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UNIT AGREEMENT
KNOWLES GARRETT UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of , 2020, by
the parties who have signed the original of this instrument, a counterpart thereof, or other
instrument agreeing to become a party hereto,

Recitals

In the interest of public welfare and to promote conservation and increase the ultimate
recovery of Unitized Substances from the Garrett: Drinkard formation, in Lea County, New
Mexico, and to protect the rights of the owners of interest therein, it is deemed necessary and
desirable to enter into this agreement to unitize the oil and gas rights in and to the Unitized
Formation in order to conduct Unit operations as herein provided:

Agreement

THEREFORE, in consideration of the premises and of the mutual agreements herein
contained, it is agreed as follows:

ARTICLE 1
DEFINITIONS
As used in this agreement,

1.1 Unit Area is the land described by Tracts in Exhibit A and shown on Exhibit B as to
which this agreement becomes effective or to which it may be extended as herein provided.

1.2.  Unitized Formation is the subsurface portion of the Unit Area described as the Garrett;
Drinkard formation, constituting that continuous interval beginning one hundred feet above the
top of the Drinkard formation and continuing to one hundred feet below the base of the Drinkard
formation. This interval is further described as that interval correlative to the interval between
8,145 feet and 8,748 feet beneath the surface of the ground as shown on the Gamma Ray
Compensated Neutron-Density Log in Yates Petroleum’s Lazarus ARV No. 1 well, located
2,100 feet from the North line and 990 feet from the East line of Section 30, Township 16 South,
Range 38 East, N.M.P.M., Lea County, New Mexico.

1.3 Unitized Substances are all oil, gas, gaseous substances, sulphur contained in gas,
condensate, distillate, and all associated and constituent liquid or liquefiable hydrocarbons other
than Outside Substances within or produced from the Unitized Formation.

1.4 Working Interest is an interest in Unitized Substances by virtue of a lease, operating
agreement, fee title, or otherwise, including a carried interest, the owner of which interest is
obligated to pay, either in cash or out of production or otherwise, a portion of the Unit Expense;
however, Oil and Gas Rights that are free of lease or other instrument creating a Working
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Interest in another shall be regarded as a Working Interest to the extent of seven-eighths (7/8) of
such interest in Unitized Substances, and as a Royalty Interest with respect to the remaining one-
eighth (I/8) interest therein. A Royalty Interest created out of a Working Interest subsequent to
the execution of this agreement by the owner of such Working Interest shall continue to be
subject to such Working Interest burdens and obligations that are stated in this agreement and the
Unit Operating Agreement.

1.5 Royalty Interest is a right to or interest in any portion of the Unitized Substances or
proceeds thereof other than a Working Interest.

1.6 Royalty Owner is a party hereto who owns a Royalty Interest.

1.7 Working Interest Owner is a party hereto who owns a Working Interest

1.8  Tract is the land described as such and given a Tract number in Exhibit A.

1.9 Unit Operating Agreement is the agreement entered into by Working Interest Owners,
having the same Effective Date as this agreement, entitled “Unit Operating Agreement, Knowles
Garrett Unit, Lea County, New Mexico.”

1.10  Unit Operator is the Working Interest Owner or other party designated by Working
Interest Owners under the Unit Operating Agreement to conduct Unit Operations, acting as
operator and not as a Working Interest Owner.

1.11  Tract Participation is the percentage shown on Exhibit A for allocating Unitized
Substances to a Tract.

1.12  Unit Participation of a Working Interest Owner is the sum of the percentages obtained by
multiplying the Working Interest of such Working Interest Owner in each Tract that qualifies for
inclusion within the Unit Area, by the Tract Participation of such tract.

1.13  Outside Substances are all substances obtained for a consideration from any source other
than the Unitized Formation and injected into the Unitized Formation.

1.14  Oil and Gas Rights are the rights to explore, develop, and operate lands within the Unit
Area for the production of Unitized Substances, or to share in the production so obtained or the
proceeds thereof.

1.15 Unit Operations are all operations conducted pursuant to this agreement and the Unit
Operating Agreement.

1.16 Unit Equipment is all personal property, lease and well equipment, plants, and other
facilities and equipment taken over or otherwise acquired for the joint account for use in Unit
Operations




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

1.18 Effective Date is the time and date this agreement becomes effective as provided in
Section 17.1.

ARTICLE 2
EXHIBITS

2.1 Exhibits. The following exhibits, which are attached hereto, are incorporated herein by
reference:

2.1.1 Exhibit A is a schedule that describes each Tract in the Unit Area and shows its
Tract Participation.

2.1.2  Exhibit B is a map that shows the boundary lines of the Unit Area and the Tracts
therein.

2.1.3 Exhibit C is a form of Indemnity Agreement required under the provisions of
Section 9.1.3 hereof

W) Reference to Exhibits. When reference is made to any exhibit, it is to the exhibit as
originally attached or, if revised, to the last revision.

2.3 Exhibits Considered Correct. Exhibits A and B shall be considered to be correct until
revised as herein provided.

2.4 Correcting Errors. The shapes and descriptions of the respective Tracts have been
established by using the best information available. If it subsequently appears that any Tract,
because of diverse royalty or working interest ownership on the Effective Date, should have been
divided into more than one Tract, or that any mechanical miscalculation or clerical error has been
made, Unit Operator, with the approval of Working Interest Owners, shall correct the mistake by
revising the exhibits to conform to the facts. The revision shall not include any re-evaluation of
engineering or geological interpretations used in determining Tract Participation. Each such
revision of an exhibit made prior to thirty (30) days after the Effective Date shall be effective as
of the Effective Date. Each such revision thereafter made shall be effective at 7:00 A.M. on the
first day of the calendar month next following the filing for record of the revised exhibit or on
such other date as may be determined by Working Interest Owners and set forth in the revised
exhibit.

2.5 Filing Revised Exhibits. If an exhibit is revised Unit Operator shall execute an
appropriate instrument with the revised exhibit attached and file the same for record in the
county or counties in which this agreement is filed.




ARTICLE 3
CREATION AND EFFECT OF UNIT

3.1 Oil and Gas Rights Unitized. All Oil and Gas Rights of Royalty Owners in and to the
lands described in Exhibit A, and all Oil and Gas Rights of Working Interest Owners in and to
said lands, are hereby unitized insofar as the respective Oil and Gas Rights pertain to the
Unitized Formation, so that Unit Operations may be conducted with respect to the Unitized
Formation as if the Unit Area had been included in a single lease executed by all Royalty
Owners, as Lessors, in favor of all Working Interest Owners, as lessees, and as if the lease
contained all the provisions of this agreement.

32 Personal Property Excepted. All lease and well equipment materials, and other facilities
heretofore or hereafter placed by any of the Working Interest Owners on the lands covered
hereby shall be deemed to be and shall remain personal property belonging to and may be
removed by the Working Interest Owners. The rights and interests therein as among Working
Interest Owners are set forth in the Unit Operating Agreement.

3.3 Amendment of Leases and Other Agreements. The provisions of the various leases,
agreements, division and transfer orders, or other instruments pertaining to the respective Tracts
or the production therefrom are amended to the extent necessary to make them conform to the
provisions of this agreement, but otherwise shall remain in effect.

3.4  Continuation of Leases and Term Interests. Production from any part of the Unitized
Formation, except for the purpose of determining payments to Royalty Owners, or other Unit
Operations shall be considered as production from or operations upon each Tract, and such
production or operations shall continue in effect each lease or term mineral or royalty interest as
to all lands and formations covered thereby just as if such operations were conducted on and as if
a well were producing from each Tract.

3.5  Titles Unaffected by Unitization. Nothing herein shall be construed to result in the
transfer of title to the Oil and Gas Rights by any party hereto to any other party or to Unit
Operator.

3.6  Injection Rights. Royalty Owners hereby grant Working Interest Owners the right to
inject into the Unitized Formation any substances in whatever amounts Working Interest Owners
deem expedient for Unit Operations, together with the right to drill, use, and maintain injection
wells on the Unit Area and to use for injection purposes any non-producing or abandoned wells
or dry holes, and any producing wells completed in the Unitized Formation.

3.7  Development Obligation. Nothing herein shall relieve Working Interest Owners from any
obligation to develop reasonably as a whole the lands and leases committed hereto.




ARTICLE 4
PLAN OF OPERATIONS

4.1 Unit Operator. Working Interest Owners are concurrently herewith entering into the Unit
Operating Agreement, designating TEXLAND PETROLEUM, L.P., as Unit Operator. Unit Operator
shall have the exclusive right to conduct Unit Operations, which shall conform to the provisions
of this agreement and the Unit Operating Agreement. If there is any conflict between such
agreements, this agreement shall govern.

4.2 Method of Operation. To the end that the quantity of Unitized Substances ultimately
recoverable may be increased and waste prevented, Working Interest Owners shall, with
diligence and in accordance with good engineering and production practices, as soon as
practicable after the Effective Date hereof, make necessary arrangements for commencement of
improved recovery operations in the Unitized Formation and the use or construction of necessary
plants and facilities therefor, in order that such operations may be initiated within a reasonable
time after such facilities are ready for operation.

4.3  Change of Method of Operation. Nothing herein shall prevent Working Interest Owners
from discontinuing or changing in whole or in part any method of operation which, in their
opinion, is no longer in accord with good engineering or production practices. Other methods of
operation may be conducted or changes may be made by Working Interest Owners from time to
time if determined by them to be feasible, necessary, or desirable to increase the ultimate
recovery of Unitized Substances.

ARTICLE 5
TRACT PARTICIPATIONS

5.1 Tract Participations. The Tract Participation of each Tract is shown in Exhibit A and was
determined and approved by the Working Interest Owners as follows:

Phase I:
Tract Participation Percentage = 100 (50%A + 50%B)

Where A= Ratio of the estimated remaining primary oil reserves from the Tract to the total
estimated remaining primary oil reserves in the Unit Area as of April 1, 2019.

B = Ratio of actual oil production attributed to the Tract from through January 1, 2019
through March 31, 2019; to the total actual oil production in the Unit Area from
January 1, 2019 through March 31, 2019.

It is estimated that 26,106 barrels of oil remain in primary reserves across the Unit Area as of
April 1, 2019. Phase I shall apply until 26,106 barrels have been recovered after April 1, 2019.
Upon reaching such level of production, Phase II shall apply as follows:



Phase II:
Tract Participation Percentage = 100 (10%A + 10%B + 80%C)

Where A= Ratio of acreage of the Tract to total acreage in the Unit Area

B = Ratio of number of wells attributed to the Tract to the total number of wells in the
Unit Area.

C=  Ratio of cumulative oil production as of April 1, 2019 from the Tract to the total
cumulative oil production from the Unit Area as of April 1, 2019.

5.2 Relative Tract Participations. If the Unit Area is enlarged or reduced, the revised Tract
Participations of the Tracts remaining in the Unit Area and which were within the Unit Area
prior to the enlargement or reduction shall remain in the same ratio one to another.

ARTICLE 6
ALLOCATION OF UNITIZED SUBSTANCES

6.1 Allocation to Tracts. All Unitized Substances produced and saved shall be allocated to
the several Tracts in accordance with the respective Tract Participations effective during the
period that the Unitized Substances were produced. The amount of Unitized Substances allocated
to each Tract, regardless of whether the amount is more or less than the actual production of
Unitized Substances from the well or wells, if any, on such Tract, shall be deemed for all
purposes to have been produced from such Tract.

6.2  Distribution Within Tracts. The Unitized Substances allocated to each Tract shall be
distributed among, or accounted for to the parties entitled to share in the production from such
Tract in the same manner, in the same proportions, and upon the same conditions as they would
have participated and shared in the production from such Tract, or in the proceeds thereof; had
this agreement not been entered into, and with the same legal effect. If any Oil and Gas Rights in
a Tract hereafter become divided and owned in severalty as to different parts of the Tract, the
owners of the divided interests, in the absence of an agreement providing for a different division,
shall share in the Unitized Substances allocated to the Tract, or in the proceeds thereof, in
proportion to the surface acreage of their respective parts of the Tract. Any royalty or other
payment which depends upon per well production or pipeline runs from well or wells on a Tract
shall, after the Effective Date, be determined by dividing the Unitized Substances allocated to the
Tract by the number of wells on the Tract capable of producing such Unitized Substances on the
Effective Date; however, if any Tract has no well thereon capable of producing Unitized
Substances on the Effective Date, the Tract shall, for the purpose of this determination, be
deemed to have one such well thereon.

6.3  Taking Unitized Substances in Kind. The Unitized Substances allocated to each Tract
shall be delivered in kind to the respective parties entitled thereto by virtue of the ownership of
Oil and Gas Rights therein or by purchase from such owners. Such parties shall have the right to
construct, maintain, and operate within the Unit Area all necessary facilities for that purpose,
provided that they are so constructed, maintained, and operated as not to interfere with Unit




Operations. Any extra expenditures incurred by Unit Operator by reason of the delivery in kind
of any portion of the Unitized Substances shall be borne by the owner of such portion. If a
Royalty Owner has the right to take in kind a share of Unitized Substances and fails to do so, the
Working Interest Owner whose Working Interest is subject to such Royalty Interest shall be
entitled to take in kind such share of the Unitized Substances.

6.4.  Failure to Take in Kind. If any party fails to take in kind or separately dispose of such
party's share of Unitized Substances, Unit Operator shall have the right, but not the obligation,
for the time being and subject to revocation at will by the party owning the share, to purchase or
sell to others such share; however, all contracts of sale by Unit Operator of any other party's
share of Unitized Substances shall be only for such reasonable periods of time as are consistent
with the minimum needs of the industry under the circumstances, but in no event shall any such
contract be for a period in excess of one year. The proceeds of the Unitized Substances so
disposed of by Unit Operator shall be paid to the Working Interest Owners of each affected Tract
or a party designated by such Working Interest Owners who shall distribute such proceeds to the
parties entitled thereto.

6.5 Responsibility for Royalty Settlements. Any party receiving in kind or separately
disposing of all or part of the Unitized Substances allocated to any Tract shall be responsible for
the payment of all royalties, overriding royalties, production payments, and all other payments
chargeable against or payable out of such Unitized Substances, and shall indemnify all parties
hereto, including Unit Operator, against any liability for such payment.

6.6 Royalty on Outside Substances. If any, Outside Substance consisting of natural gases is
injected into the Unitized Formation, fifty percent (50%) of any like substance contained in
Unitized Substances subsequently produced and sold, or used for other than Unit Operations,
shall be deemed to be a part of the Outside Substance so injected until the total volume deemed
to be such Outside Substance equals the total volume of such Outside Substance so injected. If
any Outside Substance which prior to injection is liquefied petroleum gas or other liquid
hydrocarbons is injected into the Unitized Formation, ten percent (10%) of all Unitized
Substances produced and sold after one year from the time the injection of such Outside
Substance was commenced shall be deemed to be a part of the Outside Substance so injected
until the total value of the production deemed to be such Outside Substance equals the total cost
of the Outside Substance so injected. Such ten percent (10%) of the Unitized Substances deemed
to be Outside Substances will be in addition to that which is being recovered for natural gases as
hereinabove provided, if both liquefied petroleum gas or other liquid hydrocarbons and natural
gases are injected. No payment shall be due or payable to Royalty Owners on substances
produced from the Unitized Formation that are deemed to be Outside Substances.

ARTICLE 7
PRODUCTION AS OF THE EFFECTIVE DATE

7.1 Oil or Liquid Hydrocarbons in Lease Tanks. Unit Operator shall gauge or otherwise
determine the amount of merchantable oil or other liquid hydrocarbons produced from the
Unitized Formation that are in lease and power-oil tanks as of 7:00 A.M. on the Effective Date.
Oil or other liquid hydrocarbons in treating vessels, separation equipment, and below pipeline




connections shall not be considered to be merchantable. Any merchantable oil or other liquid
hydrocarbons that are a part of or attributable to the prior allowable of the wells from which they
were produced shall remain the property of the parties entitled thereto as if this agreement had
not been entered into. Any such merchantable oil or other liquid hydrocarbons not promptly
removed may be sold by Unit Operator for the account of the Working Interest Owners entitled
thereto who shall pay all royalty due thereon under the provisions of applicable lease or other
contracts. Any oil or liquid hydrocarbons in excess of that attributable to the prior allowable of
the wells from which they were produced shall be regarded as Unitized Substances produced
after the Effective Date.

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

ARTICLE 8
USE OR LOSS OF UNITIZED SUBSTANCES

8.1 Use of Unitized Substances. Working Interest Owners may use or consume Unitized
Substances for Unit Operations, including but not limited to the injection thereof into the
Unitized Formation.

8.2  Royalty Payments. No royalty, overriding royalty, production, or other payments shall be
payable on account of Unitized Substances used, lost or consumed in Unit Operations.

ARTICLE 9
TRACTS TO BE INCLUDED IN UNIT

9.1  Qualification of Tracts. On and after the Effective Date and until the enlargement or
reduction thereof, the Unit Area shall be composed of the Tracts listed in Exhibit A that corner or
have a common boundary (Tracts separated only by a public highway or a railroad right-of-way
shall be considered to have a common boundary), and that otherwise qualify as follows:

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

9.1.2 Each Tract as to which Working Interest Owners owning one hundred percent
(100%) of the Working Interest have become parties to this agreement, and as to which Royalty
Owners owning less than seventy-five percent (75%) of the Royalty Interest have become parties
to this agreement, and as to which (a) all Working Interest Owners in such Tract have joined in a
request for the inclusion of such Tract in the Unit Area, and as to which (b) Working Interest
Owners having ninety-five percent (95%) or more of the combined voting interests in all Tracts
that meet the requirements of Section 9.1.1 have voted in favor of the inclusion of such Tract.



For the purpose of this Section 9.1.2, the voting interest of a Working Interest Owner shall be
equal to the ratio that its Unit Participation attributable to Tracts that qualify under Section 9.1.1
bears to the total Unit Participation of all Working Interest Owners attributable to all Tracts that
quallfy under Section 9.1.1.

9.1.3 Each Tract as to which Working Interest Owners owning less than one hundred
percent (100%) of the Working Interest have become parties to this agreement, regardless of the
percentage of Royalty Interest therein that is committed hereto; and as to which (a) Working
Interest Owners owning ninety-five percent (95%) or more of the Working Interest in the Tract,
including the Working Interest Owner who operates the Tract, who have become parties to this
agreement, have joined in a request for inclusion of such Tract in the Unit Area, and have
executed and delivered or have obligated themselves to execute and deliver an indemnity
agreement identical in form to the agreement attached hereto as Exhibit C indemnifying and
agreeing to hold harmless the other Working Interest Owners in the Unit Area, their successors
and assigns against all claims and demands that may be made by the owners of Working Interests
in such Tract who are not parties to this agreement, and which arise out of the inclusion of the
Tract in the Unit Area; and as to which (b) Working Interest Owners having ninety-five percent
(95%) or more of the combined voting interest in all Tracts that meet the requirements of
Sections 9.1.1 and 9.1.2 have voted in favor of the inclusion of such Tract and to accept the
indemnity agreement. For the purpose of this Section 9.1.3, the voting interest of each Working
Interest Owner shall be equal to the ratio that its Unit Participation attributable to Tracts that
qualify under Sections 9.1.1 and 9.1.2 bears to the total Unit Participation of all Working Interest
Owners attributable to all tracts that qualify under Sections 9.1.1 and 9.1 .2. Upon the inclusion
of such a Tract in the Unit Area, the Unit Participation that would have been attributed to the
non-subscribing owners of Working Interest in such Tract, had they become parties to this
agreement and he Unit Operating Agreement, shall be attributed, in proportion to their respective
Working Interests in such Tract, to the Working Interest Owners in the Tract who have executed
indemnity agreements.

9.2  Commitment of Interests to Unit. The execution of this agreement by a party shall
commit all interests owned or controlled by such party as of the date of execution and additional
interest acquired before the Effective Date. After the Effective Date the commitment of any
interest in any Tract within the Unit Area shall be upon such terms as may be negotiated by
Working Interest Owners and the owner of such interest.

9.3  Revision of Exhibits. If any of the Tracts described in Exhibit A fail to qualify for
inclusion in the Unit Area, Unit Operator shall recompute the Tract Participation of each of the
qualifying Tracts using the original basis of computation and shall revise Exhibits A and B
accordingly. Such revised exhibits shall be effective as of 7:00 A.M. on the Effective Date.

ARTICLE 10
TITLES

10.1 Removal of Tract from Unit Area. If a Tract ceases to have sufficient Working Interest
Owners or Royalty Owners committed to this agreement to meet the conditions of Article 9
because of failure of title of any party hereto, such Tract shall be removed from the Unit Area




effective as of 7:00 A.M. on the first day of the calendar month in which the failure of title is
finally determined unless within ninety (90) days after the date of final determination of the
failure of title, the Tract qualifies under a Section of Article 9.

10.2 Revision of Exhibits. If a Tract is removed from the Unit Area because of failure of title,
Unit Operator, subject to Section 5.2, shall recompute the Tract Participation of each of the
Tracts remaining in the Unit Area and shall revise Exhibits A and B accordingly. The revised
exhibits shall be effective as of 7:00 A.M. on the first day of the calendar month in which such
failure of title is finally determined.

10.3  Working Interest Titles. If title to a Working Interest fails, the rights and obligations of
Working Interest Owners by reason of the failure of title shall be governed by the Unit Operating
Agreement.

10.4 Royalty Interest Titles. Iftitle to a Royalty Interest fails, but the Tract to which it relates
is not removed from the Unit Area, the party whose title failed shall not be entitled to share
hereunder with respect to such interest.

