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T. ScoTT HICKMAN
CONSULTING ENGINEER
416 BUILDING OF THE 3OUTHWEST

915-383-4391
MIDLAND, TEXAS 79701 .
., 197(?.\.“, e
Maralo, Inc '
’ . L3LB *

Box 832 .,&3343 3A__
Midland, Texas 79701 x o M‘@Q@ e
Attention: Mr. Jack Semon 9 ju 11

Re:

Gentlemens:

Secondary Recovery Study
Proposed Maralo Jalmat Yates Unit
lea County, New Mexico

As you requested, we have campleted and furnish herewith a secondary re-
covery study for a portion of the Jalmat Yates field. The study conclules
that a water flood operation will increase future recovery and prcfit as

summarized below:

Effective Date

January 1, 1977

Net Reserves - bbls oil 735,109
- Mcf gas 154,633
Net W.I. Profit, Undiscounted $9,979,282
Discounted @ 8.5% 4,781,746
Return on Investment 11.0
Rate of Return 37%
Payout 4.2 yrs

These econamics are before consideration of Federal Incame Tax.

The unitization of royalty and working interests is recammended for the most
practical flocd operation, and some typical parameters for consideration are
included in the report. It was assumad that unit negotiations and signatures
can be concluded by late 1977 and water injection commence in early 1978.

A water flood plan using both drilled and converted input wells is recommended,
and the flood investment is estimated at $910,000. This estimate is based on
typical costs for various cawponents of the plan and not on a detailed design
and cost analysis.

We appreciate the opportunity to conduct this study for Maralo, Inc. and
return to you the earlier reports and data furnished from your f£iles.

Yours very truly,
-/ i /% «//&jr///// i_.).
R E. Hammond

REH/kez
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CONCLUSIONS

A water flood operation in the study area should recover same
850,000 gross barrels additional oil over current operations.

Unitizing the six affected leases is recammended for a practical
flood operation.

A unitized flood will require an estimated investment of $910,000
and will return to the working interest owners nearly $10 million
undiscounted profit before Federal Incame Tax with a 4.2 year
payout and 37% rate of return.
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SUMMARY OF RESERVES AND ECONCQMICS
OPERATIONS AFTER JANUARY 1, 1977

Gross Reserves
0il, BBL
Gas, MCF

Net Reserves to WI
0il, BBL
Gas, MCF

Future Revenue to WI
After Expenses and Severance Tax

Capital Investment

Future Profit to WI

{(Bafore Federal Incame Tax)
Undiscounted
Discounted @ 8.5%

Profit/Investment Ratio
Payout
Rate of Return

EXTSTING

OPERATIONS

139,658
776,438

120,802
671,622

$1,484,412

0

$1,484,412
1,283,569

WATER FLOOD
OPERATIONS

989,490
955,200

855,911
826,255
$12,373,694

$ . 910,000

$11,463,694
6,065,315

12.6

2.0 yrs.

45%

INCREASE DUE
TO FLOOD

849,832
178,762

735,109
154,633
$10,889,282

$ 910,000

$ 9,979,282
4,731,746
11.0

4.2

7

37%

[#2]
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SECONDARY RECOVERY STUDY
PROPOSED MARAIO JAIMAT YATES UNIT
Sections 12 & 13-25S5-36E and Section 18-25S-37E
Lea County, New Mexico

Introduction

The purpose of this secondary recovery study is to develop estimated re-
serves and econamics under water flood operation. Earlier reports indi-
cating feasibility of water flooding the properties were reviewed, and
production data and other factors which might be considered as a basis
for unitization were updated. The proposed unit area (Fig. 1) includes

6 leases with 16 wells drilled between 1948 and 1951. Production is from
the Yates sand at an average subsurface depth of 3,000 feet.

Geology

The Jalmat Field is located on the eastern side of the Delaware Basin on

the west flank of the Central Basin platform. The field is over 30 miles
long ard 3 to 5 miles wide, tending in a slightly northwest to southeast
direction. Regional dip is to the west into the Delaware Basin. Producticn
is primarily fram the Yates and Seven Rivers formations of Permian Age. The
Yates ranges fram 200 to 300 feet in thickness, and the Seven Rivers from
400 to 600 feet thick.

The study area is located in the southern part of the Jalmat Field near the
western edge, about 1 mile northwest of Jal, New Mexico. The Yates for-
mation here is about 200 feet thick with the oil productive section being
in the upper 125 feet. Fig. 2 shows a typical log of the Yates sand. Pro-
duction is found in four sandstone intervals separated by anhydritic dolo-
mite sections. The productive intervals appear to be continuous across the
study area.

Four Seven Rivers wells were campleted in the study area during the 1930's
and later plugged. No geologic data are available on these wells.

Yates structure in the study area (Fig. 3) is relatively flat and bounded by
higher areas to the north, south and east. These higher areas have increasing
gas saturation in the Yates sands. These sands tend to thin toward the west
and to diminish in quality.

Reservoir Properties

Cores fram 2 wells in the study area indicate an average 15.5% porosity and

24 md. permeability. An original gas-oil contact was picked at 300 feet above
sea level, and no cil-water contact was established. Initial bottom hole pres-—
sure was reported as 1,40C psi. Since logs are not available for same wells,
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it was considered impractical to construct an isopach map of productive
sand or to calculate a reliable volume of oriqinal oil in place.

Primary Performance

The 12 active (14 total) oil wells in the proposed unit area produced
23,376 bbls of oil and 144,535 Mcf casinghead gas during the 12 months
ended October 1, 1976. This represents an average production rate cf

5 barrels per day per well with an average gas-oil ratio of 6,183 cu. ft.
per bbl. Accumilated oil production to October 1, 1976 was 1,283,584 bbls
for an average of 91,685 bbls per well. Cumulative oil produccicn for the
Yates wells is given by Figure 4, which shows highest recoveries near the
central part of the proposed unit. The 2 Yates gas wells produced 16,663
Mcf (average of 23 Mcf per day per well) during the year ended Octcker 1,
1976 and had accumulated 2,747,009 Mcf by that date.

Curves projecting primary oil production and gas—-o0il ratio trends for
five of the six leases in the proposed unit area are shown in Figs. 5
to 9 inclusive. No curve was prepared for the Wells lease as its Yates
well was temporarily abandoned in 1972 after accumilating 48,341 bbls.
Fig. 10 shows total oil producticon and gas—oil ratio for the proposed
unit area based on a sumation of the individual lease curves.

The production curves show typical decline trends for all leases except

the Winters "C" lease where the normal decline was interrupted by a steep
production increase in January, 1975 which reached 2,521 BPM by Septenber,
1976. This trend reflects a typical water flood response and indicates that
the Winters "C" lease is receiving benefit fram some accidental water flood-
ing, possibly from the salt water disposal well northwest of the Winters "C"
#4 since this well and the Wells #1 both have been temporarily abandoned
because of high water production.

In order to estimate a true primary production performance for the area,

an adjusted primary oil curve was constructed for the Winters "C" lease.
Based on this projection, the lease had recovered an estimated 19,254 bbls
of secondary oil by October 1, 1976. This gives an adjusted primary cumula-
tive o0il production to Octaber 1, 1976 for the wunit area of 1,264,330 bbls.
Future adjusted primary is estimated to be 38,862 bbls of oil and 663,471
Mcf of casing-head gas giving a unit total estimated ultimate primary oil
recovery of 1,303,192 bbls.

