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Proposed Caprock Maljamar Unit
Well Numbering

Previous Name & Number

Mal Gra Unit B

Mal Gra Unit D

Mal Gra Unit E
Mal Gra Unit CPS
Mal Gra Unit PLM

Phillips Federal

Phillips State

Phillips "B" State

#1 1 20-17-33
#2 0 20-17-33
#3 P 20-17-33
#4 N 20-17-33
#5 K 20-17-33
#7 L 20-17-33
#1 L 21-17-33
#2 E 21-17-33
#3 M 21-17-33
#4 D 21-17-33
#5 N 21-17-33
#1 A 29-17-33
#1 J 20-17-33
#12 F 21-17-33
#1 A 33-17-33
#2-Y B 33-17-33
#3 H 33-17-33
#1 M 28-17-33
#2 L 28-17-33
#3 E 28-17-33
#4 D 28-17-33
#5 C 28-17-33
#6 F 28-17-33
#7 K 28-17-33
#8 N 28-17-33
#9-Y O 28-17-33
#10 J 28-17-33
#11 G 28-17-33
#12 | 28-17-33
#13 P 28-17-33
#1 P 19-17-33
#3 H 19-17-33
#4 A 19-17-33
#5 B 19-17-33
#6 G 19-17-33
#7  J 19-17-33
#8 0O 19-17-33
#9 K 19-17-33
#10 F 19-17-33

CMU Well No.

71
83
84
82
69
68

72
58
85
45
86

87
70
59

103
102
104

98
93
90
88
89
91
94
99
100
95
92
96
101

80
53
40
39
52
66
79
65
51
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Proposed Caprock Maljamar Unit
Well Numbering

Previous Name & Number

Phillips "B" State

Phillips "C" State

Western State

Johns "A" 24

Johns "B"

State 17-B

#11
#12
#13
#14
#15
#16

#1

#1-Y
#2
#3
#5
#6
#7
#8
#9
#10
#11
#12
#13
#14
#15
#16
#17
#18
#19

#1
#2
#5
#6

#2
#5
#6
#9
#10
#11
#13
#15

C 19-17-33

CMU Well No.
38
37
50
78
205
177

97

56
42
55
43
41
31
30
44
32
29
22
21
20
19
54
179
152
166

73
74
76

201

60
49
63
48
62
34
202

wWhoo



Proposed Caprock Maljamar Unit
Well Numbering

Previous Name & Number

State 17-B

State 13-B

State 18-B

State 18

#5
#6
#7
#8

#3

#1
#8
#9

#1
#3
#6
#7
#8
#9

E 17-17-33
F 17-17-33
G 17-17-33
H17-17-33

I 13-17-32

CMU Weli No.
9
10
11
12

14
16

26
148

18
17

150



Cross Reference

CMU Well No. Previous Name & No.
1 State 18 #8
2 State 18 #1
3 State 17-B #4
4 State 17-B #3
5 State 17-B #2
6 State 17-B #1
7 State 18 #7
8 State 18 #2 P&A
9 State 17-B #5
10 State 17-B #6
11 State 17-B #7
12 State 17-B #8
13 State 13-B #4 P&A
14 State 13-B #3
15 State 18-B #2 P&A
16 State 18-B #1
17 State 18 #6
18 State 18 #3
19 Western State #15
20 Western State #14
21 Western State #13
22 Western State #12
23 State 13-B #5 P&A
24 State 13-B #6 P&A
25 State 18-B #7 P&A
26 State 18-B #8
27 State 18 #5 P&A
28 State 18 #4 P&A
29 Western State #11
30 Western State #8
31 Western State #7
32 Western State #10
33 Johns B #12 P&A
34 Johns B #11
35 Johns B #8 P&A
36 Johns B #7 P&A
37 Phillips "B" State #12
38 Phillips "B" State #11
39 Phillips "B" State #5
40 Phillips "B" State #4
41 Western State #6
42 Western State #2
43 Western State #5
44 Western State #9
45 Mal Gra Unit D #4
46 Johns B #1 P&A



CMU Well No.

47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92

Cross Reference

Previous Name & No.

Johns B #4

Johns B #9

Johns B #5

Phillips "B" State #13
Phillips "B" State #10
Phillips "B" State #6
Phillips "B" State #3
Western State #16
Western State #3
Western State #1-Y
Western State #4
Mal Gra Unit D #2
Mal Gra Unit PLM #12
Johns B #2

Johns B #3

Johns B #10

Johns B #6

Phillips Leamex #3
Phillips "B" State #9
Phillips "B" State #7
Phillips "B" State #2
Mal Gra Unit B #7
Mal Gra Unit B #5
Mal Gra Unit CPS #1
Mal Gra Unit B #1
Mal Gra Unit D #1
Johns A #1

Johns A #2

Johns A #3

Johns A #5

Phillips Leamex #1
Phillips "B" State #14
Phillips "B" State #8
Phillips "B" State #1
Mal Gra Unit B #6
Mal Gra Unit B #4
Mal Gra Unit B #2
Mal Gra Unit B #3
Mal Gra Unit D #3
Mal Gra Unit D #5
Mal Gra Unit E #1
Phillips State #4
Phillips State #5
Phillips State #3
Phillips State #6
Phillips State #11

P&A

P&A

P&A

P&A

P&A

P&A

P&A

P&A



CMU Well No.

93
94
95
96
97
98
99
100
101
102
103
104
148
150
1562
166
173
177
179
201
202
205

Cross Reference

Previous Name & No.

Phillips State #2
Phillips State #7
Phillips State #10
Phillips State #12
Phillips "C" State #1
Phillips State #1
Phillips State #8
Phillips State #9-Y
Phillips State #13
Phillips Federal #2-Y
Phillips Federal #1
Phillips Federal #3
State 18-B #9

State 18 #9

Western State #18
Western State #19
Johns B #15

Phillips "B" State #16
Western State #17
Johns A #6

Johns B #13

Phillips "B" State #15
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
CAPROCK MALJAMAR UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of
1993, by and between the parties subscribing, ratifying, or consenting hereto, and herem
referred to as the "parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or other oil and
gas interests in the Unit Area subject to this Agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as amended,
30 U.S.C. Sec. 181 et seq., authorizes Federal lessees and their representatives to unite with
each other, or jointly or separately with others, in collectively adopting and operating a
cooperative or unit plan of development or operation of any oil or gas pool, field, or like
area, or any part thereof for the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Comrmissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943, as amended by
Section 1 of Chapter 176, Laws of 1961) (Chapter 19, Article 10, Section 45, New Mexico
Statutes 1978 Annotated), to consent to and approve the development or operation of State
lands under agreements made by lessees of State land jointly or severally with other lessees
where such agreements provide for the unit operation or development of part of or all of
any oil or gas pool, field or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943, as amended by
Section 1, Chapter 162, Laws of 1951) (Chapter 19, Article 10, Section 47, New Mexico
Statutes 1978 Annotated) to amend with the approval of lessee, evidenced by the lessee’s
execution of such agreement or otherwise, any oil and gas lease embracing State lands so
that the length of the term of said lease may coincide with the term of such agreements for
the unit operation and development of part or all of any oil or gas pool, field or area; and

WHEREAS, the Oil Conservation Division of the State of New Mexico (hereinafter
referred to as the "Division") is authorized by an Act of the Legislature (Chapter 72, Laws
of 1935 as amended) (Chapter 70, Article 2, Section 2 et seq., New Mexico Statutes 1978
Annotated) to approve this Agreement and the conservation provisions hereof, and



WHEREAS, the Oil Conservation Division of the Energy and Minerals Department
of the State of New Mexico is authorized by law (Chapter 65, Article 3 and Article 14,
N.M.S. 1953 Annotated) to approve this Agreement and the conservation provisions hereof;
and

WHEREAS, the parties hereto hold sufficient interest in the Unit Area covering the
land hereinafter described to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural resources,
prevent waste, and secure other benefits obtainable through development and operation of
the area subject to this Agreement under the terms, conditions, and limitations herein set
forth;

NOW THEREFORE, in consideration of the premises and the promises herein
contained, the parries hereto commit to this Agreement their respective interest in the
below-defined Unit Area, and agree severally among themselves as follows:

SECTION 1. ENABLING ACT AND REGUILATIONS. The Mineral Leasing Act
of February 25, 1920, as amended, supra, and all valid pertinent regulations, including
operating and unit plan regulations, heretofore issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thereunder are accepted and made a part of this
Agreement as to Federal lands, provided such regulations are not inconsistent with the
terms of this Agreement; and as to non-Federal lands, the oil and gas operating regulations
in effect as of the Effective Date hereof governing drilling and producing operations, not
inconsistent with the terms hereof or the laws of the state in which the non-Federal land is
located, are hereby accepted and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS., For the purpose of this
Agreement, the following terms and expressions as used herein shall mean:

(a)  "Unit Area" is defined as those lands described in Exhibit "B" and depicted on
Exhibit "A" hereof, and such land is hereby designated and recognized as
constituting the Unit Area, containing 4160 acres, more or less, in Lea
County, New Mexico.

(b) "Land Commissioner" is defined as the Commissioner of Public Lands of the
State of New Mexico.

(c)  "Division" is defined as the Oil Conservation Division of the Department of
Energy and Minerals of the State of New Mexico.

(d) "Authorized Officer” or "A.O." is any employee of the Burecau of Land
Management who has been delegated the required authority to act on behalf
of the BLM.
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"Secretary" is defined as the Secretary of the Interior of the United States of
America, or his duly authorized delegate.

"Department" is defined as the Department of the Interior of the United
States of America.

"Proper BLM Office" is defined as the Bureau of Land Management office
having jurisdiction over the federal lands included in the Unit Area.

"Unitized Formation" shall mean that interval underlying the Unit Area, the
vertical limits of which extended from the surface of the ground to a lower
limit of 5,500 feet below the surface.

"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 and produced
from the Unitized Formation.

"Tract" is each parcel of land described as such and given a Tract number in
Exhibit "B".

"Tract Participation" is defined as the percentage of participation shown on
Exhibit "B" for allocating Unitized Substances to a Tract under this
agreement.

"Unit Participation"” is the sum of the percentages obtained by multiplying the
Working Interest of a Working Interest Owner in each Tract by the Tract
Participation of such Tract.

"Working Interest” is the right to search for, produce and acquire Unitized
Substances whether held as an incident of ownership of mineral fee simple
title, under an oil and gas lease, operating agreement, or otherwise held,
which interest is chargeable with and obligated to pay or bear, either in cash
or out of production, or otherwise, all or a portion of the cost of drilling,
developing and producing the Unitized Substances from the Unitized
Formation and operations thereof hereunder. Provided that anv royalty
interest created out of a working interest subsequent to the execution of this
Agreement by the owner of the working interest shall continue to be subject
to such working interest burdens and obligations.

"Working Interest Owner" is any party hereto owning a Working Interest,
including a carried working interest owner, holding an interest in Unitized
Substances by virtue of a lease, operating agreement, fee title or otherwise.
The owner of oil and gas rights that are free of lease or other instrument
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creating a Working Interest in another shall be regarded as a Working
Interest Owner to the extent of seven-eighths (7/8) of his interest in Unitized
Substances, and as a Royalty Owner with respect to his remaining one-eighth
(1/8) interest therein.

"Royalty Interest" or "Royalty" is an interest other than a Working Interest in
or right to receive a portion of the Unitized Substances or the proceeds
thereof and includes the royalty interest reserved by the lessor or by an oil
and gas lease and any overriding royalty interest, oil payment interest, net
profit contracts, or any other payment or burden which does not carry with it
the right to search for and produce unitized substances.

“Royalty Owner" is the owner of a Royalty Interest.

"Unit Operating Agreement" is the agreement entered into by and between
the Unit Operator and the Working Interest Owners as provided in Section 9,
infra, and shall be styled "Unit Operating Agreement, Caprock Maljamar
Unit, Lea County, New Mexico."

"Oil and Gas Rights" is the right 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.

"Outside Substances” is any substance obtained from any source other than the
Unitized Formation and injected into the Unitized Formation.

"Unit Manager" is any person or corporation appointed by Working Interest
Owners to perform the duties of Unit Operator until the selection and
qualification of a successor Unit Operator as provided for in Section 7 hereof.

"Unit Operator" is the party designated by Working Interest Owners under the
Unit Operating Agreement to conduct Unit Operations.

"Unit Operations” is any operation conducted pursuant to this Agreement and
the Unit Operating Agreement.

"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.

"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.



(y)  "Effective Date" is the date determined in accordance with Section 24, or as
redetermined in accordance with Section 39.

SECTION 3. EXHIBITS. The following exhibits are incorporated herein by
reference: Exhibit "A" attached hereto is a map showing the Unit Area and the boundaries
and identity of Tracts and leases in the Unit Area. Exhibit "B" attached hereto is a schedule
showing, to the extent known to the Unit Operator, the acreage comprising each Tract and
the percentages and kinds of ownership of oil and gas interests in all lands in the Unit Area.
Exhibit "C" attached hereto is a summary of the various Tracts showing the Tract
Participation of each Tract. However, nothing in said schedules or map shall be construed
as a representation by any party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedules as owned by such party. The
shapes and descriptions of the respective Tracts have been established by using the best
information available. Each Working Interest Owner is responsible for supplying Unit
Operator with accurate information relating to each Working Interest Owner’s interest. If
it subsequently appears that any Tract, because of diverse royalty or working interest
ownership on the Effective Date hereof, should be divided into more than one Tract, or
when any revision is requested by the A.O., or any correction of any error other than
mechanical miscalculations or clerical is needed, then the Unit Operator, with the approval
of the Working Interest Owners, may correct the mistake by revising the exhibits to conform
to the facts. The revision shall not include any reevaluation 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 other such revision of an exhibit 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. Copies of such revision shall be filed with the Land Commissioner, and not less
than four copies shall be filed with the A.O. In any such revision, there shall be no
retroactive allocation or adjustment of Unit Expense or of interests in the Unitized
Substances produced, or proceeds thereof.

SECTION 4. EXPANSION. The above-described Unit Area may, with the approval
of the A.O. and Land Commissioner, when practicable be expanded to include therein any
additional Tract or Tracts regarded as reasonably necessary or advisable for the purposes
of this Agreement provided, however, in such expansion there shall be no retroactive
allocation or adjustment of Unit Expense or of interests in the Unitized Substances
produced, or proceeds thereof. Pursuant to Subsection (b), the Working Interest Owners
may agree upon an adjustment of investment by reason of the expansion. Such expansion
shall be effected in the following manner:

(a)  The Working Interest Owner or Owners of a Tract or Tracts desiring to bring
such Tract or Tracts into this unit, shall file an application therefor with Unit
Operator requesting such admission.



(b)  Unit Operator shall circulate a notice of the proposed expansion to each
Working Interest Owner in the Unit Area and in the Tract proposed to be
included in the unit, setting out the basis for admission, the Tract
Participation to be assigned to each Tract in the enlarged Unit Area and
other pertinent data. After negotiation (at Working Interest Owners’ meeting
or otherwise) if Working Interest Owners having in the aggregate seventy-five
percent (75%) of the Unit Participation then in effect have agreed to
inclusion of such Tract or Tracts in the Unit Area, then Unit Operator shall:

1. After obtaining preliminary concurrence by the A.O. and Land
Commissioner, prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the Unit Area, the reason
therefor, the basis for admission of the additional Tract or Tracts, the
Tract Participation to be assigned thereto and the proposed effective
date thereof, and

2. Deliver copies of said notice to Land Commissioner, the A.O. at the
proper BLM Office, each Working Interest Owner and to the last
known address of each lessee and lessor whose interests are affected,
advising such parties that thirty (30) days will be allowed for
submission to the Unit Operator of any objection to such proposed
expansion; and

(3]

File, upon the expiration of said thirty (30) day period as set out in (2)
immediately above with the Land Commissioner and A.O. the
following: (a) evidence of mailing or delivering copies of said notice of
expansion; (b) an application for approval of such expansion; (¢) an
instrument containing the appropriate joinders in compliance with the
participation requirements of Section 14, and Section 34, infra; and
(d) a copy of all objections received along with the Unit Operator’s
response thereto.

The expansion shall, after due consideration of all pertinent information and approval
by the Land Commissioner and the A.O., become effective as of the date prescribed in the
notice thereof, preferably the first day of the month subsequent to the date of notice. The
revised Tract Participation of the respective Tracts included within the Unit Area prior to
such enlargement shall remain the same ratio one to another.

SECTION 5. UNITIZED LAND. All land committed to this Agreement as to the
Unitized Formation shall constitute land referred to herein as "Unitized Land" or "Land
subject to this Agreement”. Nothing herein shall be construed to unitize, pool, or in any way
affect the oil, gas and other minerals contained in or that may be produced from any
formation other than the Unitized Formation as defined in Section 2(h) of this Agreement.



SECTION 6. UNIT OPERATOR. The Wiser Oil Company is hereby designated
the Unit Operator, and by signing this instrument as Unit Operator, agrees and consents to
accept the duties and obligations of Unit Operator for the operation, development, and
production of Unitized Substances as herein provided. Whenever reference is made herein
to the Unit Operator, such reference means the Unit Operator acting in that capacity and
not as an owner of interests in Unitized Substances, when such interest are owned by it and
the term "Working Interest Owner" when used herein shall include or refer to the Unit
Operator as the owner of a Working Interest when such an interest is owned by it.

Unit Operator shall have a lien upon interests of Working Owners in the Unit Area
to the extent provided in the Unit Operating Agreement.

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resign at any time, but such resignation shall not become
effective so as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator’s rights as such for a period of six (6) months after written
notice of intention to resign has been given by Unit Operator to all Working Interest
Owners, the Land Commissioner and the A.O. unless a new Unit Operator shall have taken
over and assumed the duties and obligations of Unit Operator prior to the expiration of said
period.

The Unit Operator shall, upon default or failure in the performance of its duties and
obligations hereunder, be subject to removal by Working Interest Owners having in the
aggregate eighty percent (80%) or more of the Unit Participation then in effect exclusive
of the Working Interest Owner who is the Unit Operator. Such removal shall be effective
upon notice thereof to the Land Commissioner and the A.C.

In all such instances of effective resignation or removal, until a successor to Unit
Operator is selected and approved as hereinafter provided, the Working Interest Owners
shall be jointly responsible for the performance of the duties of the Unit Operator and shall,
not later than thirty (30) days before such resignation or removal becomes effective, appoint
a Unit Manager to represent them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement shall not
terminate its right, title or interest as the owner of a Working Interest or other interest in
Unitized Substances, but upon the resignation or removal of Unit Operator becoming
effective, such Unit Operator shall deliver possession of all wells, equipment, books and
records, materials, appurtenances and any other assets used in connection with the Unit
Operations to the new duly qualified successor Unit Operator or to the Unit Manager if no
such new Unit Operator is elected. Nothing herein shall be construed as authorizing the
removal of any material, equipment or appurtenances needed for the preservation of any
wells. Nothing herein contained shall be construed to relieve or discharge any Unit
Operator or Unit Manager who resigns or is removed hereunder from any liability or duties
accruing or performable by it prior to the effective date of such resignation or removal.

7-



SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender its resignation as Unit Operator or shall be removed as hereinabove provided, the
Working Interest Owners shall select a successor Unit Operator as herein provided. Such
selection shall not become effective until (a) a Unit Operator so selected shall accept in
writing the duties and responsibilities of Unit Operator, and (b) the selection shall have
been approved by the Land Commissioner and the A.O. If no successor Unit Operator or
Unit Manager is selected and qualified as herein provided, the Land Commissioner and/or
the A.O., at their election, may declare this Agreement terminated.

In selecting a successor Unit Operator, the affirmative vote of three or more Working
Interest Owners having a total of sixty-five percent (65%) or more of the total Unit
Participation shall prevail; provided that if any one Working Interest Owner has a Unit
Participation of more than thirty-five percent (35%), its negative vote or failure to vote shall
not be regarded as sufficient unless supported by the vote of one or more other Working
Interest Owners having a total Unit Participation of at least five percent (5%). If the Unit
Operator who is removed votes only to succeed itself or fails to vote, the successor Unit
Operator may be selected by the affirmative vote of the owners of at least seventy-five
percent (75%) of the Unit Participation remaining after excluding the Unit Participation of
Unit Operator so removed.

SECTION 9. ACCOUNTING_ PROVISIONS AND UNIT OPERATING
AGREEMENT. Costs and expenses incurred by Unit Operator in conducting Unit
Operations hereunder shall be paid, apportioned among and borne by the Working Interest
Owners in accordance with the Unit Operating Agreement. Such Unit Operating Agreement
shall also provide the manner in which the Working Interest Owners shall be entitled to
receive their respective proportionate and allocated share of the benefits accruing hereto
in conformity with their underlying operating agreements, leases or other contracts and such
other rights and obligations as between Unit Operator and the Working Interest Owners as
may be agreed upon by the Unit Operator and the Working Interest Owners; however, no
such Unit Operating Agreement shall be deemed either to modify any of the terms and
conditions of this Agreement or to relieve the Unit Operator of any right or obligation
established under this Agreement, and in case of any inconsistency or conflict between this
Agreement and the Unit Operating Agreement, this Agreement shall prevail. Copies of any
Unit Operating Agreement executed pursuant to this Section shall be filed with the Land
Commissioner and with the A.O. at the proper BLM Office as required prior to approval
of this Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, be exclusive right, privilege and duty of exercising any
and all rights of the parties hereto including surface rights which are necessarv or convenient
for prospecting for, producing, storing, allocating and distributing the Unitized Substances
are hereby delegated to and shall be exercised by the Unit Operator as herein provided.
Upon request, acceptable evidence of title to said rights shall be deposited with said Unit
Operator, and together with this Agreement, shall constitute and define the rights, privileges
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and obligations of Unit Operator. Nothing herein, however, shall be construed to transfer
title to any land or to any lease or operating agreement, it being understood that under this
Agreement the Unit Operator, in its capacity as Unit Operator, shall exercise the rights of
possession and use vested in the parties hereto only for the purposes herein specified.

SECTION 11. PLAN OF OPERATIONS. It is recognized and agreed by the parties
hereto that all of the land subject to this Agreement is reasonably proved to be productive
of Unitized Substances and that the object and purpose of this Agreement is to formulate
and to put into effect an improved recovery project in order to effect additional recovery
of Unitized Substances, prevent waste and conserve natural resources. Unit Operator shall
have the right to inject into the Unitized Formation any substances for secondary recovery
or enhanced recovery purposes in accordance with a plan of operation approved by the
Working Interest Owners, the A.O., the Land Commissioner and the Division, including the
right to drill and maintain injection wells on the Unitized Land and completed in the
Unitized Formation, and to use abandoned well or wells producing from the Unitized
Formation for said purpose. Subject to like approval, the Plan of Operation may be revised
as conditions may warrant.

The initial Plan of Operation shall be filed with the A.O., the Land Commissioner
and the Division concurrently with the filing of the Unit Agreement for final approval. Said
initial plan of operations and all revisions thereof shall be as complete and adequate as the
A.O., the Land Commissioner and the Division may determine to be necessary for timely
operation consistent herewith. Upon approval of this Agreement and the initial plan by the
A.O. and Commissioner, said plan, and all subsequently approved plans, shall constitute the
operating obligations of the Unit Operator under this Agreement for the period specified
therein. Thereafter, from time to time before the expiration of any existing plan, the Unit
Operator shall submit for like approval a plan for an additional specified period of
operations. After such operations are commenced, reasonable diligence shall be exercised
by the Unit Operator in complying with the obligations of the approved Plan of Operation.

Notwithstanding anything to the contrary herein contained, should the Unit Operator
fail to commence Unit Operations for the secondary recovery of Unitized Substances from
the Unit Area within eighteen (18) months after the effective date of this Agreement, or any
extension thereof approved by the A.O,, this Agreement shall terminate automatically as of
the date of default.

SECTION 12. USE OF SURFACE AND USE OF WATER. The parties to the
extent of their rights and interests, hereby grant to Unit Operator the right to use as much
of the surface, including the water thereunder, of the Unitized Land as may reasonably be
necessary for Unit Operations.

Unit Operator’s free use of water or brine or both for Unit Operations, shall not
include any water from any well, lake, pond or irrigation ditch of a surface owner, unless
approval for such use is granted by the surface owner.
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Unit Operator shall pay the surface owner for damages to growing crops, fences,
improvements and structures on the Unit Land that result from Unit Operations, and such
payments shall be considered as items of unit expense to be borne by all the Working
Interest Owners of lands subject hereto.