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

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

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

10.6  Payment of Taxes to Protect Title. The owner of surface rights to lands within the Unit
Area, or severed mineral interests or Royalty Interests in such lands, or lands outside the Unit
Area on which Unit Equipment is located, is responsible for the payment of any ad valorem taxes
on all such rights, interests, or property, unless such owner and Working Interest Owners
otherwise agree. If any ad valorem taxes are not paid by or for such owner when due, Unit
Operator may, with approval of Working Interest Owners, at any time prior to tax sale; or
expiration of period of redemption after tax sale, pay the tax, redeem such rights, interests, or
property, and discharge the tax lien. Any such payment shall be an item of Unit Expense. Unit
Operator shall, if possible, withhold from any proceeds derived from the sale of Unitized
Substances otherwise due any delinquent taxpayer an amount sufficient to defray the costs of
such payment or redemption, such withholding to be credited to Working Interest Owners. Such
withholding shall be without prejudice to any other remedy available to Unit Operator or
Working Interest Owners.




ARTICLE 11
EASEMENTS OR USE OF SURFACE

11.1 Grant of Easements. The parties hereto, to the extent of their rights and interests, hereby
grant to Working Interest Owners the right to use as much of the surface of the land within the
Unit Area as may be reasonably necessary for Unit Operations and the removal of Unitized
Substances from the Unit Area.

11.2  Use of Water. Working Interest Owners shall have and are hereby granted free use of
water from the Unit Area for Unit Operations, except water from any well, lake, pond, or
irrigation ditch of a Royalty Owner.

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

ARTICLE 12
ENLARGEMENTS OF UNIT AREA

12.1 Enlargements of Unit Area. The Unit Area may be enlarged to include acreage
reasonably proved to be productive upon such terms as may be determined by Working Interest
Owners including, but not limited to, the following:

12. 1.1 Qualification of Acreage. The acreage shall qualify under a Section of
Article 9.

12.1.2 Participation. The participation to be allocated to the acreage shall be fair and
reasonable, considering all available information.

12.1.3 Adjustments. There shall be no retroactive allocation or adjustment of Unit
Expense or of interests in the Unitized Substances produced, or proceeds thereof; however, this
limitation shall not prevent an adjustment of investment by reason of the enlargement.

12.2  Determination of Tract Participation. Unit Operator, subject to Section 5.2, shall
determine the Tract Participation of each Tract within the Unit Area as enlarged, and shall revise
Exhibits A and B accordingly.

12.3  Effective Date. The effective date of any enlargement of the Unit Area shall be 7:00A.M.
on the first day of the calendar month following compliance with conditions for enlargement as
specified by Working Interest Owners, and the filing for record of Revised Exhibits A and B in
Lea County, New Mexico.



ARTICLE 13
CHANGE OF TITLE

13.1  Successors and Assigns. This agreement shall extend to, be binding upon, and inure to
the benefit of parties hereto, their respective heirs, devisees, legal representatives, successors,
and assigns and shall constitute a covenant running with the lands, leases, and interests covered
hereby.

13.2  Transfer of Title. Any conveyance of all or any part of any interest owned by any party
hereto with respect to any Tract shall be made expressly subject to this agreement. No change of
title shall be binding upon the Unit Operator, or upon any party hereto other than the party so
transferring, until 7:00 A.M. the first day of the calendar month next succeeding the date of
receipt by Unit Operator of a photocopy, or a certified copy, of the recorded instrument
evidencing such change in ownership.

13.3  Waiver of Rights to Partition. Each party hereto agrees that, during the existence of this
agreement, it will not resort to any action to partition the Unitized Formation or the Unit
Equipment, and to that extent waives the benefits of all laws authorizing such partition.

ARTICLE 14
RELATIONSHIP OF PARTIES

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

14.2  No Joint Refining or Marketing. This agreement is not intended to provide, and shall not
be construed to provide, directly or indirectly, for any joint refining or marketing of Unitized
Substances.

14.3  Royalty Owners Free of Costs. This agreement is not intended to impose, and shall not be
construed to impose, upon any Royalty Owner any obligation to pay Unit Expense unless such
Royalty Owner is otherwise so obligated.

14.4 Information to Royalty Owners. Each Royalty Owner shall be entitled to all information
in possession of Unit Operator to which such Royalty Owner is entitled by an existing agreement
with any Working Interest Owner.

ARTICLE 15
LAWS AND REGULATIONS

15.1 Laws and Regulations. This agreement shall be subject to all applicable federal, state, and
municipal laws, rules, regulations, and orders.




ARTICLE 16
FORCE MAJEURE

16.1 Force Majeure. All obligations imposed by this agreement on each party, except for the
payment of money, shall be suspended while compliance is prevented, in whole or in part, by a
labor dispute, fire, war, civil disturbance, act of God; by federal, state, or municipal laws; by
inability to secure materials; or by any other cause or causes whether similar or dissimilar,
beyond reasonable control of the party. No party shall be required against its will to adjust or
settle any labor dispute. Neither this agreement nor any lease or other instrument subject hereto
shall be terminated by reason of suspension of Unit Operations due to any one or more of the
causes set forth in this Article.

ARTICLE 17
EFFECTIVE DATE

17.1  Effective Date. This agreement shall become binding upon each party as of the date such
party signs the instrument by which it becomes a party hereto, and, unless sooner terminated as
provided in Section 17.2, shall become effective as to qualified Tracts at the time and date as
determined by Working Interest Owners owning ninety-five percent (95%) or more of the
combined Unit Participation in all the qualified Tracts, only after Tracts comprising seventy-five
percent (75%) or more of the Unit Area as shown on the original Exhibit B have qualified under
the provisions of Article 9; at least one counterpart of this agreement has been filed for record by
Unit Operator in Lea County, New Mexico; and this agreement has been approved by the New
Mexico Oil Conservation Division.

17.2  Ipso Facto Termination. If the requirements of Section 17.1 are not accomplished on or
before December 31, 2020, this agreement shall ipso facto terminate on that date (hereinafter
called “Termination Date”) and thereafter be of no further effect, unless prior thereto Working
Interest Owners that own a combined Unit Participation of at least ninety-five percent (95%)
have become parties to this agreement and have decided to extend the termination date for a
period not to exceed twelve (12) months. If the termination date is so extended and the
requirements of Section 17.1 are not accomplished on or before the extended termination date,
this agreement shall ipso facto terminate on the extended termination date and thereafter be of no
further effect. For the purpose of this section, Unit Participation shall be as calculated on the
basis of Tract Participations shown on the original Exhibit A.

17.3  Certificate of Effectiveness. Unit Operator shall file for record in Lea County, New
Mexico, a certificate stating the Effective Date.

ARTICLE 18
TERM

18.1 Term. The term of this agreement shall be for the time that Unitized Substances are
produced in paying quantities or other Unit Operations are conducted without a cessation of
more than ninety (90) consecutive days, unless sooner terminated by Working Interest Owners in
the manner herein provided.



18.2  Termination by Working Interest Owners. This agreement may be terminated by
Working Interest Owners owning a combined Unit Participation of at least ninety percent (90%)
whenever such Working Interest Owners determine that Unit Operations are no longer profitable
or feasible.

18.3  Effect of Termination. Upon termination of this agreement the further development and
operation of the Unitized Formation as a unit shall be abandoned, and Unit Operations shall
cease. Unless a longer period is provided therein, each oil and gas lease and other agreement
covering lands within the Unit Area shall remain in force for sixty (60) days after the date on
which this agreement terminates, and for such further period as is provided by the lease or other
agreement.

18.4  Salvaging Equipment Upon Termination. If not otherwise granted by the leases or other
instruments affecting each Tract, Royalty Owners hereby grant Working Interest Owners a
period of six (6) months after the date of termination of this agreement within which to salvage
and remove Unit Equipment.

18.5  Certificate of Termination. Upon termination of this agreement, Unit Operator Shall file
for record in Lea County, New Mexico, a certificate declaring that this agreement has terminated
and its termination date.

ARTICLE 19
EXECUTION

19.1  Original, Counterpart, or Other Instrument. An owner of Oil and Gas Rights may
become a party to this agreement by signing the original of this instrument, a counterpart hereof,
or other instrument agreeing to become a party hereto. The signing of any such instrument shall
have the same effect as if all parties had signed the same instrument.

19.2  Joinder in Dual Capacity. Execution as herein provided by any party as either a Working
Interest Owner or a Royalty Owner shall commit all interests owned or controlled by such party.

ARTICLE 20
GENERAL

20.1 Amendments Affecting Working Interest Owners. Amendments hereto relating wholly to
Working Interest Owners may be made if signed by all Working Interest Owners.

20.2  Action by Working Interest Owners. Except as otherwise provided in this agreement, any
action or approval required by Working Interest Owners hereunder shall be in accordance with
the provisions of the Unit Operating Agreement.

20.3 Lien and Security Interest of Unit Operator. Unit Operator shall have a lien upon and a
security interest in the interests of Working Interest Owners in the Unit Area as provided in the
Unit Operating Agreement.




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



EXHIBIT A
ATTACHED TO AND MADE A PART OF THE UNIT AGREEMENT
KNOWLES GARRETT UNIT
LEA COUNTY, NEW MEXICO

Tract Description and Participation Factors

Tract 1: 40 acres, more or less, being the SE/4ANW/4 of Section 30, Township 16 South,
Range 38 East, NMPM, Lea County, New Mexico [Goodding Lease]

Phase I Participation Factor: 0.21182581
Phase II Participation Factor: 0.18710235

Tract 2: 40 acres, more or less, being the SW/4NE/4 of Section 30, Township 16 South,
Range 38 East, NMPM, Lea County, New Mexico [Murphy Lease]

Phase I Participation Factor: 0.12347395
Phase II Participation Factor: 0.24163388

Tract 3: 40 acres, more or less, being SE/4NE/4 of Section 30, Township 16 South, Range
38 East, NMPM, Lea County, New Mexico [Stovall Lease]

Phase I Participation Factor: 0.30392766
Phase II Participation Factor: 0.27628568

Tract 4: 40 acres, more or less, being the SW/4NW/4 of Section 29, Township 16 South,
Range 38 East, NMPM, Lea County, New Mexico [V. Cook Lease]

Phase I Participation Factor: 0.12892156
Phase II Participation Factor: 0.13614511

Tract 5: 80 acres, more or less, being the E/2NW/4 of Section 29, Township 16 South,
Range 38 East, NMPM, Lea County, New Mexico [Shelton Lease]

Phase I Participation Factor: 0.23185102
Phase II Participation Factor: 0.15883298



EXHIBIT B

ATTACHED TO AND MADE A PART OF THE UNIT AGREEMENT

KNOWLES GARRETT UNIT
LEA COUNTY, NEW MEXICO
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EXHIBIT C
ATTACHED TO AND MADE A PART OF THE UNIT AGREEMENT
KNOWLES GARRETT UNIT
LEA COUNTY, NEW MEXICO

INDEMNITY AGREEMENT

Section 9.1.3 of that certain Unit Agreement, Knowles Garrett Unit, Lea County, New
Mexico, dated . 2019, provides that under certain circumstances and
conditions therein stated a Tract that fails to qualify for inclusion in the Unit Area may be
included if the requisite Working Interest Owners in the Tract as specified in said Section request
the inclusion of the Tract in the Unit Area and execute and deliver, or obligate themselves to
execute and deliver, an indemnity agreement.

Tract described in the Unit Agreement is such a Tract, and the
undersigned are owners of Working Interest in such Tract and have become parties to the Unit
Agreement and the Unit Operating Agreement and desire the inclusion of the Tract in the Unit
Area.

NOW THEREFORE, in consideration of and conditioned upon said Tract meeting the
other requirements of the aforesaid Section of the Unit Agreement and its inclusion in the Unit
Area the undersigned hereby request the inclusion of the above Tract in the Unit Area and agree,
together with other owners of Working Interest in the Tract who execute and deliver, or who
obligate themselves to execute and deliver, .like indemnity agreements, to indemnify and hold
harmless all other Working Interest Owners in the Unit Area against all claims and demands
required by said Section to be the subject of such indemnity. Any liability arising hereunder shall
be borne by the undersigned and other Working Interest Owners in the tract who are committed
to like indemnity agreements in the proportion that the Working Interest of each in the Tract
bears to the total Working Interest therein of all the owners of Working Interest in the Tract
committed to such indemnity agreement.

This indemnity shall become void with respect to all claims and demands based upon
occurrences subsequent to the time when the conditions are met that would have initially
qualified such Tract for inclusion in the Unit Area without this indemnity.

This agreement shall be binding upon and inure to the benefit of the heirs, devisees, legal
representatives~ successors, and assigns of the respective parties initially bound or benefited by
the provisions hereof.

IN WITNESS WHEREOF, each of the undersigned has executed this instrument on the
date opposite its signature.

[Signature Blocks]



EXHIBIT C
ATTACHED TO AND MADE A PART OF THE UNIT AGREEMENT
KNOWLES GARRETT UNIT
LEA COUNTY, NEW MEXICO

INDEMNITY AGREEMENT

Section 9.1.3 of that certain Unit Agreement, Knowles Garrett Unit, Lea County, New
Mexico, dated , 2019, provides that under certain circumstances and
conditions therein stated a Tract that fails to qualify for inclusion in the Unit Area may be
included if the requisite Working Interest Owners in the Tract as specified in said Section request
the inclusion of the Tract in the Unit Area and execute and deliver, or obligate themselves to
execute and deliver, an indemnity agreement.

Tract described in the Unit Agreement is such a Tract, and the
undersigned are owners of Working Interest in such Tract and have become parties to the Unit
Agreement and the Unit Operating Agreement and desire the inclusion of the Tract in the Unit
Area.

NOW THEREFORE, in consideration of and conditioned upon said Tract meeting the
other requirements of the aforesaid Section of the Unit Agreement and its inclusion in the Unit
Area the undersigned hereby request the inclusion of the above Tract in the Unit Area and agree,
together with other owners of Working Interest in the Tract who execute and deliver, or who
obligate themselves to execute and deliver, .like indemnity agreements, to indemnify and hold
harmless all other Working Interest Owners in the Unit Area against all claims and demands
required by said Section to be the subject of such indemnity. Any liability arising hereunder shall
be borne by the undersigned and other Working Interest Owners in the tract who are committed
to like indemnity agreements in the proportion that the Working Interest of each in the Tract
bears to the total Working Interest therein of all the owners of Working Interest in the Tract
committed to such indemnity agreement.

This indemnity shall become void with respect to all claims and demands based upon
occurrences subsequent to the time when the conditions are met that would have initially
qualified such Tract for inclusion in the Unit Area without this indemnity.

This agreement shall be binding upon and inure to the benefit of the heirs, devisees, legal
representatives~ successors, and assigns of the respective parties initially bound or benefited by
the provisions hereof.

IN WITNESS WHEREOF, each of the undersigned has executed this instrument on the
date opposite its signature.

[Signature Blocks]



UNIT OPERATING AGREEMENT
KNOWLES GARRETT UNIT
LEA COUNTY, NEW MEXICO

This Unit Operating Agreement (this “Agreement”) is entered into as of the 1st day of
, 2020, by and between the undersigned parties who have signed the original of this
instrument, a counterpart thereof, or other agreement to be bound by the provisions hereof.

Recitals

The parties hereto are the present Working Interest Owners as defined under that certain
agreement entitled Unit Agreement, Knowles Garrett Unit, Lea County, New Mexico, dated
, 2020, executed contemporaneously with this Agreement (the “Unit
Agreement”). The Unit Agreement provides for a separate agreement to be entered into by
Working Interest Owners to provide for the development and operation of the Unit Area as therein
defined. The undersigned parties desire to set forth the parameters for future Unit Operations in
the Unit Area.

Agreement

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

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

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

1.2 AMENDMENT OF JOINT OPERATING CONTRACTS AND OTHER AGREEMENTS.
The provisions of existing Joint Operating Contracts and other agreements pertaining to Unitized
Substances or the Unitized Formation or operations with respect to either, are amended to the
extent necessary to make them conform to the provisions of this Agreement, but otherwise shall
remain in effect.

- BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. 3
Submitted by: Texland Petroleumn-Hobbs, L.L.C.
Hearing Date: March 05, 2020
Case No. 21130
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ARTICLE 11
EXHIBITS

2.1 EXHIBITS. The following exhibits are incorporated herein by reference:
2.1.1 EXHIBITS A, B, and C of the Unit Agreement.

2.1.2 EXHIBIT D, attached hereto, which is a schedule showing the Working Interest of
each Working Interest Owner in each Tract, the percentage of total Unit Participation attributable
to each such interest, and the total Unit Participation of each Working Interest Owner. EXHIBIT
D, or a revision thereof, shall not be conclusive as to the information therein, except it may be used
as showing the Unit Participations of Working Interest Owners for purposes of this Agreement
until shown to be in error and revised as herein authorized.

2.1.3 EXHIBIT E, attached hereto is the Accounting Procedure applicable to Unit
Operations. If there is any conflict between this Agreement and EXHIBIT E, this Agreement shall
govern.

2.1.4 EXHIBIT F, attached hereto, contains insurance provisions applicable to Unit
Operations.

2.2 REVISION OF EXHIBITS. Whenever EXHIBITS A and B are revised, EXHIBIT D shall
be revised accordingly and be effective as of the same date. Unit Operator shall also revise
EXHIBIT D from time to time as required to conform to changes in ownership of which Unit
Operator has been notified as provided in the Unit Agreement.

2.3 REFERENCE TO EXHIBITS. When reference is made herein to an exhibit, it is to the
exhibit as originally attached or, if revised, to the last revision.

ARTICLE III
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

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

3.2  SPECIFIC AUTHORITY AND DUTIES. The matters with respect to which Working
Interest Owners shall decide and take action shall include, but not be limited to, the following:

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

3.2.2 DRILLING OF WELLS. The drilling of any well whether for production of
Unitized Substances, for use as an injection well, or for other purposes.
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3.2.3 WELL RECOMPLETIONS AND CHANGE OF STATUS. The recompletion,
abandonment, or change of status of any well, or the use of any well for injection, salt water
disposal, or other purposes, or the acquisition of wells for Unit Operations.

3.2.4 EXPENDITURES. The making of any single expenditure in excess of Fifty
Thousand Dollars ($50,000.00) for any single item, project, or installation; provided that approval
by Working Interest Owners of the drilling, reworking, deepening, or plugging back of any well
shall include approval of all necessary expenditures required therefor, and for completing, testing,
and equipping the same, including necessary flow lines, separators, and lease tankage and,
provided further, that no separate approval shall be required of any expenditure authorized as part
of some other expenditure. It is understood and agreed that prior approval by Working Interest
Owners for a particular Unit Operation or project will obligate the Working Interest Owners to pay
their proportionate share of the actual costs incurred by the Unit Operator in conducting said
operation or project, and that their liability will not be limited to the amount stated in any estimate
or proposed AFE circulated by the Unit Operator prior to completion of such project or operation.
However, in the event Unit Operator becomes aware that actual costs of a project or operation will
exceed the approved AFE of such project or operation by more than ten percent (10%), Unit
Operator will submit an additional AFE in relation to such additional cost.

3.2.5 DISPOSITION OF UNIT EQUIPMENT. The selling or otherwise disposing of any
major item of surplus Unit Equipment, if the current price of new equipment similar thereto is
Fifty Thousand Dollars ($50,000.00) or more.

3.2.6 APPEARANCE BEFORE A COURT OR REGULATORY AGENCY. The
designating of a representative to appear before any court or regulatory agency in matters
pertaining to Unit Operations; however, such designation shall not prevent any Working Interest
Owner from appearing in person or from designating another representative in its own behalf and at
its own expense.

3.2.7 AUDITS. The auditing of the accounts of Unit Operator pertaining to Unit Operations
hereunder; however, the audits shall (a) not be conducted more than once each year except upon
resignation or removal of Unit Operator, and (b) be made at the expense of those Working Interest
Owners requesting such audit, and (c) be made upon not less than thirty (30) days’ written notice to
Unit Operator.

3.2.8 INVENTORIES. The taking of periodic inventories under the terms of EXHIBIT E.
3.2.9 TECHNICAL SERVICES. The authorizing of charges to the joint account of all
Working Interest Owners for services by consultants or Unit Operator's technical personnel not covered

by the overhead charges provided by EXHIBIT E.

3.2.10 TECHNICAL CONSULTANTS. The employment of independent consultants as
necessary.

3.2.11 ASSIGNMENTS TO COMMITTEES. The appointment of committees to study any
problems in connection with Unit Operations.
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3.2.12 THE REMOVAL OF UNIT OPERATOR. The removal of Unit Operator and the
selection of a successor.

3.2.13 THE ADJUSTMENT AND READJUSTMENT OF INVESTMENTS. The
adjustment and readjustment of investments.

3.2.14 THE TERMINATION OF THE UNIT AGREEMENT. The termination of the Unit
Agreement.

3.2.15 OUTSIDE AGREEMENTS. The approval or disapproval of any arrangements or
agreements for coordinating Unit Operations hereunder with operations of a similar nature upon
lands outside the Unit Area.

ARTICLE IV
MANNER OF EXERCISING SUPERVISION

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

42  MEETINGS. All meetings of Working Interest Owners shall be called by Unit Operator
upon its own motion or at the request of one or more Working Interest Owners having a total Unit
Participation of not less than fifteen percent (15%). No meeting shall be called on less than fourteen
(14) days advance written notice with agenda for the meeting attached or ten (10) days email or
telephone notice. Working Interest Owners who attend the meeting may amend items included in
the agenda and may act upon an amended item or other items presented at the meeting. The
representative of Unit Operator shall be chairman of each meeting. Meetings may be held
telephonically. The Unit Operator shall provide prompt notice in writing to the Working Interest
Owners of the results of telephonically conducted meetings.

43  VOTING PROCEDURE. Working Interest Owners shall decide all matters corning before
them as follows:

4.3.1 VOTING INTEREST. Each Working Interest Owner shall have a voting interest
equal to its Unit Participation at the time of the vote.