Projecting the future performance of the accidental flood is hazardcus
since the extranecus source of water may became plugged or may channel
through a permeable streak to water out producing wells. For purposes of
this study, it was assumed that the Winters "C" Lease production would con-
tinue to increase to a maximm of 3,000 bbls per month and hold steady for
two years before decline. This gives future unit production under existing
operations of 149,522 bbls of oil and an ultimate increase of 129,914 bbls
over the adjusted primary due to the existing accidental flooding.
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Future production fram the 2 gas wells is estimated at 114,500 Mcf based
on the gas well production curve for the Maggie Rose lease.

Secondary Recovery

Since the reservoir data was not adequate for a volumetric determination
of o0il in place, any attempt to calculate secondary reserves would not be
reliable. Numerous water flood projects have been initiated in the Jalmat
Field, and sane of these have been in operation for 6~12 years. The re-~
sults experienced by the more mature projects should give a dependable
indication of what might be expected from the proposed unit. A study was
made of five projects considered to be most representative of conditions
similar to those in the proposed unit area. Three of these projects in-
volve only Yates sand where the wells had been cased, perforated arnd frac-
tured. Ultimate seccondary reserves are estimated at about 40% of ultimate
primary for one project and about 100% for each of the other projects.

The remaining two projects studied involve Yates and Seven Rivers forma-
tions with most completions being open hole. Here the secondary reserves
ranged from 50% to 80% of ultimate primary.

Yates campletions in the proposed unit area are mainly copen hole, so flood
control may be less precise than if the various sand lenses were open through
performations. On the cther hand; flood efficiency with only Yates sand in
the proposed unit may be samewhat better than if other formations were also
included in the open hole. Considering these factors, a secondary recovery
of 75% of ultimate primary was assigned to the proposed unit, assuming the
flood plan adopted gives good coverage over the productive area.

Fig. 11 gives an oil production rate projection for the proposed unit under
water flood operaticn that will result in a 979,746 bbl increase over ad-
justed primary recovery. This forecast is based on the flood pattern set
out in Fig. 12 which involves initial conversion of five wells to injecticn
service and drilling five new input wells. First injection was assumed to
occur early in 1978. It is suggested that conversion of Winters "C" #3

and Winters "B" #4 be delayed until after flood reserves to the west and
southwest of these wells had been recovered. The proposed injection pattern
is consistent with the Reserwve 0il & Gas Campany's South Langlie Jal Unit
pattern on the east boundary of the proposed unit. While the Reserve unit
is currently injecting mainly into the Seven Rivers formation, it was as-
suned that Reserve would cooperate with the proposed unit in flooding Yates
sand along the camon boundary. Likewise, it was assumed that Dalport
would cooperate by converting its Winters #1 well to injection. If Conocc
chose to cooperate along the west and southwest boundaries of the proposed
unit, the number of injection wells to be drilled could be reduced. The pro—

posed injection plan would flood approximately 465 acres out of 680 acres for
the total unit area.

The injection wells to be drilled would each flood fram 20 to 30 acres with-
in the proposed unit area that would otherwise not be effected by water in-
jection. Primary recoveries in this part of the study area, as reflected in
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Fig. 4, average about 60,000 barrels per well or 1,500 barrels per acre.
Secondary recovery should average at least 1,000 barrels per acre or a
minirmum of 20,000 barrels per injection well. For an investment of $60,000
and operating expenses of $50,000 over an eight year life, each proposed
injector would return a profit of at least $115,000 before Federal income
tax. Drilling of the most northerly proposed injector could be deferred
until adequate production testing at Wells #1 and Winters "C" #4 demon-
strated that the accidental flood had not moved out most of the recoverable
0il nor watered out the reservoir in this area.

Investment

The investment to install the proposed injection project is estimated at
$910,000 as detailed in Table 1. Injection water should be available for
purchase fram Skelly who operate a water system about six miles south of
the unit area. The cost estimate is based on laying a line to the Skelly
system and purchasing relatively fresh water at a cost of about 5¢ per
barrel. An alternative would be to drill water supply wells to the Santa
Rosa or to the San Andres formations, but the water quality would be in-
ferior and would probably increase water treating and equipment corrosion
problems. There is also a possibility that water might be purchased fram
the Reserve unit to the east or from other units located six to eight miles
north if any of them had a surplus water supply situation.

The injection plant would be capable of delivering about 2,500 barrels per
day at 1,500 psi. Input wells should be capable of accepting 300 to 500
barrels per day initially and 200 to 300 barrels per day after injection
pressures build up, based on experience at other floods. The injection
system lines to be installed would be cement lined and externally coated
to minimize corrosion problems and would be buried to protect from freezing
or interfering with farming activities.

The estimated investment also includes funds to construct a central tank
battery and to provide for individual well testing so that performarce of
the flood can be monitored. In addition to drilling and converting injectors,
two temporarily abandoned wells are scheduled to be returned to production.
After flood response becames evident, the other producing wells would be

cleaned out and possibly some wells deepened to achieve full benefit fram
the water injection.

Unitization

The flood plan contemplates unitization of both royalty and working interests
in the area to protect equities and to permit maximm operating flexibility
and efficiency. The edge properties of Dalport and Conoco are not included

in the proposed unit because these operators are reported to have previously
SO requested.

Table 2 lists typical parameters frequently used for equity allocation.
Table 3 lists the reported working interest owners and their individual in-



terests in each lease. Since the future adjusted primary oil production
is small relative to the expected future oil production with water flood-
ing, an equitable single phase formila for unit participation appears to
be practical. It is recammended that a 550 foot interval beginning at the
top of the Yates be unitized so that some wells can be deepened into the
Seven Rivers if necessary to take full advantage of injection at the ad-
jacent Reserve project.

PR,
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Economics

Cash flow projections for continued current operations and for water flood
operation after January 1, 1977 are shown in Tables 4 and 5, respectively.
Current operation includes same anticipated further favorable response on
the Winters "C" lease fram the accidental flood, as previocusly described.
Incremental econamics of the flood operation are shown in the Sumary of
Reserves and Econamics table at the beginning of this report. The esti-
mated flood investment of $910,000 would yield an undiscounted profit
before Federal income tax to the working interest owners of nearly $10

g million with a 4.2 year payout and a 37% rate of retum.
The econamic calculations assume that the current stripper oil price of
ﬁ $13.51 per barrel increases 7% per year until it reaches $20 per barrel,
& then remains constant. The current monthly operating expense of $3%0 per
well (estimated $425 per well with water injection) was escalated about
] 6% per year until future well abandomments begin to reduce total costs.
& Gas price was held constant at the existing values of 63¢ per Mcf for

casinghead gas and 77¢ per Mcf for gas well gas. A total wellhead tax
rate of 7.0% was used.