SECTION 13. TRACT PARTICIPATION. In Exhibit "B" attached hereto there are
listed and numbered the various Tracts within the Unit Area, and set forth opposite each
Tract are figures which represent the Tract Participation during Unit Operations. The Tract
Participation of each Tract as shown in Exhibit "B" was determined in accordance with the
following formula:

Tract Participation = 35% A/B + 35% C/D + 30% E/F
A = the number of Useable Wells on each Tract.
B = the total number of Useable Wells within the Unit Area.

C = the Tract Cumulative Oil Production from the Unitized Formation as of 1
January 1993.

D = the Unit Total Cumulative Oil Production from the Unitized Formation as of
1 January 1993.

E = the volume of oil produced form the Unitized Formation by all Unit Tracts
from 1 January 1992 to 1 January 1993.

F = the volume of Oil Produced from the Unitized Formation by all Unit Tracts
from 1 January 1992 to 1 January 1993.

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and after the
Effective Date hereof, the Tracts within the Unit Area which shall be entitled to
participation in the production of Unitized Substances shall be those Tracts more
particularly described in Exhibit "B" that corner or have a common boundary (Tracts
separated only by a public road or a railroad right-of-way shall be considered to have a
common boundary), and that otherwise qualify as follows:

(a)  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.

(b)  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
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(c)

the Royalty Interest have become parties to this Agreement, and as to which
(1) the Working Interest Owner who operates the Tract and Working Interest
Owners owning at least seventy-five percent (75%) of the remaining Working
Interest in such Tract have joined in a request for the inclusion of such Tract,
and as to which (2) Working Interest Owners owning at least seventy-five
percent (75%) of the combined Unit Participation in all Tracts that meet the
requirements of Section 14(a) above have voted in favor of the inclusion of
such tract.

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 (1) the Working Interest Owner who
operates the Tract and Working Interest Owner owning at least seventy-five
percent (75%) of the remaining Working Interest in such Tract who have
become parties to this Agreement have joined in a request for inclusion of
such Tract, and have executed and delivered, or obligated themselves to
execute and deliver an indemnity agreement indemnifying and agreeing to
hold harmless the other owners of committed Working Interests, their
successors and assigns, against all claims and demands that may be made by
the owners of Working Interest in such Tract who are not parties to this
Agreement, and which arise out of the inclusion of the Tract; and as to which
(2) Working Interest Owners owning at least seventy-five percent (75%) of the
Unit Participation in all Tracts that meet the requirements of Section 14(a)
and 14(b) have voted in favor of the inclusion of such Tract and to accept the
indemnity agreement. Upon the inclusion of such a Tract, the Tract
Participation which would have been attributed to the nonsubscribing owners
of Working Interest in such Tract, had they become parties to this Agreement
and the Unit Operating Agreement, shall be attributed to the Working
Interest Owners in such Tract who have become parties to such agreements,
and joined in the indemnity agreement, in proportion to their respective
Working Interests in the Tract.

If on the Effective Date of this Agreement there is any Tract or Tracts which have

not been effectively committed to or made subject to this Agreement by qualifying as above
provided, then such Tract or Tracts shall not be entitled to participate hereunder. Unit
Operator shall, when submitting this Agreement for final approval by the Land
Commissioner and the A.O., file therewith a schedule of those tracts which have been
committed and made subject to this Agreement and are entitled to participate in Unitized
Substances. Said schedule shall set forth opposite each such committed Tract the lease
number or assignment number, the owner of record of the lease, and the percentage
participation of such tract which shall be computed according to the participation formula
set forth in Section 13 (Tract Participation) above. This schedule of participation shall be
revised Exhibit "B" and upon approval thereof by the Land Commissioner and the A.O.,
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shall become a part of this Agreement and shall govern the allocation of production of
Unitized Substances until a new schedule is approved by the Land Commissioner and A.O.

SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized
Substances produced and saved (less, save and except any part of such Unitized Substances
used in conformity with good operating practices on unitized land for drilling, operating,
camp and other production or development purposes and for injection or unavoidable loss
in accordance with a Plan of Operation approved by the A.O. and Land Commissioner)
shall be apportioned among and allocated to the qualified Tracts in accordance with the
respective Tract Participations effective hereunder during the respective periods such
Unitized Substances were produced, as set forth in the schedule of participation in Exhibit
"B". The amount of Unitized Substances so allocated to each Tract, and only that amount
(regardless of whether it be more or less than the amount of the actual production of
Unitized Substances from the well or wells, if any, on such Tract) shall, for all intents, uses
and purposes, be deemed to have been produced from such Tract.

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 Tracts, or in the proceeds thereof, had
this Agreement not been entered into; and with the same legal force and effect.

No Tract committed to this Agreement and qualified for participation as above
provided shall be subsequently excluded from participation hereunder on account of
depletion of Unitized Substances.

If the Working Interest and/or the Royalty Interest in any Tract are divided with
respect to separate parcels or portions of such Tract and owned now or hereafter in
severalty by different persons, the Tract Participation shall in the absence of a recordable
instrument executed by all owners in such Tract and furnished to Unit Operator fixing the
divisions of ownership, be divided among such parcels or portions in proportion to the
number of surface acres in each.

, SECTION 15.B. 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. Each such party
shall have the right to construct, maintain and operate all necessary facilities for that
purpose within the Unitized Area, provided the same are so constructed, maintained and
operated as not to interfere with Unit Operations. Subject to Section 17 hereof, any extra
expenditure incurred by Unit Operator by reason of the delivery in kind of any portion of
the Unitized Substances shall be borne by the party taking delivery. In the event any
Working Interest Owner shall fail to take or otherwise adequately dispose of its
proportionate share of the production from the Unitized Formation then so long as such
condition continues, Unit Operator, for the account and at the expense of the Working
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Interest Owner of the Tract or Tracts concerned, and in order to avoid curtailing the
operation of the Unit Area, may, but shall not be required to, sell or otherwise dispose of
such production to itself or to others, provided that all contracts of sale by Unit Operator
of any other party’s share of Unitized Substances shall be 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, and at not less
than the prevailing market price in the area for like production, and the account of such
Working Interest Owner shall be charged therewith as having received such production. The
net proceeds, if any, of the Unitized Substances so disposed of by Unit Operator shall be
paid to the Working Interest Owner of the Tract or Tracts concerned. Notwithstanding the
foregoing, Unit Operator shall not make a sale into interstate commerce of any Working
Interest Owner’s share of gas production without first giving such Working Interest Owner
sixty (60) days notice of such intended sale.

Any Working Interest Owner receiving in kind or separately disposing of all or any
part of the Unitized Substances allocated to any Tract, or receiving the proceeds therefrom
if the same is sold or purchased by Unit Operator, shall be responsible for the payment of
all royalty, overriding royalty and production payments due thereon, and each such party
shall hold each other Working Interest Owner harmless against all claims, demands and
causes of action by owners of such royalty, overriding royalty and production payments.

If, after the Effective Date of this Agreement, there is any Tract or Tracts that are
subsequently committed hereto, as provided in Section 4 (Expansion) hereof, or any Tract
or Tracts within the Unit Area not committed hereto as of the Effective Date hereof but
which are subsequently committed hereto under the provisions of Section 14 (Tracts
Qualified for Participation) and Section 32 (Nonjoinder and Subsequent Joinder); or if any
Tract is excluded from this Agreement as provided for in Section 21 (Loss of Title), the
schedule of participation as shown in Exhibit "B" shall be revised by the Unit Operator, and
the revised Exhibit "B", upon approval by the Land Commissioner and the A.O., shall govern
the allocation of production on and after the effective date thereof until a revised schedule
is approved as hereinabove provided.

SECTION 16. OUTSIDE SUBSTANCES. If gas obtained from formations not
subject to this Agreement is introduced into the Unitized Formation for use in repressuring,
stimulating of production or increasing ultimate recovery which shall be in conformity with
a Plan of Operation first approved by the Land Commissioner and the A.Q., a like amount
of gas with appropriate deduction for loss or depletion from any cause may be withdrawn
from unit wells completed in the Unitized Formation royalty free as to dry gas, but not
royalty free as to the products extracted therefrom; provided that such withdrawal shall be
at such time as may be provided in the approved Plan of Operation or as otherwise may be
consented to or prescribed by the Land Commissioner and the A.O. as conforming to good
petroleum engineering practices and provided further that such right of withdrawal shall
terminate on the termination date of this Agreement.




SECTION 17. ROYALTY SETTTLEMENT. The State of New Mexico and United
States of America and all Rovalty Owners who, under an existing contract, are entitled to
take in kind a share of the substances produced from any Tract unitized hereunder, shall
continue to be entitled to such right to take in kind their share of the Unitized Substances
allocated to such Tract, and Unit Operator shall make deliveries of such Royalty share
taken in kind in conformity with the applicable contracts, laws and regulations. Settlement
for Royalty not taken in kind shall be made by Working Interest Owners responsible
therefor under existing contracts, laws and regulations on or before the last day of each
month for Unitized Substances produced during the preceding calendar month; provided,
however, that nothing herein contained shall operate to relieve the lessees of any land from
their respective lease obligations for the payment of any Royalty due under the leases,
except that such Rovalty shall be computed on Unitized Substances as allocated to each
Tract in accordance with the terms of this Agreement. With respect to Federal leases
committed hereto on which the rovalty rate depends upon the daily average production per
well, such average production shall be determined in accordance with the operating
regulations pertaining to Federal leases as though the committed Tracts were included in
a single consolidated lease.

If the amount of production or the proceeds thereof accruing to any Royalty Owner
(except the United States of America) in a Tract depends upon the average production per
well or the average pipeline runs per well from such Tract during any period of time, then
such production shall be determined from and after the effective date hereof by dividing the
quantity of Unitized Substances allocated hereunder to such Tract during such period of
time by the number of wells located thereon capable of producing Unitized Substances as
of the Effective Date hereof, provided that any Tract not having any well so capable of
producing Unitized Substances on the Effective Date hereof shall be considered as having
one such well for the purpose of this provision.

All Royalty due the State of New Mexico and the United States of America and the
other Royalty Owners hereunder shall be computed and paid on the basis of all Unitized
Substances allocated to the respective Tract or Tracts committed hereto, in lieu of actual
production from such Tract or Tracts.

With the exception of Federal and State requirements to the contrary, Working
Interest Owners may use or consume Unitized Substances for Unit Operations and no
Royalty, overriding royalty, production or other pavments shall be payable on account of
Unitized Substances used, lost. or consumed in Unit Operations.

Each Royalty Owner (other than the State of New Mexico and the United States of
America) that executes this Agreement represents and warrants that it is the owner of a
Royalty Interest in a Tract or Tracts within the Unit Area as its interest appears in Exhibit
"B" attached hereto. If any Rovalty Interest in a Tract or Tracts should be lost by title
failure or otherwise in whole or in part, during the term of this Agreement, then the Rovalty

-14-



Interest of the party representing himself to be the owner thereof shall be reduced
proportionately and the interest of all parties shall be adjusted accordingly.

SECTION 18. RENTAIL SETTL.EMENT. Rentals or minimum Royalties due on
the leases committed hereto shall be paid by Working Interest Owners responsible therefor
under existing contracts, laws and regulations provided that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease obligations for the
payment of any rental or minimum Royalty in lieu thereof, due under their leases. Rental
for lands of the State of New Mexico subject to this Agreement shall be paid at the rate
specified in the respective leases from the State of New Mexico. Rental or minimum
Royalty for lands of the United States of America subject to this Agreement shall be paid
at the rate specified in the respective leases from the United States of America, unless such
rental or minimum Royalty is waived, suspended or reduced by law or by approval of the
Secretary or his duly authorized representative.

SECTION 19. CONSERVATION. Operations hereunder and production of
Unitized Substances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to Federal and State
laws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take all reasonable and
prudent measures to prevent drainage of Unitized Substances from unitized land by wells
on land not subject to this Agreement.

The Unit Operator, upon approval by the Working Interest Owners, the A.O. and the
Land Commissioner, is herebv empowered to enter into a borderline agreement or
agreements with working interest owners of adjoining lands not subject to this Agreement
with respect to operation in the border area for the maximum economic recovery,
conservation purposes and proper protection of the parties and interest affected.

SECTION 21, LOSS OF TITLE. In the event title to any Tract of unitized land
shall fail and the true owner cannot be induced to join in this Agreement, such Tract shall
be automatically regarded as not committed hereto, and there shall be such readjustment
of future costs and benefits as may be required on account of the loss of such title. In the
event of a dispute as to title to any Royalty, Working Interest, or other interests subject
thereto, payment or delivery on account thereof may be withheld without liability for interest
until the dispute is finally settled; provided, that, as to State or Federal lands or leases, no
payments of funds due the United States or the State of New Mexico shall be withheld, but
such funds shall be deposited as directed by the A.O. or Land Commissioner (as the case
may be) to be held as unearned money pending final settlement of the title dispute, and
then applied as earned or returned in accordance with such final settlement.




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 Substance 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 judgement 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.

Each Working Interest Owner shall indemnify, hold harmless, and defend all other
Working Interest Owners against any and all claims by any party against the interest
attributed to such Working Interest Owner on Exhibit "B".

Unit Operator as such is relieved from any responsibility for any defect or failure of
any title hereunder.

SECTION 22. LEASES AND CONTRACTS CONFORMED AND EXTENDED.
The terms, conditions and provisions of all leases, subleases and other contracts relating to
exploration, drilling, development or operation for oil or gas on lands committed to this
Agreement are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and effect, and
the parties hereto hereby consent that the Secretary and the Land Commissioner,
respectively, shall and by their approval hereof, or by the approval hereof by their duly
authorized representatives, do hereby establish, alter, change or revoke the drilling,
producing, rental, minimum Royalty and Royalty requirements of Federal and State leases
committed hereto and the regulations in respect thereto to conform said requirements to
the provisions of this Agreement.

Without limiting the generality of the foregoing, all leases, subleases and contracts
are particularly modified in accordance with the following:

(a)  The development and operation of lands subject to this Agreement under the
terms hereof shall be deemed full performance of all obligations for
development and operation with respect to each Tract subject to this
Agreement, regardless of whether there is any development of any Tract of
the Unit Area, notwithstanding anything to the contrary in any lease,
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(b)

()

(d)

(e)

()

operating agreement or other contract by and between the parties hereto, or
their respective predecessors in interest, or any of them.

Drilling, producing or improved recovery operations performed hereunder
shall be deemed to be performed upon and for the benefit of each Tract, and
no lease shall be deemed to expire by reason of failure to drill or produce
wells situated on the land therein embraced.

Suspension of drilling or producing operations within the Unit Area pursuant
to direction or consent of the Land Commissioner and the A.O., or their duly
authorized representatives, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each Tract within the Unitized
Area.

Each lease, sublease, or contract relating to the exploration, drilling,
development, or operation for oil and gas which by its terms might expire
prior to the termination of this Agreement, is hereby extended beyond any
such term so provided therein, so that it shall be continued in full force and
effect for and during the term of this Agreement.

Any lease embracing lands of the State of New Mexico which is made subject
to this Agreement shall continue in force beyond the term provided therein
as to the lands committed hereto until the termination hereof.

Any lease embracing lands of the State of New Mexico having only a portion
of its land committed hereto shall be segregated as to that portion committed
and that not committed, and the terms of such lease shall apply separately to
such segregated portions commencing as of the Effective Date hereof.
Provided, however, that notwithstanding any of the provisions of this
Agreement to the contrary, such lease (including both segregated portions)
shall continue in full force and effect beyond the term provided therein as to
all lands embraced in such lease if oil or gas is, or has heretofore been
discovered in paying quantities on some part of the lands embraced in such
lease committed to this Agreement or, so long as a portion of the Unitized
Substances produced from the Unit Area is, under the terms of this
Agreement, allocated to the portion of the lands covered by such lease
committed to this Agreement, or, at any time during the term hereof, as to
any lease that is then valid and subsisting and upon which the lessee or the
Unit Operator is then engaged in bona fide drilling, reworking, or improved
recovery operations on any part of the lands embraced in such lease, then the
same as to all lands embraced therein shall remain in full force and effect so
long as such operations are diligently prosecuted, and if thev result in the
production of oil or gas, said lease shall continue in full force and effect as to
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all of the lands embraced therein, so long thereafter as oil or gas in paying
quantities is being produced from any portion of said lands.

(g) The segregation of any Federal lease committed to this Agreement is
governed by the following provision in the fourth paragraph of Section 17(j)
of the Mineral Leasing Act, as amended by the Act of September 2, 1960 (74
Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed to any
such (unit) plan embracing lands that are in part within and in part outside
of the area covered by any such plan shall be segregated into separate leases
as to the lands committed and the lands not committed as of the effective
date of unitization; provided, however, that any such lease as to the
nonunitized portion shall continue in force and effect for the term thereof but
for not less than two years from the date of such segregation and so long
thereafter as oil or gas is produced in paying quantities."

SECTION 23. COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to the interest of the parties
hereto and their successors in interest until this Agreement terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and hereby is
conditioned upon the assumption of all privileges and obligations hereunder by the grantee,
transferee or other successor in interest. No assignment or transfer of any Working Interest
subject hereto shall be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, or acceptable photostatic or certified
copy, of the recorded instrument or transfer; and no assignment or transfer of any Royalty
Interest subject hereto shall be binding upon the Working Interest Owner responsible
therefor until the first day of the calendar month after said Working Interest Owner is
furnished with the original, or acceptable photostatic or certified copy, of the recorded
instrument or transfer.

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall become
binding upon each party who executes or ratifies it as of the date of execution or ratification
by such party and shall become effective on the first day of the calendar month next
following the approval of this Agreement by the A.O., the Land Commissioner and the
Commission.

If this Agreement does not become effective on or before March 1, 1994, it shall ipso
facto expire on said date (hereinafter called "Expiration Date") and thereafter be of no
further force or effect, unless prior thereto this Agreement has been executed or ratified by
Working Interest Owners owning a combined Participation of at least seventy-five percent
(75%); and at least seventy-five percent (75%) of such Working Interest Owners committed
to this Agreement have decided to extend Expiration Date for a period not to exceed one
(1) year (hereinafter called "Extended Expiration Date"). If Expiration Date is so extended
and this Agreement does not become effective on or before the Extended Expiration Date,
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it shall ipso facto expire on Extended Expiration Date and thereafter be of no further force
and effect.

Unit Operator shall file for record within thirty (30) days after the Effective Date of
this Agreement, in the office of the County Clerk of Lea County, New Mexico, where a
counterpart of this Agreement has become effective according to its terms and stating
further the effective date.

The terms of this Agreement shall be for and during the time that Unitized
Substances are produced from the unitized land and so long thereafter as drilling, reworking
or other operations (including improved recovery operations) are prosecuted thereon
without cessation of more than ninety (90) consecutive days unless sooner terminated as
herein provided.

This Agreement may be terminated with the approval of the Land Commissioner and
the A.O. by Working Interest Owners owning eighty percent (80%) of the Unit Participation
then in effect whenever such Working Interest Owners determine that Unit Operations are
no longer profitable, or in the interest of conservation. Upon approval, such termination
shall be effective as of the first day of the month after said Working Interest Owners’
determination. Notice of any such termination shall be filed by Unit Operator in the office
of the County Clerk of Lea County, New Mexico, within thirty (30) days of the effective date
of termination.

Upon termination of this Agreement, the parties hereto shall be governed by the
terms and provisions of the leases and contracts affecting the separate Tracts just as if this
Agreement had never been entered into.

Notwithstanding any other provisions in the leases unitized under this Agreement,
Royalty Owners hereby grant Working Interest Owners a period of six months after
termination of this Agreement in which to salvage, sell, distribute or otherwise dispose of
the personal property and facilities used in connection with Unit Operations.

SECTION 25. RATE OF PROSPECTING. DEVELOPMENT & PRODUCTION,
All production and the disposal thereof shall be in conformity with allocations and quotas
made or fixed by any duly authorized person or regulatory body under any Federal or State
Statute. The A.O. is hereby vested with authority to alter or modify from time to time, in
his discretion, the rate of prospecting and development and within the limits made or fixed
by the Division to alter or modify the quantity and rate of production under this Agreement,
such authority being hereby limited to alteration or modification in the public interest, the
purpose thereof and the public interest to be served therebyv to be stated in the order of
alteration or modification; provided, further, that no such alteration or modification shall
be effective as to any land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by the Land
Commissioner and as to any lands in the State of New Mexico or privately-owned lands
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subject to this Agreement or to the quantity and rate of production from such lands in the
absence of specific written approval thereof by the Division.

Powers in this Section vested in the A.O. shall only be exercised after notice to Unit
Operator and opportunity for hearing to be held not less than fifteen (15) days from notice,
and thereafter subject to administrative appeal before becoming final.

SECTION 26. NONDISCRIMINATION. Unit Operator in connection with the
performance of work under this Agreement relating to leases of the United States, agrees
to comply with all of the provisions of Section 202(1) to (7) inclusive of Executive Order
11246, (30 F.R. 12319), which are hereby incorporated by reference in this Agreement.

SECTION 27. APPEARANCES. Unit Operator shall have the right to appear for
or on behalf of any interests affected hereby before the Land Commissioner, the
Department, and the Division, and to appeal from any order issued under the rules and
regulations of the Land Commissioner, the Department or the Division, or to apply for relief
from any of said rules and regulations or in any proceedings relative to operations before
the Land Commissioner, the Department or the Division or any other legally constituted
authority; provided, however, that any other interested party shall also have the right at his
or its own expense to be heard in any such proceeding.

SECTION 28. NOTICES. All notices, demands, objections or statements required
hereunder to be given or rendered to the parties hereto shall be deemed fully given if made
in writing and personally delivered to the party or parties or sent by postpaid certified or
registered mail, addressed to such party or parties at their last known address <et forth in
connection with the signatures hereto or to the ratification or consent hereo: or to such
other address as any such party or parties may have furnished in writing to the party sending
the notice, demand or statement.

SECTION 29. NO WAIVER OF CERTAIN RIGHT. Nothing in this Agreement
contained shall be construed as a waiver by any party hereto of the right to assert any legal
or constitutional right or defense as to the validity or invalidity of any law of the State
wherein said Unitized Lands are located, or regulations issued thereunder in any way
affecting such party, or as a waiver by any such party of any right bevond his or its authority
to waive; provided, however, each party hereto covenants that it will not resort to any action
to partition the unitized land or the Unit Equipment.

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED
TO REALTY. Each Working Interest Owner has heretofore placed and used on its Tract
or Tracts committed to this Agreement various well and lease equipment and other
property, equipment and facilities. It is also recognized that additional equipment and
facilities may hereafter be placed and used upon the Unitized Land as now or hereafter
constituted. Therefore, for all purposes of this Agreement, anv such equipment shall be
considered to be personal property and not fixtures attached to realty. Accordingly, said
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well and lease equipment and personal property is hereby severed from the mineral estates
affected by this Agreement, and it is agreed that any such equipment and personal property
shall be and remain personal property of the Working Interest Owners for all purposes.

SECTION 31. UNAVOIDABLE DELAY. All obligations under this Agreement
requiring the Unit Operator to commence or continue improved recovery operations or to
operate on or produce Unitized Substances from any of the lands covered by this Agreement
shall be suspended while, but only so long as, the Unit Operator, despite the exercise of due
care and diligence, is prevented from complying with such obligations, in whole or in part,
by strikes, acts of God, Federal, State or municipal law or agency, unavoidable accident,
uncontrollable delays in transportation, inability to obtain necessary materials or equipment
in open market, or other matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not.

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

Any oil or gas interest in the Unitized Formations not committed hereto prior to
submission of this Agreement to the Land Commissioner and the A.O. for final approval
may thereafter be committed hereto upon compliance with the applicable provisions of this
Section and of Section 14 (Tracts Qualified for Participation) hereof, at any time up to the
Effective Date hereof on the same basis of Tract Participation as provided in Section 13,
by the owner or owners thereof subscribing, ratifying, or consenting in writing to this
Agreement and, if the interest is a Working Interest, by the owner of such interest
subscribing also to the Unit Operating Agreement.