43.2 VOTE REQUIRED GENERALLY. Unless otherwise provided herein or in the
Unit Agreement, all matters shall be decided by an affirmative vote of three (3) or more Working
Interest Owners having a combined voting interest of sixty-five percent (65%) or more; however,
should there be any Working Interest Owner having more than thirty-five percent (35%) voting
interest, its negative vote or failure to vote shall not defeat a motion; such motion shall pass if
approved by Working Interest Owners having a majority voting interest unless Working Interest
Owners having a combined voting interest of at least five percent (5%) likewise vote against the
motion or fail to vote.
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4.3.3 VOTE AT MEETING BY NONATTENDING WORKING INTEREST OWNER.
Any Working Interest Owner who is not represented at a meeting may vote on any agenda item by
letter or email addressed to the representative of Unit Operator if its vote is received prior to the
vote at the meeting.

4.3.4 POLL VOTES. Working Interest Owners may vote on and decide, by letter or
email, any matter submitted in writing to Working Interest Owners. If a meeting is not requested,
as provided in Section 4.2, within fourteen (14) days after a written proposal is received by
Working Interest Owners, the vote taken by letter or email shall become final. Unit Operator will
give prompt notice of the results of such voting to all Working Interest Owners.

ARTICLE V
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

5.1 RESERVATION OF RIGHTS. Working Interest Owners severally reserve to themselves
all their rights, except as otherwise provided in this Agreement and the Unit Agreement.

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

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

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

53 TAKING UNITIZED SUBSTANCES IN KIND. The Unitized Substances allocated to
each Tract shall be delivered in kind to the respective parties entitled thereto by virtue of the
ownership of Oil and Gas Rights therein or by purchase from such owners. Such parties shall have
the right to construct, maintain, and operate within the Unit Area all necessary facilities for that
purpose, provided they are so constructed, maintained, and operated as not to interfere with Unit
Operations and are constructed and maintained in accordance with all valid statutes and regulations.
Any extra expenditures incurred by Unit Operator by reason of the delivery in kind of any portion of
Unitized Substances shall be borne by the owner of such portion. If a Royalty Owner has the right to
take in kind a share of Unitized Substances and fails to do so, the Working Interest Owner whose
Working Interest is subject to such Royalty Interest shall be entitled to take in kind such share of
Unitized Substances.

54 FAILURE TO TAKE IN KIND. If any party fails to take in kind or separately dispose of such
party’s share of Unitized Substances, Unit Operator shall have the obligation, for the time being and
subject to revocation at will by the party owning the share, to purchase or sell to others such share;
however, all contracts of sale by Unit Operator of any other party’s share of Unitized Substances shall
be only for such reasonable periods of time as are consistent with the minimum needs of the industry

Unit Operating Agreement — Knowles Garrett Unit Page 5 of 19



under the circumstances, but in no event shall any such contract be for a period in excess of one year.
The proceeds of the Unitized Substances so disposed of by Unit Operator shall be paid to the Working
Interest Owners of each affected Tract or a party designated by such Working Interest Owners shall
distribute such proceeds to the parties entitled thereto. Notwithstanding the foregoing, Unit Operator
shall not make a sale into interstate commerce of any other party’s share of gas production without
first giving such other party sixty (60) days notice of such intended sale._Should any party at any time
separately market its share of the gas produced resulting in an imbalance (receipt of more or less of
that parties proportionate share of the gas produced), then all parties shall enter into a Gas Balancing
Agreement in keeping with industry standards.

5.5 RESPONSIBILITY FOR ROYALTY SETTLEMENTS. Any party receiving in kind or
separately disposing of all or part of the Unitized Substances allocated to any Tract shall be
responsible for the payment of all royalties, overriding royalties, production payments, and all
other payments chargeable against or payable out of such Unitized Substances, and shall indemnify
all parties hereto, including Unit Operator, against any liability for such payment. In all cases
where arrangements have been made by Working Interest Owners to have Unit Operator make any
of the above referred to payments for their accounts, each such Working Interest Owner agrees to
pay Unit Operator each month a sum of money sufficient to cover all such payments made in its
behalf and to furnish Unit Operator with complete information upon which Unit Operator may
base such payments, including, if requested to do so, complete abstracts of title to the lands covered
by its Working Interest.

ARTICLE VI
UNIT OPERATOR

6.1 INITIAL UNIT OPERATOR. Texland Petroleum, L.P. is hereby designated as the Unit
Operator.

6.2 RESIGNATION OR REMOVAL. Unit Operator may resign at any time. Unit Operator may
be removed at any time by the concurring vote of a majority of the Working Interest Owners having a
combined voting interest of more than seventy-five percent (75%) after excluding the vote and the
voting interest of Unit Operator, if any. Such resignation or removal shall not become effective for a
period of three (3) months after the resignation or removal, unless a successor Unit Operator has taken
over Unit Operations prior to the expiration of such period. It is understood and agreed that Texland
Petroleum, L.P. shall continue as the Unit Operator even if Texland assigns all of its ownership in the
Unit Area to Schumacher Partners II, L.P., James H. Wilkes (or associated entity Wilkes Family
Partnership, LLC), and others. However, Texland Petroleum, L.P. shall be deemed to have resigned if
Schumacher Partners 1I, L.P. or James H. Wilkes (or associated entity Wilkes Family Partnership,
LLC) collectively assign and convey all of their interests in the Unit Area to one or more parties who
are not owned, controlled, managed, or employed by Texland Petroleum or one or more of said
individuals

6.3 SELECTION OF SUCCESSOR. Upon the resignation or removal of a Unit Operator, a
successor Unit Operator shall be selected by Working Interest Owners. If the Unit Operator that is
removed fails to vote or votes only to succeed itself, the successor Unit Operator shall be selected by
the concurring vote of two (2) or more Working Interest Owners having a combined voting interest of
fifty-one percent (51%) or more after excluding the vote and the voting interest of the Unit Operator.
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ARTICLE VII
AUTHORITY AND DUTIES OF UNIT OPERATOR

7.1 EXCLUSIVE RIGHT TO OPERATE UNIT. Subject to the provisions of this Agreement
and to instructions from Working Interest Owners, Unit Operator shall have the exclusive right
and be obligated to conduct Unit Operations.

7.2  WORKMANLIKE CONDUCT. Unit Operator shall conduct Unit Operations in a good
and workmanlike manner as would a prudent operator under the same or similar circumstances.
Unit Operator shall freely consult with Working Interest Owners and keep them informed of all
matters which Unit Operator, in the exercise of its best judgment, considers important. Unit
Operator shall not be liable to Working Interest Owners for damages, unless such damages result
from its gross negligence or willful misconduct.

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

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

7.5  RECORDS. Unit Operator shall keep correct books, accounts, and records of Unit
Operations.

7.6  REPORTS TO WORKING INTEREST OWNERS. Unit Operator shall furnish Working
Interest Owners periodic reports of Unit Operations.

7.7  REPORTS TO GOVERNMENTAL AUTHORITIES. Unit Operator shall make all reports
to governmental authorities that it has the duty to make as Unit Operator.

7.8  ENGINEERING AND GEOLOGICAL INFORMATION. Unit Operator shall furnish to a
Working Interest Owner, upon written request, any and all data associated with any wells drilled
in the Unit, including, but not limited to, a copy of all logs and other engineering and geological
data pertaining to wells drilled for Unit Operations subsequent to the effective date hereof.

7.9  EXPENDITURES. Unit Operator is authorized to make single expenditures not in excess
of Fifty Thousand Dollars ($50,000.00) without prior approval of Working Interest Owners.
Notwithstanding any other provision of this Agreement to the contrary in case of an emergency,
Unit Operator may immediately take such steps and incur such expenses as in its opinion are
required to deal with the emergency and to safeguard life and property. Unit Operator shall report
to Working Interest Owners, as promptly as possible, the nature of the emergency and the action
taken.
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7.10 'WELLS DRILLED BY UNIT OPERATOR. All wells drilled by Unit Operator shall be at
the usual rates prevailing in the area. Unit Operator may employ its own tools and equipment, but
the charge therefor shall not exceed the usual rates prevailing in the area, and the work shall be
performed by Unit Operator under the same terms and conditions as are usual in the area in
contracts of independent contractors doing work of a similar nature.

7.11 BORDER AGREEMENTS. Unit Operator may, after approval by Working Interest Owners,
enter into border agreements with respect to lands adjacent to the Unit Area for the purpose of
coordinating operations.

7.12 MATHEMATICAL ERRORS. It is hereby agreed by all parties to this Agreement that Unit
Operator is empowered to correct any mathematical errors which might exist in the exhibits to this
Agreement.

7.13 INDEMNITIES. As to any contract executed by Unit Operator with an independent contractor
concerning operation or service to be performed in connection with Unit Operations, Unit Operator
shall require that any indemnification provision in favor of Unit Operator contained therein shall
extend to and inure to the benefit of Working Interest Owners in the same manner as Unit Operator.

ARTICLE VIII
TAXES

8.1 AD VALOREM TAXES. Beginning with the first calendar year after the Effective Date,
Unit Operator shall make and file all necessary ad valorem tax renditions and returns with the
proper taxing authorities covering all real and personal property of each Working Interest Owner
used or held by Unit Operator for Unit Operations. Unit Operator shall settle assessments arising
therefrom. All such ad valorem taxes shall be paid by Unit Operator and be charged to the joint
account; however, if the interest of a Working Interest Owner is subject to a separately assessed
overriding royalty interest, production payment, or other interest in excess of a one-eighth (1/8)
royalty, such Working Interest Owner shall notify Unit Operator of such interest prior to the
rendition date and shall be given credit for the reduction in taxes paid resulting therefrom. At any
time or times when the assessment for ad valorem tax purposes of each Working Interest Owner’s
interest is valued upon the current price such Working Interest Owner receives for its share of
Unitized Substances, Unit Operator shall pay all such ad valorem taxes based upon such
assessment, and bill separately each Working Interest Owner for its share of such taxes in that
proportion which the value for tax purposes which is attributable to each party's Working Interest
bears to the total value for tax purposes of all Working Interests.

8.2 OTHER TAXES. Each Working Interest Owner shall pay or cause to be paid all
production, severance, gathering, and other taxes imposed upon or with respect to the production

or handling of its share of Unitized Substances.

ARTICLE IX
INSURANCE

9.1 INSURANCE. Unit Operator, with respect to Unit Operations, shall:
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(a) comply with the Workman's Compensation Laws of the State of New Mexico,

(b) carry employer's liability and other insurance required by the laws of the State of
Mexico, and

(c) comply with all bond and insurance requirements set out under all applicable statutes
and regulations.

ARTICLE X
ADJUSTMENT OF INVESTMENTS

[This Paragraph Deleted]

ARTICLE XI
UNIT EXPENSE

11.1  BASIS OF CHARGE TO WORKING INTEREST OWNERS. Unit Operator initially shall
pay all Unit Expense. Each Working Interest Owner shall reimburse Unit Operator for its share of
Unit Expense.

11.2  ADVANCE BILLINGS. Unit Operator shall have the right, without prejudice to other
rights or remedies, to require Working Interest Owners to advance their respective shares of
estimated Unit Expense by submitting to Working Interest Owners, on or before the 15th day of
any month, an itemized estimate thereof for the succeeding month, with a request for payment in
advance. Within thirty (30) days after receipt of the estimate, each Working Interest Owner shall
pay to Unit Operator its share of such estimate. Adjustments between estimated and actual Unit
Expense shall be made by Unit Operator at the close of each calendar month, and the accounts of
Working Interest Owners shall be adjusted accordingly.

11.3 COMMINGLING OF FUNDS. Funds received by Unit Operator under this Agreement
need not be segregated or maintained by it as a separate fund, but may be commingled with its
own funds.

11.4 LIEN AND SECURITY INTEREST. Each Working Interest Owner grants to Unit
Operator a lien upon its Oil and Gas Rights in each Tract, and a security interest in its share of
Unitized Substances when extracted and its interest in all Unit Equipment, to secure payment of
its share of Unit Expenses, together with interest thereon at the rate set out in EXHIBIT E, but not
to exceed the maximum rate allowed by law. Unit Operator grants a like lien and security interest
to Working Interest Owners to secure payment of Unit Operator's proportionate share of Unit
Expense. Unit Operator shall have the right to bring suit to enforce collection of such indebtedness
with or without seeking foreclosure of the lien. To the extent that Unit Operator has a security
interest under the Texas Business and Commerce Code as enacted by the State of Texas, Unit
Operator shall be entitled to exercise the rights and remedies of a secured party under the Code.
The bringing of a suit and the obtaining of a judgment by Unit Operator for the secured
indebtedness shall not be deemed an election of remedies or otherwise affect the lien rights or
security interest as security for the payment thereof. In addition, upon default by any Working
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Interest Owner in the payment of its share of Unit Expense, Unit Operator shall have the right,
without prejudice to other rights or remedies, to collect from the purchaser the proceeds from the
sale of such Working Interest Owner's share of Unitized Substances until the amount owed by such
Working Interest Owner, plus interest, has been paid. Each purchaser shall be entitled to rely upon
Unit Operator's written statement concerning the amount of any default. Working Interest Owners,
by execution of this Agreement, hereby release purchaser from any cause of action that they may
have based upon purchaser's payment to Unit Operator of Working Interest owner's share of the
proceeds in reliance upon Unit Operator’s written statement concerning the amount of Working
Interest Owner's default and covenant not to sue purchaser on any such cause of action.

11.5 UNPAID UNIT EXPENSE. If any Working Interest Owner fails to pay its share of Unit
Expense within sixty (60) days after rendition of a statement therefor by Unit Operator, each
Working Interest Owner agrees, upon request by Unit Operator, to pay its proportionate part of
Unit Expense of the defaulting Working Interest Owner. Working Interest Owners that pay the
share of Unit Expense of a defaulting Working Interest Owner shall be reimbursed by Unit
Operator for the amount so paid, plus any interest collected thereon, upon receipt by Unit Operator
of any past due amount collected from the defaulting Working Interest Owner. Such Working
Interest Owner shall also share in the production of such defaulting Working Interest Owner in
proportion to the portion of such defaulting Working Interest Owner's share of Unit Expense paid
by such Working Interest Owners. Any Working Interest Owner so paying a defaulting Working
Interest Owner's share of Unit Expense shall, to obtain reimbursement thereof, be subrogated to
the lien and other rights herein granted Unit Operator.

11.6 CARVED-OUT INTEREST. If any Working Interest Owner shall, after executing this
Agreement, create an overriding royalty, production payment, net profits interest, carried interest,
or any other interest out of its Working Interest, such carved-out interest shall be subject to the
terms and provisions of this Agreement, specifically including, but without limitation, Section 11.5
hereof. If the Working Interest Owner creating such carved-out interest (a) fails to pay any Unit
Expense chargeable to such Working Interest Owner under this Agreement, and the production of
Unitized Substances accruing to the credit of such Working Interest Owner is insufficient for the
purpose, or (b) withdraws from this Agreement under the terms and provisions of ARTICLE XVII
hereof, the carved-out interest shall be chargeable with a pro rata portion of all Unit Expense
incurred hereunder, the same as though such carved-out interest were a Working Interest, and Unit
Operator shall have the right to enforce against such carved-out interest, the lien and all other rights
granted in Section 11.5 for the purpose of collecting the Unit Expense chargeable to the carved-
out interest.

11.7 UNCOMMITTED ROYALTY. Should an owner of a Royalty Interest in any Tract fail to
become party to the Unit Agreement, and, as a result thereof, the actual Royalty Interest payments
with respect to production from such Tract are more or less than the Royalty Interest payments
computed on the basis of the Unitized Substances that are allocated to such Tract under the Unit
Agreement, the difference shall be borne by or inure to the benefit of Working Interest Owners, in
proportion to their respective Unit Participations at the time the Unitized Substances were
produced; however, the difference to be borne by or inure to the benefit of Working Interest
Owners shall not exceed an amount computed on the basis of one-eighth (1/8) of the difference
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between the Unitized Substances allocated to the Tract and the Unitized Substances produced from
the Tract. Such adjustments shall be made by charges and credits to the Joint Account.

ARTICLE XII
NONUNITIZED FORMATIONS

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

ARTICLE XIII
TITLES

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

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

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

142 SETTLEMENTS. Unit Operator may settle any single damage claim or suit involving Unit
Operations if the expenditure does not exceed Fifty Thousand Dollars ($50,000.00) and if the
payment is in complete settlement of such claim or suit. If the amount required for settlement
exceeds the above amount, Working Interest Owners shall assume and take over the further
handling of the claim or suit, unless such authority is delegated to Unit Operator. All costs and
expense of handling, settling, or otherwise discharging such claim or suit shall be an item of Unit
Expense. If a claim is made against any Working Interest Owner or if any Working Interest Owner
is sued on account of any matter arising from Unit Operations over which such Working Interest
Owner individually has no control because of the rights given Working Interest Owners and Unit
Operator by this Agreement and the Unit Agreement, the Working Interest Owner shall
immediately notify Unit Operator, and the claim or suit shall be treated as any other claim or suit
involving Unit Operations.

ARTICLE XV
INTERNAL REVENUE PROVISION

15.1 INTERNAL REVENUE PROVISION. Notwithstanding any provisions herein that the rights
and liabilities of the parties hereunder are several and not joint or collective, or that this Agreement
and the operations hereunder shall not constitute a partnership, if for Federal income tax purposes this
Agreement and the operations hereunder are regarded as a partnership, then each of the parties hereto
hereby elects to be excluded from the application of all of the provisions of Subchapter K, Chapter 1,
Subtitle A, of the Internal Revenue Code of 1954, as permitted and authorized by Section 761 of said
Code and the regulations promulgated thereunder. Unit Operator is hereby authorized and

directed to execute on behalf of each of the parties hereto such evidence of this election as may be
required by the Secretary of the Treasury of the United States or the Federal Internal Revenue Service,
including specifically, but not by way of limitation, all of the returns, statements, and the data required
by Federal Regulation 1.761-1(a). Should there be any requirement that each party hereto further
evidence this election, each party hereto agrees to execute such documents and furnish such other
evidence as may be required by the Federal Internal Revenue Service or as may be necessary to
evidence this election. Each party hereto further agrees not to give any notices or take any other action
inconsistent with the election made hereby. If any present or future income tax laws of the State of
New Mexico, or any future income tax laws of the United States contain, or shall hereafter contain,
provisions similar to those contained in Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue
Code of 1954, under which an election similar to that provided by Section 761 of said Subchapter K is
permitted, each of the parties hereto hereby makes such election or agrees to make such election as
may be permitted by such laws. In making this election, each of the parties hereto hereby states that
the income derived by such party from the operations under this Agreement can be adequately
determined with the computation of partnership taxable income.
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ARTICLE XVI
NOTICES

16.1 NOTICES. All notices required hereunder shall be in writing and shall be deemed to have been
properly served when received by mail to the address of the representative of each Working Interest
Owner as furnished to Unit Operator in accordance with ARTICLE IV.

ARTICLE XVII
WITHDRAWAL OF WORKING INTEREST OWNER

17.1  WITHDRAWAL. A Working Interest Owner may withdraw from this Agreement by
transferring, with special warranty of title only, either express or implied, to the other Working
Interest Owners who do not wish to withdraw, all its Oil and Gas Rights in the Unitized Formation,
together with its interest in all Unit Equipment and in all personal property used in Unit Operations.
The instrument of transfer may be delivered to Unit Operator for the transferees. Such transfer
shall not relieve said Working Interest Owner from any obligation or liability incurred prior to the
date of the delivery of the instrument of transfer. The interest transferred shall be owned by the
transferees in proportion to their respective Unit Participations. The transferees, in proportion to
the respective interests so acquired, shall pay transferor the net salvage value of the Unit
Equipment. After the date of delivery of the instrument of transfer, the withdrawing Working
Interest Owner shall be relieved from all further obligations and liability hereunder and under the
Unit Agreement, and the rights of such Working Interest Owner hereunder and under the Unit
Agreement shall cease insofar as they existed by virtue of the interest transferred.

ARTICLE XVIII
ABANDONMENT OF WELLS

18.1 RIGHTS OF FORMER OWNERS. If the Working Interest Owners decide to permanently
abandon any well within the Unit Area as to the Unitized Interval prior to termination of the Unit
Agreement, Unit Operator shall give written notice thereof to all of the Working Interest Owners
owning in the tract upon which the well is located and they shall have the option for a period of
ninety (90) days after the receipt of such notice to notify Unit Operator in writing of their election
to take over and own the well. Within thirty (30) days after the Working Interest Owners have
notified Unit Operator of their election to take over the well, they shall pay Unit Operator, for
credit to the joint account, the amount determined by Working Interest Owners to be the net
salvage value of any such casing and equipment. By taking over the well, such Working Interest
Owners agree to seal off the Unitized Formation, and upon abandonment to plug the well in
compliance with applicable laws, regulations and ordinances. The Working Interest Owners who
take over the well under this provision shall immediately file the necessary forms showing the
change in operation with the appropriate City, State and Federal agencies.

18.2 PLUGGING. If no Working Interest Owners elect to take over a well located within the
Unit Area that is proposed for abandonment, Unit Operator shall plug and abandon the well in
compliance with applicable laws, regulations, and ordinances at Unit expense. Any salvage value,
including the salvage value of casing, shall be credited to Working Interest Owners on the basis of

their respective Unit Participation.
ARTICLE XIX
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EFFECTIVE DATE AND TERM

19.1 EFFECTIVE DATE. This Agreement shall be and become binding on each party as of the
date of execution or ratification of same by such party but shall not become effective for the
purpose of conducting Unit Operations hereunder until the effective date of the Unit Agreement,
which date shall also be the effective date of this Agreement.