L 0

€

e 6

Wi
i

~J
i



R-36-E R-37-E
Conoco T World wide T :
1 Energy : '
1
6 2 H . N .
. ” H » ' ! °
! 1
A Vot ! :
]
e ____ : :
Tenneco i '
3 ' '
2 .o
o
o3 o »? o' . , P
Wells o™ N wesrs ; o
Arco 2 Warald inc. Daiport H
o £ '3 ot o? v ol et
»? ' »°
Y b "
. w
'
; n
o3 ¢ | { Reserve Oil & Gas Opr.) £t .
i ' I 7
L [ ] -
T ’4 ’ : ). .9 )IO ° T
1
Winters ¢ " Winters ! w w
25 ¢ 1 Moraio, inc. b Maraolo, inc” . 25
ono?o ot p o3 o2 o
s .2 : ol rys #*'2 S
i i3 . 1
' Humbie Winters 4" w s
: Moralo, Inc.
‘ o ¢ South Langlis Ja! Unit
s ! . o2 )Il o
I
i . » » 6 oV w
-y # i w
| _ Sholes_ _ _ __:_ _5holes |\ ariamea¥ NI Briaarimidy. _ _ _ umbis Winters % __________________________________
\Marato, Inc. Conoco Marolo, inc 2 2 2
| $? o5 o? ot 2 . &
3 ': 20
i
‘ \
1
' \
! v
ll o P i o
£2 1 gm . - .
26
: -3 o?? w”
! Undley Sholes U.S. Maggis Rose
Humble Aztec . Conoco : Conoco Conoco Cenoco | Conoco
1 1
’ : I t s
» » ¢ * ! . | 4
.
R-36-E R-37-E MARALO INC.
JALMAT YATES POOL
FIG. | LEA COUNTY, NEWMEXICO
PROPOSED JALMAT YATES UNIT ;
MAP OF PROPOSED UNIT AREA i
= - DATE: 1. 76 g
e

L |

b

&



e

%

5

TOP YATES — T

NET PAY

HUMBLE WINTERS "A" NO. 1
SEC. 18, TWP 255-RNG 37 €

GAMMA RAY NEUTRON

=
_

2900

3000

- B
FIGURE 2
TYPE LOG

JALMAT POOL
LEA COUNTY, NEW MEXICO




R-36-E R-37-E i
Conoco | World Wide
t Energy
1
:
.
¢ 4331 /
1
:
'
1
t
i ]
Datport 7 \
o6
1
.
k4 T -]
”
Winters ¢~ Winters '
Conod Marato, Inc. ‘\{\ Maralo, Inc. 25
ono-I:o o . o3 A \Lj
o : +264 +258 o o2 S
+265 ! +259 +29i "
| (3
| | __ tombie Winters 47 |
: Marale, Inc.
! N .
o : o o? o®
1 +282 +293
t A i
_snolms_____shotes /|3, o Humote Winters f I
iMarclo, inc. 23
1 / w2 32 .
”3 i 'l:‘b / +316
x
! o
'
: .l rL) .27
|
o : gis +266
| +2?O +384
Lindl_ty Sholes U. 8. Maggie Rgn !
Humble Ax'nc X Conoco : ongco Conoco’ Conoco | :
'
Wi : o
| | .
” ” * +284
.
i
R-36-E 293 R-37-E MARALO INC. :
JALMAT YATES POOL
FIG. 3 LEA COUNTY, HEWMEXICO
STRUCTURE MAP--TOP OF YATES PROPOSED JALMAT YATES UNIT
c.l 25’ et DATE : it . 76 ;




L]
R-36-E R-37-E
Conoco . Warld Wide 4 i
1 Energy : :
]
o o » : i
) t
s* , u? ' :
W __________ L™ i E
Tenneco ' '
b 1 '
\ 1
' \ !
s »* i
o3 o! »? e A ' v
48
Wells 12 e / WHR ; ;'
Arce 2 Waralg Ine. Dalport
o3 ot o’ 08 [}
A / / 8l 89 »
2
% \Oo w
3 |y 1
° * { Reserve Oil & Gas Opr) L
o' 89 139
T o T
»' ” ,s o9 )»o
winters €\ \
2 5 1 Marolo, Inc, h Maraio, in¢: 25
Cnnml:o o3 - o3 o? 9
S o ! 57 73 101 |50 " o2 e S
1 165 53 3 5
! : o 2 .
: | rpete woters W7 .
: Marglo, inc.
t
: ;9 l(;.'; ’ R South Longlie Ja! Unit " "
» I ® * »
! 99 51 .
' - ” »" 7
| _ Sholes_ _-_:_ _ghotet |\ earameainIOIS Brmrarih _ _ _ Homble Wiaters /lle- e [ B
Marolo, Inc. Conoco Marale, inc. N 2
1 o€ e? E-S g » s D
1 85 S0 ‘ 20
3 ! N .
' |
‘ t
t N
: M 2] E .27
2 I \~ 24
- h g8 3 * *
1 g v 28 26
! 3 » . 4
! Lindiey Sho'es U.S. Mapgie Rose N
Humba ‘ Aztec ' conoco | Conoco Conoco Conoce | Conoco
[ ' | [
1 '
» ” : * ‘ . ! o
. .
3
R-36-E R-37-E MARALO INC. 3
K
FIG. 4 . b
JALMAT YATES POOL ’
CUMULATIVE OIL PRODUCTION FOR YATES WELLS LEA COUNTY, NEWMEXICO i:
M BBLS PER WELL 70 OCT.l, 1978 PROPOSED JALMAT YATES UNIT ]
[OU— DATE: 11 - 76 ﬁ
s mim t :




Gas/01l1 Ratio - Mcf per Barrel

0z

1

:;

_ 61 61 61 61 61 61 61 61 | ~08 ®1 BL 61 BL61 L 61 61 6T | —¥L 61| €L 61| 2L61
T T T
R R T
T I 1 CET T EREREENARANRN
T TE O T O T
8! & THIHEE I
e HHH GREEH uns B! L&t s i
HiRE i B i
e T T THH Uz HrH
: Ed=adfachid Ananudannass gsHaganss HEH FE HET R H
H HHHH 23 He b P R !
L | ] * { ﬂ_ i a
H BEERRRERNNSRURUGEARANRRNNANA] URANNRSHRE HEH HHAHHH LH L :
[T RENAE ENUESA ENNRNNIA Bug jpeesnn A REstnR=cd REaniil
-+ T s=| w.
EEEER 2t 3
1 (i NEE | S S REEEShEREe 4
R e T il
HH S 1 ! o
SERSEIERaRaseS! _Iu.‘..gm,uru RS &
tegs=gsgtans uEass v -
b P T .L_TM
T ‘J%T.w
SETeeatiaisesaahain 2
SSssaskyd=s = o m
cr
-
s 8
1]
‘E
-
t g
5 o
00" '3
N H
L ¢ T
i il 5
i [ad
=2

L

14
j518 i S R

I 0 R

580!
"
s O R

uoT3oNpPo,

" : ! -

M 1 it

: '
S SISEE S2s=maaz 3

L i 00TXaN M3N ‘A3uno) wIT

spl PTOTd 8998 jEuTsy 5
B S=ss i
i W Fiis ; 5 g
H 6
ek g




—2861| g 6!

1Ll
T

o s (o
1a28
annr

st
i

T

I_,_1_1,:11:"
1

2SR =

D O B A1 9 1 1.

G 2
I
t
I
=

bat e

ps

o
BsnmnSuEE

if

Gas/oil Ratio - Mcf per Barrel

T

001

=
i

t

T
=
I

o
s o

o s 3

+
B

SEE

T

1=
Tt
T
SET
I
T

1 e g e
L }
L
-

1
t
i
1
t
T
I
T
!
=

T
T
1

yauoR Jod sTeII®g - UOT3ONPOId TTO

et ]
T

i

i
T
0
.