It is understood and agreed, however, that from and after the Effective Date hereof
the right of subsequent joinder as provided in this Section shall be subject to such
requirements or approvals and on such basis as may be agreed upon by Working Interest
Owners owning not less than sixty-five percent (65%) of the Unit Participation then in
effect, and approved by the Land Commissioner and A.O. Such subsequent joinder by a
proposed Working Interest Owner must be evidenced by his execution or ratification of this
Agreement and the Unit Operating Agreement and, where State or Federal land is involved,
such joinder must be approved by the L.and Commissioner or A.O. Such joinder by a
proposed Royalty Owner must be evidenced by his execution, ratification or consent of this
Agreement and must be consented to in writing by the Working Interest Owner responsible
for the payment of any benefits that may accrue hereunder in behalf of such proposed
Royalty Owner. Except as may be otherwise herein provided, subsequent joinder to this
Agreement shall be effective as of the first day of the month following the filing with the
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Land Commissioner and A.O. of duly executed counterparts of any and all documents
necessary to establish effective commitment of any Tract or interest to this Agreement,
unless objection to such joinder by the Land Commissioner or the A.O., is duly made sixty
(60) days after such filing.

SECTION 33. COUNTERPARTS. This Agreement may be executed in any number
of counterparts, no one of which needs to be executed by all parties and may be ratified or
consented to by separate instrument in writing, specifically referring hereto, and shall be
binding upon all those parties who have executed such a counterpart, ratification or consent
hereto with the same force and effect as if all parties had signed the same document, and
regardless of whether or not it is executed by all other parties owning or claiming an interest
in the land within the described Unit Area. Furthermore, this Agreement shall extend to
and be binding on the parties hereto, their successors, heirs and assigns.

SECTION 34. 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; provided, that if the party is the owner of a Working
Interest, he must also execute the Unit Operating Agreement.

SECTION 35. TAXES. Each party hereto shall, for its own account, render and pay
its share of any taxes levied against or measured by the amount or value of the Unitized
Substances produced from the unitized land; provided, however, that if it is required or if
it be determined that the Unit Operator or the several Working Interest Owners must pay
or advance said taxes for the account of the parties hereto, it is hereby expressly agreed that
the parties so paying or advancing said taxes shall be reimbursed therefor by the parties
hereto, including Royalty Owners, who may be responsible for the taxes on their respective
allocated share of said Unitized Substances. No taxes shall be charged to the United States
or to the State of New Mexico, nor to any lessor who has a contract with a lessee which
requires his lessee to pay such taxes.

SECTION 36. 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 hereto shall be individually responsible for its own obligation as herein
provided. '

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator
shall make a proper and timely gauge of all leases and other tanks within the Unit Area in
order to ascertain the amount of merchantable oil above the pipeline connection, in such
tanks as of 7:00 a.m. on the Effective Date hereof. All such oil which has been produced
in accordance with established allowables shall be and remain the property of the Working
Interest Owner entitled thereto, the same as if the unit had not been formed; and the
responsible Working Interest Owner shall promptly remove said oil from the unitized land.
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Any such oil not so removed shall be sold by Unit Operator for the account of such
Working Interest Owners, subject to the payment of all Royalty to Royalty Owners under
the terms hereof. The oil that is in excess of the prior allowable of the wells from which
it was produced shall be regarded as Unitized Substances produced after Effective Date
hereof.

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

SECTION 38. NO SHARING OF MARKET. This Agreement is not intended to
provide and shall not be construed to provide, directly or indirectly, for any cooperative
refining, joint sale or marketing of Unitized Substances.

SECTION 39. STATUTORY UNITIZATION. If and when working Interest
Owners owning at least seventy-five percent (75%) Unit Participation and Royalty Owners
owning at least seventy-five percent (75%) Royalty Interest have become parties to this
Agreement or have approved this Agreement in writing and such Working Interest Owners
have also become parties to the Unit Operating Agreement, Unit Operator may make
application to the Division for statutory unitization of the uncommitted interests pursuant
to the Statutory Unitization Act (Chapter 65, Article 14, N.M.S. 1953 Annotated). If such
application is made and statutory unitization is approved by the Division, then effective as
of the date of the Division’s order approving statutory unitization, this Agreement and/or
the Unit Operating Agreement shall automatically be revised and/or amended in
accordance with the following:

(1)  Section 14 of this Agreement shall be revised by substituting for the entire
said section the following:

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and after the
Effective Date hereof, all Tracts within the Unit Area shall be entitled to participation in
the production of Unitized Substances."

(2) Section 24 of this Agreement shall be revised by substituting for the first three
paragraphs of said section the following:

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall become
effective on the first day of the calendar month next following the effective date of the
Division’s order approving statutory unitization upon the terms and conditions of this
Agreement, as amended (if any amendment is necessary) to conform to the Division’s order,
approval of this Agreement, as so amended, by the Land Commissioner; and the A.O. and
the filing by Unit Operator of this Agreement or notice thereof for record in the office of
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the County Clerk of Lea County, New Mexico. Unit Operator shall not file this Agreement
or notice thereof for record, and hence this Agreement shall not become etfective, unless
within ninety (90) days after the date all other prerequisites for effectiveness of this
Agreement have been satisfied, such filing is approved by Working Interest Owners owning
a combined Unit Participation of at least sixty-five percent (65%) as to all Tracts within the
Unit Area,

"Unit Operator shall, within thirty (30) days after the Effective Date of this
Agreement, file for record in the office of the County Clerk of Lea County, New Mexico,
a certificate to the effect that this Agreement has become effective in accordance with its

terms, therein identifying the Division’s order approving statutory unitization and stating the
Effective Date.’

(3)  This Agreement and/or the Unit Operating Agreement shall be amended in
any and all respects necessary to conform to the Division’s order approving
statutory unitization.

Any and all amendments of this Agreement and/or the Unit Operating Agreement
that are necessary to conform said agreements to the Division’s order approving statutory
unitization shall be deemed to be hereby approved in writing by the parties hereto without
anv necessity for further approval by said parties, except as follows:

(a)  If any amendment of this Agreement has the effect of reducing any Royalty
Owner’s participation in the production of Unitized Substances, such Royalty
Owner shall not be deemed to have hereby approved the amended agreement
without the necessity of further approval in writing by said Rovalty Owner;
and

(b)  If any amendment of this Agreement and/or the Unit Operating Agreement
has the effect of reducing any Working Interest Owner’s participation in the
production of Unitized Substances or increasing such Working Interest
Owner’s share of Unit Expense, such Working Interest Owner shall not be
deemed to have hereby approved the amended agreements without the
necessity of further approval in writing by said Working Intefest Owner.

Executed as of the day and year first above written.

The Wiser Oil Company

LA T

el ot , _ !

""') By: /L’y\ /L-‘\,cﬁo\, 1 d?wm—},,
Andrew J. Shoup,a,/Jr. T
President
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State of Texas )

) ss.
County of Dallas )

This instrument was acknowledged before me on February Z}) 1994, by

Andrew J. Shoup, Jr. , President of The Wiser Oil Company,

a Delaware corporation, on behalf of said corporation.

TEMPLE DOCKERY
Notary Public, State of Texas

My Commission Expires 2-7- 95 d r>®
MY\O\Q Q&Q&/\,\ \

gx/
f

Notary PubXg
My commission expires:

Yoo 1 19%¢,
gy

25-



-

41

g ®

CI XDy, (T

.QOQNU\\\ -— .V\n.v;wl

Sprey  yTls L

n\O;\ﬁ\ \Q\vmv.u\ _ \&

\\V& “wlrr0> e

Wide d74

X LTSl o IOX D

L& Z/5/HXT

72

2

1.94

o 07 7577
8472-5 e Q

GHrIZ-2

L/

8hH72 -8

e/

Zeed




‘TAN SZ8L™ 03 ST6L' WOIJ SISBIIIAP M S.JIO I9SIM PUe ‘2100 01 000" WO IoyIed [
SRS - 400" 01 TEOO™ WO} dseaoul (, UB IIM payiew) [e 19 soydny 1 Aurod jo
STMO 29U} ‘Z pue T ‘SON S1orl], woy peonpord usaq aARy [10 JO S[oI1Ieq 000001 IOV 910N

(AN SZ6L)
%001°"0D IO I9SIM 9L,

(TAN)
JUNOUly pue IoUuMQ JAA

IjIed [ SMUBRO

U ‘reNIeq

[romjuy ] Alreq

SIUM SPeM 'H

SWeTIM ‘N

slae "O'd

soy3ny 1 A11e4

UOSIOA] SUIO[IRN

‘P¥T “0D UOI3YS % SI00
ISTUL], UOSI9A] [T

QI00IN "D A1010(T O 91BISH
ISTU ], SOAIAI9IU] 9]qBIOAQY UOSISAT (T [[oMef
Ul ‘Tvd

UoSIdA] ‘S preuoq

OUJ ‘T[] UOSISAL

ST, [RISUIA AN UOSPOH

GT80
8000°
+C€00°
xC€00°
»CE00°
x» €00
xC€00°
xCE00°
$80CS00°
0052900°
YC18LO0
09200
09200
1898000°
0898000°
1898000°
991150’

0D seH 2 IO OpPUoOH

PI0ITY JO 93SSFT

(d9H)
VSN SZT g281650-0T1  08b

Aj[eA0y Jiseg  “ON 9SB¥] Sy

OJIXHAIN MEN "ALNNOD VA1
vadayv LIND dVINVITIVIN J100ddVD
Wdu LIGIHXH

%USUNYN $T 998
J-7€-9 ‘S-L1-L

TonjdiL9so( pue|

"ON 19€4L



‘TN SZ8L° 01 GZ6/' WIOIJ SISBIIOAP M SJIO ISSIA PUB ‘ZTI00" 03 8000° WOL} 19)Ied
[ STUR[ON - 8¥00° 01 Z€OO' WOIJ 9sBaIoul (, UB Ulim pasyreun) [e 1o saysny T A11od
JO SIO 2Yl “Z 29 1 "SON S$10B1], W01 paonpoid u3sq 3ArYy [I0 JO S[o1Ieq (00001 9V 910N

SLST

oyred “f SIuB[dIN 3000°
"ouy ‘IR Ieq x*C€00°
[romiuy T Kiregq «C€00°
SUYM SPEM 'H » €00’
SWeNIM "IN x €00
Siae 'O 'd xC€00°
soydny " A1rod «2€00°

UOSIFA] QLIO[TRA] Z$09200°
PYT 0D u0}SYS % SI00N ST18LO0
ISTULT, UOSIOAT '['] 2906£00°
S0IUOIA D Ayjo10(] JO 91eIsy 120€100°
ey suyof AoueN 00SL810°
JI0WSUA(] SUYOf YR 00SL810°
ISTUL, SOAIATOIU] 9[QBO0AY UOSISA] (] [[oMaf 120€100°
U] ‘Ivd 0¥£+000°
UOSI9A] S PIeUO(] 1$€$000°
*0U] ‘IIT UOSISA] 0vE¥000°
(1IN SZ6L°) IS, [RISUTIA JAN UOSPNH 80LZYHO’ (d€H) YISYAS “yT 998
%001"°0D TIO ISSIM SUL ueunyd0q ‘A uyor 000SLE0° OO PIROUdMNY duueny vSsn so VLEYOCO-DT 091 H-2¢€-9 S-L1-L C

(TaN)
JUoWy pue IouM( 1AL

PI0JTY JO 93557 Aj[eA0y Jisey  ON 2S¢ Soioy

UonIdiiosa( pue’] "ON J9ei],



Jun) oy ur uopedpnred 948¢6/ b1
pUB S3I0B ()9/ [B10] UOIUM SpPUBRT [BISPI,] oIk € puUe 7 ‘I ‘SON SoRi], (©)

TAN ST9STSL' USYL ST [M S.JIO TSI
pue ‘GZ1" S Se3 UO [Y S} ‘A[UO [10 IO ST YS[1 Ui JO IY LEO" PateIs o4, (2)

TN $795658" 01 §T9G698" WOILY SISEAIIIP [M S[IO I9SIp pue
‘100" 01 8000" WO IsxIed " SIUBPW - 8H00" 03 ZEOO™ WO 9SBIIIUT
(x Ue yim payrewn) Je 19 soy3ny “J L1194 JO S[JO Y ‘€] pue Z1 g

¢/ ‘¢ "SON sel], woly peonpold ussq daey [10 JO S[a1Ieq 000°008 oWV (1) S910N
GLEVEGD'

IR [ SMRPN 8000°

U] “IejNIRY «2€00°

[remyuy T Aireg «ZE00"

S1YM Spem 'H «2€00°

SWRTIM "N «2E00°

siae 'O g xZ€00"

seydny "1 A118d 9TH0100°

uosdwoy], 'g Aeg YEEEL00"

s110q0Yy UA[oay ATy Z£80200°

Aqemo( ‘N sewref 2£80200°

Aqremo(q 9ouIg sereyd $€80700°

Sunung 'H 11990y L1¥0100°

Sunung yueiq Amg LIH0100°

(TN $795698°) IsuY, 1194 g AeD pue Y plaeqg 0SZ1€00°
%001"""0D TIO ISSIM SYL U] ‘sonedoy] Isomyinog SL89%S0" 0D wne[ons  sdid VSN LEO

(AN
JUNOWY pue UMD TM

PI093y JO 99559] [eAoy Jseq

VAANATS
(d9H) YUANUN €€ 998
108- AN 0Z1 q-€€-9 ‘S-L1-L €

*ON o58¥] Saloy TUONdLIosa(] pue’] -ON J98L],



(TN €6962LL7)
%001°°0D IO 18SIM 9L

(TAND
JANOWY PUE BUAQ 1A

TAN €69629L" 01
€6967LL" WIOI] S9SBAINOD M S[IO I9SIA PUB ‘TT00" 03 8000 WO} IoyIed [ SIUB[IIN

- 8400 01 Z€00' WoIj aseaoul (, ue YIm pasgrew) [e 19 saydny T L1194 JO SIHO

oIy} ‘9 pue ¢ ‘p "SON S1oRI], WOIJ paonpoid Tesq 9ABY [I0 JO S[oLIeq 0000LZ 19V 910N

10yIe] [ SIUB[SN

oujy ‘IeNIegqg

[romyry T ALreg

SHIM °PEM 'H

Sureritm. ‘I g

siaed "D 'd

soydny T A1194

1SN ], USIIBM

IS, USIIBAM UBI[I]

119Qre§ UBSNS BpUI]

IS0, BOIPION UelI]
uosuyof D "M

uosuyof eI,

uojsuygoyr ‘(g ueydaig
uoIsuyof 3095

If ‘uoisuyof "O'NW

TWOISULO[ BINBT

ISTULY, UOISUYO[ BIUISIIA BINRT]
ISTU], uoisuyof 'S Ie3pyH
1S, Av(q 1oURS

uolSuyof Ssoy Aa1pgor
UOISUYOf ‘AN UB[

uoISuyof - uopIor) pue ‘A PRIPIIA
1Sy, JuIAry If ‘woisuyor D) g PuB ] US[PH
uoisuyor 'S Iedpg

uosuyof T 'g Jo 91eisq

fe( '[ 1ouR(

I2WO0D UNIBA SULISUIRY
ue[yso) pIremoH

3}eId d uBd

Auedwo) wmsoneg sdimd

L0€0Z0T
8000
+C£00°
xC£00°
+C€00°
xC€00°
*C€00°
»C€00°
9€89000°
PPS8000°
$S80000°
SPS8000°
680L100°
0LS0000°
0LS0000°
6950000
§T6€700°
0181000°
S1.2000°
$1,2000°
P1.L2000°
$$80000°
v$18000°
LTL1ZT00
LILTZ00
0181000°
8901000°
0181000°
8901000°
8901000°
61L9¢10°
SL8IPSO

‘0D wmajonad sdiud

PI093Yy JO 99559 ]

NN ST

AIEAOY STeq

(dgn)
6222-4

KUNE g

091

SOV

S €T 098
g-2€-9 ‘S-L1-L

ToNdLiosI( pue |

ON 3981L,



TAN €69679L° 01
€696CLL° TIOI} S3SBAIOIP JM SJIO ISSIM PUB ‘Z[0Q" 01 8000 WO IoNIed [ SMIB[O
- 800" 01 TEOO" WOIY 958a10UT (, Ue WM parjrewr) e 19 saUSny "] A9 JO SPIO
3y} ‘9 pue ¢ ‘p "SON SIBIL], WOy padnpold useq 9aeY 10 JO S[aIIRq 000°0LZ JONY 910N

LOEOZO1*

IIed ‘[ SB[ 8000
Uy ‘IeNIeq «Z€00"
[lemjuy T Aureg «2€00°
MYM 9peM 'H «ZE00°
swel M WY «Z€00"
suued ‘O g «2€00°
soysny T Aued «Z€00°

ISNI], USIIRM 9€89000°

ISTLLY, UQLIRAN UBI[I] y¥S8000°

119qI9G uesng epury SC30000°

1STLY, BOIPIOIA URI[[I'] SPS8000°
uoIsuyof D "M 680L100°

UOISUYO[ 9981 0,50000

uojsuyor ‘(g uoydorg 0LS0000°
uoISuyof 1100§ 6950000

“If ‘wosuyof ‘O’ $T6E200°

uoIsuyo[ vIne 0181000

IS, UOISUyOf BIUISITA BINR] STLZ000°
IS, uojsuyor 'S Ie3py STLZ000°

sniy, Ae(g 1ouer $1LZ000°

uolsuyof ssoy AsIpaf ¥$80000°
uoIsuyof "M\ Suef vP18000°

UolSuyoy ) UOPIOL) pue ‘A USIP[IA LILTT00
JsnLy, BulAry “If ‘volsugofr "D pue ' US[OH LTLIZ00
uolsuygof ‘S Iedpg 0181000

uosugof T “H JO 21eisg 8901000

Ae(J [ 19URf 0181000

ISUIO)) UNIRIN SULISIRy] 8901000
uey3o) premoy 8901000°

A 8T 99
(RIN €6962LL) MRl "d ved  6LLIELO' . age) o TMSHABITS
%001°"0D TIQ I9SIM 9YT, Awedwo) wnajoned sdnmud SL89bSo" 0D wmaronad sdimyd AN ¢ 8yicd

RIND
Jutiowly pue JPUMQO IAL

Pi093Y JO 995591 feAcy oseg ON 9SeY] SoDy udonduoseq pue]  ON 19EIL




TIAN ST8L™ 01 STOHL™ WOIY SISBIIIIP JM S IO I9SIM
pue ‘SHz00" 03 S0ZOO™ WOy IyIed 'f SMUE[S]N - [IN 8600° 01 Z800" WOl
asearour (TYO S.JIO I9SIM 10U InQq) Te 19 ssydny "1 A119J JO SIO 242 €1
pue ZI ‘g ‘L ‘C "SON s10el], woiy paonpord ussq aaey s[a1req 000‘008 ¥V  (2)
‘uonierodio) wnsjoneg
eredeyz pue ‘oU] ‘SPIOLI [IO WILISOAN UOOMISQ PUE AQ [96] ‘O ounf TAN €L STIM SJIO 19sip ‘Pred st YO Io8rey siy) usym pouad jeqy Sutmg
parep yloq qusuaaidy SuneradQ s1joid 19N (1) pue dfeS JO 10enU0) "€€00° 03 S0Z00" WO IeyIed [ QMBI - ZELQ° 0 Z80( TWOIj 9SBIIOUL [€ 39
(1) urened Je Ul 10y papraoid se 930] 0)Z'S JO ydep € 0} soBITS oY) soySny T A1194 JO STYO 2y ‘Ajreqnung ses uo pue ‘Aep 1ad s[oireq op ueyl
woij uononpoid jo (pred a1e S[YO 1981 9y} JO [[B USYM 9%4GL) %ST' 18 o10w soSeIloae uononpoid uSYm Gzg(' 01 sesesrour Inqg ‘Aep 1od [[om Iod [10

30 % G¢ woliy s[qeded 1saxaqur sygoid 10U © sumo ouy IO usdse)  (g) 3O spa1rRq (o weyl ssof sederoae uondnpord usym GZIE0" ST IJO STO oSt (1) 1$910N

SZ80
I Ied [ SIUB[N S0200°
ouy RN TRy 2800°
[romyuy ] Alreq 7800°
UM 9PEM 'H 7800
SureIfiim ‘W A 2800°

sise@ "D 'd 28007 %N 0T 998

(TN SZ6L°) soygngy 1 A1rog 700" (d9H) AS 11 09

%001°0D TIO 19SIM UL fuedwo) 110 19SIM 94, czisor 00 wms[onad sdiyd NN STU 8vic-d 0v9 H-€6-d ‘S-LI-L L

TN STIE06L™ 03 STIE008

WI0IJ S9SBOIOAP M SJIO I9SIA PUB ‘T100° 03 8000" WOLy 1918 ‘ SMUB[dN - 800"

01 Z€00" woly aseanur (wnaons sdiyd 101 1nq) e 12 seydny 1 AL9d JO STYO
3y} ‘g pue ¢ ‘p 'SON SIoeI], woiy peonpoid uaq sArY [I0 JO S[RLIRG 000‘0LZ 1OV 910N

SL89vL0°
IayIed [ STUB[IN 8000
ouy ‘IR IRg 7e00°
[emjny T Areq Z€00°
UM 2PEM 'H 2800
swenm WA Z€00°
sued "D ‘g 200"
(AN SZ1£008°) soy3ny " A1rog z€00° (dgH) %N LT 098
%001"°0D IO I19SIM YL Auedwo) wnsjoneg sdiyd SL89YSO" 0o wmejoneq sdiiyd NN SZ1° 8p1Z-d 0Z¢ q-€6-¥ ‘S-L1-L 9

TaN)
JUNOUrY pue ISuMQ 1AL

pI009y JO 9asso] AJ[eA0Yy Jrseyq "ON 958] S0y UONALIdsSa(] puv] ON Joeil,



SLBIVLO

193] [ STUE[dN 8000
ouy ‘repIeg Z€00°
[remuy T Aureg Z€00°
OMYM SPeM ‘H €00
swenrm W o Z£00°
st O g Z€00°
(1N SZ1£008") Soy3ny ] A1194 2€00° . (dgH)
%00T"0D [0 T3S SYL fuedwod wmsjonog sdiyug  g/gopspr 0O WNOIONSd SdUIUd AN STl svicd
TIN STI£06L" 01 SZIE008" WO} SISBAIISP
IM SdIO I9SIA\ PUR ‘L£67Z00° OF L£68T00° WOL Ia3Ied ‘[ SWUBIA - L1600 01
SLSL00" woy oseardur ([YO S.JIO ISSI 10U Inq) [ 10 saydny T L1194 JO S[HO 2y}
‘CT pue Z1 ‘g ‘L ‘¢ "SON swei], woij paonpoid ussq sary [10 JO S[a1IRG (000008 IOV 910N
SL89PLY
IoYIR] "f SIUBR[OA LE68T00°
U] ‘IRIBg SLSLOO
[lemuny ] Aueg SLSLOO'
UM 9PeM 'H SLSLOO
SWerIM N SLSLOO
smed "D 'd SLSLOO"
(PN STI£008") soydny 1 A1ed SLSLOO" (dgn)
%00T""0D TIO I9SIA\ YL Auedwo) 110 IS SUL 8EYELTO" 0D wmejonad sdiiyd NN SZT° 81 Z-d

(TAN)

IMSYIMS 61 98
ov J-€€-d S-LI-L

YiMSAdS
7iMSYIN
AISYN 61 938

009 q-€€-d ‘S-LI-L

P09y JO 995591 AJ[eAcYy JISeqg  “ON 9sed|

JUNIOWY pUe J9UMQ M

Sody UonNdmosa( puvl

8

KUNEELANA



TIAN €959008L" 03 £€959006L" WO SISBIIIIP JM SJIO IOSIM pue

6980100’
SLY61vO0
SLY69500°
SLY61v00
SLY61$00°
SLY6T00
SLYYY900°
SLEOO
SLEOO
8ETO
S1000°
SP000
9000’

(1IN £959006L°)
9%001°°0D [IO 19SIA UL

TAN)
TIMOWY PUuE BUA0 1A

IayIed “f STUB[ON

ouy ‘rejnreq

[emyny T ALreq

1M °PeM 'H
SUrelIM ‘"IN
Siae D 'd

souydny T A1rog
¥2I0pal D 2usdng

‘ouj ‘syusurissauy depuyg
‘ou] ‘A81ouy opnr) sexa],
Aouurp "y preyory
11RO 9[B(J UMPH
19DMOID) T US[eY

:1m-01 ‘sofejuediad Fuimofjo]
9} 0] 9SBAIOUL [[BYUS [IQ I3SIA\ pue wnajonzd sdiyd 1dsoxs SISumo [[2 JO SO
9y} ‘11 pue (] "SON SI0BI], woJj paonpoid ussq ARy [10 JO S[oI1Ieq (OQ‘ST] IOV :9ION

