
JAMES BRUCE 
ATTORNEY AT LAN 

POST OFFICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

3304 CAMINO LISA 
SANTA FE, NEW MEXICO 87501 

(505) 982-2043 
(505) 982-2151 (FAX) 

October 26, 1999 

Via Fax 

J. Scott H a l l 
M i l l e r , S t r a t v e r t & Torgerson, P.A. 
P.O. Box 1986 
Santa Fe, New Mexico 87504 

Re: West Lovington Strawn U n i t 

Dear Sco t t : 

As you requested, I l e f t out of the u n i t expansion a p p l i c a t i o n 
anything r e l a t i n g t o A r t i c l e 10.4 of the Uni t Operating Agreement. 
As we discussed, I had o r i g i n a l l y i n s e r t e d both Barney's "Draft 
V I , " and the enclosed p r o v i s i o n (which i s my r e v i s i o n t o D r a f t VI) , 
as e x h i b i t s t o the a p p l i c a t i o n . A r t i c l e 10.4 w i l l need t o be 
addressed at the hearing. I w i l l d r a f t the n o t i c e l e t t e r broadly 
enough t o cover any changes t o t h i s p r o v i s i o n . 

My concern about t h i s issue i s simply o b t a i n i n g s u f f i c i e n t r o y a l t y 
owner r a t i f i c a t i o n s t o expand the u n i t . Without Snyder Ranches, 
Inc.'s r a t i f i c a t i o n , the o r i g i n a l u n i t and the f i r s t expansion 
could not have been accomplished. 

Very t r u l y yours, 



UNIT OPERATING AGREEMENT 
WEST LOVINGTON STRAWN UNIT 

LEA COUNTY, NEW MEXICO 

A r t i c l e 10.4 Investment Adjustments. 

Paragraph 2 ( r e v i s e d ) : A l l w e l l completed i n the Strawn 
formation w i t h i n the U n i t Area s h a l l be 
Unit w e l l s . I f a w e l l becoming a Unit 
w e l l by v i r t u e of expansion of the Uni t 
Area has not reached payout s t a t u s , as of 
the e f f e c t i v e date of expansion, the 
owners or operator of such w e l l s h a l l (1) 
receive immediate payment, from the 
Working I n t e r e s t Owners i n the U n i t , 
s u f f i c i e n t t o reimburse one hundred (100) 
percent of w e l l payout, and (2) recoup an 
a d d i t i o n a l amount i n excess of 100% of 
payout p r o p o r t i o n a t e t o the a b i l i t y of 
the w e l l t o produce f o r i t s i n i t i a l s i x 
consecutive months of pr o d u c t i o n as 
measured against the top pool allowable 
of 2 50 BOPD (the "Payout M u l t i p l e " ) . I n 
no event s h a l l payout plus the Payout 
M u l t i p l e exceed a t o t a l of 200% of a c t u a l 
payout costs. 