EaE

s
T
T
=
1
I
T
Ty
T
fptt
yumgws
smEm
s
T
s
pEE wEw =

u ‘ T
waus B 1 SEWR byus t peguSanhs
HEHHHH 5 Siisssstesaesessq Rl RLEastREER R SRER Y NR AR 8 Hit
BERNRNRRRE H | (1. H
NRAN RN BRREN RRERRE: T
SUARRRSARRRS ARRNNORRNNNY URRRE T M RRRRES H_ REGREARRERNRRARRARRARURURNAD
waihs binwus wax, TR
[ anam e u
1 T 1 BE

e o
T =t

T
’J\
| DE
il
UneE
:
1
"
7
T
1
(KB g
jase
mse
T
T
!
-
1
1
-

i
I

" T T Hi e
= ¢ Jn.‘“ = { i L‘ ) ]
T = T ¥ -y S w =
| : - i i T I s
£ SR e T e R
SESES 8| 3 = =

ODTXI AdY ‘L3mno) ve] p
PTISTL 8938 j=a(ep i3
dSVET .V, SUILAIM TTIRNH - OTBIVW I+

T
T

ja s
"

i eust
i

T
i

1

il
it

= 5 FHit
- 25 EREE!
ESES35355S 323 ; 8= = 2
| iieelfetis 2 ZiEsEeE .L‘
ESasiigeasaganirisaoasigs ; soes g SEREEEEE :
=33 T - iZ3E 23 o g -
e Snzas 5 5




Gas/oil Ratio - Mcf per Barrel

61 61 61 cE 61 ¥8 61 ¢g 61
' T T T T T
+ ! LT
t :
[
f +
8N 3 REEE!
BEREEEEREE
L 1]
5 ¢ gt fobes 44
g P R
3 ia
£
s H
1 I 23
ssapaldsas ada; i
b -
“ 2 o
SEEssiEeSRRpEEEaSREREs S2E3cEes g
nuunnxihr.z Hh e
SEEEZEESRRSIERESS: 3
et .
§ESSESgE=SRytEaell
9 e
35 mm

I

gerid

0z

gwal
=
[
[
t
T
I

4
Ha P
BRERER

OdTXa AN ‘A3umo) wd]
PTSTL 8938 jJwaysf
asval 49, SHILNIM - OTsIwy

YauoR Jod sTeIIBY - UOTRONPOId TTO




:
H
i
&~
Z
s
8
d
3
8

T Jannr| b~

ODTX3W MaN ‘A3uno) BI]
PTRTL 8938 JBW[Bf
dsval 0, SUILNIM - OTBIBY

YO0 s

e

#5

uoT3oNpoId T10

yauoy xad sysxxsg




Gas/o1l Ratio - Mecf per Barrel

3oNpoad 110

YIUON 13d sTqg - woy

UOT3oNpOIg TToM eap
I naNN NN !
gL .,xﬁ,v

OdTX3Y may .han:oo BT
PTTJ sagmx JwaTep
ASVAT Fsoy ATOOVW - oTeIEy

ad gou - uoTyonpoayg TT9H s®y

I

Y3uoy

107 OTI% Tr0/sup
51 Bi oY 7 1332 E s ’wv‘vﬁ‘ 3




Oas/011 Ratio - Mcf per Barrel

R |

1988 _.

Sy

19 .87

i

e grasaratal

i

[N

1986 ..

TEET T

1985

il

Jalmat Fleld

19.

=

19.83__

Gas

Adjusted Prirary :
/011 Ratic

L4

19.82

13.

3

011 Production

Adjusted Primary [

19 BQ.

1979 __

4

19.78

|

Actual
011 Production []

|

1977 .

1976 .

19.75__

1974 ..

1973

19.72

19.7]

.9.70

1963..

©

Yauoy xad sle.aeg - UOTIONPOd TTO




TLE et

6L 6t

ThL6T

v oz
z »

Kreuy

uoiqonpoId

g

pa3snfpy

T3ompOx

Iz

POOTL

1300poad 38808

9988 U3

GOE - Mcf/éé[

i

t

SR AN N

Z77

a7y

g75

1T UOTI

=

e

~a

Aop o syqq — worpoopoyys Ji0




TRy

TR

%

R-36-E R-37-E
|
Conoco | World Wide : |
1 Enervy ¢ t
] 1 :
of 1 # X : °
' ¢
"t H w ! i
1
wells ! X i
—-"‘—""'"‘Tr.'m;‘.ao '''' ':v’/'/’/ﬂ ( :
[} |
] 1
N t |
' * '
VoW ¢
o3 o »? o : , 2!
Wolls____|p ¥ wells 7 X
ATCo 2 ‘Warald inc. Dalport '
o ;}“ 1 4 [ @ ! o5 (3
1 3
»? ) 4
yoat »
r | w w
'
|
) . ]
o3 ¢ | { Reserve Oil & Gat Opr.) ## .
1 J | 7
. . .
' Q ; . © < T
L ' ’ " »
Wwinters "¢ " Winters i w w
Conob Margle, inc. b Maralo, inc’ 25
ono’o ot p o3 @ o't
ol ) o! G} #*12 S
: 13 . 15
| Humble Winters ? . - »
: Moraio, inc. E
1 4 ]
! . * South Langlie Jal Unit
! 2 18 19
4 : @ . &
\ ” s @e o7 w
| _ Shoks __1'_ Snoles 4}./1@4"’1"_”_ ?-aér(/pz . . frmole Winters 8- R R
tMarolo, Inc. Conoce Marclo, Inc. ) v
A o @\ o a .
3 i y @20
1
) \
[}
i #
1
1
1 o o ; oZ
\
2  gm * 1 * o
; 25 » 26
V' Lindiay Sholes U.S. Maggie Rose w
Kunble Aztec N Conaco . Conoco Conoco Cenoco . Conoco
| t
’ , i i
» ” 1 ! . l o3
.
I
R-36-F R-37-F MARALO INC. i
i
A = t
WATER FLOOD PLAN Fio. 12 JALMAT YATES POOL %
@ LEA COUNTY, NEW MEXICO 5]
Weil to be converted 1o input PROPOSED WATER FLOOD PLAN . t
in Yates sard 00 L PROPOSED JALMAT YATES UNIT i-ﬁ
Yates zand input well to be i
drilied . el CATE 1i-76 ‘(-..g
i




L )

Sk

s B,

BR

Pty

£
%
7
<

TABLE 1
ESTIMATED WATER F1OOD INVESTMENT

PROPOSED MARAIO JAIMAT YATES UNIT
LEA COUNTY, NEW MEXICO

Develop Water Supply

Install Injection Piant

Install Injection Lines (20,000 Feet)

Install Central Tank Battery And Connect Producing Wells
Return 2 TA Wells To Production

Convert 5 Wells TbAInjection

Drill 5 New Injection Wells

Clean Out And Possibly Deepen 7 Producing Wells

Miscellaneocus (10%)

$200,000
80,000
90,000
50,000
10,000
70,000
300,000
30,000

€0,000

$910, 000



1.

2.

7.

10.

11.

12.

ACRES IN LEASE
Percent

USEABLE WELLS
Percent

. CURRENT OIL PRODUCTION

(YEAR ENDED 10-1-76)
Percent

. CURRENT GAS PRODUCTION

(YEAR ENDED 10-1-76)
Percent

. CURRENT ECUIVALENT OIL PRODUCTION

(YEAR ENDED 10-1-76) *
Percent

ADJUSTED CURRENT BQUIVALENT OIL,
PRODUCTION (YEAR ENDED 10-1-76)
Percent

CIMUTATIVE OIL PRODUCTION TO
10-1-76
Percent

ADJUSTED CUMULATIVE OIL PRODUCTION
T0 10-1-76
Percent

. FUTURE ADJUSTED PRIMARY OIL

PRODUCTION
Percent

FUTURE ADJU§TED EQUIVALENT OIL
PRODUCTION
Percent

ADJUSTED ULTIMATE PRIMARY OII,
PRODUCTION
Percent

FUTURE PRIMARY PLUS SECONDARY
RESERVES ®*

Percent

Considers 21 MCF casinghead gas and 17 MCF gas well gas equivalent to 1 BEL oil.