IoNIed ‘[ SIUBR[OA

ouy ‘IepNleq

[romiuy 1 Aireg

SUUM °PBM 'H
SwelIM W™

siae ‘D 'd

soydny 1 A1rag
YoI0pol] ) sudnyg

ou] ‘syjuswriseauy depuyg
Uy ‘A3Isug opiI) Sexol
AOUuEBA "V pIeyory
ISUEDIN ST Umpy
19pMoID) T US[oY
Auedwo)) 10O IS UL
Auedwo) wneronsy sdnmmud

LEVEOGYED

69866000

SLY66£00°
SLY66¥00°
SLY66£00°
SLY66£00°
SLY66£00°
SLY6PS00°
00005200’
00005200
00002600°
00001000
0000€000°
0000%000°
8Y1LIYTI0
00000020

‘0D wneone sdid

PI03IY jO 99SS¥]

N §2I°

AI[eAoy Jiseyq

‘A MSPAHS

‘YA MNYAES
YUMUAMTT 928
(dgH) %S0T 998
8v1Z-9 09$ H-€€-9 ‘S-L1-L

0N 35¢9] Soloy  UONdLIoSo(] puv]

01

"ON J9BIL



TIN €959008L" 01 £959006L" WOIJ S35BIIISP [M SJIO I9SIM pue

698+0100°
SLY61+00°
SLY69500°
SLY6100°
SLY61+00°
SLY61v00°
SLYYY900°

Iayred 'f SB[

ouy ‘repIeq

[rominry - Aireg
NUM SPeM 'H
SwrerIm N

Siae@ 'O 'd

soy8ny " A1194g

Yo10paly D susdng

‘ouj ‘sjueunysaauf depHuyg
ouy ‘A819ug 9pnI) sexd],
Aouuep "y preyory
I91IRDON oR(T UIMpH
I9pMOID) T US[OH

1Im-01 ‘safeiusdrad Juimorjog

3y} 03 9seaIdul [[YS [IO ISSIA\ pue wnofonad sdifigq 1desxa S1aumo J[e Jo SO
a1y} ‘I pue (] 'SON S1oBI], WO paonpold ussq daey 10 JO S[oIIRq (Q0‘SZI ISV :9ION

(£959006L")
%001°"0D TIO I9SIM YL

(QIN)
Junouly pue JouA() 1AL

LEYE6Y80

I9jIed °f MBI 69866000

U] ‘reNIeq SLY66£00°

emny T Areg  SL166100°

9NYM SPBM 'H SLY66£00°
SUreriim "I SLY66£00°

sued "D 'd SLY66£00°

SoUSnH T Ad  SLY6YS00"
yoI10paly D susdng 0000500’

U] ‘sjuewnisaau] depuyg 00005200°
ouj ‘A31oug Spnrd sexal, 00002600
AouueA 'V PIBYIIY 00001000
IO ded Umpyg 0000€000°
I9pMOID) T USOH 0000¥000°
Awedwo) 10O I9SIA 4L 81L9%220°
Awedwo) wnajored sdimudg 00000020°

‘00 wnaonsg sdifiiud

PI039Y JO 39559

N S¢T

K[eacy o1sed

(dgH)
62229

ON 958

oy

S0y

AHNYAEN 62 998
H-€€-9 ‘S-LI-L

TONALIDSa(] pue’]

11

0N PeL],



Irun) oy ut sonedonred 94790768
pue $aI0B ()04‘C [BI103 YoIym SpueT 91el1§ aIe ¢] ydnoiyl 4 'SoN swer],  (7)

TAN SZI€06L 01 SZTIE008" WO} SASBIIOIP [M SJIO ISSIM PUe ‘2100 O3
8000° WOy Io)Ied “f SIUBR[O - 800" 01 ZEO0" WO} 9seanul (WNI[01d]
sdijiiyd 10U Q) B 19 ‘saydny 7 A119d Jo SIJO Y1 ‘€] pue ZI ‘g

‘, ‘¢ 'SON S1o1], WOI] padnpord udsq 9ABY [I0 JO S[oIIeq 000‘008 PNV (1) SOI0N
I3Ied ‘[ SruB[dN 3000°
Uy ‘TejNIRg Z€00°
[romiry “J Aueq 700
AMMYM Spem H ZE00°
SWeNIM "N Z£00°
siae( D g €00
(1IN STI£008°) soy3nyy 1 A11og Z€00° (ddH)
%001 0D TIO ISSIA dU], fuedwio)y umaonsg sdiiyg c/89pcyr 00 WNAOnag sdimuyg NN SZT° 622Z-9
"TIN SZIE06L" 0} STIE008”
EO.G S9SBaIooD IM m,EO uowwa @Em .NHOO. (02} wooo. EO.@ Iayied .H OMCN_QE - wvoo. 0]
Z€00° woly asearour (wnajonad sdijryd 10u ng) 1e 19 seydny 1 A11od jo STJO 23
‘€T pue 71 ‘g ‘L ‘€ "SON S10BI], WOI] pad1npo1d usaq 9ABY [10 JO S[OIIBQ 000008 ISV (910N
SL89PLO0"
193Ied [ STUB[PW S000°
U] ‘TR TRy 7£00°
[romuy T Aureg Z£00°
AMUM PeM 'H €00
SWenm WY Z£00°
sue@ ‘D 'd Z£00"
(IYN S21£008°) sougny "1 Ared Z£00" (dgH)
%001""0D IO ISSIM 9Y]J, fuedwo) wnsjoneg sdimyd SL89YSO" 00 mmsjoneg sdiyd AN STU 6222-4

TTAN)
Aoy pue HBUAD 1A ATeA0Y SUIPIL940 PI0I3Y J0 335571 T[escy o1Seg 0N 95691

7iMS7IMN -LT 998

0y d-€€-¥ ‘S-L1-1L
YIHNYIMS
“HS YM ‘8T 998
0zs d-€€-d ‘S-LI-L
S50y  UONALIdSa(] pue]

¢l

4!

0N LT,



Tract No.

W 00 N N R W N e

[ I
W N = O

CAPROCK MALJAMAR UNIT AREA
LEA COUNTY, NEW MEXICO

Acres

480
160
120
160
480
320
640
600

40
560

40
520

4,160

EXHIBIT "C"

WI Owner and Amount

The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%
The Wiser Oil Co.....100%

Tract Participation

7.5128%
4.2132%
3.0678%
2.4691%
11.0851%
8.9201%
21.4679%
12.9282%
0.1922%
11.1722%
0.5431%
16.0091%

0.4192%
100.0000%



In Exhibit "B" attached
Tracts within

SECTION 13. TRACT PARTICIPATION.

hereto there are listed and numbered the various
set forth opposite each Tract are
during Unit Operations
The

the Unit Area, and figures

represent the Tract Participation,
the Unit Area qualify as provided herein.
shown in Exhibit "B" was

which
if all Tracts in
Tract Participation of each Tract as
determined in accordance with the following formula:

Tract Participation = 35% A/B + 35% C/D + 30% E/F

the number of Useable Wells on each Tract.

A:
B = the total number of Useable Wells within the Unit Area.
C = the Tract Cumulative 01l Production from the Unitized

Formation as of 1 January 1993,

D = the Unit Total Cumulative Q0il Production from the

Unitized Formation as of 1 January 1993.

the volume of 0il Produced from the Unitized Formation

x|

by Tract from 1 January 1992 to 1 January 1993.

F = the volume of 0il Produced from the Unitized Formation

by all Unit Tracts from 1 January 1992 to 1 January 1993.

In the event less than all Tracts are qualified on the Effective

Date hereof, the Tract Participation shall be calculated on the

basis of all such qualified Tracts rather than all Tracts in the

Unit Area.

/
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Roswell District Office

] 1717 West Scecond Street
;{!\]l‘ll{‘l‘l{ll\” Roswell, New Mexico BR201-2014
NMNM91009X

3180 (06557)

JAN 2 4 1994

Quality Production Corporation
Attention: Mr. R. M. Williams
P. 0. Box 250

Hobbs, NM 88241

Gentlemen:

Your application of December 22, 1993, filed with the BLM on behalf of
The Wiser 0il Company, requests the designation of the Caprock Maljamar Unit
area, embracing 4160.00 acres, more or less, Lea County, New Mexico, as

logically subject to secondary operations under the unitization provisions of
the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 43 CFR 3180, the land requested as outlined
on your plat marked Exhibit A, The Wiser 0Oil Company, Caprock Maljamar Unit,
Lea County, New Mexico, is hereby designated as a logical unit area for the
purpose of conducting secondary recovery operations and has been assigned

No. NMNM®1009X. This designation is valid for a period of one year from the
date of this letter.

Waterflooding will be limited to the Grayburg/San Andres interval.

Your basis for allocation of unitized substances is acceptable. Although you
did not submit a form of Unit Agreement, you have stated that you will be
using the standard form of Unit Agreement with a minimum of changes.

Corrections that need to be made to the enclosed Exhibits A and B are marked
in red.

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

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

When the executed agreement is transmitted to the BLM for final approval,
include the latest status of all acreage. 1In preparation of Exhibits "A" and
"B", follow closely the format of the sample exhibits attached to the reprint
of the aforementioned form. You will also need to submit an Initian Plan of

Operation.

OlL. CONSERVATICH i

EXHIBIT NO.

/109 30
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Inasmuch as this unit agreement involves State land, we are sending a copy of
the letter to the Commissioner of Public Lands. Please contact the State of
New Mexico before soliciting joinders regardless of prior contacts or
clearances from the state.

Sincerely,

/ 7 ]
:—/7]5'7 L7—\ / % (7 7‘1 g0 )

Tony L. Ferguson
Assistant District Manager,
Minerals

2 Enclosures



State of Nefo Mexico

- - - ~
mmissioner of Public -(lﬁzmhﬁ :
RAY POWELL, M.S,, D.V.M. QIU 1551 ﬁ . &05) 827 sg;,g?m
COMMISSIONER 310 OLD SANTA FE TRAIL P.O. BOX 1148 {505)

SANTA FE, NEW MEXICO 87504-1148
January 28, 1994

Rodey, Dickason, Sloan, Akin & Robb, P.A.
P.0. Box 1357
Santa Fe, New Mexico 87504-1357

Attn: Mr. Paul A. Cooter

Re: Request for Preliminary Approval
Caprock Maljamar Unit
Lea County, New Mexico

Dear Mr. Cooter:

This office has reviewed the unexecuted copy of unit agreement
for the proposed Caprock Maljamar Unit, Lea County, New Mexico
which vyou have submitted on behalf of Quality Production
Company. This agreement meets the general requirements of the
Commissioner of Public Lands and has this date granted you
preliminary approval as to form and content.

According to your application, it is our understanding that the
total makeup water requirements are estimated to be
approximately 14 million barrels over the 1life of the project.
Our preliminary approval is given with the condition that not
more than 14 million barrels of fresh water makeup be used in
the waterflood.

Preliminary approval shall not be construed to mean final
approval of this agreement in any way and will not extend any

short term leases until final approval and an effective date
are given.

When submitting your agreement for final approval, please
submit the following:

1. Application for final approval by the Commissioner
identifying the tracts that have been committed and
the tracts that have not been committed.

2. The filing fee in the amount of ¢330 00—THE fiTing
fee for a unit agreement is thirty (S$SSERCRE EXAMBER GowrNACH

. rti . g ' )
every section or partial section ere%ﬁ_coNSERVAﬂONiNVfHOH

EXHIBIT NOw — L

10930

- RS TN

3. Two copies of the Unit Agreement.

CASE NO.




Rodey, Dickason, Sloan, Akin & Robb, P.A.

January
Page 2

10.

11.

28, 1994

Two sets of ratifications from Lessees of Record and
Working Interest Owners. All signatures should be
acknowledged before a notary. One set of ratifications
must contain original signatures.

Initial Plan of Operation.

Order of the New Mexico 0il Conservation Division. Our
approval will be conditioned upon subsequent favorable
approval by the New Mexico 0il Conservation Division and

the Bureau of Land Management.

A copy of the Unit Operating Agreement.

A Certificate of Determination from the Bureau of Land

Management.

On Exhibits "A" and "B" please identify the Lessee of
Record for each tract.

Please date the unit agreement.

The termination of the Mal-Gra Unit pursuant to Article
22(c) of the unit agreement.

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

Very truly yours,

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

BY: S

FLOYD O.
0il/Gas

&ikdg\hdvg4~\‘—~—

RANDO, Director
and Minerals Division

(505) 827-5744
RBP/FOP/pm
cc: Reader File
BLM
OCDh



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

IN THE MATTER OF THE APPLICATION OF
THE WISER OIL COMPANY FOR STATUTORY
UNITIZATION, LEA COUNTY, NEW MEXICO.
CASE NO. 10930

AFFIDAVIT OF MAILING

Paul A. Cooter being duly sworn stated that on February 9, 1994, copies of the
referenced Application and the proposed Unit Agreement were mailed by certified mail,
return receipt requested, to the persons identified on Exhibit "A" attached hereto, in
compliance with the rules and regulations of the Oil Conservation Division.

RODEY, DICKASON SLOAN, AKIN & ROBB, P.A.

. /’j /c;;:::"‘“)

PR e
£5 ey s
e

j:;—’/’f'/"'// T

Paul A. Cooter

Post Office Box 1357

Santa Fe, New Mexico 87504-1357
(505) 984-0100

STATE OF NEW MEXICO )
)ss.
County of Santa Fe )

SUBSCRIBED AND SWORN to before me this [S‘_ day of March, 1994, by Paul
A. Cooter.

N
o

, fucm M :
‘/

My Commission Expires: Notary

! \]

Ofaiu
/A2 YRS

1354 | -
BEFORE EXAMINER CATANACH
OlL CONSERVATION DIVISION
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Laura Virginia Johnston Trust
P.O. Box 3447
Longview, TX 75606

Iverson III, Inc.
4501 East 31st Street
Tulsa, OK 74135

Donald Iverson
1021 East 41st St. #3
Tulsa, OK 74015

James M. Dowaliby, Jr.
535 Townsend Ave.
New Haven, CT 06512

Jeffrey Ross Johnston
P.O. Box 2015
Gardnerville, NV 89410

Stephen D. Johnston
1718 S. Jentilly Ln. #118
Tempe, AZ 85281

Helen M. and E.C. Johnston, Jr.
P.O. Box 1112
Longview, TX 75606

M.O. Johnston, Jr.
396 Saddlehorn Road
Sedona, AZ 86336-7409

Moore and Shelton Company, Ltd.

P.O. Box 3070
Galveston, TX 77552

Nationsbank Trustee u/w/o
P.O. Drawer 848703
Dallas, TX 75284-8703

EXHIBIT "A"

Dan P. Black
P.O. Box 174
Midland, TX 79702

Betty B. Thompson
515 Ikard
Henrietta, TX 76365

Vida L. Johnston

to Ruth Joyce Taylor
7413 Camelback Drive
Shreveport, LA 71105

Howard Coghlan
P.O. Box 2665
Longview, TX 75606

Mildred M. & Gordon C. Johnston
P.O. Box 3446
Longview, TX 75606

Janet Day Trust u/w/o

J. Glenn Johnston, Dec’d.
P.O. Box 3447

Longview, TX 75606

Martha Johns Densmore
0470 Stagecoach Ln.
Carbondale, CO 81623

Katherine Martin Comer
Route 5, Box 66A
Longview, TX 75601

Janet J. Day
1115 Yates Dr.
Longview, TX 75601

Nancy Johns Kent
2592 Woodley Road
Montgomery, AL 36111



The Lillian Warren Trust
Warren C. Johnston, Trustee
P.O. Box 71329

Reno, NV 89570-1329

David H. and Gay B. Bell Trust
3117 W. 79th St.
Prairie Village, Kansas 66208

Scott Johnston
2395 Millbrae
Orange, CA 92665

Hudson NM Mineral Trust
616 Texas Street
Fort Worth, TX 76102-4612

Ms. Jane W. Johnston
P.O. Box 3447
Longview, TX 75606

Peter C. Iverson and
Alvin N. Iverson
2421 E. Skelly Drive
Tulsa, OK 74105

Mary Evelyn Roberts
1111 N. Penn
Roswell, NM 88201

John W. Bockman
P.O. Box 721006
Corpus Christi, TX 78472-1006

Richard R. Sullivan
2421 E. Skelly Drive
Tulsa, OK 74105

Billy Frank Bunting
3713 Maple
Odessa, TX 79762

W.C. Johnston
P.O. Box 71329
Reno, NV 89570-1329

Edgar S. Johnston
P.O. Box 3447
Longview, TX 75606

Lillian Mordica Trust
M.O. Johnston, Jr. Trustee
396 Saddlehorn Road
Sedona, AZ 86351

Trace Johnston
P.O. Box 89
Mountain Center, CA 92361

Robert H. Bunting
515 N. Bridge
Henrietta, TX 76365

Mr. Dale McCarter
P.O. Box 2359
Midland, TX 79702

Charles Brice Dowaliby
211 W. Tilden
Roswell, NM 88201

Linda Susan Seibert
7579 Whimbleton Way
Reno, NV 89511

Marjorie Iverson
P.O. Box 10508
Midland, TX 79702

PAI Incorporated

c¢/o Paul D. Iverson, Jr.
243 Walnut St.

Newport Beach, CA 92663
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Waterflood Redevelopment Study
Wiser Oil Company
Pennzoil-Maljamar Project
Lea County, New Mexico



T. SCCTT HICKWAN & ASSCLIATES. INC.

P E T RO L E UM EN Gt N EERS

December 31, 1992

The Wiser Oil Company
8115 Preston Road, Suite 400
Dallas, Texas 75225

Attention: Mr. Marlan R. Thompson
Gentlemen:

Re: Pennzoil-Maljamar Project
Lea County, New Mexico

In accordance with Mr. Thompson's request, we have prepared a waterflood
redevelopment study for a group of five properties, referred to as the Pennzoil-Maljamar
Project, in Lea County, New Mexico. Infill drilling on 20 acre well spacing and injection
expansion on S-spot patterns is recommended. This plan will require the drilling of 59
producers and 11 injection wells, conversion of 40 wells to injection, return of 35 injectors
to active status and the construction of various associated facilities. Economic projections
indicate that a capital investment of $23,085M, exclusive of acquisition costs, will
generate a 46 % annualized rate of return and a 3.7 year payout for the working interest
participants. The results of this study are discussed in the attached report as outlined in
the Table of Contents.

Net oil and gas reserves are estimated quantities of crude oil, natural gas and
natural gas liquid attributed to the composite revenue interests being evaluated after
deduction of royalty and/or overriding royalty interests. Future net revenue was adjusted
for capital expenditures, operating costs, interest reversions, ad valorem taxes and
wellhead taxes, but no consideration was given to Federal income taxes or any
encumbrances that might exist against the evaluated interests. Present worth future net
revenue shows the time value of money at certain discount rates, but does not represent
our estimate of fair market value.

The classification of non-producing reserves as Proved Undeveloped is dependent
upon implementation of the plan as recommended by this report. The Proved
Undeveloped classification is also contingent upon representation by Wiser that the project

550 WEST TEXAS. SUITE 950
TWO FIRST CITY CENTER
MIDLAND. TEXAS 79701

nve 1 o Lans



will receive financing and proceed ahead in a timely manner. Any prolonged delays in
execution of this project in the manner prescribed by this report could lead to a
reclassification of these reserves.

Reserves were determined using industry-accepted methods including
extrapolation of established performance trends, volumetric calculations, and analogy to
similar producing zones. The basis for the reserve determinations are presented in the
attached report. Where applicable, the evaluator's own experience was used to check the
reasonableness of the results.

In the preparation of this report, we have reviewed for reasonableness, but
accepted without independent verification information furnished by Wiser Oil Company
with respect to interest factors, current prices, operating costs, and various other data.
Production and injection data were obtained from commercial sources and public record.
The pricing and discount rate were applied at the direction of the client. The use of
assumed rather than existing economic parameters affects both the cash flow projections
by the difference in prices and expenses and also the reserve volumes by changing the
economic limit at which production is terminated. The assumed pricing also has a major
effect on the economic viability of non-developed potential and hence the volume of
reserves that can be assigned to the non-producing categories.

We are qualified to perform engineering evaluations and do not claim any expertise
in accounting, legal or environmental matters. As is customary in the profession, no field
inspection was made of the properties nor have we verified that all operations are in
compliance with any states and/or Federal conservation, pricing and environmental
regulations that apply to them.

This study was performed using industry-accepted principles of engineering and
evaluation that are predicated on established scientific concepts. However, the application
of such principles involves extensive judgment and assumptions and is subject to changes
in performance data, existing technical knowledge, economic conditions and/or statutory
provisions. Consequently, our reserve estimates are furnished with the understanding that
some revisions will probably be required in the future, particularly on new wells with little
production history and for reserve categories other than Proved Developed Producing.
Unless otherwise noted, we have based our reserve projections on current operating
methods and well densities.

This report is solely for the information of and the assistance to Wiser Oil
Company and their investors in evaluating the secondary potential for the Pennzoil-
Maljamar project and is not to be used, circulated, quoted or otherwise referred to for any



other purpose without the express written consent of the undersigned except as required
by law. Persons other than those to whom this report is addressed shall not be entitled to
rely upon the report unless it is accompanied by such consent. Data utilized in this report
will be maintained in our files and are available for your use.

Yours very truly,
T. SCOTT HICKMAN & ASSOC,, INC.
C. Don Hunter, P. E.

gbh
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DISCUSSION

INTRODUCTION

The Wiser Oil Company Pennzoil-Maljamar Project is a proposed unit to be
comprised of five separate entities: the Mal-Gra Unit, Zapata Western state, Pennzoil-
Maljamar project, Murphy Baxter and Johns "A" & "B" leases. These properties were
acquired by Wiser Oil Company (Wiser) for the purpose of waterflood development
through 20-acre infill drilling and reestablishing of injection. Quality Production
Corporation (QPC) will operate these properties for Wiser. These leases are active
waterflood projects in the Maljamar (Grayburg-San Andres) Field, Lea County, New
Mexico approximately 21 miles southwest of Lovington and 35 miles northwest of Hobbs,
New Mexico. For purposes of this report, this proposed project will be referred to as the
Pennzoil-Maljamar Unit (PMU). The PMU produces from the Permian age Grayburg and
San Andres formations at a depth of approximately 4300'. Forty-acre development began
in 1942 but the major portion of the PMU area was drilled during the late 1950's and early
1960's.

Ultimate primary recovery has totaled 4,601 MB from 109 wells. Out of a total of
63 producers and 46 injectors in the PMU, 39 producers and 16 injectors are still active.
June 1992 oil rate was 289 BOPD or 7.4 BOPD/well. Cumulative oil production as of
July 1, 1992 was 10,180 MB. Remaining reserves under current mode of operations are
estimated at 636 MB giving an ultimate recovery of 10,879 MB, which is 21 % of the
estimated original oil-in-place. Ultimate secondary to primary ratio is 1.36.

While response to injection has been satisfactory in isolated areas, overall project
performance is generally characterized by inefficient injection and inadequate coverage on
40-acre spacing due to completion practices and reservoir heterogeneity.

The objectives of this study were to (1) estimate original-oil-in-place (OOIP), (2)
analyze primary and secondary performance, (3) estimate remaining reserves and potential
and (4) conduct a feasibility study for redevelopment through 20-acre infill drilling and
waterflood expansion.

CONCLUSIONS

1. The PMU produces from a highly cyclic sequence of dolomitic sands with
productive limits controlled primanly by stratigraphic factors.

2. The preliminary estimate of OOIP is 52 MMB.

3. Ultimate primary recovery is estimated at 4,601 MB or 8.9% of OOIP.



4. Water ijection on 80-acre 5-spot patterns has generally proved to be

inefficient. Ultimate recovery under current operations is projected to be only
21% of OOIP.

5. An estimated 6,824 MB of additional reserves are projected for an infill drilling
and waterflood redevelopment project, increasing total recovery to 34%.

6. An investment of $23,085M, exclusive of acquisition cost, is projected to
generate a 46% annualized rate of return and a 3.7 year payout.

RECOMMENDATIONS

1. Proceed with 20-acre infill drilling and re-establishment of water injection on
40-acre, 5-spot patterns in a phased procedure as outlined in this report.

2. Refine the development plans as additional petrophysical, technical and
performance data becomes available through infill drilling.

