n i t operator s h a l l be given a reasonable opportunity a f t e r a f i n a l 

determination w i t h i n which t o remedy any d e f a u l t , f a i l i n g i n which t h i s 

agreement s h a l l be terminated as to a l l lands of the State of New Mexico 

embracing undeveloped regular w e l l spacing or p r o r a t i o n u n i t s . 

Notwithstanding any of the prov i s i o n s of t h i s Agreement t o the contr a r y , 

a l l undeveloped regular w e l l spacing or p r o r a t i o n u n i t t r a c t s w i t h i n the u n i t 

boundaries embracing lands of the State of New Mexico s h a l l be aut o m a t i c a l l y 

eliminated from t h i s Agreement and s h a l l no longer be a p a r t of the u n i t or be 

f u r t h e r subject t o the terms of t h i s Agreement unless at the e x p i r a t i o n o f f i v e 

years (5) a f t e r the f i r s t day of the month f o l l o w i n g the e f f e c t i v e date of t h i s 

Agreement d i l i g e n t d r i l l i n g operations are i n progress on said t r a c t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a w e l l capable of 

producing u n i t i z e d substances i n paying q u a n t i t i e s , the owners of working 

i n t e r e s t s s h a l l p a r t i c i p a t e i n the production therefrom and i n a l l other 

producing wells which may be d r i l l e d pursuant hereto i n the proportions t h a t 

t h e i r respective leasehold i n t e r e s t s covered hereby on an acreage basis bears t o 

the t o t a l number of acres committed t o t h i s u n i t agreement, and such u n i t i z e d 

substances s h a l l be deemed t o have been produced from the respective leasehold 

i n t e r e s t s p a r t i c i p a t i n g t h e r e i n . For the purpose of determining any b e n e f i t s 
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accurinc ur.der t h i s aqreement and the d i s t r i b u t i o n of the r o y a l t i e s payable to 

the State of Hew Mexico and other lessors, each separate lease s h a l l have 

al l o c a t e d t o i t such percentage of said production as the number of acres i n 

each lease r e s p e c t i v e l y committed to t h i s agreement bears to the t o t a l number of 

acres committed hereto. 

Notwithstanding any provisions contained herein to the contrary, each 

working i n t e r e s t owner s h a l l have the r i g h t t o take such owner's proportionate 

share of the u n i t i z e d substances i n kind or t o personally s e l l or dispose of the 

same, and nothing herein contained s h a l l be construed as g i v i n g or g r a n t i n g t o 

the u n i t operator the r i g h t t o s e l l or otherwise dispose of the proportionate 

share of any working i n t e r e s t owner without s p e c i f i c a u t h o r i z a t i o n from time t o 

time so t o do. 

11. ALLOCATION OF PRODUCTION: A l l u n i t i z e d substances produced from each 

t r a c t i n the u n i t i z e d area established under t h i s agreement, except any p a r t 

thereof used f o r production or development purposes hereunder, or unavoidably 

l o s t , s h a l l be deemed t o be produced equally on an acreage basis from the 

several t r a c t s of the u n i t i z e d land, and f o r the purpose of determining any 

b e n e f i t s t h a t accrue on an acreage basis, each such t r a c t s h a l l have a l l o c a t e d 

to i t such percentage of said production as i t s area bears t o the e n t i r e 

u n i t i z e d area. I t i s hereby agreed t h a t production of u n i t i z e d substances from 

the u n i t i z e d area s h a l l be a l l o c a t e d as provided herein, regardless of whether 

any wells are d r i l l e d on any p a r t i c u l a r t r a c t s o f said u n i t i z e d area. 

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: A l l r e n t a l s 

due the State of New Mexico s h a l l be paid by the respective lease owners i n 

accordance w i t h the terms o f t h e i r leases. 