TABLE 2

TYPICAL PARAMETERS FOR PARTICIPATION
PROPOSED MARATO JAIMAT YATES UNIT

LEA COUNTY, NEW MEXICO

HUMBLE HUMBLE MAGGIE
WINTERS WINTERS "A" WINTERS "B" WINTERS "C" ROSE  WELLS #1 TOTAL
80 80 160 160 160 40 680
11.765 11.765 23.53 23.53 23.53 5.88 100.00
2 2 4 4 3 1 16
12.50 12.50 25.00 25.00 18.75 6.25 100.00
933 2,713 2,471 16,752 507 0 23,376
3.99 11.61 10.57 71.66 2.17 0 100.00
18,895 37,696 22,414 15,620 49,910 0 144,535
13.07 26.08 15.51 10.81 34.53 0 100.00
1,833 4,508 3,538 17,496 3,070 0 30,445
6.02 14.81 11.62 57.47 10.08 0 100.00
1,833 4,508 3,538 2,715 3,070 0 15,664
11.70 28.78 22.59 17.33 19.60 0 100.00
150,392 218,429 378,614 398,081 89,727 48,341 1,283,534
11.71 17.02 29.50 31.01 6.99 3.77 100.00
150,392 218,429 378,614 378,827 89,727 48,341 1,264,330
11.89 17.28 29.95 29.96 7.10 3.82 100.C0
2,667 11,277 13,428 8,340 3,150 0 38,862
6.86 29.02 34.55 21.46 8.11 0 100.00
5,599 19,446 20,457 11,788 19,951 0 77,241
7.25 25.18 26.48 15.26 25.83 0 100.00
153,059 229,706 392,042 387,167 92,877 48,341 1,303,192
11.74 17.63 30.08 29.71 7.13 3.71 100.00
120,393 191,726 314,489 282,909 89,609 36,256 1,035,382
11.63 18.52 30.37 27.32 8.66 3.50 100.00

No. 10 plus 75% No. 11 (less 19,254 BBLS).
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T. ScoTtT HICKMAN
CONSULTING ENGINEER
416 BUILDING CF THE SOUTHWEST

915-683-4391
MIDLAND, TEXAS 79701
June 13, 1977

< (328 + 7 !
Maralo, Inc. . 2§‘3 ,Sjﬁﬂ,m '
P. 0. Box 832 o T i
Midliand, TX 79702 " S ,,\NVLN“LQ—”'~”“’“'“‘ i
Attention: Mr. Jack Semon P T e et

Gentlemen:

Re: Proposed Water Flood Unit
Jalmat Yates Field
Lea County, New Mexico

At your request we have made additional studies concerning the

captioned proposed unit. The purpose of this supplement to our initial
report dated December 9, 1276 was:

1. To analyze primary oil recovery on a per-acre basis
and secondary o0il recovery on a per-acre flooded basis.

2, To investigate the economics of a 40-acre 5-spot pattern
using drilled injection wells,

3., To investigate the economics of alternate sources of
water for flooding.

0il Recoveries

Table 1 shows primary oil recoveries to January 1, 1977 by
lease with the per-acre recoveries being based on 40 productive acres
per well, The revised unit area (excluding the south half of the Maggie
Rose Lease) has 14 oil wells (560 acres) with average recovery of 2261
barrels per acre, The total Yates reservoir, including five other wells
known to have Yates production, has 760 acres and 2081 barrels per acre
average recovery.,

Table 2 shows ultimate primary recovery from the proposed unit
will be 1,303,200 barrels or 2,327 barrels per acre, This table also
shows secondary recoveries of 2,103 barrels per acre fiooded for the con-
version plan (Fig. 1) and 2,150 barrels per acre flooded for the drill
plan (Fig. 2). The conversion plan is the same as proposed in our
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December 1976 report except that cooperative injection by Dalport has
been eliminated. Secondary recovery by this plan is estimated at 75% of
ultimate primary based on comparison with results from other floods in the
general area, Secondary recovery by the drill plan is estimated at 10%
more than by the conversion plan, or 82% of ultimate primary, because of
the improved flood efficiency. The closer and more uniform well spacing
with this plan will give better pattern efficiency, and the greater
number of drilled inputs will give better completions with improved in-
jection efficiency., The precise benefits of this better efficiency can-
not be calculated, but the 107 improvement over the conversion plan is
considered to be reasonable and could be conservative,

Table 3 compares the two plans as to number of wells, acres
flooded, and water injection rates and volumes,

Economics

Table 2 also gives a summary of estimated water flood costs for
the conversion and drill plans. Investment for the drill plan is about
double that for the conversion plan, but operating expense is less be-
cause of the reduced life of i5 years as compared to 22 years. Fig. 3
shows a forecast of future oil production rates with the two plans.

The total investment plus operating cost increased $751,000 for the
drill plan which is $8.94 per incremental net barrel gained over the
conversion plan.

Tables 4 and 5 give cash flow projections for the two plans using
0il price increases of 7% per year to a maximum of $20 per barrel and
operating cost escalation of 6% per year. Gas price was held constant
at the present 63¢ per MCF, and a 7% severance tax rate was used., Table 6
gives a cash flow projection on the same basis for continued operations.

Table 7 gives a comparison of reserves and economics for existing
operations, for waterflood operations with the conversion and drill plans,
and the increases due to flooding., Total increased profit is $321,000
greater with the drill plan, and the 8-1/2% discounted profit is $743,000
greater because of the reduced operating life.

Water Supply

Table 8 presents a cost comparison of three possible sources of
injection water for the proposed unit, First is to lay six miles of 3"
line to the Skelly system as outlined in the December 1976 report for a
2500 BPD supply. A 4" line would be required to deliver 5000 BPD for
the drill plan, It was assumed that this supply of relatively fresh
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water would cost the unit 5¢ per barrel at source plus 1l¢ per barrel
power cost for pumping to the injection plant site,

The second alternative is to lay a 2-1/2 mile line to a Union
Texas lease north of the proposed unit and to purchase from Union Texas
their presently inactive four-mile line to the Jal Water System. It
was assumed that this latter line is 4" size and might be purchased for
salvage value., This fresh water supply is reported to be available for
4¢ per barrel plus the estimated 1¢ per barrel pumping cost,

The third possible water source is to lay a three mile line to
three Maralo leases south of the proposed unit which now produce 1500 BPD
water and to drill Santa Rosa water source wells on the unit for the
additional injection requirements over 1500 BPD., It was assumed that
the Maralo-produced water could be delivered to the unit for the l¢ per
barrel pumping cost, and that the Santa Rosa water could be lifted and
treated for 4¢ per barrel. The 600-foot depth Santa Rosa wells would
cost an estimated $35,000 each to drill and equip, and they would deliver
an estimated sustained rate of 500 BPD each., Thus two source wells would
be needed for a total unit supply of 2500 BPD and seven wells would be
needed for the 5000 BPD supply.

The totals of investment plus operating cost in Table 8 indicate
that the third alternative discussed above would be the most attractive,
but this must be considered a preliminary analysis with several assump-
tions needing further refinement., The potential volume and quality of
water from the Santa Rosa wells could be less than estimated, based on
reports of testing about 20 miles north of the proposed unit, Drilling
and operation of additional source wells could increase the cost of this
water supply substantially.