3. Set up a program to monitor waterflood performance on an ongoing basis.

GEOLOGY

The Maljamar (Grayburg-San Andres) Field is located in the south central portion
of the Northwest Shelf in northwestern Lea County, New Mexico. The discovery well for
the field, the Maljamar Baish No. 1 in Sec. 21, T17S, R32E, was drilled during 1926 and
was the first discovery of oil in Lea County, New Mexico. Figure 1 is a location plat
showing the location of the proposed Wiser Pennzoil-Maljamar Waterflood Unit (PMU)
within the field. The PMU is situated approximately 21 miles southwest of Lovington and
35 miles northwest of Hobbs, New Mexico. Production is from Grayburg dolomitic sands
and Vacuum and Lovington members of the San Andres formation from a gross unitized
interval of approximately 500" at a depth of 4300". Figure 2 is a type log for the field
which was prepared for this study by Edward J. Matchus, consulting geologist for Wiser.

The project area lies along the eastern edge of an east-west trending anticlinal
feature. Figure 3 is a structure map contoured on top of the San Andres formation that
shows low relief throughout most of the project area but considerable relief along the
basinward south portion of the Maljamar Unit in sections 28 and 33, T17S-R33E. The
area of greatest gross deposition thickness is primarily along this southeastern edge of the
project area but other areas of relatively thick depositional thickness occur randomly
throughout the project area. Structure is considered to have a bearing on the trapping
mechanism, however, stratigraphy is the dominant factor in defining productive limits.
The determination of depositional environment was beyond the scope of this study. The
PMU area wells produced very little water during primary depletion. There is no evidence
of an oil-water contact. Solution gas drive was the primary recovery mechanism.



VOLUMETRIC DETERMINATIONS

Core data and well logs were utilized for determination of reservoir parameters,
but the quantitative data coverage is limited and may not be fully representative of the
total project area. Core analyses from 22 wells were available for analysis. Quantitative
porosity logs, either acoustic or compensated neutron-formation density logs, were
available for five wells within the PMU area.

Lithologic description from cored wells indicate that the Grayburg and San Andres
formations consists predominately of alternating beds of silty to sandy dolomite and fine to
very fine grained, well sorted sandstones with fair to good porosity. Core permeability is
highly variable, generally ranging from 0.1 to 20 md. Samples with permeability as high as
1088 md. in several Vacuum cored intervals were reported to be fractured. Core
porosities ranged from 6 to 25 % with an average of 11.4 %. Figures 4 and 5 are East-
West and North-South log cross-sections, respectively, across the project showing the
multizone nature of the reservoir. A number of project wells have not penetrated either
the Vacuum or Lovington sands, which are significant contributors to production. The
Vacuum zone is a dolomite interval within the upper portion of the San Andres formation
which is generally productive where completed in the study area. The Vacuum zone may
not have the area extent of the Premier. The Vacuum is not a major waterflood candidate
due to apparent fracturing, but could significantly contribute to overall production. Wiser
has recently completed the Mal-Gra Unit Well No. B-7 in the Vacuum zone and,
according to QPC, has resulted in increased production rate of 60 BOPD.

Net pay criteria was based on a porosity cutoff of 6%. Figure 6 is the estimated
net pay thickness isopach which should be considered a preliminary interpretation, subject
to revision from quantitative well logs and additional cores to be secured from the planned
development program. Water saturations were determined from log analyses and an
average irreducible water saturation of 35% was utilized for volumetric calculations. A
residual oil saturation of 30%, as reported for the adjoining Conoco MCA Unit, was
utilized in mobile oil calculations. An initial formation volume factor of 1.24 was derived
from PVT correlations for stock tank crude of 350 API, estimated solution gas-oil ratio of
500 SCF/BBL and estimated initial bottom-hole pressure of 1900 psig. The OOIP was
calculated to be 51,898 MB (Tables 1 and 2).

PRIMARY PERFORMANCE

The Maljamar Grayburg-San Andres Field was discovered in 1926 and
development was extended to the PMU area during 1942. The major portion of the PMU
area was developed during the late 1950's and early 1960's. Ultimate primary oil recovery
was determined from individual well decline curve analyses to be 4,601 MB or an average
of 42 MB/well for 109 wells. Primary recovery for the total Unit is 8.9% of the calculated
OOIP. Figure 7 is the iso-primary recovery map which shows general agreement with the
net pay isopach.



Gas production data is incomplete during early field history. Initial potential tests
suggests original GOR's on the order of 400-600 SCEF/BBL. Pressure data was not
available, and with gas production data incomplete, the determination of OOIP from
material balance calculations was not possible.

The effects of reservoir heterogeneity have probably been compounded by
inefficient completion procedures. An overview of well logs and completion methods
have indicated that not all of the net pay was opened or adequately treated in every well.
As a result, the reservoir was not being efficiently drained on 40-acre spacing in many
areas and this contributed to the relatively low primary recoveries.

SECONDARY PERFORMANCE

The Wiser Oil Company Pennzoil-Maljamar Project is a proposed unit to be
comprised of five separate entities: the Mal-Gra Unit, Zapata Western state, Pennzoil
Maljamar, Murphy Baxter and Johns "A" & "B" leases. Figure 1 is a plat showing the
relative location of these properties. These properties were acquired by Wiser Oil
Company (Wiser) for the purpose of waterflood redevelopment and pattern realignment
through 20-acre infill drilling and reestablishing of injection. Waterflooding was initiated
on the five subject properties during the early 1960's as 80-acre 5-spot waterfloods.
However, the Murphy-Baxter lease has not been fully developed on 80-acre S-spot
patterns. During peak operation, the composite projects contained 63 producers and 46
injectors of which 39 producers and 16 injectors are still active. Figure 8 is a current well
status map which shows producing and injection rates for each of the project and
perimeter offset wells as of July 1, 1992. Initial water injection commenced during the
early 1960's. By 1980 most of the projects had reduced injection by shutting in injectors.
As shown by Table 1, current injection is limited primarily to produced water reinjection
with minimal makeup water injection.

The reason for the premature shut-in of injection in the PMU area wells is probably
due in part to injectivity problems. Makeup water source for the PMU is the Ogallala
aquifer, which is the source for most of the waterflood projects in this field. Accepted
field practice is to maintain a deoxygenated makeup water system and/or periodically
stimulate injectors with Calcium Sulfate-Calcium Carbonate scale converter acid
treatments. Injectivity may not have been maintained in the PMU properties.

Production performance was adversely affected in each of the individual
waterflood projects comprising the PMU project by the reduced injection volumes after
1980. However, in spite of overall under injection and inefficient patterns , waterflood
response has been good within certain areas of the Project leases. Figure 9 is the
cumulative oil production map which shows relatively high oil recoveries for some of the
patterns. Table 1 shows a wide variation of Secondary:Primary ratios for each of the
leases, which implies reservoir rock heterogenity and/or operational differences under each
of the respective operators. The adverse affect of reduced injection is evidenced by
decline in oil rates on the rate-time performance curves, Figures 10 through 14. Figure 15
is a map which shows pertinent waterflood performance parameters for the PMU 80-acre



patterns. The patterns with the most efficient waterflood performance are evident by
relatively high Seconday:Primary ratios and Injection: Withdrawals in the 1.5 to 2.0 range.
The patterns with relatively high remaining mobile oil saturation generally coincide with
relatively high primary oil recoveries and net pay thickness. The PMU overall injection-
withdrawals ratio of 1.17 (Table 1) is significantly lower than is normal for mature
waterfloods and is indicative of under injection. The negative effects of reservoir
heterogeneity have been compounded by failure to maintain productivity/injectivity due to
minimal workovers during the past 10 to 15 years of operation. This workover history
was confirmed for the Mal-Gra, Zapata-Western, and Pennzoil-Maljamar projects by
detailed review of operator's well files. Well files were not available to the evaluator for
review of the Murphy-Baxter and Johns "A" and "B" projects.

Tables 3 through 7 are waterflood performance summaries for each of the five
projects. Declining Net Injection vs. Withdrawals for most of these projects since the
mid-1980's was generally accompanied by significant oil rate declines. The Johns project
has maintained relatively high injection, but at low oil rates, implying that injection may
not be confined to primary pay zones. The Murphy Baxter waterflood is not fully
developed on S-spot patterns and has a history of low injection volumes, with significant
reserve potential for redevelopment.

Five 20-acre infill producers, Murphy-Baxter State 9 and B-9, Johns A-6 and B-
13, and Zapata Western Well No. 17 have been drilled in the PMU. Although no
additional wells were converted to injection to provide injection support, several of these
infill wells have been strong producers. The Zapata Western State Well No.17 has
produced 88 MB and should have significant reserves under the proposed plan. In
contrast, the Conoco MCA Unit has drilled 100 20-acre infill wells, eight of which were
drilled in Section 25 bordering the Johns leases. These eight MCA wells have recovered
an average of 167 MB/well as injection supported producers. The significantly higher
recoveries for the MCA Unit wells stresses the importance of injection support from
confined patterns on 20-acre well spacing.

A cumulative total of 10,180 MB have been produced from the PMU wells as of
July 1,1992. During June 1992, the PMU produced at a rate of 289 BOPD and 97 MCFD
from 39 producers.(Table 1). Proved Developed Producing oil reserves as of December
1, 1992 are estimated at 636 MB.

REDEVELOPMENT PERFORMANCE PREDICTION

The incremental oil reserves calculated for redevelopment with 20-acre infill
drilling and 40-acre 5-spot waterflood pattern realignment is estimated at 6,824 MB
(Table 2), or 116 MB per producer. Only those producer well locations estimated to
recover in excess of 35 MB/well were considered in this plan. Remaining mobile oil in
place for the total PMU area is estimated to be 15,400 MB as of December 1, 1992,
(Table 2-item IT). Estimated recoverable oil was determined for each of the 40-acre 5-
spot patterns by application of volumetric sweep efficiency factors, or conformance
factors, to the remaining mobile oil. Conformance factors ranged from 0.4 to 0.7, and



were based on historical pattern performance and apparent rock quality. The performance
projections for redevelopment were developed on a phase redevelopment basis utilizing
analytical prediction techniques. Producing rate projections were also influenced by
results in analogous projects.

The Conoco MCA Unit, which adjoins the southwest boundary of the PMU, is a
major Grayburg-San Andres waterflood and CO» project with cumulative oil production
in excess of 101 MB. The MCA Unit is productive in Grayburg dolomitic sands and San
Andres dolomites equivalent to that of the PMU. However, the MCA Unit differs from
the PMU not only by being significantly larger, with an OOIP of 268 MMB, but also in its
development history. During early primary depletion in 1942, gas injection was initiated
which was successful in improving performance. Ultimate primary recovery aided by gas
injection, was projected by Conoco to be 56 MMB or 21% of OQIP. Water injection was
initiated in 1963 and expanded to full 80-acre, 5-spot patterns by 1969. During 1970-73,
100 twenty acre infill producers were drilled and the injection scheme was changed to
inverted 9-spot patterns. Conoco established a CO, pilot during 1981-85 and expanded to
full CO, development during 1988-89. Ultimate primary and improved recovery were
projected by Conoco to be 119 MMB or 44% OOIP. Infill drilling occurred during active
waterflood operations so incremental reserves attributed solely to infill drilling are difficult
to determine. Best estimates of initial average rate for the 100 infill producers is in excess
of 50 BOPD/well. Performance of the MCA Unit, through published technical
engineering and geological reports, provided a basis for conformance factors and end-
point saturation values used in PMU redevelopment prediction.

The Avon Turner "B" project is a depleted 80-acre S-spot pattern waterflood
which was redeveloped with the drilling of 22 infill producing wells on 20-acre spacing
during 1990-91. Production is from Grayburg and San Andres dolomitic sands between
3000' to 3600 The net pay appears to be thicker than the PMU and the average primary
recovery is higher (Table 8). However, core data indicates that pay quality is similar. The
20-acre infill drilling project was designed to create 80-acre 5-spot patterns but the
planned injection well conversions had not occurred at time of this evaluation. Initial oil
rates for the 22 infill producers averaged 95 BOPD/well. However, the deferral in
injection well conversions caused inadequate injection support resulting in relatively sharp
production declines. Ultimate oil recovery from the 22 infill wells is projected to average
55 MBBL/well under current reduced injection support, but four of the infill wells will
achieve ultimate recoveries ranging from 100 to 150 MB/well. It is understood that the
current operator plans to initiate the injection well conversions as originally planned.

The Cross-Timbers S.E. Maljamar Waterflood Project (SMGSAU) is an adjoining
active waterflood project which was infill drilled on 20-acre spacing and redeveloped on
40-acre 5-spot patterns. Details on infill well performance is shown by Table 9. This
successful infill program should recover incremental oil averaging 106 MB/well from the
16 producers. However, seven wells drilled within the corridor of highest net pay and
primary oil recoveries are projected to produce an ultimate of 202 MB per well. This
recovery advantage emphasizes the importance of optimizing the selection of drilling
locations through detail engineering and geological review prior to drilling. The higher



recoveries being experienced by the SMGSAU in comparison to the Avon Turner "B" is
due in part to the early 5-spot injection pattern support. Normalized well rate vs. time
performance comparisons of the SMGSAU and the Avon projects are shown by Figure
16.

A feasibility study was conducted for redeveloping the PMU with 20 acre infill
drilling and reestablishing closed pattern water injection, with scheduling that emphasized
full injection support early in the program. To minimize the risk and make maximum use
of the information obtained, a three-phase redevelopment plan was derived. Phase I
exploits the higher mobile oil segments in those areas with active current injection, which
should result in high initial oil rates and incremental recoveries, therefore optimizing
investment costs per reserve barrel. This 10 well program is considered to be the
minimum number of producing wells sufficient to provide a valid test of the
redevelopment plan in this project. Phases II and III will take advantage of pattern
injection established from the prior phase. The proposed patterns for each phase and the
well utilization scheme is shown on Figure 17.

The completed project will have 59 producers and 86 injectors. Producing rate
forecasts were based upon normalized infill well performance curves for analogous
projects ( Figure 16). Total project recoverable oil is 6,824 MB, or 116 MB/pattern for
the current plan. Successful development of the project will depend upon the judicious
utilization of information from the initial infill drilling. As additional geological and
reservoir data become available, the reservoir characteristics and saturation distribution
will be better defined. Therefore plans for subsequent development will require revision
and refinement.

REDEVELOPMENT PLAN AND ECONOMICS

The infill drilling and redevelopment plan and preliminary investment schedules are
set forth on Tables 10 through 13. Investment and operating costs estimates were
furnished by Wiser and QPC and supplemented by the evaluator's experience for similar
projects. Investment costs do not include acquisition costs or costs of financing.

Initial water injection requirements of 3800, 8500 and 6000 BWPD are estimated
for Phases I, II and III, respectively. The most likely water source will be the Ogallala
aquifer. According to QPC the surface owner for the Maljamar project currently owns
Ogallala water rights plus water wells and equipment on Sections 27, 28, and 33, secured
from the previous Maljamar Project operator. Negotiations are currently underway by
QPC to place these water rights under contract for the PMU. The assumption was made
that this aquifer would provide adequate capacity for projected requirements and that an
agreement could be reached to secure source water within the PMU area of interest at a
reasonable contract rate. Investment costs were included for distribution lines to connect
to this system. For purposes of this evaluation, the cost to the PMU was projected by
Wiser to be $.10/BBL.



The price and escalation scheme were applied at the direction of Wiser. An initial
oil price of $18.50/BBL, which has been adjusted for gravity and grade, was escalated
starting at December 1, 1992 at 5% per annum to a maximum of $35/BBL. A starting gas
price of $1.00/MCF was escalated starting at December 1, 1992 at 5% per annum until the
oil price reached the maximum price.

Lease operating expenses of $1200/month per producer and $600/month per
injector were estimated by Wiser based on anticipated operating conditions and include
overhead. Expenses were escalated starting December 1, 1992 at 5% per annum until the
primary product reached the maximum price. No equipment salvage value or costs were
included for the property. Investments were not escalated at client request.

Incremental economics for the total project indicate that a capital investment of
$23,085M will generate a 10% discounted future net revenue of $34,041M, resuiting in a
46 % rate of return and a 3.7 year payout. A summary of reserves and economics is
shown by Table 14. Tables 15 through 17 are the reserves and cash flow projections for
Total Proved, Proved Developed Producing and Proved Undeveloped, respectively. Table
18 is the Proved Developed Producing One-Line Listing. Tables 19 through 23 are the
individual property Proved Developed Producing cash flow projections for the individual
entities. Table 24 is the one-line listing for the Proved Undeveloped category. Tables 25,
26 and 27 are the summaries for Phases I, II, and III Proved Undeveloped categories,
respectively. Figure 18 is the rate vs. time composite oil production forecast for the PMU.
Figure 19 is the projection for the Total Proved Undeveloped forecast. Figures 20, 21 and
22 are the rate vs. time projections for Phases I, I, and III, respectively.

The classification of non-producing reserves as Proved Undeveloped is dependent
not only on the infill drilling program, but also upon establishing full scale injection
according to the plan recommended by this report. The Proved Undeveloped
classifications in this report are based upon representations by Wiser as to their interest
and financial capability to carry out the recommended program in a timely manner. Any
prolonged delays in execution of this project in the manner prescribed by this report could
lead to a reclassification of these reserves.



Initial Completion Date
Initial Water Injection Date

Total Well Completions:
Producers
Injectors
Total

Active Well Completions @ 7-1-92
Producers
Injectors
Total

Project Arca (Acrcs)

Average Spacing (Acres’Well)
0OIP, (MBBL)

OOIP, (BBL/Acre)

Cumulative Oil Production @ 7-1-92 (MBBL)
Cumulative Oil Production (@ 7-1-92 (BBL/acre)
Cumulative Recovery Factor, %o

Average Oil Cumulative Per Well (MBBL)

June 92 Oil Rate- Total Unit (BOPD)

June 92 Oil Rate- Per Well (BOPD)

Ultimate Primary Oil Recovery (MBBL)
Ultimate Primary Oil Recovery (BBL/Acre)
Ultimate Primary Recovery Factor (%)
Average Oil Recovery Per Well (MBBL/Well)

Cumulative Secondary Oil Recovery @ 7-1-92 (MBBL)
Ultimate Secondary Oil Under Current Mode (MBBL)
Average Ultimate Secondary Per Well (MBBL)
Sccondary : Primary Ratio

Rem. Oil (Current Mode) /@ 12 -1-92 (MBBL)
Ultimate Q1] Recovery Under Current Mode (MBBL)
Ultimate Qil Recovery Factor (20)

*Cumulative Gas Production '@ 7-1-92 (MMCF)
*Cumulative GOR (SCE'STB)

June 92 Gas Rate (MCFPD)

June 92 GOR (SCF/BBL)

Mal-Gra
Unit

6:29/54
61265

590
39
1597
7792

1090
1848
24
73
19
3.87

527
894
11.47
35

563
592

66
1.12

26
1120
24

726
666

11
583

Table 1

Project Performance Summary
Wiser Maljamar Waterflood Project
Maljamar (Grayburg-San Andres) Field

Lea County, New Mexico

Composite
Zapata Pennzoil  AMal-Gra Murphy
Western ~ Maljamar  Zapata Baxter Johns
State Project Aaljamar Waterflood A&B
7.31/52 9/5152 8/31/57 4/26/42
7:3/62 4/19/67 9/1/62  3/3/66
18 8 35 17 11
14 9 29 9 8
32 17 64 26 19
11 6 22 13 4
5 4 11 3 2
16 10 33 16 6
1240 680 2510 9260 640
39 40 39 37 34
17806 6268 28670 13484 9744
14359 9217 11422 14045 15225
3835 1138 6064 2622 1495
3093 1674 2416 2731 2335
22 18 21 19 15
120 67 95 101 79
99 86 204 62 22
8.96 14.36 9.27 4.80 5.61
1683 401 2611 1037 952
1357 590 1040 1081 1488
9.45 6.40 9.11 7.69 9.77
53 24 41 40 50
2153 737 3453 1585 542
2410 930 3932 1747 598
134 116 112 103 54
1.43 2.32 1.51 1.68 0.63
243 180 449 135 52
4092 1331 6543 2785 1550
23 21 23 21 16
3460 719 4905 2572 1882
902 632 809 981 1259
52 30 93 3 0
528 349 458 53 0

Grand
Total

63
46
109

39
16
55

4110
38
51898
12627

10180
2477
20

93
289
7.41

4601
1119
8.87
42

5579
6277
100
1.36

636
10879
21

9359
9219
97
335



Cumulative Water Production '@ 7-1-92 (MBBL)
Cumulative WOR  (Volume/Volume)
Cumulative Watercut (°o)

June 92 Water Rate (BWPD)

June 92 WOR (Volume Volume)

June 92 Watercut (%)

Cumulative Water Injection ‘@ 7-1-92 (MBBL)
Cumulative Inj.-Secondary Oil Ratio (STB/STB)
Cum. Net Injection. vs. Withdrawal (RBBL/RBBL)
June 92 Injection Rate- Total Unit (BWPD)

June 92 Injection Rate- Per Well (BWPD)

*Incomplete Gas Production Data

Table 1

Project Performance Summary

Composite
Zapata Pennzoil  Afal-Gra
Mal-Gra Westem  Maljamar  Zapata

Unit State Project Maljamar
1636 7739 1838 11214
1.50 2.02 1.62 1.85

60 67 62 65
52 693 216 961
2.71 7.03 2.50 4.71
73 88 71 82
6755 25837 10230 42822
12.00 12.00 13.88 12.40
1.74 0.88 1.81 1.16
52 1250 66 1368
26 250 16 124

Murphy
Baxter
Waterflood

5167
1.97
66
113
1.82
65

8985
5.67
0.30
201
67

Johns
A&B

1843
1.23
55
15
0.65
39

14546
26.83
3.92
206
103

Grand
Total

18223
1.79
64
1089
3.77
79

66353
11.89
1.17
1775
111



TABLE 2

RECOVERY CALCULATION SUMMARY
WISER PENNZOIL-MALJAMAR WATERFLOOD PROJECT
Lea County. New Mexico

I Ultimate Recoveries Under Current Mode of Operations

Effective Date: 1-Dec-92
Total Well Completions:

Producers 63

Injectors 46

Total 109
Project Arca (acres) 4110
Original Oil-In-Place, (MBBL) 51898
Cumulative QOil Production (MBBL) 10242
Cumulative Recovery Factor (%) 19.74
Ultimate Primary Recovery (MBBL) 4601
Primary Recovery Factor (%0) 8.87
Cumulative Secondary Recovery (MBBL) 5641
Ultimate Secondary Recovery (MBBL) 6277
Secondary : Primary Ratio 1.36
Combined Ultimate Primary plus Secondary Recovery (MBBL) 10879
Recovery Factor (%) 20.96

I1. Redevelopment Potential Under Phases 1,11, and 111
Effective Date: 1-Dec-92

Nm, rcmaining mobile oil at 12-1-92
where:

Sor=Residual oil saturation, dec. = 0.30

So=Current oil saturation, dec.= ranges from 0.41 10 0.55
(varies from pattern to pattern)

Bo=est. 1.12

Nm, summation of five projects=7758xAhxPorosityx(So-Sor)/Bo
=15,400 MBBL

Estimated Recoverable oil,{ Npv) from 59 20-acre infill drilled producers supported by
5-spot injection patterns. Recoverable oil was based on estimates of volumetric
sweep efficiency, Ev, assigned on patiern basis.

where:
Npv=Nm x Ev
Npv, Incremental Oil Reserves from Infill drilling (MBBL) 6824
Average Oil Recovery per well, (MBBL/well) 116
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TABLE 2 (Continucd)

Jlitimate Recovery Under Proposed Redevelopment
Plan: 59 20-acre producers supported by 5-spot pattern injection

Effective Date:
Cumulative Oil Production (MBBL)
Proved Developed Producing Reserves (MBBL)

Incremental Oil Reserves from Infill drilling, PUD (MBBL)
Remaining Proved Reserves (MBBL)

Ultimate Secondary Recovery (MBBL)
Ultimate Secondary ; Primary Ratio

Combined Ultimatc Primary plus Sccondary Recovery (MBBL)
Recovery Factor (%

1-Dec-92
10242
636

6324
7460

13101

2385

17703
34.11
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TABLE 8

Comparison of Similar Reservoirs
Pre-Infill Drilling Waterflood Performance
Maljamar (Grayburg-San Andres) Field