A l l r o y a l t i e s due t o the State of New Mexico under the terms of the leases 

committed to t h i s agreement s h a l l be computed and paid on the basis of a l l 

u n i t i z e d substances a l l o c a t e d t o the respective leases committed hereto; 

provided, however, the State s h a l l be e n t i t l e d t o take i n kind i t s share of the 

u n i t i z e d substances a l l o c a t e d to the respective leases, and i n such case the 

u n i t operator s h a l l make d e l i v e r i e s of such r o y a l t y o i l i n accordance w i t h the 

terms of the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands other than the 

State of New Mexico, s h a l l be p a i d by the respective lease owners i n accordance 

w i t h the terms of t h e i r leases and a l l r o y a l t i e s due under the terms of any such 

leases s h a l l be paid on the basis of a l l u n i t i z e d substances a l l o c a t e d t o the 

respective leases committed hereto. 
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I f the u n i t operator introduces gas obtained from sources other than the 

u n i t i z e d substances i n t o any producing formation f o r the purpose of 

repressuring, s t i m u l a t i n g or increasing the u l t i m a t e recovery of u n i t i z e d 

substances therefrom, a l i k e amount of gas, i f a v a i l a b l e , w i t h due allowance f o r 

loss or depletion from any cause may be withdrawn from the formation i n t o which 

the gas was introduced r o y a l t y free as to dry gas but not as t o the products 

extracted therefrom; provided, t h a t such withdrawal s h a l l be at such time as may 

be provided i n a plan of operation consented t o by the Commissioner and approved 

by the D i v i s i o n as conforming t o good petroleum engineering p r a c t i c e ; and 

provided f u r t h e r , t h a t such r i g h t of withdrawal s h a l l terminate on the 

termination of t h i s u n i t agreement. 

I f any lease committed hereto i s burdened w i t h an o v e r r i d i n g r o y a l t y , 

payment out of production or other charge i n a d d i t i o n t o the usual r o y a l t y , the 

owner of such lease s h a l l bear and assume the same out of the u n i t i z e d 

substances a l l o c a t e d t o the lands embraced i n each such lease as provided 

herein. 

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO 

LANDS WITHIN THE UNITIZED AREA: 

The terms, conditions and pro v i s i o n s of a l l leases, subleases, operating 

agreements and other contracts r e l a t i n g t o the e x p l o r a t i o n , d r i l l i n g development 

or operation f o r o i l or gas of the lands committed t o t h i s agreement, s h a l l as 

of the e f f e c t i v e date hereof, be and the same are hereby expressly modified and 

amended i n s o f a r as they apply t o lands w i t h i n the u n i t i z e d area t o the extent 

necessary t o make the same conform t o the provi s i o n s hereof and so t h a t the 

respective terms of said leases and agreements w i l l be extended i n s o f a r as 

necessary t o coincide w i t h the terms of t h i s agreement and the approval o f t h i s 

agreement by the Commissioner and the respective lessors and lessees s h a l l be 

e f f e c t i v e t o confrom the p r o v i s i o n s and extend the terms of each such lease as 

to lands w i t h i n the u n i t i z e d area t o the p r o v i s i o n s and terms of t h i s agreement; 

but otherwise t o remain i n f u l l force and e f f e c t . Each lease committed t o t h i s 

agreement, i n s o f a r as i t applies t o lands w i t h i n the u n i t i z e d area, s h a l l 

continue i n force beyond the term provided t h e r e i n as long as t h i s agreement 

remains i n e f f e c t , provided, d r i l l i n g operations upon the i n i t i a l t e s t w e l l 

provided f o r herein s h a l l have been commenced or said w e l l i s i n the process of 

being d r i l l e d by the u n i t operator p r i o r t o the e x p i r a t i o n of the shortest term 

lease committed t o t h i s agreement. Termination of t h i s agreement s h a l l not 

a f f e c t any lease which pursuant t o the terms thereof or any applicable laws 

would continue i n f u l l force and e f f e c t t h e r e a f t e r . The commencement, 
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completion, continued operation or production or. each of the leasehold i n t e r e s t s 

committed t o t h i s agreement and operations or production pursuant to t h i s 

agreement s h a l l be deemed to be operations upon and production from each 

leasehold i n t e r e s t committed hereto and there s h a l l be no o b l i g a t i o n on the par t 

of the u n i t operator or any of the owners of the respective leasehold i n t e r e s t s 

committed hereto t o d r i l l o f f s e t t o we l l s as between the leasehold i n t e r e s t s 

committed to t h i s agreement, except as provided i n Section 9 hereof. 