Conclusions

Tha main conclusions of these further analyses can be summarized
as follows:

1., Ultimate primary recovery from the proposed unit area is
2327 barrels per acre, and secondary recovery is estimated
to range from 2103 to 2150 barrels per acre flooded, de-
pending upon the flood plan adopted,

2, Either of the flood plans will yield a total profit im-
provement of about $10 million over existing operations,
The drill plan has $321,000 more profit, but the conver-
sion plan has more attractive profit-to-investment ratio.
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3. Substantial economic benefit may be possible by using
available produced water and Santa Rosa wells as a com-
bination source of injection water. Further investigation
of alternate source costs is recommended before a final
decision is made, and the unit should consider drilling
and testing one Santa Rosa well as part of this investi-
gation,

We are pleased to have the opportunity to conduct this study
for Maralo, and will be happy to discuss these analyses with you,

Yours very truly,

:;7 /"‘ 7
&L 7?,47:’»@;4»%:{/
R. E. Hammond

sm
Attachments
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TABLE 1

COMPARISON OF LEASE PRIMARY RECOVERIES
PROPOSED MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

1-1-77
Cumulative
Primary 0il
Production Barrels
Lease (Barrels) Acres per Acre
Humble-Winters 150,552 80 1,882
Humble~Winters "A" 219,070 80 2,738
Winters "B" 379,282 160 2,370
Winters "C" 379,283% 160 2,370
Maggie Rose 89,856 40 2,246
Maralo Total (13 wells) 1,218,043 520 2,342
Average prod. per well 93,696
WECO-Wells #1 48,341 40 1,208
Proposed Unit (14 wells) 1,266,384 560 2,261
Average per well 90,456
Dalport-Winters "B", 2 wells 96,005 80 1,200
Conoco-Sholes 4B 57,718 40 1,443
Conoco-Sholes 6A 85,389 40 2,135
Reserve-Winters 7 76,354 40 1,909
Total (5 wells) 315,466 200 1,577
Yates Sand Total (19 wells) 1,581,850 760 2,081
Average per well 83,255

*Winters "C" actual comulative production of 404,550 barrels includes
25,267 barrels attributed to the accidental flood which has affected
this lease since January 1975.



TABLE 2

ESTIMATED OIL RECOVERIES AND WATER FLOODING COSTS
PROPOSED MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

Primary Recovery
Cumulative unit oil production to 1-1-77, BBL
Est, future production with existing operatiomns, BBL
Ultimate recovery with existing operations, BBL
Est, recovery from accidental flood, BBL
Ultimate Primary Recovery, BBL
per well (14)
per acre (560)

Conversion
Secondary Recovery Plan
Est, future prod. with WF, BBL 989,500
Ultimate recovery with WF, BBL 2,281,100
Increase over existing operations 849,800
Increase over Ult. Primaryv, BBL 977,900
Percent Ultimate Recovery 75
Est. unit acres flooded 465
Average water flood recovery per acre 2,103
Est. Water Flood Costs
Investment $ 910,000
Operating expense after 1-1-77 2,799,000
Total $3,709,000
Total cost per WI net BBL $ 4.33

Increased total cost with Drill Plan
Increased WI net BRBL recovered
Cost per increased net BBL

1,291,550
139,650
1,431,300
__ 128,100
7,303,200
93,086
2,327

Drill

Plaq__“

1,086,600
2,378,200
946,900
1,075,000
82

500

2,150

$1,830,000

2,630,000

$4,460,000
$ 4,75

$ 751,000
83,991
$ §.94



ESTIMATED ACRES TO BE FLOODED ON EACH LEASE
PROPOSED MARALO JALMAT YATES UNIT

TABLE 3

LEA COUNTY, NEW MEXICO

Number of converted inputs
Number of Drilled inputs
Total inputs

Number of producing wells

Acres Flooded
Wells

Winters ''C"
Winters "B'
Humble-Winters "A"
Humble-Winters
Maggie Rose

Total

Est. Water Injection Rates

Initial, BPD
After fill-up, BPD

Est, life of flood, Years

Est, total injection, BBL

Conversion
Plan

[
OIU'I w

5
145
140

55

80
_40
465

2,500
1,800
22

14,500,000

Drill

Plan

17
18

14

150
160
71
71
_40
500

5,000
3,000
15

16,000,000
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Gross Reserves

ABLE 7
SUMMARY OF RESERVES AND ECONOMICS
OPERATIONS AFTER JAN, 1, 1977

PROPOSED MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

Water Flood QOperations

0il, BBL
Gas, MCF

Net Reserves to WI

0il, BBL
Gas, MCF

Future Revenue to WI After
Expenses and Severance Tax

Capital Investment

Future Profit to WI Before
Federal Income Tax
Undiscounted
Discounted @ 8-1/2%

Profit/Investment Ratio
Rate of Return, Percent
Payout, Years

Existing Conversion Drill

Operations Plan Plan
139,000 989,000 1,086,000
658,000 822,000 922,000
121,000 856,000 940,000
570,000 711,000 797,000
$1,514,000 $12,381,000 513,622,000
0 S 910,000 $ 1,830,000
$1,514,000 $11,471,000 $11,792,000
1,199,000 6,095,000 6,838,000

12.6 6.4

60 55
2.3 2.6

Increase Due To Flood

Conversion
Plan

850,000
164,000

735,000
141,000
$10,867,000

$ 910,000

$ 9,957,000
4,896,000

10.9
47
3.1

Drill
Plan

947,000
264,000

819,000
227,000

$12,108,000

$ 1,830,000

$10,278,000
5,639,000



TABLE 8

WATER SUPPLY COST COMPARISON
PROPOSED MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

Investment
6-mile Line to Skelly System

2-1/2 mile Line to Union Texas
plus buy 4-mile line to Jal
Water System

3-mile Line to Maralo leases

plus Santa Rosa water wells

QOperating ExXpense
Skelly - 6¢ per BBL (incl, l¢ power)

Jal - 5¢ per BBL (incl, 1l¢ power)
Maralo - 1500 BPD @ 1¢ per BBL,
Remainder @ 4¢ per BBL

Total Water Cost
Skelly

Jal

Maralo

2500 BPD

$200,000

115,000

155,000

$700,000

590,000

210,000

$900,000

705,000

365,000

5000 BPD

$275,000

150,000

330,000

$710,000

600,000

280,000

$985,000

750,000

610,000



JALMAT YATES UNIT
TYPICAL INJECTION WELL
(TO BE DRILLED)
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Unit Well Number

Jalmat Yates Unit%*fn Ny

Proposed Unit Well Numbe® ;o
Vv o Sl ¥E

R |

1

10
11

12
13

14
15
16

17
18

MARALO

Fa £ 4

///"4 PrPr
P

|
} e
1 S - -

Former Well Name and Number

Winters "“C" No. 2
Winters “C" No. L4

To be drilled. 1550° FSL & 2500% FEL
Sec 12 T-25-S R-36-E

To be drilled. 1575° FSL & 1050' FEL
Sec 12 T-25-S R-36-E

To be drilled. 1550° FSL & 70*' FEL
Sec 12 T-25-S R~-36-E

Winters "C" No. 1
Winters "C" No. 3

To be drilled. 350°® FSL & 2500* FEL
Sec 12 T-25-S R-36-E

To be drilled. H400' FSL & 1000' FEL
Sec 12 T-25-S R-36-E !