Wiser
Pennzoi-Maljamar
Project
Effective Date: 7/1/92
Total Well Completions (pre-infill):
Producers 63
Injectors 46
Total 109
Injector-Producer Ratio 0.73
Project Area (Acres) 4110
Average Spacing (Acres/Well) 38
OOIP (MSTB) 51898
Cumulative Oil Production, pre-infill wells (MBBL) 10,180
Cumulative O1l Production (BBL/acre) 2477
Average O1l Cumulative Per Well (MBBL) 93
Ultimate Primary Oil Recovery (MBBL) 4601
Ultimate Pnimary O1l Recovery (BBL/acre) 1119
Ultimate Primary Recovery Factor (%) 8.87
Average O1l Recovery Per Well (MBBL) 42
Cum. Secondary Oil, pre-infill wells (MBBL) 5579
Ultimate Secondary O1l Recoverv (MBBL) 6277
Average Ultimate Secondary Per Well (MBBL) 100
Secondarv:Primary Ratio 1.36
Ultimate O1l Recovery, pre-fill wells (MBBL) 10879
Estimated Recovery Factor (%) 20.96
Cumulative Water Production (MBBL) 66353
Cumulative WOR 6.52
Cumulative Watercut (%) 86.70
Cumulative Water Injection (MBBL) 66353

Cumulative Injection-Secondary Oil Ratio (STB/STB)  11.89
Cumulative Injection-Withdrawals (RBBL/RBBL) 1.17

20-acre/well Infill Drilling Performance
No. Producers Drilled
Ultimate Secondary Oil Recovery (MBBL)

59 (Proposed)
6824

Average Ultimate Secondary Per Well (MBBL) 116

*NA= data not available

**Infill drilling initiatied early in life of waterflood with full injection support on 40-acre 5-spot patterns

**+20-acre Infill wells, partial injection support on planned 5-spot 40-acre patterns

Analogy

Cross Avon Conoco
Timbers Turner-B MCA
SMGSAU

7/1/92 1/1/90 1/1/91
18 33 150
10 16 51
28 49 201
0.56 0.49 0.34
1120 1320 8040
40 40 40
22618 *NA 268000
3126 4,103 91780
2791 3109 11415
112 84 457
2468 2059 56400
2203 1560 7015
10.91 *NA 21.04
88 42 281
658 2044 35380
783 2044 62600
44 62 417
0.32 ** 1.00 1.11
3251 4103 119000
14.37 - 44.40
9212 4747 122000
0.29 ** 1.16 1.33
22.59 ** 536 57.07
5709 24482 *NA

8.68 11.9

0.63 ** 2.67
16 ** 22 *E* 100
1704 ** 1200 **=* *NA
106 ** S5 **# *NA

est
est



TABLE 9

CROSS-TIMBERS S§. E. MALJAMAR WATERFLOOD PROJECT (SMGSAU)
Beg. Injection: Dec. 1967

Ultimate Cum.Oil Oil Cum.
Primary Cum. 7-1-92 Secondary Rem. Injection
at7-1-92  at7/1/92 EUR (7-1-92)
01l Oil Gas Water
(BBL) (BBL) (MCF) (BBL) (BBL) (BBL) (BBL) (BBL)
Summary of Pre-Infill Drilling (Beg. Injection: Dec. 1967)
16-Producers 1817624 1835550 1E+06 178016 17926 453578 2289128
Per well average 113602 114722 71853 11126 1120 28349 143071
11-Injectors 856823 856823 636047 78260 856823 2510000
Per well average 77893 77893 57822 7115 77893 228182
27-well Total 2674447 2681764 2E+06 256276 7317 464187 3145951
Per well average 99054 99325 66137 9492 112355

Performance Summary of Infill Well Performance

Cum. 7-1-92 Rem.
Initial Oil EUR
Well Date Oil Gas Water 7/1/92
Lease No. Loc Production (BBL) (MCF) (BBL) (BBL) (BBL)

(A) Wells dnilled within corridor of highest net pay and ultimate primary recoveries (Net Pay = 42 to 627

SMGSAU-Tr 7 529 12/13/71 350643 158357 179766 19657 370300
SMGSAU-Tr 7 6 29-0 9/12/72 153482 28863 294598 40625 194107
SMGSAU-Tr 6 6 29-M 2/5/73 242376 68437 263242 66254 308630
SMGSAU-Tr 7 8 29-0 4/11/73 87826 27088 621114 0 87826
SMGSAU-Tr 1 4 30-1 1/20/77 241690 73640 96777 28074 269764
SMGSAU-Tr 6 7 29-K 10/9/80 75051 24801 67609 17794 92845
SMGSAU-Tr 6 8 29-N 1/4i92 6887 2915 45398 84221 91108
T-wells

Total 1157955 384101 1568504 256625 1414580

Per Well Average 165422 54872 224072 36661 202083

(B} Other Infill Drilled Wells (Net Pay = 10 to 45"

SMGSAU-Tr 4 9 29-E 10/14/78 13475 8830 19423 4] 13475
SMGSAU-Tr 4 10 29-F 10/24/78 47146 24957 20189 0 47146
SMGSAU-Tr § 7 29-G 3/4/80 36764 28556 13441 0 36764
SMGSAU-Tr 1 5 30-J 4/17/80 20645 18147 71351 2189 22834
SMGSAU-Tr 7 9 29-1 12/9/81 17874 14180 30536 0 17874
SMGSAU-Tr 4 13 29-F /2/82 6178 10250 42868 0 6178
SMGSAU-Tr 4 12 29-D 2/3/82 78908 50216 91858 12563 91471
SMGSAU-Tr 4 11 29-E 2/20/82 23893 0 892029 0 23893
SMGSAU-Tr 9 6 32-A 1/5/92 2403 1343 31416 27126 29529
SMGSAU-Tr 9 732-H 1 1/9/92 996 1567 2578 0 996
SMGSAU-Tr 6 9 29-L 1 1/15/92 211 204 1696 0 211
11-wells

Total 248493 158250 1217385 41878 290371

Per Well Average 22390 14386 110671 3807 26397

(C) Total Infill Well Program

18-wells (16 Prod, 2 Injectors) 1406448 542351 2785889 298503 1704951
16- Producers 1405241 540580 2781615 298503 1703744
Avg. Per Well (18 wells) 78136 30131 154772 16584 94720

(16- Producers) 87828 33786 173851 18656 106484



Producer Well Work

Dnlt ** Workover
Inv.  Well Loc Qil Inv. Well [nv.
Date No. S-Gd (MBBL) (SM) No. (SM)
Apr-93 1 19-H 179 260
Apr-93
Apr-93
Apr-93
May-93 2 20-C 202 330
May-93
May-93
May-93
Jun-93 3 20-G 161 260
Jun-93
Jul-93 4 20-D 97 260
Jul-93
Jul-93 S 20-B 107 260
Jul-93
Aug-93 6 20-H 124 260
Aug-93
Sep-93 7 17-0 111 260
Oct-93 8 17-N 116 260
Oct-93 9 20-E 141 260
Oct-93 10 20-L 165 260
Oct-93
Wells 10
Reserves 1403
Reserves/well 140
Investment 2670 0

TABLE 10

PROPOSED INVESTMENT SCHEDULE
WISER PENNZOIL- MALJAMAR WATERFLOOD PROJECT

LEA COUNTY, NEW MEXICO

Phase I

Injection Well Work

Drill
Well
No.

Convert

Inv. Well
($M) No.

6 (19-G)
4(19-A)

2(20-C)
7(17-0)

1 (20-G)
11(17-M)

9(20-A)
4(20-H)
14(17-K)
16(20-F)

7(20-L)
2(19-D

12

21-Total Injectors

*Investment takes into account 400" core. Specific well to be cored is contingent upon detail geological review.
**Investment provision for deepening of well as producer prior to conversion to injection. Specific well contingent upon detail review.

Workover
Inv. Well Inv.
($M) No. (M)
3(19-H) 15
5(19-B) 15
35
35
5(20-B) 15
8(17-N) 15
80
35
3 (20-F) 15
35
80
6(20-D) 15
35
10(17-P) 15
35
35 13(17- 80
15(17-L) 15
80
80
80
9
645 200

Facility
Inv.
(SM)

20
20

150
20
20
50
20
20

100
20

20
75

125
20
20
20

720

Period
Total
Inv.

($M)

275
15
55
55

345

165

100
55

325
55

360

115

315
15

315
75

375

400

360

360

100

4235
424 M$/pattern
3.02 $/BBL

Cum,

Total
Inv.

(SM)

275

290

345

400

745

910
1010
1065
1390
1445
1805
1920
2235
2250
2565
2640
3015
3415
3775
4135
4235



Producer Well Work

Dnll ** Workover
Inv. Well Loc Qil Inv. Well Inv,
Date No. S$-Gd (MBBL) ($M) No. (SM)
Oct-93 11 19-G 106 260
Oct-93 17(20-E) 30
Oct-93 12 17-K 95 260
Oct-93
Nov-93 13 17-L 104 260 1(20-D 50
Nov-93 14 18-1 119 260
Nov-93
Nov-93 15 24-H 174 330 *
Nov-93
Nov-93 16 19-A 113 260
Dec-93 17 17-M 88 260
Dec-93 18 17-E 157 260
Dec-93
Dec-93 19 18-H 192 260
Dec-93 20 18-J 176 260
Jan-94 21 18-0 107 260
Jan-94 22 17-F 95 260
Jan-94 23 17-G 109 260
Feb-94 24 20-K 118 260
Feb-94 25 17-H 103 260
Feb-94 26 17] 81 260
Mar94 27 19-1 134 260
Mar-94 28 19-F 95 260
Mar-94 29 19-B 111 260
Apr-94 30 19-C 114 260
Apr-94 31 19-D 95 260
Apr-94 32 24-A 153 260
Apr-94 33 20-M 107 260
Apr-94 34 20-I 84 260
Apr-94 35 17-p 97 260
May-94 36 20-J 79 260
May-94 37 24-B 183 260
May-94 38 18-M 144 260
May-94
Wells 28 2
Reserves 3333
Reserves/well 119
Investment 7350 100

TABLE 11

PROPOSED INVESTMENT SCHEDULE
WISER PENNZOIL- MALJAMAR WATERFLOOD PROIJECT

LEA COUNTY, NEW MEXICO

Phase 11

Injection Well Work

Dnlt Convert Workover
Well Inv. Well Inv. Well Inv.
No. (8M) No. ($M) No. (SM)
10(19-F) 15
11(19-C) 35
6(17-F) 15
7(17-G) 35
5(17-E) 35
2(18-H) 15
3-X(18-1) 200
9(24-G) 35 5(24-H) 15
7(24-A) 100 8(24-B) 15
4-X(18-P) 200
4(17-D) 35
1(18-A) 35
7(18-G) 35 8(18-B) 15
6(18-0) 15
5-X(18-0) 200 1(18-K) 100 3(18-N) 15
3(17-C) 35
2(17-B) 35
5(20-K) 35
1(17-A) 35 8(17-H) 65
12(17-1) 35
7(19-3) 15
13(19-E) 35 12(19-D) 15
7-X(18-M) 200
6(13-P) 80
6(20-M) 35 1(19-P) 15
1(20-D) 35 1(20-D) 15
5-X(13-0) 200
2(18-L) 100
3(13-D 35
5 19 14
38-Total Injectors
1000 860 325

*Investment takes into account 400" core. Specific well to be cored is contingent upon detail geological review.
**Investment provision for deepening of well as producer prior to conversion to injection. Specific well contingent upon detail review.

Facility
Inv.

(M)

20

20
20

20
20
20
20

20
20
20
100
140
20
20
20
70
20
50
70
100
50
20
20

20
50

70

20
20

1080

Period
Total
Inv.

($M)

275
105
275
55
365
275
220
400
135
480
260
315
35
330
375
715
315
315
315
430
315
325
380
360
310
480
340
330
330
310
260
530
380
55
0

10715
383 M$/pattern
3.21 $/BBL

Cum.
Total

Inv.

(M)

275
380
655
710
1075
1350
1570
1970
2105
2585
2845
3160
3215
3545
3920
4635
4950
5265
5580
6010
6325
6650
7030
7390
7700
8180
8520
8850
9180
9490
9750
10280
10660
10715
10715



TABLE 12
PROPOSED INVESTMENT SCHEDULE
WISER PENNZOIL- MALIAMAR WATERFLOOD PROJECT
LEA COUNTY, NEW MEXICO

Phase HI

Producer Well Work Injection Well Work

Dnll ** Workover
Drill Convert Workover Facility
Inv. Well Loc Oil Inv. Well Inv. Well Inv. Well Inv. Well Inv. Inv.
Date No. S-Gd (MBBL) (SM) No. (SM) No. (M) No. ($M) No. (SM) SM)
Jun-94 39 28-K 146 330 * 7(28-)) 80 2(28-L) 20 20
Jun-94 8(28-N) 15 100
Jun-94 40 19-0 86 260 8(19-0) 100 20
Jun-94 41 24-G 153 260 4-X(24-F) 200 20
Jul-94 11-X(24-C) 200 20
Jul-94 42 24-F 139 260 12-X(24-D) 200 20
Jul-94 1(24-E) 200 20
Jul-94 43 24-K 168 260 7(28-K) 50 2(24-L) 20 20
Aug-94 3-X(24-K) 200
Aug-94 44 13-p 174 260 4-X(13-3) 200 20
Aug-94 100
Aug-94 45 28-J 108 260 10(28-1) 15
Aug-94 9(28-0) 80 20
Aug-94 46 24-] 120 260 10(24-1) 15
Sep-94 47 21-D 65 260 4(21-D) 15
Sep-94 2(21-E) 35 20
Sep-94 48 19-K 83 260 15(19-L) 35
Sep-94 9(19-K) 25 20
Sep-94 49 19-] 80 260
Sep-94 50 28-p 87 260 2(33-B) 15
Sep-94 13(28-P) 15
Sep-94 51 19-E 150 260 100
Oct-94 52 24-p 83 260 5(24-P) Is
Oct-94 6(24-1) 35 20
Oct-94 3(24-0) 35 20
Oct-94 53 28-11 61 260
Oct-94 54 24-1 73 260
Oct-94 55 20-P 64 260 3(20-P) 50
Oct-94 56 20-N 59 260 4(20-N) 80 25
Nov-94 57 18-K 69 260
Nov-94 58 24-M 50 260 2(24-N) 15
Nov-94 1(24-M) 35 20
Dec-94 59 24-C 70 260
Wells 21 1 6 9 12
27-Total Injectors
Reserves 2088
Reserves/well 99
Investment 5530 50 1200 505 270 580

*Investment takes into account 400' core. Specific well to be cored is contingent upon detail geological review.
**Investment provision for deepening of well as producer prior to conversion to injection. Specific well contingent upon detail review.

Period
Total
Inv.

(8M)

450
115
380
480
220
480
220
350
200
480
100
275
100
275
275

55
295

45
260
275

15
360
275

55

55
260
260
310
365
260
275

55
260

8135
387 MS/pattern
3.90 $/BBL

Cum.

Total
Inv.

(SM)

430

565

945
1425
1645
2125
2345
2695
2895
3375
3475
3750
3850
4125
4400
4455
4750
4795
5055
5330
5345
5705
5980
6035
6090
6350
6610
6920
7285
7545
7820
7875
8135



TABLE 13

PROPOSED INVESTMENT SCHEDULE
WISER PENNZOIL- MALJAMAR WATERFLOOD PROJECT
LEA COUNTY, NEW MEXICO

Composite: Three Phase Program

Producer Well Work Injection Well Work
Dnll Workover Cum.
Dnill Convert Workover Facility Total
Inv. Well Loc Ol Inv. Well Inv. Well Inv. Well Inv. Well Inv. Inv. Inv.
Date No. S-Gd (MBBL) (SM) No. (M) No. (SM) No. (SM) No. (SM) (SM) ($M)
Wells 59 3 11 40 35

86-Total Injectors

Total Reserves 6824
Reserves Per Well 116
Investment 15550 150 2200 2010 795 2380 23085

391 M$/pattern
338 $/BBL



Effective Date:

Interest:
Working, %
Net Revenue, %

Gross Reserves:
Oil. MBBL
Gas. MMCF
Net Reserves:
Oil. MBBL
Gas, MMCF
Net Operating Revenue. M$
Expenses:
Wellhead Taxes, M$
Operating Costs. M$

Total. M$

*Investments, M$

Future Net Revenue:
Undiscounted, M$
Discounted, M$

**Payout, Years

Annualized Rate of Return, %

Income/Investment Ratio:
Undiscounted
Discounted @ 10%

Table 14

Summary of Economics: Escalated Case
Redevelopment Project
Pennzoil-Maljamar Project

Lea County, New Mexico

Proved
Developed
Producing

807
6195

7002

*Investments do not include lease acquisition costs
**Payout calculated from Effective Date

Proved Total
Undeveloped Proved
December 1, 1992, ..,
........... 100.00 ..o
........... 82.00 it
6824 7460

4301 4490

5596 6117

3527 3681

155289 167450

10307 11115

36354 42549

46662 53664

23085 230835

85542 90702

34041 37708

374

4600
471

266 Ll



TOTAL PROVED

RESERVES

HISER DIL CO. - ESCALATED
PENRZOIL-NALJABAR RFLD PROJECT

AXKD

ECONDNICS

#S BF DECEMRER 1, 1992

--PRICES--~ ~---——--OPERATIONS, K&

-END- ---GROSS PRODUCTIBN--- ----HET PRODUCTIGN---- DIL  GAS  HET OPER  SEU#ADU+ N

HO-YR OIL, HEEL GRS, MACF DIL, MRRL ©€aS, MHCF &/ S/M  REVERUES WF TAXES E
12-92 8.381 2.479 5.873 2.032 18.57 1.00  129.670 8.60%
12-93 141, 987 72.976 116.428 59.843 19.04 1.03 2279.008 151.270
12-94 463. 700 371.591 381.875 304.705 20.01 1.08 7969.533 028.979
12-95 806. 216 625.187 461.097 312.654 21.61 1.14 14472136  960.5%0
12-98 870. 115 §19. 682 713.495 508.123 22.04 1.19 16343.781 1084.819
12-97 737. 528 439.194 621.173 409.338 23.15 1.27 14873.705 988.569
12-98 631. 036 384.504 517.467 315.293 24.30 1.32 12987.570  862.052
12-99 324. 987 293.132 430. 488 240.380 25.50 1.38 11308.264 750.585
12- 0 452. 343 232.731 370.921 196.840 26.76 1.47 10201.670 677.136
12- 1 398. 041 194.251 326.3%3 159.286 28.08 1.52 9407.930 524.430
12- 2 303. 282 171.623 289.691 140.732 29.59 1.60 8797.386 583.926
12- 3 313. 105 136. 347 208.386 128.205 31.07 1.68 8243.530 347.184
12- 4 288. 615 143.285 236.664 117.494 32.62 1.76 7928.17¢ 526.233
12- 5 254.118 126.191 208.376 103.477 34.20 1.8% 7329.14% 436.472
12- 6 228. 17 114.408 187.939 93.978 35.60 1.89 6706.497 448.462

S$TOT  6496.691  4007.781  5327.268  3284.382 20.28 1.33 139048.023 9229.313 3
REN. 963. 383 481.781 790.124 395.062 35.00 1.89 28402.323 1883.203
TOTAL  7460.234  44B9.562  6117.412  3481.444 26.53 1.39 167450.348 11114.518
Con.  10242.290  9378.343 KET DIL REVERUES (W$) 162322.762
NET 648 REVERUES (H$) 5127.585
ULT.  17702.544 13867.925 THTAL  REVEMUES (N9 167450. 343
BTAX RATE OF KETURN (PCT) 34.68  PROJECT LIFE (YEARS) 22.032
BTAX PAYOUT YEARS 3.32  DISCDUNT RATE (PCT) 10.060
RTAX PAYDUT YEARS (DISC) 3.76  CRDSS DIL NELLS 98.060
KTAX NET INCOME/INVEST 4.93  CROSS 648 NELLS .0oo
RTAX RET INCOME/INVEST (DIS0) 2.8¢  EROSS MWELLS 98.000

ET OPER
XPENSES

36. 665
723. 509
2053. 791
2691. 072
2736. 087

2731, 984
2814.734
2627. 611
2736. 111
2891. 037

2973. 109
2434. 750
2221.974
1839.793
1792. 608

3498. 775

9140. 262

1. §€O1T

DATE: 12/16/92
TIHE: 11:03.15
FILE: MaLhAR
EETH: g

HICKAAN & ASSDC

PETROLEVR ENGINCERS

CAPITAL
COsTS, s
. 000
5803. 060
17280. 000
.680
. 660

.0
.000
.60
.600
.020

. a0
.0e0
.Ge0
.600
.680

23083.000

.o

4254%. 037 23085. GCO

10. 03 PCT
cud. pISC
BTAX, NS
64.204
-4059. 638
-14443.033
-6003.907
2902.262

CASH FLOW
RIAX, K3

64.439
-4400.771
-11895.237
10820. 474
12322.875

11193. 152
9316.784
7930.068
6768.423
5892. 443

16110.771
13581. 452
19817.292
23103.972
23705.164

5238. 351
5241. 636
5179.967
4982. 884
4515. 427

27807.388
29719.700
31437.712
32940.118
34177.811

73324.935 34177.811

17376.838 37707.599

90701.793 37707.899

-==-~---PRESENT ORTH PROFILE-----—--

DISC
RATE

ASsGRSean,
[~ B - Y - R~ R e T A~ B e O~ e QY e )

PO B bt ba e

PR DF NET
BTAX, M3
98701.793
74836. 191
37160. 307
44309914
37707.897
32251. 351
25761, 010
20611, 742
17830, 813
12430.872

DISC PN OF NET
RATE  BTRX, M§
30.0 8389.444
35.0 3776.793
40.0 35669.433
43.0 2061.041
50.0 816.949
60.0 -929. 434
70.0  -2035.427
80.0  -2747.088
96.0  -3212.181
106.6  -3510.029

TABLE 15



TOTAL PROVED DEVELOPED PRODUCING DATE: 12/16/92
TIRE: 11:03.1%
FILE: NHALRAR

GET: 0
RESERVES AKD ECDBEOHNICS
RISER QIL €O. - ESCALATED T. SCOTT HICKMAN & ASSOC
PERNZOIL-NALJARAR WFLD PROJECT A% OF DECEMRER 1, 1992 PETROLEU® ENCINCERS
--PRICES~-- --------DPERATIENS, R4-------- 10. 60 RCT
-ERD-  ---CROSS PRODUCTION--- ----RET PRODUCTION---- DIL  GAS  NET CPER  SEV4ADV+ KET DPER  CAPITAL  CASH FLBW CUM. DISC
HO-YR DOIL, HEBEL GAS, HHCF DIL, MREL 6AS, MHCF S/B  &/M  REVENUES NF TAXES EXPENSES COSTS, RS ETAX, K5 ETAX, HS
12-92 8. 381 2.479 4.873 2.032 18.57 1.00  129.670 8.606 36. 800 .600 64.459 $4.204
12-93 96. 247 28.354 78.923 23.258 19.63 1.03 1320.89%4 101.281  549.38% L8080 835.227  873.484
12-94 87. 559 25.634 71.79% 21.020 19.91 1.08 1432.012  96.379  343.077 800 792.556  1530.284
12-95 78. 516 22.861 64.383 18.745 20.82 1.14 1381.872  90.393  579.44¢ 000 492,031 2096.484
12-%4 $9. 839 20.40% 3.268 16.732 21.77 1.19 1266.881  84.087  404.818 000 577.974  2507.39%6
12-97 57. 078 15.724 45.798 12.893 22.73 1.2 1079.726 71666  514.152 600 493.908  2826.618
12-98 20. 679 14.022 41.557 11.493 23.75 1.32 1001.913  46.504  445.010 .00 470.399  3163.007
12-99 43, 047 12.516 36.938 10.263 24.80 1.38  930.401  61.730  48. 383 .060  383.263 3300.72¢
12- 0 40. 030 11181 32.866 9.169 23.50 1.43  864.69%  57.39%  506.772 000 200.528 3453.661
12- 1 5. 696 10.600 29.272 8.200 27.03 1.52 804.243  93.381  529.230 L0000 221.434  3391.500
12- 2 27.934 8.947 22.906 7.339 29.59 1.60  489.533 45.768  495.212 .000  148.573  2611.120
12- 3 18. 441 8.815 15.122 §.372 31.07 1.43  430.88%  31.918  3530.4679 .0e0 98.292  3645.985
12- 4 16. 419 7.187 13.443 3.894 32.62 1.76  449.614  29.844  368.213 .000 31.057  2664.0835
12- 3 4.348 1.385 3.363 1.070 34.25 1.83 124.094 8.236  106.635 .&C0 9.203  3666.860
12- 4
s §36. 204 188. 642 521.730 154.686 22.93 1.27 12161.457 807.217 4194.638 009 5159.604  3545.860
REN. . 000 . 660 .000 .000 .00 .00 il .000 . 060 .089 .000  2665.860
TOTAL 636. 254 188. 442 321.730 154.684 22.93 1.27 12161.439 807.217  $194.638 008 5159.604  35686.860
cum. 10242.250  9378.343 NET DIL REVENUES (R%) 11944.987 -=-------PRESENT WORTH PROFILE--------
HET CAS REVERUES (M%) 196.472 DISC  PM OF RET DISC PN OF NET
ULT.  10878.544  9347.005 TOTAL  REVERUES (1) 12161, 459 RATE  ETAX, H§ RATE  ETAX, S
ETAX RATE DF RETURN (FCT) 100.60  PROJECT LIFE (YEARS) 13.083 .0 3139. 604 30.0 2314.921
ETAX PAYOUT YEARS .00 DISCDUNT RATE (FCT) 10.009 2.0 4778. 887 35.0 2126.019
ETRX PAYOUT YEARS (DISC) .00 CROSS DIL HELLS 39.060 5.0 4295. 473 40.0 1968.819
ETAX HET INCOME/INVEST .03 ERASS 6AS HELLS .60 8.0 3895.919 43.0 1834.1%0
BTAX RET IRCOME/INVEST (DISC) .00 CROSS HELLS 39.000 10.0 3666. 850 50.0 1722.93%
12.0 3462. 623 60.0 135%.970
15.8 3195. 304 70.0 1398.748
18.8 2945. 633 80.0 1285.508
0.6 7832.000 30.0 1195.139
5.6 2343.49% 1000 1119.291
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TOTAL PROVED UNDEVELOPED