Any lease embracing lands o f the State of New Mexico of which only a 

p o r t i o n i s committed hereto s h a l l be segregated as t o the p o r t i o n committed and 

as t o the p o r t i o n not committed and the terms of such leases s h a l l apply 

separately as two separate leases as to such segregated p o r t i o n s , commencing as 

of the e f f e c t i v e date hereof. Notwithstanding any of the pr o v i s i o n s of t h i s 

agreement t o the contrary, any lease embracing lands of the State of New Mexico 

having only a p o r t i o n o f i t s lands committed hereto s h a l l continue i n f u l l force 

and e f f e c t beyond the term provided t h e r e i n as t o a l l lands embraced w i t h i n the 

u n i t i z e d area and committed t o t h i s agreement, i n accordance w i t h the terms of 

t h i s agreement. I f o i l and gas, or e i t h e r of them, are discovered and are being 

produced i n paying q u a n t i t i e s from some p a r t of the lands embraced i n such lease 

which p a r t i s committed t o t h i s agreement at the e x p i r a t i o n of the secondary 

term of such lease, such production s h a l l not be considered as production from 

lands embraced i n such lease which are not w i t h i n the u n i t i z e d area, and which 

are not committed t h e r e t o , and d r i l l i n g or reworking operations upon some p a r t 

of the lands embraced w i t h i n the u n i t i z e d area and committed t o t h i s agreement 

s h a l l be considered as d r i l l i n g and reworking operations only as t o lands 

embraced w i t h i n the u n i t agreement and not as t o lands embraced w i t h i n the lease 

and not committed t o t h i s u n i t agreement; provided, however, as to any lease 

embracing lands of the State of New Mexico having only a p o r t i o n of i t s lands 

committed hereto upon which o i l and gas, or e i t h e r of them, has been discovered 

i s discovered upon t h a t p o r t i o n of such lands not committed t o t h i s agreement, 

and are being produced i n paying q u a n t i t i e s p r i o r t o the e x p i r a t i o n of the 

primary term of such lease, such production i n paying q u a n t i t i e s s h a l l serve t o 

continue such lease i n f u l l force and e f f e c t i n accordance w i t h i t s terms as t o 

a l l of the lands embraced i n said lease. 

14. CONSERVATION: Operations hereunder and production of u n i t i z e d 

substances s h a l l be conducted t o provide f o r the most economical and e f f i c i e n t 

recovery of said substances without waste, as defined by or pursuant t o State 

laws or re g u l a t i o n s . 
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15. DRAINAGE: I n the event a w e l l or weils producing o i l or gas i n paying 

q u a n t i t i e s should be brought i n on land adjacent to the u n i t area d r a i n i n g 

u n i t i z e d substances from the lands embraced t h e r e i n , u n i t operator s h a l l d r i l l 

such o f f s e t w e l l or wells as a reasonably prudent operator would d r i l l under the 

same or s i m i l a r circumstances. 

16. COVENANTS RUN WITH LAND: The covenants herein s h a l l be construed t o 

be convenants running w i t h the land w i t h respect t o the i n t e r e s t s o f the p a r t i e s 

hereto and t h e i r successors i n i n t e r e s t u n t i l t h i s agreement terminates, and any 

grant, t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject hereto s h a l l 

be and hereby i s conditioned upon the assumption of a l l p r i v i l e g e s and 

ob l i g a t i o n s hereunder t o the grantee, transferee or other successor i n i n t e r e s t . 

No assignment or t r a n s f e r or any working, r o y a l t y , or other i n t e r e s t subject 

hereto s h a l l be binding upon u n i t operator u n t i l the f i r s t day of the calendar 

month a f t e r the u n i t operator i s furnished w i t h the o r i g i n a l , p h o t o s t a t i c , or 

c e r t i f i e d copy of the instrument of t r a n s f e r . 