To be drilled. L400' FSL & 50° FEL
Sec 12 T-25-S R-36-E

To be drilled. 50° FNL & 1350% FWL
Sec 18 T-25-S R-37-E

Winters "B" No, 2
Winters “B" No. 3

To be drilled. 1100 FNIL & 2530' FEL
Sec 13 T-25-S R~36-E

To be drilled. 1050 FNL & 1100* FEL
Sec 13 T-25-S R-36-E

Humble-Winters “A" No. 1
Humble-Winters "A" No. 2

To be drilled. 1300* FNL & 2580° FWIL
Sec 18 T-25-S R-37-E



Unit We}} Number

=

20

21
22
23
24

T

25 :

26

27

28

29

¢ 30

3.

e T
P2

Former Well Name and Number

To be drilled. 1300' FNL & 1350* FAL
Sec 18 T-25-S R-37-E

To be drilled. 1250* FNL & 70* FWL
Sec 18 T-25-8 R-37-E

Winters "B" No. 4
Winters "B" No. 1
Humble-Winters No. 1
Humble-Winters No. 2

To be drilled. 2500° FNL & 1550° FWL
Sec 18 T-25-5 R-37-E

To be drilled. 2600°' FNL & 50* FWL
Sec 18 T-25-S R-37-E

To be drilled. 2550°¢ FNL & 1100° FEL
Sec 13 T-25-S R-36-E

To be drilled. 2540*' FNL & 2530° FEL
Sec 13 T-25-S R-36-E

Rose No. 2
Rose No. 3

To be drilled. 1650° FSL & 1700°* FWL
Sec 18 T-25-3 R-37-E






CONTINENTAL WELL A NO.5
660' FNL & 1980 FEL
SECTION i2 T—25—-S,R-36-E
(UNIT B)

CEM. AT ‘SURFACE

3 3/8" CSG.SET AT
\ 150 CEM. W/ 100 SX.

(CEM.CIRC.)

SHOT OFF 95/8"CSG
AT 309’

X 9 5/8"SET AT
,-@ 1668", CEM.W/800 SX.

{ SPOT CEM.PLUG|

SHOT OFF 7" CSG AT 232I TOP CEM. 2325

7" SET AT 3288 W/400 SX.




CONTINENTAL WELLS NO. 4
990' FNL & 1680' FWL
SECTION 12 T—25—~S,R-36—E

(UNIT C)

R "-'-.

SHOT OFF 95/8 AT 1514

SHOT OFF 7"CSG AT 1549' |

JCEM PLUG AT SURFACE [;

I3 3/8 SET AT
575" CEM.W/500 SX.

(CEM.CIRC.)

{SPOTCEM. PLUG AT 1514

?':? SPOT CEM.
PLUG AT 1549

N 3165

P.B.W.
CEM.

95/8" CSG SET AT

2766 CEM.W/350 SX.
(TOP CEM 1844)

TO CEM. 2410'

3195

3220
PB.W/

3215
3272

CEM.

Jce
~'{éo

3290

PB.W/
CEM.

3355
P.B

w/100SX.

TD.344°

Joo 0O

3288

3310
3340

7"CSG SET AT
3385!CEM. W/ I50 SX.



ATLANTIC(SINCLAIR REPOLLO)
GLOYD NO. 2
2310' FSL & 2310' FEL

SECTION 12 T—25—-S,R~36—E

(UNIT J

)

55X AT SURFACE

1397

15 1/2" 707CSG. SET AT
78", CEM.W/ 100 SX.
(CEM.CIRC.)

I03/4" 457 CSG.SET AT )

R AR S A AL S SN LI S

SHOT OFF 7"CSGAT 2218’

:;|SPOT 6 SXCALSEAL [
4+ 15 SX CEMENT

1439, CEM. W/ 700 SX
(CEM.CALC. TOCIRC. UNABLE

1439'

3173

TO PULL ANY 10 3/4")

TOP CEM. 2237

| 3275

“IpB.W/20sx |2

DV TOOL AT 2860

3185

0000

“IPB TO 3275
4 W/25SX.

]

T.D.3325

3205

7" 2§# CSG. SET AT
3291’ CEM.W/500 SX.

" (300 AT SHOE 200 SX. AT 2850)



ATLANTIC (SINCLAIR REPOLO)
W.F HANAGAN NO.2
2310'FSL &2310' FWL
SECTION 12 T—-25-S, R-36-E

5 SX AT SURFACE

SHOT OFF 10 3/4" AT 150

SHOT OFF 7"CSG AT 2190°

|

=

15 1/2 70 CSG. SET AT
52', CEM.W/ 100X
(CEM.CIRC.)

T T-

& N

1370 -

il SPOT 15,SX PLUG| 10 3/4" 457CSG. SET AT

AT 1400

1400’

2900

ﬁ SPOT 55 SX
PLUG

3182

;|RB.TO 3182

w/25 SX

3263

W/CEM.

TD.3347

PB.TO 3263 fi

VOO

1450, CEM. W/ 600 SX
(CEMENT CALCULATESTO

CIRC. HOWEVER SHOT OFF
AT 150:)

TOP CEM.CALC.2154

3135

3155

. 3200

3230

7" 26" CSG.SET AT

332, CEMENTED W/375'SX.
(TOP CEM.CALC.21i54)

D)



ATLANTIC(SINCLAIR REPOLO)
W.F HANAGAN NO. |

330 FSL &23I0'FWL
SECTION 12 T-25-S,R-36-E

UNIT N
5 SX.AT SURFACE ﬂ
o W
15 1/2" 70 CSG SET AT
54'CEM.W/50 SX.
(CEMENT CIRC.)
SHOT OFF 10 3/4"CSG. | T
AT 87 i
1320' d
3 SPOT 15 SX -
Y PLUG 10 3/4" 457CSG. SET AT
350 1398", CEM. W/ 700 SX.
(CEMENT CALCULATES TC CIRC.)
(HOWEVER SHOT OFFAT 87")
SHOT OFF 7"CSG.AT 2547" | .
o 4]
o =l DV TOOL AT 2722
R
| _sore |1
] PB.wW/ L4 3139
| 20 sX. :;.-:;)‘2,‘;
% ted 3150
] 3176 %
il P B.TO 3176 sy 2224
] W/Z15 SX. [489
tg; 21°9 3244
4 3260 [, e
éRB.To 3260% 7°247 CSG SET AT

3275' CEM. W/37% SX.

(225 SX.AT SHOE AND
150 SX AT2722)

W/ 50 SX

T.D.3332



ATLANTIC (SINCLAIR REPOLLO)
GLOYD NO. |
330 FSL & 23I10' FEL
SECTION 12 T—25—S,R-36—-E
(UNIT 0)

5 SX.AT SUFACE

[£] #'
15 172" 70 CSG.SET AT
68', CEM.W/50 SX
(CEM.CIRC))

SHOT OFF 10 3/4" AT 60" L

b o
. %
X
o L
. -
k) >,
L. s
<,
~
i 4 Joe.
o .‘.1
Wt R’
Ve R
ML .
2 RY
2 g
. 0

\[SPOTI5 SX.PLUG
7l AT 1000

1000’ x .-
(ﬁ, il 103/4 457 CSG. SET AT
FN 1392' CEM. W/ 700 SX.
( CALCULATIONS INDICATE

SHOT OFF 7"CSG AT 2450 T T CEM.SHOULD CIRC. HOWEVER
SHOT OFF AT 60.)

sl 3008' I
il PB w/25sxli__ 3038

A S~joo
o DA S
wijoo

. v
00

3133 4
1 PB. TO 3133 Fios
=1 w/30sx. filos _
i "o 3251

‘: 325! -

4 PB.TO3251 k) 7" 26 CSG.SET AT
%W/25 SX. ;1 3296, CEM.W/375SX%.

3125

{TOP CEM.CALC. 2127 HOWEVER
SHOT OFF AT 2450")

T.D.3332



ATLANTIC (SINCLAIR REPOLLO)
STEPHENS A.NO. 2
330'FNL & 23I0'FEL

SECTION 13 T—25-S R-36-E

(CEMENT CALCULATES TO CIRC))
HOWEVER SHOT OF AT 460

(UNIT B)
5 SXS AT SURFACE ] TOPCEMENT 12" (C)
:: :
:
SHOT OFF 10 3/4" @_ 15 1/2" 707 CSG. SET AT
CSG AT 460’ - . 472" CEMENTED W/250SX.
= (CALC. TOP CEMENT Ii2)
n
1320
¢l SPOT 15 sx | -
k| PLUG AT I350 k) 103/4" 457CSG SET AT
355 ‘_43 1360' CEMENTED W/475 SX.