ECONDNICS

RESERVES

AND
HISER BIL CB. - ESCALATED

PERNZOIL-HALJAKAR KFLD PROJECT A% OF DECEMRER 1, 1992

--PRICES--- --------BPERATIONS, HG--------

-END- ---GROSS PRODUCTIOR--- ---- MET PRODUCTIOH---- BIL  6AS NET DPER  SEUV+ADV+ NET OPER
nO-YR OIL, HERL GAS, KACF BIL, HRBRL ©AS, HACF &R 5/M  REVENUES HF TAXES EXPEMSES
12-92 . 8o .000 Rijt] .060 .60 .00 .060 .000 . 6o
12-93 45. 738 44,612 37.500 35.582 19.07 1.03  733.114  49.98y 154123
12-94 378. 145 345. 957 310.079 263.685 20.03 1.08 4517.521 432.600 1492.714
12-95 727. 700 602.326 396.714 493.908 21.03 1.14 13110.264 870.195 2111, 626
12-94 800. 276 299.257 §36.227 491.391 22.08 1.1%9 15076.900 1090.730 2131.269
12-97 700. 438 483.470 374,373 396.445 23.1% 1.2% 13813.979 716.963 2237.832
12-98 380. 377 370.482 475.910 303.795 24.34 1.32 11983.437 799.543 234%.724
12-9% 479. 940 280.4636 393.550 230.122 25.36 1.38 10377.863 488.830 2142 228
12- 0 412. 263 221.530 338.035 181,671 26.84 1.43 9R36.973 619.741  2249.339
12- 1 362. 343 184.251 297.123 151.086 28.18 1.32 8403.683 571.04% 2361.807
12- 2 325. 348 162.474 266.783 133.393 29.57 1.60 8107.833 328.158 2479.897
12- 3 296, 864 148.332 243.264 121,633 31.07 1.68 7762.661 515.245 2104.071
12- 4 272.196 136.098 223.201 111.690 32.62 1.76 7478.360 476.389 1833.761
12- 5 249.770 124386 204.811 162.407 34.23 1.83 7Z05.000 478.236 1753.138
12- 6 229.217 114408 187.959 93.978 35.80 1.8% 4706.497 448.442 1792. 608
S TOT  5880.437  3819.139  4805.558  3131.496 20.03 1.34 126886.564 8472.096 27214.137
REN. 983. 583 431.781 790.124 395.062 35.00 1.89 28402.325 1883.205 9140. 262
TOTAL  $824.000  4300.920  5395.682  2526.758 24.87 1.40 155283.887 10307.301 34354.399

cun. . 060 .Dog RET DIL REVERUES (H%) 1303372.773

HET 6AS REVERUES (%) 4931.114 pIsc

ULt. 6824. 600  4306.920 TOTAL  REVERUES (1%) 133288. 889 RATE

ETAX BATE OF RETURN (PCT) 46.60  PRASECT LIFE (YERRS) 22.032 .0

ETAX PAYOUT YEARS 3.74  DISCDUNT RATE (FCT) 16.0G9 2.0

ETAX PAYDUT YEARS (DISC) 4.04  CROSS DIL RELLS 59.063 5.0

ETAX NET INCOME/IRVESTY 4.71  CROSS GAS KELLS .0oo 8.6

BTRR NET INCDRE/IRVEST (DISD) 2,68 GCROSS NELLS 39.000 18.0

12.0

15.0

18.0

26.6

5.0

DATE: 12/18/92
TINE: 11:03.13
FILE: MALRAR
6ETH: ]

T. SCBYT HICKNAN & ASSHC
PETRBLEUR ENGINEERS

10. 60 FCT

CASH FLON cus. DISC
BTAX, HS BTAX, M§
080 .000
-5233.998 -4933.174
-12687.793 -14018.317
10128.443 -8097.391
11944.901  394.866

CAPITAL
CBSTS, &
.600
3803, 660
17280.630
.000
.02

.089
.00
.069
Ry
.60

10639. 244
8840.385
7346. 805
$467.895
3670.807

7284.153
12478. 445
14509.563
19650.311
22133. 654

.oeo
.000
R
.060
.000

3089.778
3143.344
3128.410
4973. 681
45135. 427

24196.283
26072.715
20773.627
29273.258
30510.951
30510. 931

230%7.000 68165.331

.000 17376.838 34041039

23085.000 83542.189 34041.039

~-==--=--PRESENT HORTH PROFILE---------

PR OF NET DISC  Pu Dr NET
ETAR, H5 RATE  ETAX, HS
83542. 189 30.0 6274.523
70077. 304 35.0 3630.776
52864.812 40.40 1700.814
40413. 995 45.0 225,631
34041. 639 56.0 -§05. 934
28783.728 60.0  -2449.424
22303.706 70.0  -3434.175
17445, 107 80.0  -4033.396
14998. 615 96.0  -4407.300
9885.373  100.0  -4629.320
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TOTAL PROVED DEVELDPED PRODUCING DATE: 12716792
TIAE: 11:03.13
FILE: hALEAR

GETH: 0
RESERVES AND ECONDHICS
HISER DIL CD. - ESCALATED T. SCDIT HICKAAR & ASSOC
PERRZOIL-HALJANAR NFLD PRIVECT AS OF DECEMBER 1, 1992 PETROLEUM ENGINEERS
---------0PERATIONS, H§------m-m- 10. 63 PCT
---GROSS PRODUCTION~-—-  ----NET PRODUCTIDN----- HET BPER  SEU#DU+  XET CPER  CAPITAL CASH FLOW  CumM. DISC

LEASE DIL, HMBRL GAS, KACF  DIL, HMERL  GAS, MHCF  REVEMUES  WF TAXES  EXPEMSES  COSTS, M§  ETAX, H§  BTAX. 1§

—-——— B ———————— —— - - —————— ———————— e ——- - — - ——— - - ——— - - -

kexkx FILE: RALHAR
{ UAL CRA UNIT (PDP)

26.163 13.083 21.4%9 10.727 443.294 29.823 309.197 060 60.274 33.3597
{ 1)ZAPATA HESTERR STATE (FDP)

241.928 121.464 199.200 99. 402 4890.122  324.383 2061. 693 .060  2003.846  1393.830
(  2)PENNZOIL HALJAMAR WF (PDP)

1806. 215 4. 095 147839 44,357 2506.860  232.763 1173.338 06 2100.757  1479.461
( 11BURPHY BAXTER RATERFLOOD CPDP)

133.023 .0o0 110.720 . 490 2529.004  167.864 1304. 040 ] 857.130 §33.867
{ 13)JOHKS A & JOHNS B (PDP)

51,823 .000 42.4%6 .00 786.179 52.182 376. 400 .06 137.597 105.835
{ C)SUNMARY: TOTAL PROVED DEVELDPED PRODUCIXG

§36.254 188.642 521.730 134. 686  12161.459  807.217 6194.638 .068  0159.404  3566.860
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RAL CRA URIT (PDP)

HALJARAR GRAYRURG SAN AKDRES
LER, N#

OPR: RISER DIL €B.

HISER DIL €B. - ESCALATED

PENNZOIL-HALJANAR WFLD PROJECT

-END- ---CROSS PRODUCTION---

BO-YR DOIL. HERL G643, HACF
12-92 . 641 .32
12-93 7.310 3,635
12-94 6. 632 3.326
12-9% 6. 033 3.027
12-94 3. 503 2.754
12-97
12-98
12-99
12- 0
12- 1
12- 2
12- 3
12- 4
12- 5
12- 6
s 107 26.165 13.083
REX. . 660 .o
TOTAL 26. 163 13.683
Cun. 1093. 692 727. 440
ULT. 1119. 857 740.723

ETAX RATE OF RETURM (PCT)
ETRX PAYDUT YEARS

KTRX PAYOUT YERRS (DISC)

RTAY NET INCDME/ZINVEST

KTAX NET INCOHE/INVEST (DISO)

INITIAL H.1. FRACTIBN
FINAL  W.1. FRACTIDON
PRODUCTION START DATE
HONTHS IN FIRST LINE

DATE: 12/14/92
TINE: 11:03.15
FILE: MALWAR
CETH: 3
RESERVES

ECOREBRICS

AND
1. SCOTT HICKNAR & ASSOC

RS BF DECEMKER 1, 1972 PETROLEUM ENGINEERS

--FRICES-~- ------—--OFERATIOES, H&-—-----—- 10. 00 FCT

----KET PRODUCTION---- BIL €AS  HET DPER  SEU+ADU« NET OFER  CAPITAL  CASH FLOW CUM. DISC
DIL, ®eRL €A, MHCF Sk /% REVERUES  WF TAXES EXPENSES  COSTS, M& ETAX, HS ERTAX, S
326 263 18.58 1.00 16.033 .béb 7.229 . 000 2.140 2.132
3.994 2.997 19.07 1.03 117.424 7.795 81. 481 .6a0 27.9¢8 28.59¢
3,435 2.727 20.03 1.08 112207 7.448 8. 744 . 600 19.015 44, 955
4.983 2.482 211.03 1.14 107.192 7.113 0. 031 . 068 16.045 32.811
4.317 2.238 22.08 1.19  102.436 6.797 94, 332 .68 1.105 33.597
21,455 10.727 20.39 1.10  449.294  29.823  339.1%7 . 608 60.274 33.597
.g6o 000 .00 .00 .060 .60 . 000 680 . 000 33.597
21,435 10.727 20.3% 1.10  449.294  29.823  339.1%7 .00 $0.274 33.397
NET DIL REVEMUES (M%) 437.472  -mmeeee- PRESENT KORTH PROFILE-------—--

HET GAS REVERUES (H%) 11.822 DISC  PH OF KET DISC  Fu DF NEY

TOTAL  REVEMUES (M%) 449.294 RATE  ET8X. M& RATE  EKIAX, M§

108.00  PROJECT LIFE (YERRD) 4.083 .0 $0.274 30.0 44,320
.80 DISCBUNT RATE (PCT) 18.¢00 2.0 58787 35.0 42.568

.00 CROSS DIL KELLS 3.000 3.0 35.710 40.0 40.930

.80 CROSS 6AS RELLS .000 8.0 54.794 43.0 39.537

.60 CROSS KELLS 3. 0060 10.0 33.39%¢ 30.0 2| 217

12.8 32.460 60.0 33.893

1.068060  INITIAL NET DIL FRACTION . 820000 15.0 50,857 70.0 33.909
1.006080  FINAL  NET BIL FRACTIDN .&20000 18.0 49,383 80.0 32.199
7- 1-92  INITIAL NET GAS FRACTIOH .820008 20.0 43,429 50.0 30.710
1.00  FINAL  NET GAS FRACTIDH .8200¢0 2.0 46.262  100.0 29.398
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ZAPATA HESTERN STATE (PDP)
HALJANAR CRAYRURE SAK ANDRES
LEA, ¥

OPR: WISER BIL €. 178-3X

HISER DIL CB. - ESCALATED
PERNZOIL-RALJAMAR WFLD PRINECT

-END-  ---EROSS PRODUCTION---

KO-YR OIL, MBRL GAS, HHCF
12-92 2.79% 1.399
12-93 31. 899 15,949
12-%4 23. 027 14513
12-9% 26. 415 13.208
12-94 24. 037 12.019
12-%7 21. 875 10.937
12-98 19. 963 7.953
12-%9 18.114 9.057
12- ¢ 14, 484 8.241
12- 1 15. 000 7.501
12- 2 13, 638 8.823
12- 3 12.422 6.210
12- 4 11,304 3. 632
12-5

12- %

s 187 242.728 121,464
REN. . 000 . 000
TOTAL 242.928 121.464
Cun. 3849.338  3467.138
ULT. 4092. 286  3588.622

ETAX RATE OF RETURM (PCT)
ETAX PAYOUT YEARS

ETAX PAYOUT YEARS (DISO)

BTAX NET IMCEME/IRUVEST

ETAX NET IHCDRE/INVEST (DISD)

INITIAL H.1. FRACTIDN
FINAL H.1. FRACTIBN
PRODUCTION START DATE
HONTHS IN FIRST LINE

RESERVES

AND

ECOROHICS

AS DF DICEMBER 1, 1992

-~PRICES---
----NET PRODUCTIDN--—~ DIL  EGAS
BIL, HERL 6€aS, nRACF s SM
2.293 1.147 18.58 1.00
26.1%7 13.078 19.07 1.03
23.802 11.901 20.63 1.08
21,640 10.831 21.03 1.14
19.710 9.836 22.08 1.19
17.938 8.968 23.19 1.23
16.322 8.161 24.34 1.32
14.833 7.427 26.%6 1.38
13.517 $.738 26.84 1.43
12.300 $.151 28.18 1.52
11.193 3.397 29.39 1.460
10.185 5.092 31.07 1.48
9.249 4.630 32.62 1.76
199.200 97.602 23.96 1.29 4
.06 .o .60 .00
199.200 99.602 23.90 1.29 A4
NET DIL REVENUES (N9)
RET €AS REVENUES (H$)
TOTAL  REVERUES (H$)
160.60  PRBJECT LIFE (YEARS)
.00 DISCDUNT RATE (RCT)
.00 CROSS DIL KELLS
.00  CROSS cAS KELLS
.00 EROSS RELLS
1.006000  INITIAL NET DIL FRACTIDM
1.006000  FINAL  NET DIL FRACTION
7- 1-92  IRITIAL KET CAS FRACTION
1.00 FINAL  NET CAS FRACTIDN

43.743
012.42
489. 661
4567.81%
446,988

427.139
403.093
389.933
3r2.602
356. 069

340.144

325.038
310.548

896.122

.00

890.122

2.903
34.012
32.497
31.852
29.649

28.3%
27.088
25.882
24.732
23.630

7
7
1

-]

NS
[~ = X}
o Y O

1 D

324.583

.060

324.533

4761.432

128.490

4890.122

12.083
10.600
11.000

.000
11.000

. 820000
. 820000
. 820000
. 20000

~------DPERATIONS, Hg-----=--
NET DRER  SEV+ADV+
REVENUES  WF TAKES

NET OPER
EXPENSES
16. 266
178. 744
179. 281
188. 245
197. 658

189. 494
198. 948
208. 917
219. 343
230. 331

241,343

233. 940
266. 637

2561, 693

. 000

2061. 693

DISC
RATE

[y
i

DATE: 12/16/92
TIME: 11:03.15
FILE: HaLRaR
EETH: 1

T. SCOTT RICKNAM & ASSEC
PETROLEUM ENEINEERS

10. 09 FCT

CAPITAL  CASH FLON CUM. DISC
COSTS, M5 BTAK, ¥5 RIAX, N§
.66 24,576 24,479

600 307.660  310.4616

.000  277.823  534.614

.066 248.521  748.949

680 219.661  905.138

008 209.294 1040.409

.000  182.037  1147.357

L6080  155.13¢  1230.232

.600  128.507  1292.434

.000  102.048 1337.433

.099 75.740 1348.079

.600 4%.524  1385.147

.C00 23.316 1393.880

.000  2003.846  1393.880

.656 .000  1393.880

.050  2003.845 1393.830
--=--—---PRESERT RORTH PROFILE---------
PH OF X7 DISC PR OF NET
ETAX, Hs RATE  E7AX, 1§
20603. 845 30.0 857.225
1847. 026 33.0 784.024
1649. 633 40.08 723.534
1486.3525 45.0 672.818
13%3.880 30.0 $29.738
1311.424 50.0 360. 699
1204.523 70.0 507.843
1113. 440 80.0 465.124
1040. 163 90.0 432. 238
947.268  100.0 404. 439

[~ I — B — i~ — B — i~ Y — Qi =]

P RS s e
RS @A

TABLE 20



FENNZDIL RALJANAR NF (FDP)
HALJANAR GRAYEURG SAN ANDRES
LEA, ¥4

OFR: WISER DIL €B.  175-33t

HISER DIL CB. - ESCALATED
PENNZBIL-HALJAMAR NFLD PROJECT

--PRICES--- -----—-GPERATIGNS, H§-------- 16. 09 FCT
-END- ---CROSS PRODUCTIEN--- -—--RET PRODUCTIEM---- DIL 6AS NET OPER  SEV4ADV+ NET DPER  CARITAL  CASH FLOW C. DISC
RO-YR DOIL., MEEL ©AS, MNMCF DIL, HMEEL 6nS, MMCF S/BR  G/M  REUENUES  WF TAXES EXPENSES COSTS, M% RIAX, K5 ETAX, H3
12-92 2.331 799 2.073 .622 18.58 1.00 59.169 2399 9. 639 .060 26.931 26.824
12-93 29.1%9 8,760 23.943 7.183 19.07 1.03  464.112  30.805  103.931 008 329.376  3238.%05
12-94 25. 934 7.795 21.307 $.392 20.03 1.08  433.646  18.78) 77. 949 L0080 326.932 619.74%
12-93 22.085 5.626 1811 5.433 21,03 1.14 387.048  125.691 81. 846 G600 279.511  838.340
12-96 18.773 3.632 13.394 4.618 22.08 1.19  345.432 22918 83. 939 000  236.565  1004.526
12-97 15. 957 4.787 13.085 3.923 23.19 1.23  308.360  I0.443 90. 235 L6986 197.802 1134.240
12-98 13.564 4. 069 11122 3.337 24.3¢ 1.327  275.133  18.264 72.797 000 181.092 1240.643
12-99 11. 529 3.439 9.454 2.836 23.36 1.38  245.581  16.300 79. 588 008  149.893  1320.408
12- 0 3.800 2.940 8.03s 2.411 26,84 1.4 219.184 14.548 83. 367 000 121,069 1379.391
12-1 8.330 2.459% 6.831 2.049 28.18 1.52 195.437  12.985 87. 745 . 050 94.962 1421285
12- 2 7. 080 2.124 3. 806 1.742 29.59 1.40 174.392  11.588 92.132 .(oo 70.872 1449.727
12- 3 6. 019 1.803 4.935 1.480 31.07 1.68  105.80%  10.344 96,739 .Cod 48.768 1467.51%
12- 4 3. 115 1.535 4.194 1.259 32.62 1.76  139.044 9.229  101.576 .00 28.241  1474.886
12- 35 4, 348 1,305 3.363 1.070 34.23 1.8  124.094 8.236  106. 63 .60 9.203 1479.461
12- 6
s T 180. 313 04.093 147,859 44.357 23.39 1.26 35D6.860 232.763 1173.338 000 2100.757  1479.4641
RER. .00 .00 .600 .00 .00 .00 .0ce .00 . 000 .000 000 1479 461
ToTAL 180. 315 34. 093 147859 44.357 23.34 1.26 3506.860 232765 1173.328 .G00 2100.757  1479.461
CUd. 1130. 932 722.383 NET DIL REVENUES (M%) 3450.909 --—------FRESENT WORTH PROFILE---------
NET CAS REVENUES (M%) 33.940 DISC PR OF NET DISC  PH DF T
ULT. 1331, 247 776. 660 TOIAL  REVENUES (M%) 3508.960 PATE  ETAX, f§ RATE  BRTAX, NS
ETAX RATE OF RETURR (PCT) 100.68  PROJECT LIFE (YEARS) 13.083 .8 2180757 30.0 926.794%
ETAX PAYDUT YEARS .08 DISCDUNT RATE (PCD) 10.000 2.0 1941.34% 35.0 §30.233
ETAX PAYDUT YERARS (DISD) .00 GRDSS DIL WELLS $.060 3.0 1739.910 40.0 785,686
ETRX NET INCORE/IRUEST .40 CRUSS GAS KELLS .boo 8.0 1574.261 43.0 733.039
KTAX NET INCOME/INUEST (DISD) .00 CROSS HELLS 4.000 10.8 1479461 50.0 $87.383
12.8 13935. 541 $0.0 $13.4823
IRITIAL K.1. FRACTION 1.006000  INITIAL NET BIL FRACTIDN .820000 15.0 1285.764 70.0 396,791
FINAL H.1. FRACTIOM 1.000000  FINAL  NET BIL FRACTIDN . 820000 18.0 1192.132 80.0 311,974
PRODUCTION START DATE 7- 1-92  IRITIAL RET €AS FRACTION .820800 20.0 1137.159 90.0 474,823
HONTHS IN FIRST LIRE 1.03  FINAL  NET GAS FRACTIDN . 820000 2.0 1626.444  100.0 444,523

AND

RESERVES

EcoRonics

AY OF DECEMRER 1, 1992

DATE: 12/16/92
TINE: 11:03.15
FILE: nALNAR
GETH: 2

T. SCOTT HICKNAM & ASSOC
PETRBLEU® ENGINCERS
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HURPHY BAXTER NATERFLBED {FOP)
KALJANMAR CRAYEURE SAN ANDRES
LEA, MM

OPR: WISER BIL (B.