17. EFFECTIVE DATE AND TERM: This agreement s h a l l become e f f e c t i v e upon 

approval by the Commissioner and the D i v i s i o n and s h a l l terminate i n f i v e (5) 

years a f t e r such date unless (a) such date of e x p i r a t i o n i s extended by the 

Commissioner, or (b) a valuable discovery of u n i t i z e d substances has been made 

on u n i t i z e d land during said i n i t i a l term or any extension thereof i n which case 

t h i s agreement s h a l l remain i n e f f e c t so long as u n i t i z e d substances are being 

produced i n paying q u a n t i t i e s from the u n i t i z e d land and, should production 

cease, so long t h e r e a f t e r as d i l i g e n t operations are i n progress f o r the 

r e s t o r a t i o n of production or discovery of new production and so long t h e r e a f t e r 

as the u n i t i z e d substances so discovered are being produced as aforesaid. This 

agreement may be terminated a t any time by not less than seventy-five percent 

(75%) on an acreage basis of the owners of the working i n t e r e s t s , signatory 

hereto, w i t h the approval of the Commissioner and w i t h notice t o D i v i s i o n . 

Likewise, the f a i l u r e t o comply w i t h the d r i l l i n g requirements of Section 8 

hereof, may subject t h i s agreement t o te r m i n a t i o n as provided i n said section. 

18. RATE OF PRODUCTION: A l l production and the disposal thereof s h a l l be 

i n conformity w i t h a l l o c a t i o n s , allotments, and quotas made or f i x e d by the 

Commission, and i n conformity w i t h applicable laws and l a w f u l r e g u l a t i o n s . 

19. APPEARANCES: Unit operator s h a l l , a f t e r n o tice t o other p a r t i e s 

a f f e c t e d , have the r i g h t t o appear f o r and on behalf of any and a l l i n t e r e s t 

a f f e c t e d hereby, before the Commissioner of Public Lands and the D i v i s i o n , and 

to appeal from orders issued under the regul a t i o n s of the Commissioner or 

Di v i s i o n , or t o apply f o r r e l i e f from any of said r e g u l a t i o n s or i n anv 
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proceedings on i t s own behalf r e l a t i v e to operations pending betcre the 

Conmissioner or D i v i s i o n ; provided, however, t h a t any other i n t e r e s t p arty s h a l l 

also have the r i g h t s at his own expense t o appear and to p a r t i c i p a t e i n any such 

proceeding. 

20. NOTICES: A l l notices, demands or statements required hereunder to be 

given or rendered t o the p a r t i e s hereto, s h a l l be deemed f u l l y given, i f given 

i n w r i t i n g and sent by postpaid r e g i s t e r e d m a i l , addressed t o such party or 

p a r t i e s a t t h e i r respective addxesses, set f o r t h i n connection w i t h the 

signatures hereto or t o the r a t i f i c a t i o n or consent hereof, or t o such other 

address as any such party may have furnished i n w r i t i n g to p a r t y sending the 

no t i c e , demand, or statement. 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g the 

u n i t operator t o commence or continue d r i l l i n g or t o operate on or produce 

u n i t i z e d substances from any of the lands covered by t h i s agreement, s h a l l be 

suspended w h i l e , but only so long as, the u n i t operator, despite the exercise of 

due care and d i l i g e n c e , i s prevented from complying w i t h such o b l i g a t i o n s , i n 

whole or p a r t , by s t r i k e s , war, act of God, Federal, State, or municipal law or 

agencies, unavoidable accidents, u n c o n t r o l l a b l e delays i n t r a n s p o r t a t i o n , 

i n a b i l i t y t o obtain necessary m a t e r i a l i n open market, or other matters beyond 

the reasonable c o n t r o l of the u n i t operator, whether s i m i l a r t o matters herein 

enumerated or not. 