19.2 TERM. This Agreement shall continue in effect so long as the Unit Agreement remains in
effect, and thereafter until (a) all Unit wells have been plugged and abandoned or turned over to
Working Interest Owners in accordance with ARTICLE XX; (b) all Unit Equipment and real
property acquired for the joint account have been disposed of by Unit Operator in accordance with
instructions of Working Interest Owners; and (c) there has been a final accounting, which shall be
rendered within sixty (60) days after the sale of the Unit Equipment.

ARTICLE XX
ABANDONMENT OF OPERATIONS

20.1 TERMINATION. Upon termination of the Unit Agreement, the following will occur:

20.1.1 OIL AND GAS RIGHTS. Oil and Gas Rights in and to each separate Tract shall no
longer be affected by this Agreement, and thereafter the parties shall be governed by the terms and
provisions of the leases, joint operating contracts, and other contracts and instruments affecting the
separate Tracts.

20.1.2 RIGHT TO OPERATE. Working Interest Owners of any Tract that desire to take over
and continue to operate wells located thereon may do so by paying Unit Operator the net salvage value
of the Unit Equipment and all personal property separately owned by other Working Interest Owners
in and on the wells taken over and by agreeing to plug properly each well at such time as it is
abandoned.

20.1.3 SALVAGING WELLS. Unit Operator shall salvage as much of the casing and
equipment in or on wells not taken over by Working Interest Owners of separate Tracts as can
economically and reasonably be salvaged, and shall cause the wells to be plugged and abandoned in
compliance with applicable laws, regulations and ordinances.

20.1.4 COST OF SALVAGING. Working Interest Owners shall share the cost of salvaging,
liquidation or other distribution of assets and properties used in Unit Operations and not taken over by
Working Interest Owners of separate Tracts, in proportion to their respective Unit Participation.

20.1.5 COST OF ABANDONMENT. The cost of abandonment of Unit Operations shall
be Unit Expense.

20.1.6 DISTRIBUTION OF ASSETS. Working Interest Owners shall share in the
distribution of Unit Equipment, or the proceeds thereof, in proportion to their Unit Participations.
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ARTICLE XXI
EXECUTION

21.1 ORIGINAL, COUNTERPART, OR OTHER INSTRUMENT. A party may become a
party to this Agreement by signing the original of this instrument, a counterpart thereof, a
ratification or other instrument agreeing to be bound by the provisions hereof. The signing of any
such instrument shall have the same effect as if all parties had signed the same instrument.

ARTICLE XXII
SUCCESSORS AND ASSIGNS

22.1 SUCCESSORS AND ASSIGNS. The provisions hereof shall be covenants running with
the lands, leases, units and interests covered hereby, and shall extend to, be binding upon, and
inure to the benefit of the parties hereto and their respective heirs, devisees, legal representatives,
successors, and assigns of the parties hereto.

ARTICLE XXIII
CHANGES OF OWNERSHIP PRIOR TO EXECUTION

23.1 CHANGES OF OWNERSHIP PRIOR TO EXECUTION. In view of the diverse character
of the ownership of the Working Interest it is possible, though not contemplated, that the Working
Interest, Tract Participation and Unit Participation as shown on EXHIBIT E may have been
incorrectly established or may change as the result of conveyance or deaths occurring between the
time of the preparations of this Agreement and the time of its execution by all parties. In either of
such events, Unit Operator is authorized to revise EXHIBIT E to conform to the facts. The
revisions shall not include any change in the Working Interest, Tract Participation or Unit
Participation of any party who has previously executed this Agreement, except (1) authorized in
the Unit Agreement, (2) to conform with changes with the consent of all parties affected by such
changes or (3) on authority of a certified copy of a properly executed and recorded conveyance.

ARTICLE XXIV
AMENDMENT

24.1 AMENDMENT. This Agreement may be amended by the affirmative vote of the Working
Interest Owners as set forth in Section 4.3.2 hereof.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date
evidenced by their certificates of acknowledgment hereof.

WORKING INTEREST OWNERS

[SIGNATURE BLOCKS]
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Exhibit D
Working Interest Ownership of Unit Area
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Unit Revenue Cumulative Calculations

Owner No. Owner Interest Type Phase I RI Phase Il RI
112294 CL& F RESOURCES LP Wi 0.29286791 0.29260050
200945 COG OPERATING LLC Wi 0.00477333 0.00421620
205037 COLLINS PERMIAN, LP wi 0.08981282 0.08973082
117590 KEITH W. DAVIS Wi 0.00780981 0.00780268
129071 THOMAS FOX wi 0.00058573 0.00058520
145550 MARK A JACOBY Wi 0.00780981 0.00780268
151840 BRYAN E. LEE Wi 0.02733435 0.02730939
155900 JUDY MCGINN Wi 0.00117147 0.00117040
156550 GREG MENDENHALL wi 0.00058573 0.00058520

423 NAMY ENERGY L.P. wi 0.11636614 0.11625991
196848 OXY Y-1 COMPANY Wi 0.00053784 0.00047506
170540 GARY PHILLIPS Wi 0.00273344 0.00273094

120 SCHUMACHER PARTNERSIILP Wi 0.11636617 0.11625994
180380 GORDON E SOMMERS wi 0.00117146 0.00117041

500 JAMES H WILKES Wi 0.11636618 0.11625997
201834 YATES INDUSTRIES LLC Wi 0.00006723 0.00005938
203902 BILLIE ANN BARTLETT YOUNG wi 0.00096464 0.00188776

0.78732406 0.78690644

200945 COG OPERATING LLC OR 0.00022030 0.00019459
196848 OXY Y-1 COMPANY OR 0.00002482 0.00002193
201834 YATES INDUSTRIES LLC OR 0.00000310 0.00000274
154544 JEFF S. MANUPPELLI OR 0.00048303 0.000330S80
173298 RAMB VENTURES, LLC OR 0.00048303 0.00033090
0.00121428 0.00088106

13065 ARTHUR L. AKERS RI 0.00049647 0.00043852
18079 CLYDE LEWIS BARGSLEY RI 0.00840593 0.01161663
17614 NORMA J BARTON SEP. PROP. RI 0.00008274 0.00007309
17621 ROY G. BARTON JR. RI 0.00008274 0.00007309
17626 ROY G. BARTON, SR. & OPAL RI 0.00049647 0.00043852
17540 WAYNE A. BISSETT RI 0.00070333 0.00062124
17612 ALBERT W. BJORKEDAL RI 0.00016549 0.00014617
111266 LAWRENCE C BRUA RI 0.00016549 0.00014617
112286 CBR OIL PROPERTIES LLC RI 0.00523906 0.00669900
115611 W G COOPER RI 0.00016549 0.00014617
119398 PATRICIA A. MURPHY DRIVER RI 0.01050741 0.01452077
119455 JOSE F & ALMA G DUFFENDACK RI 0.00062058 0.00054815
124005 WILBUR C ENFIELD RI 0.00008275 0.00007309
128197 RAYMOND K. FORD RI 0.00210149 0.00290415
131994 JOSEPH E & TWILA M GOODDING RI 0.00679539 0.00600226
134329 ROBERT & MAXINE HANNIFIN TR. RI 0.00082744 0.00073087
136432 EDWARD F HINDEMAN, SEP PROP RI 0.00033098 0.00029235
145981 LAURA J. JENNINGS RI 0.00523906 0.00669900
146927 WILLIAM L JOHNSON RI 0.00016549 0.00014617
149782 FLOYD & LUCY KISBY RI 0.00049647 0.00043852
150055 DOUGLAS C KOCH RI 0.00070333 0.00062124
150293 HOWARD V & BERNICE L KRATZ RI 0.00024823 0.00021926
161197 JESSIE FAYE LACOSTE RI 0.00008275 0.00007309
154314 MARTIN MADISON & MYRTLE V. RI 0.00049647 0.00043852

154951 JOSEPH W & AGNES J MCBRIDE R! 0.00024823 0.00021926



157559 LOTTIE MITTEER, GLADYS HART &Rl
159056 GEORGE S. MURPHY llI RI
160439 NEW MEXICO OIL CORPORATION RI
200771 THOMAS & JOYCE PETTIT FAM TR RI
200852 REALEZA DEL SPEAR LP RI
174659 BERTHA M RIGHTMIRE & ELIZABE' R!
175556 CECIL F ROOKS & RUBY B ROOKS RI
177807 WILLIAM A & AMANDA L SCOTT Rl

202770 KENNETH C SHELBY, JR RI
184289 JOYCE L. THOMPSON, SEP. PROP RI
184291 RICHARD L. THOMPSON RI
184983 OLAV TOFTEN RI
185218 PHYLLIS TRIVELY, SEP. PROPERT RI
193774 G L WHITMAN RI
195543 FLOYD WILSON ESTATE RI

194801 ROBERT A. WISE, SEP. PROP. RI
203902 BILLIE ANN BARTLETT YOUNG RI

197554 OLIVER YOUNGBLOOD RI
197701 HARRY YUKON RI
203554 GFSJR MINERALS, LLC RI
200546 PONDEROSA ROYALTY LLC RI

200732 SARA S. DAVIS

200738 FIRST BAPTIST CHURCH/FRANKLIN
200734 JANE P. HAMMITT

200737 JAN 8. JOHNSON

201085 DONALD PENN SANDIFER REV. TR
200733 WILLIAM D. SANDIFER

200736 SUSAN B. WHITE

17540 WAYNE A. BISSETT RI
110152 BOLDRICK FAMILY PROP. LP Rl
114273 CHURCH ST. UNITED METHODIST RI

204208 CUATRO ROJOS, LLC RI
130293 ROBERT CLEVE GARRARD RI
201349 JON D SHOOK R!

204572 KITTIE PEARL BROWN ESTATE RI
200350 GENE E. KNIGHT ESTATE TRUST RI

201281 PATSY KNIGHT LIFE ESTATE RI
202934 SUZANNE B KOCH RI
150055 DOUGLAS C KOCH RI
201279 CINDY KNIGHT LEE RI
200147 LOCKHART-WATSON FAMILY LLC RI
154544 JEFF S. MANUPPELLI RI
157221 GAYLE ADELE MILLER Ri
202504 CINDY OGLESBY RI
202503 EDDY OGLESBY RI
202502 MIKE OGLESBY RI
202507 SHERRY BEADLE OWEN RI
173298 RAMB VENTURES, LLC RI
204680 SERENITY RESOURCES, LLC RI
200012 GILBERT SHELTON RI
200013 SHELTON POLK & BARBARA RI

204911 JEANETTE SHELTON RI

0.00033098
0.01050741
0.01433668
0.00226513
0.00082744
0.00016549
0.00049647
0.00033098
0.00049647
0.00008275
0.00008275
0.00016549
0.00008275
0.00024823
0.00024823
0.00024823
0.00113685
0.00016549
0.00016549
0.00000000
0.05983576
0.00664842
0.00000000
0.00362592
0.00241728
0.00362592
0.00362592
0.00362592
0.00362592
0.00362592
0.00000000
0.00205285
0.00011633
0.00096604
0.00120756
0.00120756
0.00060378
0.00181134
0.00080152
0.00035252
0.00102642
0.00102643
0.00028573
0.00201964
0.00144907
0.00032202
0.00310515
0.00310515
0.00310515
0.00310515
0.00144907
0.00000612
0.00072453
0.00072453
0.00072453

0.00029235
0.01452077
0.02094907
0.00200075
0.00073087
0.00014617
0.00043852
0.00029235
0.00043852
0.00007309
0.00007309
0.00014617
0.00007309
0.00021926
0.00021926
0.00021926
0.00101639
0.00014617
0.00014617
0.00000000
0.05439374
0.00604375
0.00000000
0.00382908
0.00255272
0.00382908
0.00382908
0.00382908
0.00382908
0.00382908
0.00000000
0.00140633
0.00007969
0.00066180
0.00082725
0.00082726
0.00041363
0.00124088
0.00054909
0.00024150
0.00070317
0.00070317
0.00019574
0.00138358
0.00099271
0.00022060
0.00212723
0.00212723
0.00212723
0.00212723
0.00099271
0.00000419
0.00049635
0.00049635
0.00049635



178448 DAN SHELTON

178451 GILLIS SHELTON

178452 HAROLD SHELTON, JR. &

178449 JACK CAVETT SHELTON, SR.

200028 SUSAN M. SHOOK REV INTER-VIVOS
200027 WILLIAM B. & PIA A, SHOOK TR.
204679 WARREN VENTURES, LTD

202508 CRILL PEARSON WATSON

202505 DENNIS YADON

202506 TED YADON

RI
RI
RI
RI

RI
R
R
RI
RI

0.00032202
0.00048302
0.00048302
0.00032202
0.00060378
0.00060378
0.00004082
0.00310515
0.00310515

0.00310515

0.21146167

0.00022060
0.00033090
0.00033090
0.00022060
0.00041363
0.00041363
0.00002796
0.00212723
0.00212723
0.00212723
0.21221249



9¢672000°0
60€£0000°0
LT97T000°0
60€£0000°0
60€£0000°0
¢S8ev000°0
SEC6T000°0
Z2S8¢ev000°0
LTI9YT000°0
£80€/000°0
S£000¢00°0
569¥8500°0
LyET6C00°0
SE¢6C000°0
9¢61¢000°0
ZS8ev000°0
60€£0000°0
9¢612000°0
¥CTZ9000°0
¢S8e¥000°0
L19Y1000°0
LY¥ET6T000
SET6C000°0
£80€L000°0
9¢c00900°0
69%85000°0
60€£0000°0
ST815000°0
L€C6C00°0
LT9YT000°0
LYECHC00°0
LT9¥T000°0
£L19%T000°0
¥¢T¢9000°0
¢58¢¥000°0
60€£0000°0
60€£0000°0
8/8EECO0°0
¢58e¥000°0

€¢817¢000°0
S/£¢80000°0
67S9T000°0
5/730000°0
5/280000°0
/%96%000°0
860€£000°0
L¥96%000°0
6¥59T000°0
¥¥/£2¢3000°0
€159¢C00°0
95619900°0
8£60€€00°0
860€£000°0
€¢8¥T000°0
L796%000°0
S£T80000°0
€¢8vZ000°0
€E€E0L000°0
L796¥000°0
6¥591000°0
8£60€€00°0
860€E000°0
/780000
6€56/900°0
96T99000°0
5/780000°0
850790000
8/60€€00°0
6¥591000°0
8/60€€00°0
65910000
6¥S91000°0
€€£0L000°0
L¥96¥000°0
¥£¢80000°0
¥£230000°0
8L¥9¢00°0
£L¥961000°0
14 11 @seyd

14 1 9s8yd

3S /81411000 5]
N £906£000°0 5]
3S 621870000 I
IN £906£000°0 I
N £906£000°0 5]
N SZE¥€200°0 S|
3S 62951000 3]
3S G/EYET00°0 S|
3S 621820000 [}
IN GZ2906€00°0 S|
N 9€£69010°0 1
W S2LE00 3]
W 5295100 5]
38 62951000 5]
3S 281211000 13|
3S §LE¥EZ00°0 5]
3S £906£000°0 3!
35S 881211000 S|
N 1£0CEE00°0 I
3S S/E¥E200°0 S|
3S 621820000 1
N 295100 rd
38 57951000 Iy
W §2906£00°0 ]
ads 80080Z£0°0 S|
IN SZ1E00°0 kS|
3S £906£000°0 bS]
3S 696262000 5]
W §Z9510°0 5]
3S 621820000 S|
N 6295100 S|
3S 621820000 ]
W SZ182000°0 S|
W 1£0ZEE000 2]
W S/£¥£200°0 3]
IN 2906£000°0 15|
W 2906£000°0 I
N 6Z100 1]
3S G/E£4£Z00°0 5]

¥ pes)  adAj 1saiauj

uolIBjNd|B) 3NU3AY 3seaq Suippoon

NYWALIHM T © ¥2/¢€61
AL¥3dO¥d ‘d3S "ATIAIML SITIAHG 812581
N3140L AVIO €86¥8L
NOSdANOHL 71 QYVHOIA L62¥8l
‘'dO¥d 'd3S ‘NOSJWOHL 1 3IDA0r 682481
Ml 'AG13HS O HIINNIM 047202
1103S T VANVINY BV WVYITTIM L0821
SHOO0Y g AdNY ® SMOO0Y 4 11030 955521
H139vZI73 B FHINLHOIME W YHLY39 659v/1
d1 dv3adS 130 vZ3Tv3Y ¢6800¢
LWV LI113d 33A0r 8 SYINOHL 12200C
NOILYHOdHd0D 110 OJIX3IN MIAN 6£7091
IINAHJHYNIN 'S 39Y03O 960651
® LYVH SAQVTO "H3ILLIN JILLOT 655261
JAIFIGON r SINOV 8 M HdISOr 1G6¥S1
‘ATTLHAN 8 NOSIAVIN NILYVIN 71EpS)
31800V JAVL 3ISS3r L611S)
Z1VdX 71 30INY39 ® A Q4VYMOH 62051
HOOX O SV19N0Qa S500S1
AESI ADN1 % AAOTH Z8.6%1
NOSNHOf 1 WVITIIM LZ69vL
SONINNII T vdNv1 186SYL
dO¥d d3S ‘NVWIANIH 4 a¥vaa3 zeveel
"1 NIJINNVH 3NIXVIN 8 14390y 62¢veL
ONIAAO0D N V1ML 8 3 HAISOr ¥661EL
dd0d M GNOWAVY /61821
a7314AN3 O ¥Ng1IM S00v2Cl
AOVAN344NA O VINTV 8 4 3SOr SS¥6L1
HIN-EA AHJININ 'V VIOIH1vd 86€61 1
43d000 O M LI9S)
OT1S31L4d3d0dd 110 ¥80 98¢¢Zil
VNAHg O FONIHMYT 99CLLL

IVAIHHOrd ‘M 143971V C19.21

1138818 'V INAVM 0¥5.1

TvdO B US 'NOLHveE ‘D AOY 92921

"M NOLdvd © AOH 129l)

'dOdd 'd3S NOLYvE 1 VINHON #1841

AZFTSOUvVd SIMIT 3dATD 62081

SHIMVY 1 HNHLYV G90¢L
[uUmp

"ON 12UMQ



SECOTLBT0
8E6500000
98/8€1C0°0
CESTC000°0
S8L8ETCO0
0t20S000°0
90S£¥000°0
¥8/8€1C0°0
99/0T000°0
TESTC000°0
66€¢0S00°0
EVSEYTO00
99/0T000°0
EVSEVI000
0v/059T0°0
0¢Z9TZv00°0
L178C8ES00

¥£200000°0
€61¢0000°0
6576T000°0

LT9¥1000°0
LT9YT000°0
6917850000
9¢61C000°0
976170000

T8S¢8TIT0
€2Z900000
00¥TZ¥e00
9LE¥T000°0
00¥1ZyC00
68950000
¥84E€5000°0
66ETTYCO0
881¢1000°0
9/€¥7000°0
98/89500°0
0TSC9100°0
88TCT000°0
0TSC9T00°0
998898100
E€EELLY000
6CI¥6090°0

0T€00000°0
Z8¥70000°0
0e0¢z000°0

6175910000
6¥S9T000°0
961990000
€28¥T000°0
€¢8¥7000°0

1S 8€/1€000°0
W ¥601EPLL0
W 620511000
W €60LEeYLL0
N 515892000
W 906£5¢00°0
W ¢60lerlL0
W 6€£5/5000°0
W 840511000
W 251689200
W 881/9/000
W 6€5250000
W 8819000

ds 959228800
W ¢resceo0
N 1€569/82°0

1S S9¥100000
W 612110000
Al 200¥0100°0

3S §2182000°0
3S 621820000
W 621000

W 481211000
38 /81211000

d0
=[]
=lo)

OT1 S3ALSNANI SILVA +¥€810C
SATUMH SIAVr 005
SYINWWOS 3 NOQHOD 08€08L
d711 S43INLIVd H¥3HOVINNHOS 021
SdITHd AYVYD 0¥S0LL
ANVANOD [-A AXO 878961
'd"T ADYINT ANVN €2
TIVHNIANIW D3HO 065951
NNIODW Adnr 006ss1
337 '3 NVAd4 0v81GL
ADOQVI V MYVIN 055S¥L
XO4 SVYWOHL L/20621
SIANVA ‘M HLI3X 065211
d7 ‘NVINY3d SNITIOD 2£0502
011 ONILYYIdO D09 S¥600C
d1830¥N0S3H 4 810 ¥6¢clL

071 S3ALSNANI STLVA #€810C
ANVAANOD 1-A AXO 818961
OT1 ONILVHIdO 909 S¥6002

NOMNA AHYVH 1061
JOOTGONNOA H3AITO #5561
ONNOA L13714vd NNV 317718 206€02
'dOdd 'd3S 'ISIM Y 1¥3F0Y 108Y6l
31V1S3 NOSTIM AAOTd £+5S561



88EESTYC0
9//881000
044218200
LT€8Z0000
T4£C18C0°0
¢£099000°0
89/4¢18¢0°0
8ST¥1000°0
£T€8C000°0
814099000
9/4/88100°0
8ST¥T1000°0
9££88100°0
6¢6041¢0°0
81164000

¢TC0TISTO0
¢88E¥600°0
€9G//€00°0
94/88100°0
¢88EV600°0
€9S//€00°0
901554000

Id 11 seyd

S6ELvECT O
¥9¥96000°0
VIELEYTIOO
LPPT1000°0

STELEVIOO
¢9/.£€000°0
eETELEVIOO
S€C/0000°0
L¥PT000°0

¥79/€€00°0
7519600070
SEC/L0000°0
¥9¥96000°0
9¢€€601TO0
107£19€0°0

¢1/14£00°0
¢e¢8v00°0

876¢6100°0
¥9v96000°0
CEC8Y00°0

8¢6¢6100°0
95858€00°0

14 1 9seyd

00000000°T
N 052187000 IM
N ¢c90¥9L10 IM
W 881211000 IM
W LE90YSLL'O IM
W £E¥€/200°0 IM
W 1Z90¥9L10 IM
W 65850000 IM
W 88111000 IM
W GLEYELZ00 M
W 062182000 IM
W 65850000 IM
W 052182000 IMA
ads S/€¥8680°0 IM
W S/896¢6C°0 IM
N 00005¢90°0 b
N 092906€0°0 b
N 005295100 ke
W 05¢18200°0 i
N 052906€0°0 b
N 005296100 g
N 000GCLED0 <]