RISER DIL €B. - ESCALATED
PENNZDIL-RALJANAR HFLD PROJECT

-—-NET PROBYCTICN---—-
OIL, NEEL GAS, MMCF DIL, MERL GRS, MACF S/& &/

-END- ---CROSS PRODUCTIEN---
no-yR

12-92 1.766 .000
12-93 20. 371 . 060
12-94 18. 944 .000
12-93 17.501 .06
12-94 15.512 .00
12-97 13. 651 .0ea
12-98 12. 613 . 068
12-99 10.571 .600
12- 0 ?.302 .600
12- 1 8. 188 .000
12- 2 7.204 .oeg
12- 3

12- 4

12- 3

12- 6

s 135. 023 . 603
REN. . 400 . 000
TaTAL 135. 023 . 000
cun. 2649.762  2576.000
Wy 2784.783  2576.000

ETAX RATE OF RETURN (PCT)
RTAX PAYDUT YEARS

ETAX PAYOUT YEARS (DISC)

ETAX NET INCOME/INVEST

ETAX RET INCOME/INVEST (DISC)

INITIAL K.1. FRACTIDN
FINAL  H.1. FRACTIDM
PRODUCTION START DATE
HONTHS IN FIRST LINE

1.448
15.784
13.538

14.39

12.720

11,194
9.831
8.668
7.628
5.713

3. 907

110.720

.800

110.720

100. 60
.00
.06
.00
.00

1.0000C0
1.000000

7- 1-92
1.60

RESERVES

ARD

EcoNpniIcs

A% DF DECEMRER 1. 1972

--FRICES---
BIL 6% NE

.000 18.58
.000 19.07
.G00 20.63
.000 21.03
.000 22.68

1.00
1.03
1.08
1.14
1.1%

.000 23.19
.000 24.34
.00 25.36
009 26.94
.G60 28.18

[ T TP WO WY
L I W LI NS
[ B B - N & ]

000 29.59

b
o
[~

.000 22.84 .00 2

.600 .00 .00

.000 22.8¢ .08 2
RET DIL REVERUES (M%)
RET €AS REVERUES (M%)
TOTAL  REVERUES (B%)

PROJECT LIFE (YEARS)
DISCOUNT RATE (PCT)
GROSS DIL WELLS
EROSS 6AS BELLS
EROSS HELLS

INITIAL RET DIL FRACTIOM
FINAL  RET DIL FRACTION
IRITIAL RET GAS FRACTIDN
FIRAL  NET GAS FRACTIEN

T OPER

26.897
318.624
311,162
301,800
280.875

239.538
239.820
221,571
204.736
189.184

174.795

329.004

.060

329.004

~===--~-RERATICNS, H§-—------

SEV+ADV+  HET DPER

REVENUES  WF TAXES EXPENSES

1.786
21.148
20.6%4
206.032
18.443

17.22¢7
15.918
14.707
13.590
12.5%

11.602

167.844

.000

167.864

2529.004
.060
2529.004

18.083
10.000
13.000

.003
13.000

. 820000
. 820000
. 20000
. 820000

17. 471
141, 030
148,103
147.323
154. 689

162. 423
132. 645
139.278
146,242
153. 354

161. 232

1304, 010

. 000

1304. 010

pISC
RATE

Ll L
DO OO DO OO

R N T

DATE: 12/16/92
TIHE: 11:03.13
FILE: nathar
tETE: 1

7. SCOTT BICKHAM & ASSOC
PETROLEUN ENGINCERS

10. 00 PCY

CARITAL  CASH FLOM Cud. DISC
€OSTS, KBS ETAX, WS BTAX, S
.600 7.640 7.610

660 106.426 150.432

L0080 142,430 278.13%

000 134.440 383.278

.000  107.543  439.734

. 620 79.888  511.389

.06o 91.257  564.988

i) 67.586  4601.089

.000 44.904  622.894

.080 23.075  $33.080

. 600 1,961 633.867

.600  857.130  433.867

.600 000 633.867

.660  837.130  433.867
--PRESENT HDRTH PROFILE---------
PN OF RET DISC  PH OF KET
kTaX, % RATE  BTAX, N§
§57.130 30.8 413.044
801.521 35.0 383.528
730.187 40.8 353.148
869. 335 45.08 329.830
§33. 867 30.0 307.743
$01.763 $0.0 277.054
359.110 70.0 251.4811
322.018 8o.0 231.268
439. 904 90.0 214642
452.163  100.0 200.809
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JOHHS A & JOHNS & (PDR)

RALJANAR ERAYRURG SAN ANDRES

LEA,

OPR: HISER BIL {B.

Ecodonics

RESERVES

ARD
RISER OIL €O. - ESCALATED

PENNZOIL-NALJARAR NFLD PROJECT #3 DF DECEMRER 1. 1992

DATE: 12/16/92
TINE: 11:03.15
FILE: FALMAR
EET: 13

T. SCOTT HICKHAN & AssOC
PETROLEUA ENGINEERS

--PRICES--~ =--------DPERATIONS, H&---——--- 16. 60 PCT
-END~ ---GROSS PRODUCTIOE--~ ----NET PRODUCTION---- QIL €AS HET OPER  SEv+ADV+ NET OPER  CAPITAL  CASH FLON CuM. DISC
nO-YR DIL, HRRL €AS, HMCF DIL, MRRL GAS, MMCF S/BR  4/M REVENUES NF TAKES EXPENSES  COSTS, hs ETAX, K3 EKTAX, H$
12-92 . 647 .000 .33t .000 18.58 1.00 9.824 .32 6. 660 .63 3.172 3.139
12-93 7. 470 .060 8.123 .000 18.36 1.00  113.313 7.5 72.000 .G60 33.792 23.134
12-94 6. 946 .06 3. 696 .000 18.350 1.0  103.376 §.993 72. 000 .600 26.381 57.830
12-95 6. 481 . 060 5.298 .000 18.50 1.00 ¥8.013 6.963 72. 600 .60 19.508 73.038
12-96 6. 008 .000 4.927 .060 18.50 1.00 91.150 6.050 72.000 .60 13.100 §2.39¢
12-9¢ 3. 287 . 060 4.381 .06% 18.50 1.00 84. 747 3.623 72. 0ag .00 7.124 87.003
12-98 2.197 .000 4,262 .000 18.%0 1.00 78.847 5.234 97. 600 . 008 146,013 96.412
12-9% 4,833 .0ag 3.963 .000 18.38 1.00 73.314 4,864 97. 600 . 600 10.850  102.208
12- 0 4. 474 .800 3.683 .000 18.50 1.00 63.173 4.323 37. 660 . 609 6.048  103.145
12-1 4.180 .000 3.428 .080 18.50 1.00 63.418 4,209 37. 600 .G0O 1.469  105.835
12- 2
12- 3
12- 4
12- 5
12- 4
s 1BY 1. 823 .060 42.496 .000 18.50 .00  784.179  52.182  596.400 .03 137.597  100.835
REN. . 860 .000 .060 606 .60 .00 .00 .000 . o060 .00 .060  103.833
1074L 51.823 . 000 42.496 .0060 18.50 .00  786.17%  52.182  596.400 600 137.597  105.833
cus. 1498.566  1885.0C0 NET DIL REVENUES (%) 785.179 ---------PRESENT WORTH PROFILE~--------
RET GAS REVERUES (N%) .0eo DISC  PM DF NET DISC PN DF ¥EY
WT. 1350. 387 1885.600 TOTAL  REVERUES (1%) 785.179 RATE  EKTAX, M& RATE  ETAX, N§
BTAX RATE OF RETURM (PET) 100.00  PRBJECT LIFE (YEARD) 9.083 .0 132.597 30.8 73.336
ETAX PAYOUT YEARS .00 DISCHUNT RATE (PLT) 19.000 2.0 129808 35.0 $3.4648
ETAX PAYOUT YEARS (DISC) .00 GRESS OIL RELLS 4.060 3.0 119.635 40.0 #4.471
ETAX NET INCORE/INVEST .02 CROSS 6AS MELLS .009 8.0 110.953 45.8 £0.9146
ETAX NET INCOME/INUEST (DISC) .00 GRASS WELLS 4.000 10.0 105.835 30.8 37.812
12.0 181.239 60.8 32.691
INITIAL H.1. FRACTIOR 1.008000  INITIAL NET DIL FRACTIDN . 920002 15.8 95. 000 70.0 43534
FINAL  H.I. FRACTIDN 1.000008  FINRL  NET DIL FRACTIDN . 820000 18.0 8y.642 80.0 45.341
PRODUCTION START DATE 7- 1-92  INITIAL KET EAS FRACTIDN . 820009 20.0 86. 400 90.0 42,604
HONTHS IN FIRST LINE 1.00  FINAL  HET CAS FRACTION . 820000 2.0 79.362 100.0 40. 302
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TOTAL PROVED URDEVELDBPED

HISER DIL {B. - ESCALATED
PERNZOIL-NALJANAR NFLD PROJECT

RESERVES AND

AS OF DECENBER

-====--=-[PERATIONS, H§

---CKOSS PRODUCTIDR----  ----NET PRODUCTION----- RET DPER

LEASE DIL, HeRL  €AS, NMCF  OIL, HRRL
weeex FILE: BALMAR
{  4)PERNZRIL-HALJAMAR FHASE I (PUD)
1403. 660 8§2.304 1150, 439
{  DIPENNZOIL-MALJAMAR PHASE 11 (RUD)
3323.009 2079.624 2733.062
{ 10)PENNZDIL-MALJANAR PHASE 111 (PUD)
2088. 600 1338.990 1712.181

{ O)SUMBARY: TOTAL PROVED UNDEVELDPED
6824600 4360.920 3393. 662

BAS, HMCF REVENUES

723.491  31268.314

1703.293  76084.93¢6

1097.974  47935.43%

3526.738  135288.889

ECODHONICS
1, 1992
SEV+ADV+  NET GPER
NF TAXES  EXPENSES
2079.4356 7330.867
2000.137  18973.487
3181.728  12000.045
10307.301  26354.399

BATE: 12/16/92
TINE: 11:03.15
FILE: nALMeR

6ETH:

i

T. SCOTT HICKMAK & ASSOC

PETROLEUM ENGINEERS

CAPITAL
COSTS, HS

4233.000

10715.060

8135.000

23085.000

CASH FLEW
BTAX, M§

17627.011

43346.312

24368. 866

83342.189

10. 00 PCT
tun. pIsC
BTRX. &

- -

7634. 953

17008.974

§347.112

34041, 039
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PENNZOIL-HALJANAR PHASE T (PUD)
HALJARAR CRAYRURC SAN ARDRES
LEA, N

OPR: NISER DIL €D

HISER DIL CD. - ESCALATED
PENNZDIL-HALJRRAR RFLD PROJECT

-END- ---CROSS PRODUCTIOR---

HO-YR OIL, MERL GAS, IMNCF
12-92 . 600 .000
12-93 31. 709 30.718
12-94 139. 080 123.868
12-95 171.183 136.412
12-96 140. 962 101.316
12-97 114. 214 74.933
12-98 98. 683 38.993
12-99 91. 565 48. 444
12- 0 85. 413 42,703
12-1 79. 680 39.839
12- 2 74.329 37.163
12- 3 9. 337 34.668
12- 4 £4. 681 32.341
12-3 60. 337 30.159
12- ¢ 36. 286 28.142
$T0T 1277461 819.536
REN. 123. 339 §2.770
TOTAL  1403. €00 882. 506
cu. . 060 .goo
ULT. 1403. 06g 832.306

RTAX RATE OF RETURN (PCT)
KTAX PAYDUT YERRY

ETAX PAYOUT YEARS (DISC)

ETAX MET INCONE/IRVEST

ETAX NET INCOME/INVEST (DISC)

INITIAL H.1. FRACTION
FINAL  H.I1. FRACTIEGHM
PRODUCTION START DATE
HONTHS IN FIRST LIME

--PRICES-~- ------—--[PERATIONS, R&----eomm
----RET PROSUCTION---- OIL  GAS  RET BPER  SEV#ADU+ HET OPER
DIL, HeRL 6aS, MACF &/&K &/ REVEMUES  NF TAXES EXPENSES
.0¢0 .000 18.5¢ 1.00 .060 .0g0 . 000
26.001 25.189 19.07 1.03  521.932  34.444  140.802
114.046 101.572 20.03 1.08 2394.127 138.910  428.717
140.370 111,858 21.03 1.14 3079.117 704.377  281.948
115.589 §3.079 22.08 1.1% 2631.324 175.9%6  401.045
93.635 61.4%1 23.1% 1.25 2248.4538 149.242  421.097
80.920 48.046 24.34 1.32 2033.198 134.934  442.1%2
79.083 39.888 25.56 1.38 1974.380 131.049 444,260
70. 040 33.021 26.84 1.47 1930.684 178.147  487.473
3.338 32.668 28.18 1.52 1891.122 125.323  511.847
68.930 20.473 29.39 1.60 1802.324 122.948  537.439
36.8% 28.428 31.07 1.48 1814.360 120.424  564. 310
33.038 26.520 32.62 1.76 1777.050 117.954  592.026
47. 474 24.739 34.25 1.85 1740.5320 110.328  428.841
46.133 23.076 35.80 1.89 1559.115 110.123  438.4%%
1047.517 672.020 25.47 1.33 27567.892 1829.821  £240.933
162.942 51.471 35.G0 1.89 3700.422 243.613 1089.914
11530.459 723.491 24.32 1.37 31268.314 2073.438 7330.847
HET DIL REVERUES (M%) 30279.914 ---eee-
HET CAS REVENUES (N%) 988.400 DISC
TOTAL  REVENUES (N%) 31268.314 RATE
47.16  PROJECT LIFE (YEARS) 16.601 .0
2.92  DISCDUNT RATE (PCT) 10.0800 2.0
3.26  GROSS DIL RELLS 10.000 3.0
9.16  CROSS EAS HELLS .06 8.0
2.91  GROSS HELLS 10.600 18.0
12.0
1.000000  INITIAL NET BIL FRACTIDN . 820000 15.6
1.006000  FINAL  NET DIL FRACTIDN . 820000 18.0
3- 1-93  INITIAL BET GAS FRACTION . 820000 20.0
1,60 FINAL  HET GAS FRACTIDN . 820088 5.0

AND

RESERVES

ECORBRICS

AS DO DECEMEER 1. 1992

DATE: 12716792
TIME: 11:03.13
FILE: HALEAR
GETH: 4

T. SCOTT HICKMAR & ASSHC
PETRDLEUN ENGINEERS

10.00 PCT
cun. bIsC
ETAX, 1§

.6o0
-2672.902
-2118.834
~169.374
1305. 435

CARITAL

COSTS, KBS
.60

4233.000
.cco
.coe
.000

CASH FLOW
KTAX, KS

.000
-3688. 514
1806. 509
2492.792
2074. 483

23%0.038
3245. 6335
3982245
4420.848
3174.309

. €69
.630
.069
. 000
.050

1678.119
1454.092
1379.071
1313.062
1233.752

5692. 630
4064.731
$418.508
6779.163
7083.554

. 000
.06
. 000
. 009
620

1191.937
1129.544
1046. 610
1195151
1110 437
7083. 534

4225.000 15262.118

000  2384.893 7434.933

4235.000 17627.011 7634.933

—-FRESENT WORTH PROFILE---—----

PN OF NET
RTAX, NS
1652.111
1080.534
611,257
243. 684
-49.190
-479.393
-772.27%
-977.902
-1125. 344
-1232.303

PR OF NEY
kT, N3
17627. 041
14723. 062
11388, 748
8927.371
7634.903
$354. 343
5240.701
4203. 954
3434, 384
2369. 243

pIsct
RRTE
30.0
33.0
40.0
43.0
30.0
§0.0
70.0
80.0
70.0
180.0
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PENNZOIL-BALJANAR PRASE 11 (PUD)

HALJAMAR CRAYRURC SAN ANDRES

LEA, W

PR RISER DIL CB.
RESERVES

HISER DIL CB. - ESCALATED

PERNZOIL-HALJANAR WFLD PROJECT

AND

AS OF DECEMEER 1, 19§32

ECONBRICS

DATE: 12/18/92
TIRE: 11:63.15
FILE: MALMAR

GETH:

5

7. SCOTT HICKHAN & ASSEC

PETROLEUA ENCINCERS

10. G0 PCT
cuM. dISC
ETAX, H$

600
-1260.272
-7241. 566
-3047. 850
1135.157

4363. 467
§702.495
8525.313
9922.108
11033.493

11969.515
12936.473
13744.258
14471, 050
13836. 581

13056. 581
17058.974

17058.974

PN BF NET
ETAX, H$
3410.973
2123.433
1162, 113
430.716
-133.935
~921.947

-1415. 831

-1729.416
-1927.577

~-PRICES-~- --------QPERATIONS, R§--------
-END- ---CROSS PRODUCTION--- ----NET PROJUCTIDN---- BIL 6AS  RET DFER  SEV#ADU+ NET OPER  CAPITAL  CASH FLOW
HO-YR OIL, HERL ©AS, MMCF DIL, HMREL GAS, HMCF /R S/M  REVEMUES  NF TRKES EXPERSES  COSTS, K ETAX, ¥s
12-92 . 6oo .000 .00 .000 18.58 1.00 .008 .000 . 600 . 630 .000
12-93 14.029 13.8%4 11.504 11.393 19.07 1.03  z31.182 15.34 13.321  1570.C00 -1367.404
12-94 211,83 195.5533 173.718 160.355 20.03 1.08 3452.903 242.462  930.188 9145.000 -6664.743
12-95 378. 639 305.824 310.484 200.776 21.03 1.14 4814500 452.313  976.6%0 000 5385.497
12-96 393. 437 285. 256 322.4633 233.910 22.08 1.19 7403.410 491.401  1025.550 .000  3886.479
12-97 330. 193 222.580 2¢0.738 182,762 23.19 127 4304.683 431.881 1074.80% .000 4998.001
12-98 245. 119 183.760 217.398 135.874 24.38 1,32 5471.289 363.136  1130. 4647 690 3977.43%
12-99 214,814 123.517 176.147 101.289 25.56 1.38 4642.404 208.133  921. 883 000 3412.563
12- 0 181. 934 93.346 147.18¢ 78.323 26.84 1.43 4117.788 273.318  947.981 000 2876.489
12- 1 139. 437 79.744 130.779 £3.390 28.18 1.52 3785.229 251.244 1016.381 603 2517.404
12- 2 146. 116 73.057 119.813 57.907 29.99 1.60 3641.283 241.4690 1067.200 .650  2332.393
12- 3 133.901 66.901 109.799 54.900 31.07 1.68 3503.734 232.540  620.741 008 2650.433
12- 4 122,708 $1.3%4 100. 621 00.310 32.62 1.76 3371.401 223.777  &01.779 009 2493.840
12- 3 112. 430 36.225 92.209 46.107 34.27 1.83 3243.824 215.303  484.348 620 2344.148
12- 103.631 51.526 84.502 42.251 35.00 1.89 3037.583 201.619  699.776 000 2136.170
STOT  2767.747  1796.99%7  2269.555  1473.540 25.32 1.33 59423.407 3944.227 11763.29% 10715.000 32980.879
REN. 363, 201 282.625 453.507 231.763 35.00 1.8 14661.531 1100.910 35190.188 .080  10365.433
TOTAL  3333.000  2079.624  2733.062  1705.293 26.96 1.40 76084.936 5050.137 14973.487 10715.000 43346.312
con. . 600 .600 NET DIL REVERUES (M%) 73693.382 - PRESENT HORTH PROFILE---------
BET GAS REVENUES (H%) 2391.54% DISC  PU OF MET DISC
LT 3333.0600  2079.624 TOTRL  REVEXDES (1) 76084. 934 BATE  RIAX, M5 RATE
BTAX RATE OF RETURN (PCT) 48.81  PRBJECT LIFE (YEARS) 22.032 .0 43344.312 30.0
ETAX PAYDUT YEARS 3.33  DISCOUNT RATE (PCT) 10.000 2.0 30315.83% 35.0
ETAX PAYOUT YEART (DIS0) 3.81  CROSS DIL HELLS 28.000 3.0 24481.337 46.0
BTAX RET IMCBHE/INVEST 0.05  GROIS A HELLS .0o0 8.0  20238.213 43.0
ETAX NET INCOME/INVEST (DISC) 2.78  CROSS MELLS 28.000 1.0 17098.974 30.0
12,86 14434.719 60.0
INITIAL . 1. FRACTION 1.000080  INITIAL BET DIL FRACTIDN .z20000 15.8  11357.109 70.0
FINAL  H.1. FRACTIDN 1.000066  FINAL  NET DIL FRACTIDN . 820060 18.8 §972.191 80.0
PRODUCTION START DATE 11- 1-93  IHITIAL KET GAS FRACTIDN . 820008 20.0 7676.836 90.0
HOKTHS IN FIRST LIRE 1.60  FINAL NET CAS FRACTION . 820000 25.0 H77.366 100.0

TABLE 26
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PENNZOIL-BALJANAR PHASE 111 (PUD) DATE: 12/16/92

HALJAMAR GRAYRURC SAR ANDRES TINE: 11:63.13
LEA, KA FILE: RALHAR
OPR: WISER DIL CO. BET: 10
RESERVES AND ECODHIOHICS
RISER DIL CO. - ESCALRTED T. SCOTT HICKAAN & ASSOC
PERKZOIL-BALJARAR NFLD PROJECT AS OF DECERGER 1, 1992 PETROLEUN ENGINEERS
--PRICES--- --------DPERATIONS. M§-------- 10. 60 FCT
-EXD- ---CROSS PRODUCTIDR--- ----NET PRODUCTION---- DIL  6AS  NET DPER  SEV+ADU+ KNET OPER  CAPITAL  CASH FLO4 CUM. DISC
HO-YR OIL, HERL GAS, WMCF DIL, MRRL ©AS, MACF S/B  $/M  REVENUES WF TAXES EXPEMSES  COSTS, P& BTAX, K5 ETAX. H$
12-92 . 600 .G6D .000 .000 18.58 1.00 .060 .0e0 . 600 .008 . 660 .608
12-93 . 608 .0e0 .660 .000 19.07 1.03 .060 .0go il .000 .bod .600
12-94 7.4 26.334 22.315 21.758 20.03 1.08 470.491  31.228  133.811 8135.060 -7829.548 -6437.893
12-93 177.878 160. 098 145,840 131.274 21.03 1.14 3216642 213.503  752.983 000 2250.154 -4878.147
12-98 263. 8%7 212,68 218.063 174.402 22.08 1.19 5021.966 233.333  704.6%4 .B60  39B3.939 -2045.774
12-97 256. 031 1835. 437 209.962 152.222 23.1% 1.25 5058.833 335.780  739.919 .60 3983.124  528.398
12-98 218. 575 146,189 172.392 119.875 24.34 1.32 44B1.170 297.438  776.925 000  3404.807 2330.315
12-99 173.381 108. 475 142.320 §8.950 20.56 1.38 3740.87% 249.628  736.080 630  2755.171  4001.987
12- 0 144,914 83.326 118.829 $8.327 26.84 1.45 3288.503 218.274  793.880 .G00  2276.344  5107.337
12-1 123.178 $4.658 101.006 33.028 28.18 1.52 2927.334 194.302  833.5¢9 .00 1899.453  5945.862
12- 2 104. 963 32.432 86.020 42.011 29.59 1.60 2614226 173.520  875.238 000  1565.448 6574.098
12- 3 93.426 456.713 76.609 28.305 31.07 1.68 2444.627 162.262  919.020 .60 1363.343 7071.489
12- 4 84. 807 42.403 69.342 34.770 32.62 1.76 233.069 134.658  £609.436 003 1565.930  7590.861
12- 3 76. 963 38.452 §3.126 31.063 34.23 1.8% 2220711 147.400  639.929 000  1433.382 80623.043
12- % 9. 880 34.940 37.302 28.601 35,00 1.89 2059.816 136.720  454.336 .000  12468.760  8370.814

ST0T  1815.227  1202.604  1488.48% 986.136 25.90 1.36 39875.247 2648.043 9187.833 8137.GC0 19922.334 §370.815
REN. 272.773 136.386 223.67%5 111.838 35.C0 1.89 8040.372 533.480  2860. 140 .000 4644.532 9347.112

TOTAL  2083.000  1338.990  1712.161  1097.974 27.09 1.41 47935.439 3181.728 12050.045 8135.000 24568.846 9347.112

cum. . 000 .600 NET DIL REVERUES (#$) 46384.474  ----eeee- PRESENT RORTH PROFILE-—------
NET GAS REVENUES (M%) 1551.165 DISC  PH OF NeT DISC  PH BF XeT

ULT. 2088.000  1338.990 TOTAL  REVERUES (M%) 47933. 639 RATE  ETRX, M§ RATE  EIAX, NS
ETAX RATE OF RETURR (FET) 37.30  PROJECT LIFE (YEARS) 19.304 B 24068, 866 30.0 1171.439
ETAX PAYDUT YEARS 4.4  DISCHUNT RATE (PCT) 19.000 2.0 20038.383 35.0 446.789
KTAX PAYDUT YEARS (DISD) 4.88  CROSS DIL MELLS 21.060 3.0 14934.707 40.0 -72.336
BTAK HET INCEME/INVEST 4.02  GROSS GAS RELLS .oea 8.6 11243.411 43.8 -448.74%
RTAX NET IRCOME/INVEST (DISD) 2.35  ERDSS RELLS 21.000 10.0 9347.112 50.0 -722.851
12.8 7779. 454 60.6  -1068.084

IRITIAL H.1. FRACTIDM 1.000000  INITIAL NET DIL FRACTION . 820000 15.0 3907.8%6 70.0  -1245.008
FINAL  KH.1. FRACTIDN 1.006660  FINAL  MET DIL FRACTION . 820009 18.0 4468, 962 80.0  -1328.278
PRODUCTIDN START DATE 7-1-94  INITIAL NET GAS FRACTION . 826800 20.0 3687373 90.0  -1354.377
HERTHS IN FIRST LINE 1.86  FINAL  NET GAS FRACTION . 820009 25. 8 2198.762  106.0  -1347.117

TABLE 27
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