22. LOSS OF TITLE: I n the event t i t l e t o any t r a c t of u n i t i z e d land or 

su b s t a n t i a l i n t e r e s t t h e r e i n s h a l l f a i l , and the true owner cannot be induced t o 

j o i n the u n i t agreement so t h a t such t r a c t i s not committed t o t h i s agreement, 

or the operation thereof hereunder becomes impracticable as a r e s u l t thereof, 

such t r a c t may be eliminated from the u n i t i z e d area, and the i n t e r e s t o f the 

p a r t i e s readjusted as a r e s u l t of such t r a c t being eliminated from the u n i t i z e d 

area. I n the event of a dispute as t o the t i t l e t o any r o y a l t y , working, or 

other i n t e r e s t subject hereto, the u n i t operator may wi t h h o l d payment or 

de l i v e r y o f the a l l o c a t e d p o r t i o n of the u n i t i z e d substances involved on account 

thereof, without l i a b i l i t y f o r i n t e r e s t u n t i l the dispute i n f i n a l l y s e t t l e d , 

provided t h a t no payments of funds due the State of New Mexico s h a l l be 

withheld. Unit operator, as such, i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any 

defect or f a i l u r e of any t i t l e hereunder. 

23. SUBSEQUENT JOINDER: Any o i l or gas i n t e r e s t i n lands w i t h i n the u n i t 

area not committed hereto, p r i o r t o the submission of the agreement f o r f i n a l 

approval by the Commissioner and the D i v i s i o n , may be committed hereto by the 
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owner or owners of such r i g h t s , subscribing or consenting to t h i s agreement, or 

executing a r a t i f i c a t i o n thereof, and i f such owner i s also a working i n t e r e s t 

owner, by subscribing t o the operating agreement p r o v i d i n g f o r the a l l o c a t i o n of 

costs of e x p l o r a t i o n , development and operation. A subsequent j o i n d e r s h a l l be 

e f f e c t i v e as of the f i r s t day of the month f o l l o w i n g the approval by the 

Commissioner and the f i l i n g w i t h the D i v i s i o n of duly executed counterparts of 

the instrument or instruments committing the i n t e r e s t of such owner t o t h i s 

agreement, but such j o i n i n g p a r t y or p a r t i e s , before p a r t i c i p a t i n g i n any 

be n e f i t s hereunder, s h a l l be required t o assume and pay t o u n i t operator, t h e i r 

proportionate share of the u n i t expenses incurred p r i o r t o such party's or 

p a r t i e s j o i n d e r i n the u n i t agreement, and the u n i t operator s h a l l make 

appropriate adjustments caused by such j o i n d e r , without any r e t r o a c t i v e 

adjustment of revenue. 

24. COUNTERPARTS: This agreement may be executed i n any number of 

counterparts, no one of which needs t o be executed by a l l p a r t i e s , or may be 

r a t i f i e d or consented t o by separate instrument i n w r i t i n g s p e c i f i c a l l y 

r e f e r r i n g hereto, and s h a l l be binding upon a l l those p a r t i e s who have executed 

such a counterpart, r a t i f i c a t i o n , or consent hereto w i t h the same force and 

e f f e c t as i f a l l such p a r t i e s had signed the same document, and regardless of 

whether or not i t i s executed by a l l other p a r t i e s owning or claiming an 

i n t e r e s t i n the lands w i t h i n the above described u n i t area. 

IN WITNESS WHEREOF, the undersigned p a r t i e s hereto have caused t h i s 

agreement to be executed as of the respective dates set f o r t h opposite t h e i r 

signatures. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

YATES PETROLEUM CORPORATION (OPERATOR) 

Date: August 1, 1989 

STATE OF NEW MEXICO) 

ss 
tWC£flNTY OF EDDY) 

• »• foregoing instrument was acknowledged before me t h i s 1st day of August, 
*,v'/'^^j^V\^V

ohn A- Yates/ Attorney-in-Fact for YATES PETROLEUM CORPORATION, a New 
/ if-* We^Ltoc* ppDrporation on behalf of said corporation. y\ 

-12-
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COIISENT AND RATIFICATION 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE LAGARTO STATE UNIT 
LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t of a 
copy of the Unit Agreement and Unit Operating Agreement f o r the development and 
operation of the Lagarto State Unit embracing lands s i t u a t e d i n Lea County, 
New Mexico, which said Agreement i s dated August 1, 1989, and acknowledged 
t h a t they have read the same and are f a m i l i a r w i t h the terms and conditions 
thereof. The undersigned also being the owners of leasehold i n t e r e s t s being 
committed t o said Unit Agreement and Unit Operating Agreement do hereby 
consent t o said Unit Agreement and Unit Operating Agreement and r a t i f y a l l the 
terms and provisions thereof, exactly the same as i f the undersigned has 
executed the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 
counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned as of 
the date set f o r t h i n t h e i r respective acknowledgements. 