14 3es]  adAj isasaqu)

uoljejndje) anuanay aseady Aydin

ONNOA 11371dva NNV 317119 20602
SPANUMH SINVT 005
SHIANWNOS 3 NOAQHOD 08€08L
d11I SHINLIHVYd J3HOVINNHOS 021
SdITlHd AYVYO 015021
'dTADH3INI AINVN €Ct
TIVHNIANIN O34 065961
NNIDOW AdNr 006SSL
337 '3 NVAHEG 0¥8LSL
AGOOVI V HHVIN 0GSSYL
XOd4 SVINOHL L2062}
SIAVA ‘M HLIFX 065211
d7 ‘NVIWY3d SNITI0D 2£0502
d1S30"NOS3y 4 ®70 v62ChL

NOILYHOdHOO IO OJIX3W M3IN 67091

I AHJYNIN 'S 39H03O 950661

SONINNII T vdNv1 L86StL

J504 "M ANOWAVY 261821

HIAIHA AHJHNIN 'V VIOIY1VYd 86611

071 S31Ld3d0dd 110 °8D 98¢¢CL|
ATNISOHVE SIM3T 3AATO 62081

JBUMQ  °ON JaumQ



£9S879/T0 99/76€0£°0 00000000 T
TTTETTE00 L697CrE00 IN 0€189ZL1L0 IM SIMTMH SIWVF 00§
TYETE0000 LLYYE000°0 N 8E¥E1L100°0 IM SYININOS I NOAHOD 08£081
0TZETTEO0 v697Z77€0°0 N 221892110 I d1 1l SY3INLYVd YIHOVWNHIS 021
6¢T£L000°0 970800070 W 289¥9200°0 IM SdIT1IHd AYVD 07501
TZZETTE00 ¥69¥Z¥E00 N 2Z189ZLL0 IM 'd 1 ADYINT ANVYN €2¥
T£9ST0000 8€7/T000°0 N 612950000 M TIVHNIANIN O©3YD 065951
TYETE0000 LLY¥E000°0 W 8E¥€L1000 IM NNIODIW AQNr 006551
¥62TEL00°0 65¥770800°0 W S/89%920°0 I 337 '3 NYAME 0¥81GL
T¥680200°0 S¥867T00°0 W 05295/00°0 I AGOOVI ¥V MYVIN 05557L
T/9ST0000 8€C/T0000 W 612950000 M XOd SYWOHL 120621
16802000 S¥862200°0 W 052952000 M SIAVA ‘M HLI3Y 065211
7T870%20°0 TTTEYITO0 ds 528969800 IM d7 'NVINY3d SNIT10D ££0502
687SESL0°0 861619300 W G/E£6GE8Z0 IAA d1S304dN0S3Y 4 %10 v62CLL
0LTE¥000°0 68v/ 0000 IN 052951000 Iq ONNOA L13714vd NNV 317119 206£02
SLEV0900°0 Z¥8%9900°0 IN 005281200 18] 077 ALTIVAOY VSOYIANOd 95002
878STZ00°0 €YVLET00°0 IN 052182000 g NI AHJYNN 'S 39Y03S 950651
YLE6EVS00 9/£5€8650°0 N 00589610 S| 071 'STVHANIN ¥rS49 ¥55€02
0LTEY000°0 68v/¥000°0 IN 052951000 1Y ay04 ™M AONOWAVY /61821
878517000 EYYLE200°0 N 052182000 1 HAAIEA AHAYNN 'V VIDIYLYd 86E6L1
6£9T.T00°0 SS668T00°0 N 000529000 S| ATTISOUVE SIMIT JAATO 6208
14 Il @seyd 1Y | @seyd 14 10841 A} }saiau] ABUMQ "ON J12UMQ

uolejndje) dNUINY 3sea] ||enolS




TISYT9ET 0 £ST17687T°0 00000000 T

7078¥9T0°0 957095100 N 06290121 0 A SDITM H SANVT 005
£659T000°0 ZTLSTO000 N §/8121L00°0 IM SYIWNOS 3 NOQHOD 08€08)
LOT8Y9T00 LSLO9STO0 W 05290LCL'0 I d7 11 SYIANLYVYd YIHOVAINHOS 02l
91/8£000°0 2999€000°0 W SZE£¥8200°0 IM SdITIHd AYVD 0¥50/1
LOT8Y9TO0 £SL09STO0 W 6%¥290121°0 IM 'd 1 ADYINT AWVN €2
967300000 958/0000°0 IN 8£609000°0 IM TIVHNIANIN O©IYD 05595}
£659T000°0 Z1LST000°0 N S/81Z100°0 M NNIDOIN AQNr 006551
€9T/8€00°0 12999€00°0 IN 052£¥820°0 IM 3373 NVANd 0¥816)
8T90TT000 6¥.70T00°0 IN 005218000 IM ASOOVI V MYHVIN 06SG1)
96780000°0 958/0000°0 W 8£6090000 M XO4 SYNOHL 120621
819011000 6L¥0T000 IN 005218000 IM SIAVA ‘M HLIFX 06611
90TZLTTO0 TI9¥0ZT0°0 ds 0S/£¥€60°0 IM d1 ‘NVINY3d SNITI0D ££0502
TLI8YTYO0 64087600 N 0S/89%0€°0 IM d1S304N0S3Y 4 9710 ¥6TTLl
80678000 76579£00°0 N 00521820°0 Iq JLIHM ‘9 NVSNS 9€200C
806785000 765795000 IN 00521820°0 1S} Y34IANVYS "a WVITTIM ££2002
80678£00°0 76579£00°0 N 005218200 1Y H1 'AJY Y34IANVS NN3d QT¥YNOQG §8010T
80678€00°0 76579€00°0 IN 00521820°0 IS} NOSNHOf 'S NV /£200T
80678£00°0 26579£00°0 N 005218200 Iy L1IWWVH 'd 3NVT #£2002
74TSST00°0 87/T¥200°0 N 00058100 i NITMNVY4/HOHNHD 1Stidvda 1SdId 8£2002
80678000 76579€00°0 N 005Z1820°0 I SIAVA 'S YHVS 2£2002

IH il @seyd 14 | aseyd 14 ea] A] 1sa493uf J2UmQ "ON 12UmQ

uone|NI|E) dNUINIY 3SET HOOIA



Shelton Lease Revenue Calculation

Owner No. Owner Interest Type Tract Rl Phase i RI Phase {I RI

17540 WAYNE A. BISSETT RI 0.00885417 M 0.00205285 0.00140633
110152 BOLDRICK FAMILY PROP. LP RI 0.00050174 SD 0.00011633 0.00007969
114273 CHURCH ST. UNITED METHODIST RI 0.00416666 M 0.00096604 0.00066180
204208 CUATRO ROJOS, LLC RI 0.00520833 M 0.00120756 0.00082725
130293 ROBERT CLEVE GARRARD RI 0.00520834 M 0.00120756 0.00082726
201349 JON D SHOOK R} 0.00260416 M 0.00060378 0.00041363
204572 KITTIE PEARL BROWN ESTATE RI 0.0078125 M 0.00181134 0.00124088
200350 GENE E. KNIGHT ESTATE TRUST RI 0.00345703 M 0.00080152 0.00054909
201281 PATSY KNIGHT LIFE ESTATE RI 0.00152046 M 0.00035252 0.00024150
202934 SUZANNE B KOCH RI 0.00442708 M 0.00102642 0.00070317
150055 DOUGLAS C KOCH RI 0.00442709 M 0.00102643 0.00070317
201279 CINDY KNIGHT LEE RI 0.00123238 M 0.00028573 0.00019574
200147 LOCKHART-WATSON FAMILY LLC Ri 0.00871094 M 0.00201964 0.00138358
154544 JEFF S. MANUPPELLI Ri 0.00625 M 0.00144907 0.00099271
167221 GAYLE ADELE MILLER R! 0.00138889 M 0.00032202 0.00022060
202504 CINDY OGLESBY RI 0.01339286 M 0.00310515 0.00212723
202503 EDDY OGLESBY RI 0.01339286 M 0.00310515 0.00212723
202502 MIKE OGLESBY RI 0.01339286 M 0.00310515 0.00212723
202507 SHERRY BEADLE OWEN RI 0.01339286 M 0.00310515 0.00212723
173298 RAMB VENTURES, LLC RI 0.00625 M 0.00144907 0.00099271
204680 SERENITY RESOURCES, LLC RI 0.0000264 SD 0.00000612 0.00000419
200012 GILBERT SHELTON RI 0.003125 M 0.00072453 0.00049635
200013 SHELTON POLK & BARBARA RI 0.003125 M 0.00072453 0.00049635
204911 JEANETTE SHELTON RI 0.003125 M 0.00072453 0.00049635
178448 DAN SHELTON RI 0.00138889 M 0.00032202 0.00022060
178451 GILLIS SHELTON RI 0.00208333 SA 0.00048302 0.00033090
178452 HAROLD SHELTON, JR. & RI 0.00208333 M 0.00048302 0.00033090
178449 JACK CAVETT SHELTON, SR. RI 0.00138889 SC 0.00032202 0.00022060
200028 SUSAN M. SHOOK REV INTER-VIVOS RI 0.00260417 M 0.00060378 0.00041363
200027 WILLIAM B. & PIA A. SHOOK TR. RI 0.00260417 M 0.00060378 0.00041363
204679 WARREN VENTURES, LTD RI 0.00017605 SD 0.00004082 0.00002796
202508 CRILL PEARSON WATSON RI 0.01339285 M 0.00310515 0.00212723
202505 DENNIS YADON RI 0.01339286 M 0.00310515 0.00212723
202506 TED YADON RI 0.01339285 M 0.00310515 0.00212723
154544 JEFF S. MANUPPELLI OR 0.00208333 M 0.00048303 0.00033090
173298 RAMB VENTURES, LLC OR 0.00208333 M 0.00048303 0.00033090
112294 CL& F RESOURCES LP Wi 0.303125 M 0.07027984 0.04814625
205037 COLLINS PERMIAN, LP Wi 0.09295833 SD 0.02155248 0.01476485
117590 KEITH W. DAVIS Wi 0.00808333 M 0.00187413 0.00128390
129071 THOMAS FOX Wi 0.00060625 M 0.00014056 0.00009629
145550 MARK A JACOBY Wi 0.00808333 M 0.00187413 0.00128390
151840 BRYAN E. LEE wi 0.02829167 M 0.00655945 0.00449365
155900 JUDY MCGINN Wi 0.0012125 M 0.00028112 0.00019258
156550 GREG MENDENHALL Wi 0.00060625 M 0.00014056 0.00009629
423 NAMY ENERGY L.P. wi 0.12044167 M 0.02792451 0.01913011
170540 GARY PHILLIPS Wi 0.00282917 M 0.00065595 0.00044937
120 SCHUMACHER PARTNERS Il LP Wi 0.12044167 M 0.02792451 0.01913011
180380 GORDON E SOMMERS Wi 0.0012125 M 0.00028111 0.00019258
500 JAMES H WILKES Wi 0.12044167 M 0.02792451 0.01913012

1.00000000 0.23185102 0.15883298
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SPECIMEN, FORM 601 COPAS 1984

EXHIBIT “E*

Attached to and made a part of that certain Unit Operating Agreement date 2020, between
Texland Petroleum, L.P., as Operator, and CL.&F Resources LP, et al, as Non-Operator

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. DEFINITIONS

"Joint Property" shall mean the real and personal property subject to the agteement to which this Accounting Procedure
is attached.

“Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Propetty.

"Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

"Operatot" shall mean the party designated to conduct the Joint Operations.

"Non-Operators" shall mean the Parties to this agreement other than the Operato.

"Parties” shall mean Operator and Non-Operatorts.

"First Level Supetvisors" shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operating
capacity.

"Technical Employees" shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific epesating conditions and
problems for the benefit of the Joint Property.

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Opetratot’s employees.

"Material” shall mean personal property, equipment ot supplies acquired ot held for use on the Joint Property.
"Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2 STATEMENT AND BILLINGS

Operator shall bill Non-Operators on or before the last day of each month for their proportionate shate of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the
authority for expenditure, lease or facility, and all charges and credits summarized by appropriate classifications
of investment and expense except that items of Controllable Matetial and unusual charges and credits shall be
separately identified and fully desctibed in detail.

3. ADVANCES AND PAYMENTS BY NON-OPERATORS

A Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to
advance their share of estimated cash outlay for the succeeding month's operation within fifteen (15)
days after receipt of the billing or by the first day of the month for which the advance is required,
whichever is later. Operator shall adjust each monthly billing to reflect advances received from the
Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within thirty (30) days after receipt. If payment
is not made within such time, the unpaid balance shall bear interest monthly at the prime rate in effect
at Frost Bank’s prime rate plus 2% but in no event shall such rate exceed the contract rate
permitted by the usury laws of the state of Les on the first day of the month in which delinquency
occurs plus 1% or the maximum contract rate permitted by the applicable usury laws in the state in



which the Joint Propetty is located, whichever is the lesser, plus attorney’s fees, court costs, and other
costs in connection with the collection of unpaid amounts.

ADJUSTMENTS

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the
correctness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator duting
any calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said twenty-four (24) month period 2 Non-Operator takes
wiitten exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator
shall be made unless it is made within the same prescribed petiod. The provisions of this paragraph shall not
prevent adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.



5. AUDITS

A.

A Non-Operatot, upon notice in writing to Operator and all other Non-Operators, shall have the right to
audit Operatot's accounts and records telating to the Joint Account for any calendar year within the
twenty-four (24) month period following the end of such calendar year; provided, however, the making of
an audit shall not extend the time for the taking of written exception to and the adjustments of accounts as
provided for in Paragraph 4 of this Section I. Where there are two ot more Non-Operators, the Non-
Operators shall make every reasonable effort to conduct a joint audit in a manner which will result in a
minimum of inconvenience to the Operator. Operator shall bear no portion of the Non-Operatots' audit
cost incurred under this paragraph unless agreed to by the Operator. The audits shall not be conducted
more than once each year without prior approval of Operatot, except upon the resignation ot removal of
the Operator, and shall be made at the expense of those Non-Operators approving such audit.

The Operator shall reply in writing to an audit report within 180 days after receipt of such report.

6. APPROVAL BY NON-OPERATORS

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other
sections of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached
contains no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator's
proposal, and the agreement or approval of a majority in interest of the Non-Operators shall be controlling on
all Non-Operatoss.

II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1. ECOLOGICAL AND ENVIRONMENTAL

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy
environmental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological ot
archaeological nature and pollution control procedures as required by applicable laws and regulations.

2. RENTALS AND ROYALTIES

Lease rentals and royalties paid by Operator for the Joint Operations.

3. LABOR

A.

(1) Salaries and wages of Opetatot's field employees ditectly employed on the Joint Property in the
conduct of Joint Operations.

(2) Salaries of First Level Supervisors in the field.

(3) Salaties and wages of Technical Employees directly employed on the Joint Property if such chatrges
are excluded from the overhead rates.

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and
direetly employed in the operation of the Joint Property if such charges are excluded from the
overhead rates.

Operatot's cost of holiday, vacation, sickness and disability benefits and other customary allowances
paid to ernployees whose salaties and wages are chargeable to the ]omt Account under Paragraph 3A

L [}




C. Expenditutes or contributions made pursuant to assessments imposed by governmental authority
which are applicable to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B
of this Section II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account
under Paragraph 3A of this Section II.

EMPLOYEE BENEFITS

Operator's cutrent costs of established plans for employees' group life insurance, hospitalization, pension,
tetirement, stock putchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor
cost chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II shall be Operator's actual
cost not to exceed the percent most recently recommended by the Council of Petroleum Accountants Societies.



5. MATERIAL

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and 1s reasonably practical and consistent with efficient and economical operations. The accumulation of
surplus stocks shall be avoided.

6. TRANSPORTATION

Transportation of employees and Material necessary for the Joint Operations but subject to the following
limitations:

A. If Material is moved to the Joint Property from the Operatot's warehouse or othet properties, no
charge shall be made to the Joint Account for a distance greater than the distance from the nearest
reliable supply store where like material is normally available ot railway receiving point neatest the
Joint Property unless agteed to by the Parties.

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made
to the Joint Account for a distance greater than the distance to the neatest teliable supply store where
like material is normally available, or railway receiving point nearest the Joint Property unless agreed
to by the Parties. No charge shall be made to the Joint Account for moving Material to other
properties belonging to Operator, unless agreed to by the Parties.

C. In the application of subparagraphs A and B above, the option to equalize ot charge actual trucking
cost is available when the actual charge is $400 or less excluding accessorial charges. The $400 will be
adjusted to the amount most recently recommended by the Council of Petroleum Accountants
Societies.

7. SERVICES

The cost of contract services, equipment and utilities provided by outside soutces, except services excluded by
Paragraph 10 of Section II and Paragraph i, ii, and iii, of Section III. The cost of professional consultant
services and contract services of technical personnel directly engaged on the Joint Property if such charges are
excluded from the ovethead rates. The cost of professional consultant setvices ot contract services of technical
personnel not directly engaged on the Joint Property shall not be charged to the Joint Account=usless

8. EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

A Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates
commensurate with costs of ownership and operation. Such rates shall include costs of maintenance,
repairs, other operating expense, insurance, taxes, depreciation, and interest on gross investment less
accumulated depreciation not to exceed prime + 1 percent ( P+1%5%) per annum. Such tates shall
not exceed average commercial rates currently prevailing in the immediate area of the Joint Property.

(Prime = Frost Bank Prime Intetest Rate)

B. In licu of charges in paragraph 8A above, Operator may elect to use average commercial rates
prevailing in the immediate area of the Joint Propetty less 20%. For automotive equipment, Operator
may elect to use rates published by the Petroleum Motor Transport Association.

9. DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of
damages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those tresulting from
Operator's gross negligence or willful misconduct. Operator shall furnish Non-Operator written notice of
damages or losses incurred as soon as practicable after a report thereof has been received by Operator.



10.

11.

LEGAL EXPENSE

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator's legal staff or
fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the ovethead provisions of Section IIT unless otherwise agteed to by
the Parties, except as provided in Section I, Paragraph 3.

TAXES

All taxes of every kind and nature assessed ot levied upon or in connection with the Joint Property, the
operation thereof, or the production therefrom, and which taxes have been paid by the Operator for the
benefit of the Parties. If the ad valorem taxes are based in whole ot in part upon separate valuations of each
party's working interest, then notwithstanding anything to the contrary herein, charges to the Joint Account
shall be made and paid by the Parties hereto in accordance with the tax value generated by each party's working
interest.
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INSURANCE

Net premiums paid for insurance required to be catried for the Joint Operations for the protection of the Parties. In the
event Joint Opetations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation
and/or Employers Liability under the respective state's laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a chatge at Operator's cost not to exceed manual rates.

13.

14.

15.

ABANDONMENT AND RECLAMATION

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other
regulatory authority.

COMMUNICATIONS
Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including
radio and microwave facilities directly serving the Joint Propetty. In the event communication facilities/systems

serving the Joint Property are Operator owned, charges to the Joint Account shall be made as provided in
Paragraph 8 of this Section II.

OTHER EXPENDITURES

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section IIT
and which is of direct benefit to the Joint Property and is incutred by the Operator in the necessary and proper
conduct of the Joint Operations.

III. OVERHEAD

OVERHEAD - DRILLING AND PRODUCING OPERATIONS

1 As compensation for administrative, supetvision, office services and warehousing costs, Operator
shall charge drilling and producing operations on either:

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

o2 ?

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all
offices and salaries or wages plus applicable burdens and expenses of all personnel, except those
directly chargeable under Paragraph 3A, Section II. 'The cost and expense of services from outside
sources in connection with matters of taxation, traffic, accounting ot matters before or involving
governmental agencies shall be considered as included in the overhead rates provided for in the above
selected Paragraph of this Section IIT unless such cost and expense are agreed to by the Parties as a
direct charge to the Joint Account.

i1. The salaties, wages and Personal Expenses of Technical Employees and/or the cost of professional
consultant services and contract services of technical personnel directly employed on the Joint
Property:

: ead-tiies=ot
(XX) shall not be covered by the overhead rates.

11i. The salaties, wages and Personal Expenses of Technical Employees and/or costs of professional
consultant setvices and contract services of technical personnel either temporarily or permanently
assigned to and directly employed in the operation of the Joint Property:




A. Overhead - Fixed Rate Basis

)

)

3)

(XX) shall not be covered by the overhead rates.

Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $7,760 for vertical wellbores and $10,000 for drilling horizontal wellbores

(Prorated for less than a full month)

Producing Well Rate and injection well rate $ 776.00

Application of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate

M

)

Chatges for dtilling wells shall begin on the date the well 1s spudded and terminate
on the date the drilling rig, completion tig, ot other units used in completion of the
well is released, whichever is later, except that no chatge shall be made during
suspension of drilling or completion operations for fifteen (15) or more
consecutive calendar days.

Chatges for wells undergoing any type of workover or recompletion for a period of
five (5) consecutive work days or more shall be made at the drilling well rate. Such
chatges shall be applied for the petiod from date wotkover operations, with rig or
other units used in wotkover, commence through date of tig or other unit release,
except that no charge shall be made during suspension of operations for fifteen
(15) ot more consecutive calendar days.

(b) Producing Well Rates

M

@

3)

“)

®)

. An active well either produced or injected into for any portion of the month shall

be considered as a one-well chatge for the entire month.

Each active completion in a multi-completed well in which production is not
commingled down hole shall be considered as a one-well charge providing each
completion is considered a sepatate well by the governing regulatory authority.

An inactive gas well shut in because of overproduction or failure of purchaser to
take the production shall be considered as a one-well charge providing the gas well
is directly connected to a permanent sales outlet.

A one-well charge shall be made for the month in which plugging and
abandonment operations are completed on any well. This one-well charge shall be
made whethet ot not the well has produced except when drilling well rate applies.

All other inactive wells (including but not limited to inactive wells covered by unit
allowable, lease allowable, transferred allowable, etc.) shall not qualify for an
overhead charge.

The well rates shall be adjusted as of the first day of April ggg ygg_r fgllowmg Apnl 1, 2019 by
the percentage mcrgggg or dgg rease pgbl:shed bg COPAS. Fhe= res-shatl-he-adinsted-as-o




B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
(a) Development

Percent (__ %) of the cost of development of the Joint Propetty exclusive of costs
provided under Paragraph 10 of Section II and all salvage credits.

(b) Operating

Percent (___%) of the cost of operating the Joint Property exclusive of costs
provided under Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected
substances purchased for secondary recovery and all taxes and assessments which are levied,
assessed and paid upon the mineral interest in and to the Joint Property.

2 Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III,
development shall include all costs in connection with drilling, redrilling, deepening, or any remedial
operations on any or all wells involving the use of drilling rig and crew capable of drilling to the
producing interval on the Joint Property; also, preliminary expenditures necessary in preparation for
drilling and expenditures incurred in abandoning when the well is not completed as a producet, and
original cost of construction or installation of fixed assets, the expansion of fixed assets and any other
project clearlydiscernible as a fixed asset, except Major Construction as defined in Paragraph 2 of this
Section III. All other costs shall be considered as operating.

2. OVERHEAD - MAJOR CONSTRUCTION

To compensate Operator for overhead costs incurted in the Construction and installation of fixed assets, the
expansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development
and operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of
construction, or shall charge the Joint Account for overhead based on the following rates for any Major
Construction project in excess of § :

A. Two (2) % of fest=$3:06:688-0r total cost

B [+ £ ATATS’
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Total cost shall mean the gross cost of any one project. For the putpose of this paragraph, the component
parts of a single project shall not be treated separately and the cost of drilling and workover wells and attificial
lift equipment shall be excluded.

3. CATASTROPHE OVERHEAD

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single
occurrence due to oil spill, blowout, explosion, fire, storm, hutricane, ot other catastrophes as agreed to by the
Parties, which are necessary to restore the Joint Property to the equivalent condition that existed ptiot to the
event causing the expenditures, Operator shall either negotiate a rate ptior to charging the Joint Account ot
shall charge the Joint Account for overhead based on the following rates:

A. Two (2) % of total costs threugh-$3+66:000r-phus
& ;

. 1 i a o
B. Lttt ineneess-08100-000-butdess-than-51-000-000—]y




Expenditures subject to the ovetheads above will not be reduced by insurance recoveries, and no other
overhead provisions of this Section IIT shall apply.

4. AMENDMENT OF RATES

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

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is tesponsible for Joint Account Matetial and shall make proper and timely charges and credits for all Material
movements affecting the Joint Property. Operatot shall provide all Material for use on the Joint Property; however, at
Operator's option, such Material may be supplied by the Non-Opetator. Operator shall make timely disposition of idle
and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or
sale to outsiders. Operator may putchase, but shall be under no obligation to purchase, interest of Non-Operators in
surplus condition A or B Material. The disposal of surplus Controllable Matetial not purchased by the Operator shall be
agreed to by the Parties.

1. PURCHASES

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In
case of Material found to be defective ot returned to vendor for any other reasons, credit shall be passed to the
Joint Account when adjustment has been received by the Operator.

2. TRANSFERS AND DISPOSITIONS

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash
discounts:

A. New Material (Condition A)

Tubular goods shall be priced at cutrent price at the date of movement as quoted by a reliable supply
store near the Joint Property where such matetial is normally available in the quantities required.
Prices shall be F.O.B. the nearest shipping point.
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B.

Other Material shall be priced at the current new price, in effect at date of movement, as listed by a
reliable supply store nearest the Joint Property, or point of manufacture, plus transpottation costs, if
applicable, to the railway receiving point nearest the Joint Property.

Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the
current new price, in effect on date of movement, as listed by a reliable supply store nearest the Joint
Property, or point of manufacture, plus transportation costs, if applicable, to the railway receiving
point nearest the Joint Property. Unused new tubulars will be priced as provided above in Paragraph

2.A Grand-(2).

Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:

)

@

3

Material moved to the Joint Property
At seventy-five percent (75%) of current new price, as determined by Paragraph A.
Material used on and moved from the Joint Property

(@) At seventy-five percent (75%) of cutrent new price, as determined by Paragraph A, if
Material was originally chatged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material
was originally charged to the Joint Account as used Matetial.

Material not used on and moved from the Joint Propetty
At seventy-five percent (75%) of current new price as determined by Patagraph A.
"The cost of reconditioning, if any, shall be absorbed by the transferring propetty.

Other Used Material



(1) Condition C

Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by
Paragraph A. The cost of reconditioning shall be chatged to the receiving propetty, provided
Condition C value plus cost of reconditioning does not exceed Condition B value.

2 Condition D

Material, excluding junk, no longer suitable for its original purpose, but usable for some othet purpose
shall be priced on a basis commensurate with its use. Operator may dispose of Condition D Material
under procedures notmally used by Operator without prior approval of Non-Opetatots.

(@ Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line
pipe of comparable size and weight. Used casing, tubing or drill pipe utilized as line pipe
shall be priced at used line pipe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g.
power oil lines, shall be priced under normal pricing procedures for casing, tubing, or dnll
pipe. Upset tubular goods shall be priced on a non upset basis.

(3) Condition E

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Matetial under
ptocedutes normally utilized by Operator without prior approval of Non-Operatots.

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material is
not equivalent to that which would justify a price as provided above may be specially priced as agreed to by the
Parties. Such price should result in the Joint Account being charged with the value of the service rendered by
such Material.

E. Pricing Conditions

1 Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢)
per hundred weight on all tubular goods movements, in lieu of actual loading or unloading costs
sustained at the stocking point. The above rate shall be adjusted as of the first day of April each year
following January 1, 1985 by the same percentage increase ot decrease used to adjust overhead rates in
Section I1I, Paragraph 1.A.(3). Each year, the rate calculated shall be rounded to the nearest cent and
shall be the rate in effect until the first day of Aptil next year. Such rate shall be published each yeat
by the Council of Petroleum Accountants Societies.

2 Material involving erection costs shall be charged at applicable percentage of the currently knocked-
down ptice of new Material.

PREMIUM PRICES

Whenever Material is not readily obtainable at published or listed prices because of national emergencies,
sttikes or other unusual causes over which the Operator has no control, the Operator may charge the Joint
Account for the required Material at the Opetator's actual cost incurred in providing such Material, in making it
suitable for use, and in moving it to the Joint Property; provided notice in writing is furnished to Non-
Operators of the proposed charge prior to billing Non-Operators for such Material. Each Non-Operator shall
have the right, by so electing and notifying Operator within ten days after receiving notice from Operatot, to
furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.
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WARRANTY OF MATERIAL FURNISHED BY OPERATOR

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to
the Joint Account until adjustment has been received by Operator from the manufacturers ot their agents.

V. INVENTORIES.

The Operator shall maintain detailed records of Controllable Material.

1.

PERIODIC INVENTORIES, NOTICE AND REPRESENTATION

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Matetial.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any
inventory is to begin so that Non-Operators may be tepresented when any inventory is taken. Failure of Non-
Operators to be represented at an inventory shall bind Non-Operators to accept the inventoty taken by
Operator.

RECONCILIATION AND ADJUSTMENT OF INVENTORIES

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within
six months following the taking of the inventory. Inventoty adjustments shall be made by Operator to the Joint
Account for overages and shortages, but, Operator shall be held accountable only for shottages due to lack of
reasonable diligence.

SPECIAL INVENTORIES

Special inventories may be taken whenever there is any sale, change of intetest, or change of Operator in the
Jomt Property. It shall be the duty of the party selling to notify all other Parties as quickly as possible after the
transfer of interest takes place. In such cases, both the seller and the purchaser shall be governed by such
inventory. In cases involving a change of Operator, all Parties shall be governed by such inventory.

EXPENSE OF CONDUCTING INVENTORIES

A The expense of conducting periodic inventories shall not be charged to the Joint Account unless
agreed to by the Parties.

B. The expense of conducting special inventories shall be chatged to the Parties requesting such
inventories, except inventoties required due to change of Operator shall be charged to the Joint
Account.

VI. OTHER

The provisions of Section IV.1 notwithstanding, if payment by any party hereto of its share of matetial purchased by
Operator for Joint Operations is not received by Operator within the time set by the supplier of such matetial for the
Operator to pay for and earn a discount on such material, then such patty shall not be entitled to shate in any discount
earned by the Operator’s prompt payment of the cost of such material.



Exhibit F
Insurance Provisions

Operator shall carry insurance in no less than the following amounts to cover its operations under
the terms of this Agreement:

A. Worker’s Compensation and Employer’s Liability Insurance meeting the statutory
requirements of the State of New Mexico

B. General Liability Insurance with combined single limits not less than $1,000,000
for property damage and bodily injury.

C. Umbrella Liability Insurance with limits not less than $5,000,000.

D. Automobile Liability Insurance for owned, non-owned, and hired vehicles with
combined single limits not less than $1,000,000 for property damage and bodily injury.

E. Operator’s Cost of Control and Extra Expenses with limits not less than $5,000,000
for drilling wells and limits not less than $3,000,000 for producing wells.

F. Pollution Liability Insurance with limited of not less than $1,000,000 per incident.

All insurance coverage required above shall be carried at the joint unit expense. However,
premiums for automobile, worker’s compensation and employer’s liability shall not be charged
directly to the joint interest, but shall be covered by per diem charges assessed for the use of
personnel and vehicles employed on the joint property.

The Unit Operator may call additional insurance as may be specified in an Authorization for
Expenditure (AFE) issued for an operation conducted pursuant to the terms of this Agreement.

In the event each Non-Operator has not been automatically included in the definition as an
“insured” in the General Liability Insurance Policy, the Auto Liability Policy and the Umbrella /
Excess Liability policy(ies), each of these policies shall name the Non-Operators as Additional
Insureds and contain a waiver of subrogation with respect to Non-Operators. It is understood that
should the insured or additional insured endorsement(s) contained in any of the policies included
in this Exhibit purport to limit the non-operator coverage to any minimum limits or coverage
amounts required by written contract, it is agreed that the minimum limits and or coverage required
under this Exhibit shall automatically be amended to conform to the maximum limits and coverage
of Operator’s insurance policies.

Unit Operating Agreement — Knowles Garrett Unit Page 19 of 19
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TO INJECT

MURPHY #
Form C-108

Texland Petroleum-Hobbs, LLC
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X
Submitted by: Texland Petroleum-Hobbs, L.L.C.
Hearing Date: March 05, 2020

Case No. 21130
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STATE OF NEW MEXICO Oil Conservation Division FORM C-108

ENERGY, MINERALS AND NATURAL 1220 South St. Francis Dr. Revised June 10, 2003
RESOURCES DEPARTMENT Santa Fe, New Mexico 87505
APPLICATION FOR AUTHORIZATION TO INJECT
L. PURPOSE: v Secondary Recovery Pressure Maintenance Disposal Storage
Application qualifies for administrative approval?  Yes ¥ No
IL. OPERATOR: TEXLAND PETROLEUM-HOBBS, LLC
ADDRESS: 777 MAIN STREET SUITE 3200, FORT WORTH, TX 76102
CONTACT PARTY: VICKIE SMITH PHONE: 575-433-8395
I11. WELL DATA: Complete the data required on the reverse side of this form for each well proposed for injection.

Additional sheets may be attached if necessary.

Iv. Is this an expansion of an existing project? Yes v No
If yes, give the Division order number authorizing the project:

V. Attach a map that identifies all wells and leases within two miles of any proposed injection well with a one-half mile radius circle
drawn around each proposed injection well. This circle identifies the well's area of review.

VI.  Attach a tabulation of data on all wells of public record within the area of review which penetrate the proposed injection zone.
Such data shall include a description of each well's type, construction, date drilled, location, depth, record of completion, and a
schematic of any plugged well illustrating all plugging detail.

VIL Attach data on the proposed operation, including:

Proposed average and maximum daily rate and volume of fluids to be injected;

Whether the system is open or closed;

Proposed average and maximum injection pressure;

Sources and an appropriate analysis of injection fluid and compatibility with the receiving formation if other than reinjected

produced water; and,

5. Ifinjection is for disposal purposes into a zone not productive of oil or gas at or within one mile of the proposed well, attach a
chemical analysis of the disposal zone formation water (may be measured or inferred from existing literature, studies, nearby
wells, etc.).

*VIII. Attach appropriate geologic data on the injection zone including appropriate lithologic detail, geologic name, thickness, and depth.
Give the geologic name, and depth to bottom of all underground sources of drinking water (aquifers containing waters with total
dissolved solids concentrations of 10,000 mg/1 or less) overlying the proposed injection zone as well as any such sources known to
be immediately underlying the injection interval.

b L

IX. Describe the proposed stimulation program, if any.
*X. Attach appropriate logging and test data on the well. (If well logs have been filed with the Division, they need not be
resubmitted).

*XI. Attach a chemical analysis of fresh water from two or more fresh water wells (if available and producing) within one mile of any
injection or disposal well showing location of wells and dates samples were taken.

XII.  Applicants for disposal wells must make an affirmative statement that they have examined available geologic and engineering
data and find no evidence of open faults or any other hydrologic connection between the disposal zone and any underground
sources of drinking water.

XIII.  Applicants must complete the "Proof of Notice" section on the reverse side of this form.

XIV. Certification: I hereby certify that the information submitted with this application is true and correct to the best of my knowledge
and belief.

NAME: TITLE:

SIGNATURE: DATE:

E-MAIL ADDRESS:
& If the information required under Sections VI, VIII, X, and XI above has been previously submitted, it need not be resubmitted.
Please show the date and circumstances of the earlier submittal:

DISTRIBUTION: Original and one copy to Santa Fe with one copy to the appropriate District Office
Page | 3



Side 2

I11. WELL DATA

A.  The following well data must be submitted for each injection well covered by this application. The data must be both in tabular
and schematic form and shall include:

(1) Lease name; Well No.; Location by Section, Township and Range; and footage location within the section.

(2) Each casing string used with its size, setting depth, sacks of cement used, hole size, top of cement, and how such top was
determined.

(3) A description of the tubing to be used including its size, lining material, and setting depth.
(4) The name, model, and setting depth of the packer used or a description of any other seal system or assembly used.

Division District Offices have supplies of Well Data Sheets which may be used or which may be used as models for this purpose.
Applicants for several identical wells may submit a "typical data sheet" rather than submitting the data for each well.

B. The following must be submitted for each injection well covered by this application. All items must be addressed for the initial
well. Responses for additional wells need be shown only when different. Information shown on schematics need not be repeated.

(1) The name of the injection formation and, if applicable, the field or pool name.
(2) The injection interval and whether it is perforated or open-hole.
(3) State if the well was drilled for injection or, if not, the original purpose of the well.

(4) Give the depths of any other perforated intervals and detail on the sacks of cement or bridge plugs used to seal off such
perforations.

(5) Give the depth to and the name of the next higher and next lower oil or gas zone in the area of the well, if any.
XIV. PROOF OF NOTICE

All applicants must furnish proof that a copy of the application has been furnished, by certified or registered mail, to the owner of
the surface of the land on which the well is to be located and to each leasehold operator within one-half mile of the well location.

Where an application is subject to administrative approval, a proof of publication must be submitted. Such proof shall consist of a
copy of the legal advertisement which was published in the county in which the well is located. The contents of such
advertisement must include:

(1) The name, address, phone number, and contact party for the applicant;

(2) The intended purpose of the injection well; with the exact location of single wells or the Section,
Township, and Range location of multiple wells;

(3) The formation name and depth with expected maximum injection rates and pressures; and,

(4) A notation that interested parties must file objections or requests for hearing with the Oil Conservation Division, 1220 South
St. Francis Dr., Santa Fe, New Mexico 87505, within 15 days.

NO ACTION WILL BE TAKEN ON THE APPLICATION UNTIL PROPER PROOF OF NOTICE HAS BEEN
SUBMITTED.

NOTICE: Surface owners or offset operators must file any objections or requests for hearing of administrative applications within 15 days
from the date this application was mailed to them.

Page | 4
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B. Section III
i. Murphy #1 Wellbore Schematics

Figure 1: Murphy #1 Current Wellbore Schematic

Murphy #1 APL  30-025-37372
Current Wellbore Schematic KB: 3,755 ft
GL: 3,745 ft
z 10 (AGL)
Location: 1705' FNL & 2220' FEL Sect. 30, Township 16S, Range 38E
Field Name: Garretl, Drinkard
Hole Size: 17-1/2" 13-3/8"48# STC H-40 Casing set at 388"
Cemented with 440 sacks | Tublng Detail
Circulated cmt to surface Joints Proposed Tubing Detail Len Depth
KB - Valve 1 11
259 2-7/8" J55 6.5# EUE Tbg 8061.16 807215
2-7/8"x5-1/2" TAC 2.8 807495
2-7/8" J55 6.5# EUE Tbg 218.85 82939
2-7/8" J55 6.5# EUE Tbg TK 99 IPC 32.3 8326.2
2-7/8" SN 1.1 8327.3
2-7/8" Perfd OFMA 15 8342 3
Count Rod Detall _ Length
11 1/4" X7/8" PRwW 11/2" X12' Liner 22
17/8"97Rod Sub 4 4
105 7/8" 97 Sleel Rods w/ FH-T CPLGS 2625
227 3/4" 97 Stesl Rods w/ FH-T CPLGS 5675
1 On/ Off tool 1
1 1" Lift Sub 1
121/2" X1 1/4" RHBC HVR 2 stage Pump 20
1 1" Strainer nipple 1
8-5/8" 24/32# J55 STC & N80 Casing set at 4480

Hole Size: 12-1/4" hole i Cemented with 1280 sacks
Circulated cmt to surface

EOT @ 8342
- — /

s Perforatians in injection formation (Drinkard):

s 8212-8362' (51 holes)

— |
CICR @ 8400' w 5' of cmt on top
Squeezed perforations 8432-8451' on 10/6/2005 w 34 sx

PBTD @ 8395’ 5-1/2" 17# N80 LTC Casing set at 8,746
Hole Size: 7-7/8" Cemented with 890 sacks
TO: 8746' TOC Calculated at 2,750'

9/17/2019
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Figure 2 Murphy #1 Proposed wellbore schematic

Murphy #1 APL  30-025-37372
Proposed Wellbore Schematic KB: 3,755 ft
GL 3745 ft
z 10 (AGL)

Localion: 1705' FNL & 2220' FEL Sect. 30, Township 16S, Range 38E
Field Neme: Garrett, Drinkard

Hole Size: 17-1/2" 13-3/8"48# STC H-40 Casing set at 388"
Cemented with 440 sacks
Circulated cmt to surface

261 2-3/8" 4.7# TK-70 L8O 809522 B103.22
T-2 OfF tool w 1.5F SS Profile Nipple 1,78 8105
2-3/18"x5-1/12" Arowset 1X packer (IPC/EPC) 7 a112
Fiberp! sub 4 8116

8-5/8" 24/32# J55 STC & N8O Casing set at 4480
Hole Size: 12-1/4" hole. . Cemented with 1280 sacks
Circulated cmt 1o surface

== 5-1/2" AS1X Packer Set al +8112'

8212-8362' (51 holes)

: Perforalions in Injection formation (Drinkard).
-
-

CICR @ 8400' w 5' of cmt on top
Squeezed perforations 8432-8451' on 10/6/2005 w 34 sx

PBTD @ 8395’ 5-1/2" 17# N80 LTC Casing set at 8,746’
Hole Size: 7-7/8" Cemented with 880 sacks
TO: 8745 TOC Calculated at 2,750

9/17/2019
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i. P& A Wellbore Schematics within Area of Review
Figure 5: Garrett #1 Wellbore Schematic

Hole Size: 17-1/2"

Hole Size: 12-1/4™ hole!

TD: 13,184' (MD)
TD: 12,717' (TVD)
Hole Size: 7-7/8"

>~
N

Garrett #001 API:|30-02541497
Current Wellbore Schematic Operator:|Primero Operating Inc.
Record of Completion:|Dry Hole
Cement plug surface-60' (40 Status:|P&A
sx) Spud Date:|1/3/2004

GL: [3746

Surface Location:|Section 30, Township 16S, Range 38E

Cement plug f/ 350450’ (35 sx Ci C)

Cement plug f/ 2,035-2,210' (50 sx ClI C, tagged)

l 13-3/8" casing 54.5/61# J55 set at 2160'

Cemented with 1890 sacks
Circulated cmt to surface

Cement plug 3895-4100' (50 sx, tagged, 6/14/1985)

Cement plug f/ 4,885-5,060' (50 sx Cl C, tagged)

9-5/8" 40/43.5# Casing setat 5011'
Cemented with 1500 sacks
Circulated cmt to surface

Cement plug f/ 6,460-6,560' (35 sx Cl H)

Directional KOP: 6961', bottom hole location is 945' S & 5' W of surface location.