YATES DRILLING COMPANY 

STATE OF NEW MEXICO ) 
: ss 

COUNTY OF EDDY ) 

The foregoing instrument was acknowledged before me t h i s 22nd day 
of September / 1989, by Peyton Yates , Attorney-in-Fact 
for' Y5VTE/S DTIILLING COMPANY, a New Mexico company, on behalf of said company. 

c My. (^mission-empires: T^o^n^A^ <^ J ±]L 
• At/gust" 2g, 7991 Notary Public 
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CONSENT AND RATIFICATION 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE LAGARTO STATE UNIT 
LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t of a 
copy of the Unit Agreement and Unit Operating Agreement f o r the development and 
operation of the Lagarto State Unit embracing lands s i t u a t e d i n Lea County, 
New Mexico, which said Agreement i s dated August 1, 1989, and acknowledged 
th a t they have read the same and are f a m i l i a r w i t h the terms and conditions 
thereof. The undersigned also being the owners of leasehold i n t e r e s t s being 
committed t o said Unit Agreement and Unit Operating Agreement do hereby 
consent t o said Unit Agreement and Unit Operating Agreement and r a t i f y a l l the 
terms and provisions thereof, exactly the same as i f the undersigned has 
executed the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 
counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned as of 
the date set f o r t h i n t h e i r respective acknowledgements. 

ABO PETROLEUM CORPORATION 

STATE OF NEW MEXICO ) 
: ss 

COUNTY OF EDDY ) 

The foregoing instrument was acknowledged before me t h i s 22nd day 
of .„September # i 9 8 9 , by John A. Yatpc; , Attorney-in-Fact 
pdi • ABO{,»Jr̂ £OLEtJM CORPORATION, a New Mexico corpor a t i o n , on behalf of said 

corjporatiofu 

My commission-empires: ^^V^jw-^e-
\ • '°Auqlrst '28,y 1991 Notary Public 
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CONSENT AND RATIFICATION 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE LAGARTO STATE UNIT 
LEA COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges r e c e i p t of a 
copy of the Unit Agreement and Unit Operating Agreement f o r the development and 
operation of the Lagarto State Unit embracing lands s i t u a t e d i n Lea County, 
New Mexico, which said Agreement i s dated August 1, 1989, and acknowledged 
t h a t they have read the same and are f a m i l i a r w i t h the terms and conditions 
thereof. The undersigned also being the owners of leasehold i n t e r e s t s being 
committed t o said Unit Agreement and Unit Operating Agreement do hereby 
consent t o said Unit Agreement and Unit Operating Agreement and r a t i f y a l l the 
terms and provisions thereof, exactly the same as i f the undersigned has 
executed the o r i g i n a l of said Unit Agreement and Unit Operating Agreement or a 
counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned as of 
the date set f o r t h i n t h e i r respective acknowledgements. 

MYCO INDUSTRIES, INC. 

By ̂ r#,, //•; M 
A>itorney-in-Fa>rt 

STATE OF NEW MEXICO 

COUNTY OF EDDY 
ss 

The foregoing instrument was acknowledged before me t h i s 22nd day 
of September , 1989, by Frank W. Yates, J r . , Attorney-in-Fact f o r MYCO 

y\> 5t̂ U!->T'ftÊ S, INC., a New Mexico corporation, on behalf of said corporation. 

.•'My^eommipsi'on expires: 
•iVt? flggus y.2ft, 1991 Notary Public 

u 

STATE OF NEW MEXICO 
COUNTY OF LEA 

ri recorded ^ BOCK. 

Sr.iriey Hoope/TLp6 County CisrK \ 

Deputy 
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