Cement plug ¥ 8,875-8,975' (35 sx Cl H)

Cement plug f/ 11,314-11,414' (25 sx CI H)

Cement plug ¥/ 13,038-13,128 (35 sx Cl H)

o —— —— e — ——
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Figure 6: ML Bargeley #1 Wellbore Schematic

Hole Size: 12"

TD: 13,306'
Hole Size: 7-7/8"

Hole Size: 12-1/4" hole i}

Cut 4-1/2" Casing @ 6,096' —

ML Bargsley #1 API:
Current Wellbore Schematic Operator:
Record of Completion:

Cement plug surface-140' (50 Status:

sx CI C) Spud Date:

Location:

GL:

30-025-20383

Gulf oil Corporation

Dry Hole

P&A

7/24/1963

Section 29, Township 16S, Range 38E

13-3/8" 48# H40 STC set at 340'
Cemented with 310 sacks
Circulated cmt to surface

9-5/8" 36# J55 Casing set at 5099’
i Cemented with 1,535 sacks, DV tool at 3100'
TOC @ 20' (Temp suney)
e Cement plug f/ 5030-5138' (50 sx)

Cement plug f/ 6,003-6,117' (50 sx)

v

CIBP set @ 8,449' w/ 5 sx cement on top

8,504-8,757'

TOC 7,245' (Temp survey 10/23/1963)
Cement plug f/ 12,124-12,250' (50 sx)

Cement plug / 13,040-13,150' (50 sx)

Cement plug f/ 13,184-13,306' (50 sx)

EE 11,652-11,842
5-1/2" 17# J55/N80 Casing set at 12,027"
. . Cemented with 575 sacks

——— T ——— v — ——
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Figure 7: Yadon #1 Wellbore Schematic

Yadon #1 API:

Record of Completion:

Hole Size:; 17-1/2"

Cut 8-5/8" Casing @ 1000™ |

Hole Size: 11" hole.

TD: 8,650’
Hole Size: 7-7/8"

*Well transferred to Clayton Status:
Hughes for uses as a water Spud Date:

supply well. Location:
GL:

30-025-24885

Current Wellbore Schematic Operator:|Michaelson Producing Co

Dry Hole
P&A
11/4/1974

Section 29, Township 16S, Range 38E

3739

Cement plug f/ 350-450' (100 sx)
12" 424 casing set at 400'
Cemented with 400 sacks
Circulated cmt to surface

Cement plug ¥ 1055' (65 sx CI C)

/Cement plug #/ 4450-4550' (200 sx Cl C, tagged)

8-5/8" 24/28/32# Casing set at 4500'
|l Cemented with 375 sacks
TOC Unknown

Cement plug f/ 6,055-6,500' (70 sx CI C, tagged)

Cement plug f/ 6350-6450

Cement plug 8100-8200' (35 sx)

Cement plug 8550-8650' (35 sx)

—— - — v — _—

Page | 14



Figure 8: Austin Cook #1 Wellbore Schematic

Austin Cook #1 API:|30-025-07284
Current Wellbore Schematic Operator:|Gulf Oil Corporation
Record of Completion:|San Andres
Status:|P&A
Cement plug surface-50' Spud Date:|4/9/1960
Location:|Section 29, Township 16S, Range 38E
GL:
Hole Size: 17-1/2" 13-3/8" 48# H-40 casing set at 349'
Cemented with 425 sacks

Circulated cmt to surface

Cement plug 935-1035'
Cut 9-5/8" Casing @ 985—1

> [y Cement plug at 2624-2724'
Cut 9-5/8" Casing @ 2674"

*could not pull

/Cement plug f/ 5030-5130'

9-5/8" 36/40# Casing set at 5070'
Hole Size: 12-1/4" hole. . Cemented with 1025 sacks
Unknown cmt top

Cement plug (top at 5375, not clear on bottom of plug)

Cement plug f/ 5700-5800" (45 sx)

Cement plug f/ 7884-7984' (43 sx)

Cement plug f/ 8721-8821' (42 sx)

TD: 9,100
Hole Size: 7-7/8"
Cement plug  9000-9100' (30 sx)

Page | 15



Figure 9: Mary Lou Bargeley #1 Wellbore Schematic

Mary Lou Bargalay #1 API:|30-025-07068
Current Wellbore Schematic Operator:|Gulf Oil Corporation
Record of Completion:|Dry Hole
Cement plug 0-50' (12 sx) Status:|P&A

Spud Date:|8/13/1960
Location:|Section 30, Township 16S, Range 38E
GL: |3755'

Hole Size: 12-1/4" W 8-5/8" 24# J55 STC set at 314"
Cemented with 190 sacks
Circulated cmt to surface

Cement plug 250-350' (38 sx)

Cement plug 2150-2250" (52 sx)

Hole Size: 12-1/4" hale

Cement plug f/ 2900-3000'

Cement Plug 4900-5000' (30 sx)

TD: 5800’
Hole Size: 7-7/8"

Cement Plug 5700-5800' (23 sx)

Page | 16
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Figure 10: Lazarus ARV #1 Wellbore Schematic

Lazarus ARV #1

Current Wellbore Schematic

16" Conductor set at 40'
Cement plug at surface (10 sx
CIC)

API:
Operator:

Record of Completion:

Status:
Spud Date:
Location:
GL:

30-025-34159

EOG Resources

Dry Hole

P&A

10/17/1997

Section 30, Township 16S, Range 38E
3742

11-3/4" 42# H-40 set at 480’
Cemented with 400 sacks
\Circulated cmt to surface

Hole Size: 14-3/4" \

Cement plug at 410" (30 sx CI C)

Cement plug at 2250' (30 sx CI C)

Cement plug f/ 4325-4550"' (60 sx CI C)

Hole Size: 11" hole | Wl 85/ 32# Mav 80/32# J55 set at 4500
Cemented with 1562 sacks

Circulated cmt to surface

Cement Plug at 6500' (30 sx CI C)

TD: 8800'

Hole Size: 7-7/8" Cement Plug 8520-8670' (65 sx Cl H)

Page | 17




Figure 11: Bargsley #1 Wellbore Schematic

30-025-23908

Green & Michaelson producing Co.
Dry Hole

P&A

10/22/1971

Section 25, Township 16S, Range 37E
3757

Bargsley #1 API:
Current Wellbore Schematic Operator:
Record of Completion:
Status:
Cement plug at surface-12' (10 Spud Date:
sX) Location:
GL:
Hole Size: 15" 11-3/4" 42# set at 405'

B

TOC Unknown

TD: 8700'

Cemented with 325 sacks
Circulated cmt to surface

Cement plug at 335-415' (25 sx)

- Cut & pulled 8-5/8" casing at 1700'
Cement plug at 1720-1630' (25 sx)

Cement plug f/ 4600-4700' (25 sx)

Hole Size: 11" hole. . 8-5/" 24/32# set at 4735'
Cemented w/ 375 sx CI H

Cement Plug at 6300-6400' (25 sx)

Hole Size: 7-7/8" Cement Plug 8600-8700' (25 sx)

——— o ——— o —— =
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Figure 12: Bullis 20 #1 Wellbore Schematic

Location:|Section 20, Township 16S, Range 38E

Bullis 20 #1 API:|30-025-25303
Current Wellbore Schematic Operator:|RL Bumns Corp
Record of Completion:|Drinkard
Cement plug surface-60' (30 sx Status:|P&A
CiC) Spud Date:|8/1/1976
GL: |3725.2'
Cement plug f/ 347-742' (300 sx CI C, tagged)
Hole Size: 17-1/2" 13-3/8" 48# H40 casing set at 401"
Cemented with 450 sacks

Circulated cmt to surface

T d
Cut 8-5/8" Casing @ 742'—|

Cement plug # 2000-2100' (35 sx CI C)

/Cemenl plug f/ 4740-5080' (200 sx Cl C, tagged)

8-5/8" 32# J55 STC Casing set at 4980'
Hole Size: 11" hole‘ Jl Cemented with 1,675 sacks

TOC @ 910'

Cement plug / 6,055-6,500' (70 sx CI C, tagged)
Cut 5-1/2" Casing @ 6,203 — "

CIBP 7,500' w 35' cement

CIBP 7,930' w 35' cement

Perf Drinkard 7,959-8,311'

!
131
iy
AL

TD: 8,705'
Hole Size: 7-7/8" 5-1/2" 15.5/17# Casing set at 8647"
Cemented with 450 sacks
TOC Unknown

|

—— - — ——
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Figure 13: Winn Federal #1 Wellbore Schematic

Winn Federal #1

Current Wellbore Schematic

e —

Hole Size: 17-1/2"

Cut 8-5/8" casing at 795'
on 10/16/1973

Hole Size: 11" holei} il

TD: 12,133
Hole Size: 7-7/8"

Cement plug surface-60' (26 sx
CI C, 1/3/1990)

API:

Operator:
Record of Completion:

Status:

Spud Date:
Location:

GL:

30-025-23954

Manzano oil Corporation
Drinkard

P&A

11/22/1971

3725'

Section 29, Township 15S, Range 38E

11-3/4" 424 casing set at 400'
Cemented with 350 sacks

\ Circulated cmt to surface

Cement plug f/ 346-446' (51 sx CI C, 1/3/1990)

Cement plug #/ 690-852' (80 sx Cl C, 1/3/1890)

Cement plug f/ 4165-4535' (75 sx CI C, 1/30/1995)

8-5/8" 32# & 24# STC Casing set at 4504’

Cemented with 376 sacks
TOC unknown

Cement plug / 5,000-5,100" (30 sx, 10/2/1973)

Cement plug / 6,500-6,600' (30 sx, 10/2/1973)

Cement plug / 8,190-8,350" (30 sx, 10/2/1973)

Cement plug / 8,400-8,500 (30 sx, 10/2/1973)

Cement plug f/ 9,600-9,700' (30 sx, 10/2/1973)

Cement plug ¥/ 11,000-11,200 (30 sx, 10/2/1973)

—— = — ——
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Figure 14: H.T. Wolfe #1 Wellbore Schematic

H.T. Wolfe #1 API:[30-025-20469
Current Wellbore Schematic Operator:| Sam Boren & Major & Global Oils
Record of Completion:|Dry Hole
Status:|P&A
Cement plug at surface (10 sx) Spud Date:|6/30/1963
Location:|Section 20, Township 16S, Range 38E
GL: |3740
Hole Size: 13-3/8" 10-3/4" 32.75# set at 436"
Cemented with 450 sacks

Circulated cmt to surface
Cement plug at 360-415' (25 sx)

- Cut & pulled 7-5/8" casing at 1300'
Cement plug at 1245-1300" (25 sx)

L3

Cement plug f/ 4150-4300' (25 sx)

Hole Size: 9" hote. . 7-5/8" 24/26.43# set at 4300'
Cemented w/ 450
TOC Unknown

Cement Plug at 6235-6385' (25 sx)

Cement Plug at 7767-7917' (25 sx)

TD: 8728
Hole Size: Cement Plug 8578-8728' (25 sx)
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E. Section VII: Proposed Operation

1. Proposed average and maximum daily rate and volume of fluids to be injected;
a. Proposed average daily rate: 300 bpd per proposed injection well
b. Proposed Maximum daily rate: 750 bpd per proposed injection well
c. Proposed maximum volume to be injected: 650 Mbbls (total)

2. Whether the system is open or closed;
a. The system is closed

3. Proposed average and maximum injection pressure;
a. Murphy #1 Average injection pressure: 1,500 psig
b. Murphy #1 Maximum injection pressure: 1,642 psig

4. Sources and an appropriate analysis of injection fluid and compatibility with the receiving formation if
other than reinjected produced water; and,
a. Texland plans on utilizing the White #1 as a San Andres WSW. The well is located 1-1/2 miles
SW of planned waterflood project.
b. Section VII Figure 15 is a Drinkard produced water analysis from the Stovall #1 (API: 30-025-
37584)
¢. Section VII Figure 16 is a San Andres water analysis from the Sinai #1 (42-165-38727) located
in Texas. This sample was utilized due to not having any San Andres production near the
proposed unit to gather a sample from.
d. Section VII Figure 17 is a compatibility analysis between the San Andres and Drinkard
produced water. A chemical program will be utilized to managed scale precipitation.

5. If injection is for disposal purposes into a zone not productive of oil or gas at or within one mile of the
proposed well, attach a chemical analysis of the disposal zone formation water (may be measured or
inferred from existing literature, studies, nearby wells, etc.)

a. The proposed injection well is not for disposal.
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Figure 15: Stovall #1-Drinkard produced water analysis

CATALYST

Oilfield Services

Caralyst Olfield Senvices
11999 E Hwy 158
Gardendale, IX “9758
(432) 563-0727

Fax: (432) 224-1038

Water Analysis Report
Customer: Texiand Petroleum Sample # 106050
Area: Permian Basin Analysis ID #: 98831
Lease: Stovall :
Location: 1 0
Sample Point: Wellhead
$ampling Date: 10¢17201¢ | Anions mg/! meq/t | cations mg/l meqg/l ‘
Analysis Dats 10712019 | chtoride: 57309.8 1616.5 | Sodium: 28690.0 1247.94
Analyst: Catalyst | gicarbonate: 24.4 0.4 | Magnesium: 1098.0 90.33
DS (mgn 3) 05204.8 Carbonate: Calcium: 5693.0 284.08
m org/mJd).
: ( o'nln‘:l' 1 pe7 | Sulfate: 1280.0 26.65 | Potassium: 800.7 20.48 |
g ' Borate*: 2320 1.47 | Strontium: 165.1 3.77 |
Phosphate* Barium: 186 0.02
H o Sulfid 7 fron: 01 0.
I N Sul [N 1
Yeg *Calculated based on measured Manganese: 0.148 0.01 |
Carbon Dioxde: 70 elemental boron and phosphorus.
pH at time of sampling 0.2
Comments: )
pH at ime of analysis:
pH used in Calculation: 6.2
Conductivity (micro-mhos/cm): 121475
Temperature @ lab conditions (F): 75 Resistivity (ohm meter): 0823
Values Calculated at the Given Conditions - Amounts of Scale in Ib/1000 bbil
. Calcite Gypsum Anhydrite Celestite Barite
em) x
p CaCO3 CasSO 42I-5 0 CasoO 4 SrSO4 BaSO 4
°F Index  Amount Index  Amount Index  Amount index  Amount index  Amount
80 -1.02 0.00 -0.12 0.00 0.54 0.00 0.13 20.17 122 008
100 0.62 0.00 018 0.00 0.12 0.00 0.12 2420 1.04 0.06
120 082 0.00 -0.19 0.00 007 0.00 012 24 .20 0.80 0.64
140 0.7 0.00 -0.21 0.00 0.00 0.00 0.12 26.17 0.7% 0.64
160 060 0.00 0.23 0.00 0.00 104.38 0.14 20.37 0.04 064 |
180 D48 0.00 -0.22 0.00 0.10 205.57 017 3320 0.55 064 |
200 036 0.06 -0.24 0.00 0.2¢ 204.04 0.10 a7.67 0.47 0.04 ]
220 024 0.00 -0.24 0.00 0.44 360.00 022 42.13 0.42 0.64 |
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Figure 16: Sinai #1: San Andres Water Analysis

CATALYST

Oilfield Services

Catalyst Olfield Services
11999 E Hwy 158
Gosdendale, IX 79758
(432) 5630727

Fax: (432) 224-1038

Water Analysis Report
ustomer: Texand Petroleum Sample #. 106049
\rea: Permian Basin Analysis ID #: 96830
-ease: Sinai
-ocation: 1 0
3ample Point: Wellhead
Sampling Date: 16/1/2019 | Anions mg/ meq/l | Cations mgi meg/!
Analysis Date: 1072019 | cpioride: 17102.0 482.39 | Sodium: 9314.0 405.14
Analyst: Catalyst | picarbonate: 585.0 9.59 | Magnesium: 519.1 427
c ate: Calcium: 1737.0 86.68
TDS (mgil or g/m3): 320190 | C3rDONate -
Sulfate: 2400.0 4997 | Potassium: 280.0 7.18
Density (g/cm3): 1.022
Borate®: 43.5 0.27 | Strontium: 364 0.83
Phosphate* Barium: 14 0.02
Iron: 0.1 0.
Hydrogen Sulfide: 1328
*Calculated based on measured Manganese: 0.056 0.
Carbon Dioxide. 130 elemental boron and phosphorus.
pH al ime of sampting: 078
Comments: )
pH at ime of analysis:
pH used in Calculation: 6.78
Conductivity (micro-mhos/cm): 43826
Temperature @ lab conditions (F): 75 Resistivity (ohm meter): 2282
Values Calculated at the Given Conditions - Amounts of Scale in Ib/1000 bbl
" Calcite Gypsum Anhydrite Celestite Barite
e .
mp C.':CO3 CaSo ‘Zl-b 0 CasoO, SrSO4 BasoO 4
°F Index  Amount Index  Amount index Amoumt Index  Amount Index  Amount
20 0.54 47.83 -0.02 0.00 0.08 0.00 0.00 3.40 1.77 088
100 0.65 57.72 -0.05 0.00 0.04 0.00 0.08 3.40 1.61 0.6e
120 0.77 67.01 -0.08 0.00 0.03 82.13 0.07 407 148 068
140 0.89 78.43 -0.08 0.00 0.12 219.67 0.10 §.00 1.30 068
160 102 86.62 -0.05 0.00 0.23 380.05 013 0.45 1.27 068
180 1.14 98.46 004 0.00 030 534.07 0.18 8.15 120 0es
200 1.27 107.03 -0.02 0.00 0.49 670.56 0.20 9.51 1.14 0.60
220 1.41 116,12 -0.01 0.00 0.64 787.02 0.24 11.20 1.10 068

—— e — -
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Figure 17: San Andres & Drinkard Water Compatibility

San Andres & Drinkard Water Compatibility
0.8 70

Scaling Index
Scale Amount (#/1000 BBL)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

% San Andres

CaCO3 (Calcite) - Sol Pre-scaling index

SrSO4 (Celestine) - Sol Pre-scaling index

CaS04.2H20 (Gypsum) Pre-scaling index == == == CaCO3 (Calcite) - Solid
== == «= SrSO4 (Celestine) - Solid

F. Section VIII: Geologic Data

a. Geologic Name of Injection Zone
i. Drinkard Formation

b. Geologic Description
i. Injection will be into the Permian Drinkard formation. The proposed injection invterval is
from 8100-8450°. These units are composed of Dolomite with a gross thickness of about
350°. The reservoir units were deposited as complex shoals near the Drinkard shelf margin.
These units are dominated by packstones with mostly vuggy porosity. Porosity in the
reservoir ranges from 2% to as much as 12%.

c. Fresh Water Sources
i. Fresh water production in this area is from the Tertiary Ogallala aquifer. The productive
interval is from 50° to 150°. Other possible, but currently unused water sources, are the
Triassic Santa Rosa from 280’ to the top of the Permian Rustler Formation at 2075°. No
other fresh water sources overlie the injection interval.
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G.Section IX: Proposed Stimulation
a. At this time, Texland does not have any stimulations planned. If scale deposition is encountered
when converting the well to an injection well, a small acid stimulation will be pumped.

H.Section X: Logging and Test Data
a. The log and test data have already been filed with the Division for the Murphy #1.

I. Section XI: Offset Fresh Water Chemical Analysis
a. Section XI Figure 18 is a chemical analysis from a fresh water well (Stovall WW) utilized for
agriculture production located .15 miles south of the Murphy #1. Section XI Figure 19 is a
chemical analysis from the 2" fresh water well (Shelton WW) that is located .7 miles east of the

Murphy #1.
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Figure 18: Stovall WW Fresh Water Analysis

(‘CAF\’DINAL

I—abo rato r-'eg PHONR (S75) 293-2126 * 101 €. MARLAND * HOBES, A B8240
Analytical Results For:
TEXLAND PETROLELUM Profect: WATER SAMPLES Reportad:
P. 02, BUX 3446 Project Number: STOUVALL [ SHELTON 0g-Det-18 16:23
HOBBS NM, 88241 Project Manager: RONNIE MC CRACKEN
Feoc To: (432) 5964235

STOVALL WW
HO03355-01 (Water)
Azalyts Resalt MDL ’Tﬁf’ Wsits Dilation  Batch Aulbt Amlyzed  Mathed Notes
Cardinal Laboratories
Inorganic Compounuds
Alkalinity, Bicarbonate 278 2.0 myl i 9092417 AC 020ct=19 330.8
Alkalinity, Carbonate <1.00 1.00 mgl 1 9092407 AL 02:Qct-19 0.
Chloride® 68.0 4.00 mpl 1 S100204 AL 020er1p  4500-C3-B
Conductivity* 693 1.00 ullem ! 9100209 AC 2-0er19 130
pH* 1.7 0.140 pH Uitz H 9100209 AC 02-Oer1 1509
Suliale* 120 250 mgl 1% 9100203 AC 03Oer-19 1744
TDS® 503 5.00 mpl i 206107 AL 03-Cct-18 180.1
Alkalinity, Total= 118 4.00 gl H 9092417 AL 03018 301
Green Analyfical Laboratories
Total Recoverable Metals by ICP (£200.7)
Calcinm® 878 0.500 mgl $ BO10035 AES 06-Oct-19  EPA200.7
Aagnetinm® 18.0 0.500 mgl s BO10OSY ARS 08-Oet19  EPA200.7
Potassinm* 216 0.330 5.00 wmpl $ BR1001S AES aBDer-19 EPA200.% ]
Sodinm® 49.4 5.00 syl b Bal0038 AR5 08-Oet-18 EPA200.7
Cardinal Laboratories Y=Accradited Analyte

MUMSE MO LsAZy md Cmmeges  Central MbBy pad chnfs sohube remey fo sey cidm ariang. whalbar bicad
y N Gus weixevw cul ie dered el ol Tel in WY 34 resdved By )
tafubog wilhoa Nniafics, hismes mibrwtion, s o e, o ks of pofls wwTes by Set,

e i himad wgn Wy of thay mbeve cbed Msdid o haatos. Snadby misty oy b Bie aleging eslind sbove.

W

Py
B o BT

Celey D, Keene, Lsb Director/Quality Manager

e

[ Page3ofs |
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Figure 19: Shelton WW Fresh Water Analysis

CARDINAL

i e
_— I—a oratorle_, FHOME (575) 293-2326 * 101 L. MARLAND © HOBUS, MM BEZ40
Analytical Results For:
TEXLAND PETROLEUM Project: WATER SAMPLES Reportad:
P. 03, BOK 3446 Project Number: STOUVALL / SHELTON 09-Cot- 15 18:23
HOEBS MM, B6241 Project Manager: RONNIE MC CRACKEN
Fax To: (432) 5964235
SHELTON WW
H903355-02 (Waker)
Asatys - ok LSS e fiie  Bed.  Ambw  Ased  Mened Notws
Cardinal Laboratories
Inorganic Compounds
Alkalinity, Bicarbonate 16 500 agl I 9002417 AC 02Let-19 LIS
Alkalinity, Carbonate <1.00 1.00 mgl 1 $052437 AL 02Der-18 3101
Chloride* 560 4.00 mpl ] 9100204 AL 020et-19  4500-CHB
Conductivity® 653 1.06 uSien 1 9100209 AC o1Oet-19 130
pH*= 158 0.100 ¥ Unirs 1 9100209 AL 02-Oct-19 1561
Sulfate* 112 250 mgl x5 9100203 AL 03-et-19 1754
DS it 5.00 gl ] 100057 AC 03Oet-19 1604
Alkalindty, Total” by 1] 4.00 mgl H 9092417 AC 02019 308
Green Analytical Laboratories
Total Recoverable Metals by ICP (E200.T)
Caldum* 8.6 0.590 mpl 5 BH1005% ARS 08-Oet-19  EPA200.7
Magnesinm® 168 0.500 mpl ] BO1005% ARG 080ct-19  BPA200.7
Pelassinm* 260 0.33¢ 5.00 mpl b B910¢7¢ AZS Of-Det-19 EPA200.7 b}
Sodinm*® 549 £.00 mpl ] BO1065Y AR5 o8-Oer19  EPA200.7
Cardinal Laboratories *=paccradited Analyte
NOGE BAT:  abMy md Duespel  (Saielh bebiy B3 ity sihate (wemly fu doy M sciang, Wl binad A GarRt o R el be MM D O St e Dy (B e paidel  A) i, ichalig Rom o regigeos v
y e o waoee dul b Al okl s M M g od sl by CEed wilss Y ) S sl cowliis & 0w aashcalis ceveol o et el Cxone A bl fr kel o Gwepmaly denigy
iy WM ANEMRA _uw_.uwmauammwmnM,-—r‘m—mmaarﬂbumcnmmwmq—udm-
Ziavw: I8 hixad mpon @y o S DUV AROA MeMON OF CRREN. Gl mns oAy I B et henilfind sbove. e pemvel of

ET O g T A v
23

Caley D, Keene, Lab Director/Quality Manager

—— v —— —— ——
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J. Section XII: Affirmative Statement for Disposal Wells

Texland Petroleum conducted a hydrogeologic investigation related to the proposed injection
well to determine whether a hydrologic connection between the proposed injection interval and
any sources of underground drinking water, In support of this analysis, I reviewed available
geologie information and engineering data, in addition to confidential und proprietary data sels,

Based on that review and my analysis, I have determined that there is no evidence in the data of

open [aulting or any other hydrologic connection between the injection interval and any
underground sources of drinking water,

MJgAJ Ccb 3 2020
B%M:’L o Daiec -

Vice Prestdent Exploration
Texland Petroleum, L.P,

K. Proof of Notice

14151905 v1
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF TEXLAND PETROLEUM-
HOBBS, L.L.C. FOR APPROVAL OF A
WATERFLOOD UNIT AGREEMENT,
AUTHORIZATION TO INJECT INTO THE
MURPHY #1 WELL FOR PURPOSES OF
WATERFLOOD INJECTION, AND TO
QUALIFY FOR THE RECOVERED OIL TAX
RATE, LEA COUNTY, NEW MEXICO.

CASE NO. 21130
AFFIDAVIT
STATE OF NEW MEXICO )
COUNTY OF SANTA FE ; >
Adam G. Rankin, attorney in fact and authorized representative of Texland Petroleum-
Hobbs, L.I..C., the Applicant herein, being first duly sworn, upon oath, states that the above-

referenced Application has been provided under the notice letters and proof of receipts attached

hereto.

Adam G. Rankin
SUBSCRIBED AND SWORN to before me this 2nd day of March, 2020 by Adam G.

AL

Notary W

Rankin.

My Commission Expires:

Nav. lZ’; 20935 OFFICIAL SEAL
\ N Carla Garcia BEFORE THE OIL CONSERVATION DIVISION
N /' NOTARY PUBLIC - STATE OF NEW MEXICO Santa Fe, New Mexico
Wi '. - Exhibit No. 7
My Commisslon Explrwﬂ" V. ’2j 29 2 'B——-. Submitted by: Texland Petu?oleum-Hobbs, LL.C.

Hearing Date: March 05, 2020
Case No. 21130



HOLLAND&HART. ﬁ pdam G, Rankin

Phone (505) 988-4421
Fax (505) 983-6043
agrankin@hollandhart.com

February 14, 2020

VIA CERTIFIED MAIL
CERTIFIED RECEIPT REQUESTED

TO: AFFECTED PARTIES

Re: Application of Texland Petroleum—Hobbs, L.L.C. for Approval of a
Waterflood Unit Agreement, Authorization to Inject into the Murphy #1 Well,
and to Qualify for the Recovered Oil Tax Rate, Lea County, New Mexico.
Knowles Garrett Waterflood Unit

Ladies & Gentlemen:

This letter is to advise you that Texland Petroleum—Hobbs, L.L.C. has filed the enclosed
application with the New Mexico Oil Conservation Division. A hearing has been requested before
a Division Examiner on March 5, 2020, and the status of the hearing can be monitored through the
Division’s website at http://www.emnrd.state.nm.us/ocd/. Division hearings will commence at
8:15 a.m. in Porter Hall at the Oil Conservation Division’s Santa Fe Offices located at 1220 South
Saint Francis Drive, Santa Fe, New Mexico 87505. You are not required to attend this hearing, but
as an owner of an interest that may be affected by this application, you may appear and present
testimony. Failure to appear at that time and become a party of record will preclude you from
challenging the matter at a later date.

Parties appearing in cases are required by Division Rule 19.15.4.13.B to file a Pre-hearing
Statement four business days in advance of a scheduled hearing. This statement must be filed at
the Division’s Santa Fe office at the above specified address and should include: the names of the
parties and their attorneys; a concise statement of the case; the names of all witnesses the party
will call to testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that are to be resolved prior to the hearing.

If you have any questions about this matter please contact Wilson Woods, at (817) 900-1216 or
wwoods@texpetro.com.

rely

an¢. Rankin
ATTORNEYS FOR TEXLAND PETROLEUM-HOBBS
L.L.C.
T505.988.4421 F505.983.6043
110 North Guadalupe, Suite 1, Santa Fe, NM 87501-1849 ’ég‘f’)ﬁ N ,'\\‘/'svnatjga w::hin o DC
Mail to: P.O. Box 2208, Santa Fe, NM 87504-2208 1daho New Mexico Wyomir?gt o o
L1

www.hollandhart.com
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Price
First-Class Intl 1 $5.36

Large Envelope
{International)
(United Kingdom)
(Weight:0 Lbh 3.60 02}

Registered $
(Amount :$0.00}

Return Receipt
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Raturn Receipt
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(Transaction #:07%)
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(PIN:Not Required)
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Affidavit of Publication I e

ENERGY, MINERALS A?v? Eﬂ‘m‘i‘;"&%ﬂ%ﬁ uspmsri‘lr' ou.
STATE OF NEW MEXICO CONSERVATION DIVISION SANTA FE, NEW MEXICO ., .~

COUNTY OF LEA

e

Tha Stata of New Mexleo, Enargy Minerals and Natural Resources
Oil Consarvation on*) horeby gives nofice that the

hold & public hearing betore a hearing examiner on March s&!m a15um.,
in Portar Hall, 151 Flgor, Wendall Chino Bullding, 1220 South Funch.snﬂl
Fo, Now Maxico, The dockei may bo viewed elecironically on the Division's

1, Daniet Russell, Publisher of the Hobbs wabsite, hiip:/Awviw.emnrd.atato.nm.us/0CDMaarings.himi o oblained from
News-Sun, a newspaper published at :1‘““," ol b cl:ﬂc. ¥ e -!\3‘5-?45: D:m:mgsm m m.%“'!
Hobbs, New Mexico, solemnly swear that pﬂgiﬁpmﬁwm%mmgmmhm i o ‘:ia'ah
the clipping attached hereto was published o enpreie_of Cuhar fomn of esilary ald-ot Serice o ailead.or
in the regular and entire issue of said mhmmnan. Somaat ¥ .mmom - 'Im"m-
458, of al th exico Nitwark, 91779, .
newspaper, and not a supplement thereof Ee:?u::y 24,%312‘0‘3 e/l i g lﬂl‘lllwm
for a period of 1 issue(s). o L
Bavin ﬂnh't' {illo interest
o ) or ¢ -:"Igmnénud case
Beginning with the issue dated and notice to the public.
February 22, 2020 (NOTE: Al land descriptions herein refer to the New Mexica Principal Maridian
and ending with the issue dated wheher or not £o statid,) i
February 22, 2020. To: All averridi ity Interest ownars and pooled parties, Includin
Norris Land alw Cal lhwco.. LLC: Albert W. ]orimrn' « his. hq‘l."!lﬁ.
davigees; Arthur L. Akers, his heirs and devisess; B;nmu.ﬁl htmira &

Elizabe, thair heirs and devisees; Billie Ann Bartiatt Young, hor M?
dovisesn: Boldrick Family Prop LP; CBR Oil Properties LLC; Cocll F.
Aooks & Ruby B. Rooks, their helrs and devisses; Church St. United
Mathodist; Cindy t Lea, hat halrs and dovisees; hat
eira and doviseas; Clyde Lowls Sargaley, blg holrs and dov ; C0G
Jperating LLC: Crlll Pearson (aka Crill Paarson Walson), his hoirs and
joviseos; Guatro Rojos LLC; Dan Shelton, his helrs and i

adon, hia holrs or dovisees; Donald Penn Sandier Rev Tr; Douglas C.
Koch. nie holrs and devisees; Eddy or Eddio Oglesby, hin heirs and
dovisees; Edward F. Hind his helrs and dovisoos; First Ba l'é

<anT

Church/Frankiin; Floyd & Lucy Kisby, thair helrs and devisses:,
Wlisan Estate, his hairs and devisses; G. L. Whitman, hla/ar halra and

dovisess; Gayle Adele Miller, har heirs and devisaes; Geno E. Knlght

Esltnte Trust: George S. Murgny. 1, his helrs and devisees; GFSJA

oz = Minorais LLC, Altn: Megan Stovail; Gilbert Shelton, his helrs and
Gillis Shelton, his heirs and devisees; Harold Shalton, Ji. &

Publisher Martha, thelr halrs and dovisees; Harry Yukon, his helrs nnd devisves;
Howard V., & Beralce L. Kratz, their heirs and dovisoes; Jack Caveft
Shelton, St., his helrs and davisess; Jan S. Johnson, hia/her holre-and

i " 0es; Jana P. Hammitt, hor helrs and devisess; Jeanatto Sho h

Sworn and subscribed to before me this haies and devisoas; Joii S. Manuppetll, his hairs and b B 113

22nd day of February 2020 Faye Lacoste, hor heirs and devisess; Jon D. Shook, his heira and
dovisees; Jose F. & Al thair 3 h

Ima G. K, helrs and 3008,
E. & Twila M. Goodding, their heirs and dovisoes; Joseph W. & 5,
McHride, thelr heirs and devi! Ji h ¥

oyce L. Thomp or ;

= devigess: Konnoth C. Shelby, Jr., his hoirs and deviseas; Kittie Pear|
Brown Estate, Her holrs and devisecs; Laura J. mnmm helrgond
' L AR dovisees; Lowrence C. Brua, his helrs and deviseas; art-Watson
; Family LUG; Lotti Mittoar & Gladys Hart, thelr heirs and dovisses; Martin
Business Manager Madison & Myrtia V., thelr helrs and davisees; Mike Oglesby, his helrs and
davisees: New Mo_ﬂ_un Ol Corporation; Norma J, Barlon, her helrs and
deviseos; Olav Toften, his heirs and devisees; Oliver \'nunwuond.'h!n
heirs and davisees; OXY ¥-1 Company; Patricla A. Murphy Driver, her
heirs and doviseea; Patay Knight Life Estate; Phyllls Trively, her heirs and
davisoos; Ponderosa Royalty LLC: Ramb Vonlures, LLC; Bnrmond K,
Ford, his heies and dovisees; Realeza Dol Spear LP; Rlehard L.

Thompson, his heirs and dovisees: Robert & Maxine Hannlfin Tr;
A. Wiso, his heirs and devisees; Robert Clove Gll‘!irdéhli halrs and

OFFICIAL SEAL

3 CGUSSIE BLACK devisees; Roy G, Barton, Jr., his helra and dovisses; Roy G. Sr.
=y Netary Publie f Opal, thelr helrs and devisces; Sars S. Davls, her heirs and dovisaes;

S stat ot Yy s Shaly Roseus L1 Shollen L S, 2018 ks
i LMy Commisaion Exprm/zwal_dﬁ—g§ } BIgOTSAY Bondle Olan AT OIS A G0230678 )
i, :

Thig TeWsiaporis:dulyausifipic.nublish HOLLAND & HART LLC

legal notices or advertisements within the PO BOX 2208

meaning of Section 3, Chapter 167, Laws of SANTA FE,, NM 87504-2208

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. 8
by: Tenland Petr Hobbs, L.L.C.
Hearing Date: March 05, 2020
Case No, 21130
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BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. 10
Submitted by: Texland Petroleum-Hobbs, L.L.C.
Hearing Date: March 05, 2020
Case No. 21130
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF TEXLAND PETROLEUM-
HOBBS L.L.C. FOR APPROVAL OF A
WATERFLOOD UNIT AGREEMENT,
AUTHORIZATION TO INJECT INTO THE
MURPHY #1 WELL FOR PURPOSES OF
WATERFLOOD INJECTION, AND TO
QUALIFY FOR THE RECOVERED OIL TAX
RATE, LEA COUNTY, NEW MEXICO.

CASE NO.

APPLICATION

Texland Petrolcum-Hobbs L.L.C. (“Texland”) (OGRID No. 113315) through its
undersigned attorneys, hereby files this application with the Oil Conservation Division for an order
approving its proposed waterflood Unit Agreement for purposes of implementing its Knowles
Garrett waterflood project (the “Project”™) within the Drinkard formation. Texland also sceks
authority to convert its Murphy #1 Well to injection within the Drinkard formation, Garrett;
Drinkard Pool, to support the Project and to convert future wells within the Unit Area to injection
administratively. In addition, Texland secks approval to qualify as an enhanced oil recovery project
for the recovered oil tax rate pursuant to the New Mexico Enhanced Oil Recovery Act, NMSA
1978, Sections 7-29A-1 through 7-29A-5, and Division regulations 19.15.6 NMAC. In support,
Texland states as follows:

1. The proposed Unit Area / Project area, depicted in the plat attached as Exhibit A, consists
of the Drinkard formation, Garrett; Drinkard Pool (Pool Code 27130), underlying
approximately 240,00 acres, more or less, of the following State Trust lands situated in Lea

County, New Mexico:

TOWNSHIP 16 SOUTH, RANGE 38 EAST, N.NM.P.M.

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. 13
Submitted by: Texland Petroleum-Hobbs, L.L.C.
Hearing Date: March 05, 2020
Case No. 21130



Koovivod By O D: 22472026 1202108 PAS

Section 30: SE/4 NW/4, S/2 NE/4
Section 29: SE/4 NW/4, E/2 NW/4

2. Texland is the designated operator under the Unit Agreement. The Unit Agreement has
been approved by a sufficient percentage of the interest owners within the proposed Unit
Area to provide effective control of unit operations,

3. The vertical limits of the Unitized Formation to be included within the proposed
Unit Area shall mean that stratigraphic interval constituting a continuous interval
beginning one hundred [ect above the top of the Drinkard formation and continuing
to one hundred feet below the base of the Drinkard formation, more particularly
described as correlative to the interval between 8,145 feet and 8,748 fect beneath
the surface of the ground as shown on the Gamma Ray Compensated Neutron-
Density Log in Yates Petroleum’s Lazarus ARV No. 1 well, located 2,100 feet
from the North line and 990 feet from the East line of Section 30, Township 16
South, Range 38 East, N.M.P.M., l.ea County, New Mexico.

4, Texland has met with the State Land Office and has received preliminary approval
of the waterflood Unit Agreement,

5. The Unit Area is located entirely within the Garrett, Drinkard Pool (Pool Code 27130).

6. Texland seeks authority 1o convert its Murphy #1 Well (API 30-025-37372) to
injection for purposes of conducting a waterflood operation to support a
waterflood project and to convert future wells within the Unit Area / Project area
to injection administratively without the necessity of further hearings pursuant to
19.15.26.8.F.5 NMAC. A copy of Texland’s Form C-108 is attached hereto as

Exhibit B.



7. The Murphy #1 Well is located 1,705 feet from the north line and 2,220 feet
from the east line of Section 30, Township 16 South, Range 38 East, Lea County,
New Mexico. The injection of produced water will occur in the Drinkard
formation, Garrett; Drinkard Pool, within the unitized interval at a depth of
approximately 8,212 feet to 8,451 feet deep. The maximum proposed daily
injection rate will be 750 barrels per day with an average daily injection rate of
300 barrels per day. The average surface injection pressure will be 1,500 psig,
and the maximum surface injection pressure will be 1,642 psig.

8. Notice of this application has been provided to the owners of the surface of the
lands on which the proposed injection well is to be located and to each affected
party within one-half mile of the proposed injection, as required by Division rules.

9. Applicant further requests that the Project be qualified for the recovered oil tax
rate pursuant to the New Mexico Enhanced Oil Recovery Act, NMSA 1978,
Sections 7-29A-1 through 7-29A-5, and Division regulations 19.15.6 NMAC.
Applicant will present production data including graphs, charts and other
supporting data showing the production history and production forecasts from the
Unit Area / Project area at hcaring.

10. Project data includes the following;

a. Number of initial producing wells: 3

b. Number of initial injection wells: 1

c. Number of injection wells at full development: 2

d. Capital cost of initial additional facilities: $83,000
e Estima‘lted total injection project cost: $474,000

f. Estimated value of incremental production: $2,116,662



g. Estimated injection commencement date: March 2020

h. Type of injected fluid: Produced water

i. Anticipated injection volumes: 300 BWPD/well (average)
750 BWPD/well (maximum)
650 Million Barrels (total)

11. The Unit Area / Project area has been so depleted that it is prudent to apply
waterflood techniques to maximize the ultimate recovery of oil.

12, The Unit Agreement, and the unitized operation and management of the Unit Area,
are in the best interests of conservation, the prevention of waste, and the protection
of correlative rights,

WHEREFORE, Texland requests that this Application be set for hearing before an
Examiner of the Oil Conservation Division on March 5, 2020, and that after notice and hearing as

required by law, the Division enter its order granting this Application.

Respectfully submitted,

HOLLAND & |

By: Y1/}
Michael H. Feldewert
Adam G. Rankin
Julia Broggi
Kaitlyn A, Luck
Post Office Box 2208
Santa Fe, New Mexico 87504-2208
(505) 988-4421
(505) 983-6043 Facsimile
mfeldewert@hollandhart.com
agrankin@hollandhart.com
jbroggi@hollandhart.com
kaluck@hollandhart.com

ATTORNEYS FOR TEXLAND PETROLEUM—HoOBBS 1..L.C.
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VERIFICATION

STATE OF TEXAS
) ss

COUNTY OF TARRANT )

[, Clayton Scott, hereby verify and attest that I am an engineer employed by

Texland Petroleum—Hobbs, L.L.C. and am authorized to make this verification on its

behalf. I have read the foregoing application and know the contents thereof and that the

same is true and correct to the best of my knowledge, information, and belief

Claylon’Scott

A
SUBSCRIBED AND SWORN TO before me this 3 day of _Egg&*}_ﬂj_wm

2020, by Claylon ‘mott
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BEFORE THE OIL CONSERVATION DIVISION

Santa Fe, New Mexico

Exhibit No. 158
Submitted by: Texland Petroleum-Hobbs, L.L.C.

Hearing Date: March 05, 2020

Case No. 21130
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BEFORE THE OIL CONSERVATION DIVISION

Santa Fe, New Mexico

Exhibit No, 17
Submitted by: Texland Petroleum-Hobbs, L.L.C.

Hearing Date: March 05, 2020
Case No. 21130
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Exhibit No. 1

Submitted by: Texland Petrol
Case No. 21

Santa Fe, New M

BEFORE THE OIL CONSERVATION DIVISION
Hearing Date: Marc
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BEFORE THE OIL CONSERVATION DIVISION
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Santa Fe, New Mexico

Exhibit No. 19
Submitted by: Texland Petroleum-Hobbs, L.L.C.

Hearing Date: March 05, 2020

Case No. 21130
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BEFORE THE OIL CONSERVATION DIVISION

Santa Fe, New Mexico

Exhibit No. 20
Submitted by: Texland Petroleum-Hobbs, L.L.C.

Hearing Date: March 05, 2020

Case No. 21130