SHOT OFF 7"CSG AT 2407g T T

TOP CEM. 2491 (CALC))

293|

SPOT 65 |

SX PLUG [l 3015 -3290

: b9 TOP LINER AT 322’
: g 7" 26" CSG. SET AT
: ‘im0l 3270' CEM. W/250 SX.
i 3320 i

A Cem | 33 ,

4 ijed 5" LINE AT 3448'(236)
= ~dod CEMENT. W/ 32 SX.
| 3355

TD. 3476'



CONTINENTAL SHOLE B-13 NO.I
1980 FNL & 660'FWL
SECTION I3 T—25—S,R—36—E

(UNITE)

CEM. PLUG IN SURF.

2 172" SET AT

505 CEM.W/430 SX.

SHOT OF 95/8"CSG

CEM. PLUG

(CEM.CIRC.)

~ AT 529

SHOT OF 7"CSG AT I795' §:

«
*

CEM.PLUG

9 5/8" SET AT

2844' CEM. W/450 SX
(TOP CEM. 1695")

TOP CEM. 2479’

%
3140
B {oo
; 422
| 3247 {3185
& Y 3261
.1 SPOT 15 SX|-Hss .
. '. 3264,
I 3274
¢ 3277 4 3277
/i PB.W/CEM. ": 7" SET AT
3292"' CEM. W/ 125 SX.
T.b.3370"

7



CONTINENTAL SHOLES B-I13 NO. 3
2310'FNL & 2310 FWL
SECTION I3 T—25—S, R-36—E

(UNIT F)

SHOT OF 5 I/2" AT 2570"

CEM.PLUG AT SURF 133/8 SET AT

84' CEM. W/ 75 SX.
(CEM.CIRC.)

8 5/8" SET AT
I7T67' CEM.W/100 SX.
(CEM.CIRC.)

TOP CEM.26C0

5 i/2"| SET AT
3242 .CEM. |50 sX.

T.D. 3254



ATLANTIC (SINCLAIR REPOLLO)
STEPHENS A.NO. |

2310' FNL & 23I10'FEL
SECTION 13 T—25-S, R-36-E

SHOT OFF 10 3/4"AT 20' . (UNlT G )
10 SX PLUG AT 20° o o k
5 SX AT SURFACE o el

TOP CEM.64' (CALC))

3y

i151/2 70% €SG. SET AT
467' CEM.W/280 SX.
B { TOP CEM.CALC.64.)

2 103/4" 40%csG SET AT
; ] 1363 cEM. W/600 X
(SHOULD HAVE CIRCULATED

| 1780"
[ 15 SX

SHOTOFF 7"CSG AT I822'\ + 1810

) TOP OF CEMENT 2324' (CALC.)
2874 |
i)} SPOTI8SX |:dee} 2870
ARE8E° [k 2050
PB. TO 2966 g 2985
W/40SX. |[%fee
3118 ool 3045
PB.TO 31i8 3130

W/CEM.
#3160
% PB.TO 3160 |
W/20SX.
3240 >
P.B.TO 3240}%
W /42 SX.

A N I P AR

3185
3165

3233

7" 26" c5G. SET AT
3259' CEM. W/ 300SX.

1D0.3325



CITIES SERVICE(EMPIRE OIL & GAS)

LIDLEY B. NO.

2

23I0FSL & 2310' FWL
SECTION 13 T—25-S R-36-E

(UNIT K

)

7} CAPPED ACCORDING |

TO REGULATIONS

SHOT OFF 9 5/8"CSG.
AT 100 T

SHOT OFF 7" CSG.
AT 1507

2936

[ SPOT 55 sx.
1 PLUG.

B.P

E 2520
3129

3212

TD. 3277'

_N 12 172" 50" CSG. SET AT
60' CEM. W/ 50 SX
( CEM. CALCULATED TC CIRC)

_m 9 5/8" 40" csG. SET AT
1426° CEM. W/ 5005 X
(CEM.CALC.TO CIRC. HOWEVER

SHOT OFF AT 100:)
CALC.TOPCEM.AT 2025"'

w3245

3257

7" 247 CSG. SET AT
3272' CEM. W/400 SX



EXXON-WM. LINDLEY A.NO.3

" 1980'FSL & 660' FWL
SECTION I3 T—25-S R—-36-E
(UNIT L)

SHOT OFF AT 95/8"CSG AT
1479'

SHOT OFF 7" CSG.AT 2047'

-l 2050

] 20 SX AT SURFACE

——

SPOTS55 SX

td 2624

1 spPoT 55 sx
PLUG

AN

5l 2900°

3230

ﬁ PLUG

]

:1 SPOT 25 SX }i

12 172" 56" CSG. SET AT
452' CEM.W/ 200 SX.
(CEM CIRC)

TOP CEM.I570'

,—E 9 5/8" 36 ™ CSG. SET AT

2832',CEM. W/650 SX.

.| TOP CEM.BEHIND 7"AT 2200'

7" 24" CsG SET AT

"T1.D0.3358

3314 ' CEM. W/200 SX. -



EXXON WM. LINDLEY A NO. 2
660' FSL 8 660' FWL
SECTION I3 T—25—S R-36-F

7" CSG SHOT OFF AT 1420 | ]

SHOT OFF 5 1/2"CSG AT
2631’

(UNIT M)

402’

CEMENTED CELLAR

=] sPOT 25 SX. PLUG

450"

"/l SPOT CEM. PLUG
[ AT 2600’

Boad
byt

-+ - - r

3360'

PLUG BACK
W/CEM.

|

T.D. 3400'

10 374" CSG. AT
493'CEM. W/ 200 SX.

TOP CEM. 1794

7" CSG SET AT
2891, CEM.W/200SX.

51/2"CSG. SET AT 3368'
{ AMOUNT OF CEMENT NOT REPORTED)

/i{}



MARALO WM. LINDLE B.NO.|
990'FSL & 23I0'FWL
SECTION I13T—25—S R-36-E

(UNITN)

CELLAR FILLED
W/CEMENT

SPOT 10SX PLUG
618

CUTOF 5 1/72"CSG AT 1269'

1200
SPOT 20sx PLUG
1260

-7 'r—

p—ri —

B

.

I.p

N

o .

A .,

. -

.- *
L -
O o
.t "
XY A
.- .
X v
o -
., I
- v
L :

s 3038

SPOT 20 [s}:
sx. AT [if:
BOTTOM f

OF HOLE: [y

T.0.3300

TOP CEMENT 1285, BY
TEM SURVEY.

TOP LINER AT 3074

5 172" 15.57 CSG. SET AT
3128 CEM. W/ 365 SX

3269

3275

4" 137 LINER SET AT
3300, (226') CEM. W/ 508X

ﬁ Io 3/4" 32" ¢SG SET AT
618',CEM W/250 SX.
[ (CEM.CIRC)

/v



CITIES SERVICE (EMPIRE OIL & GAS)

LINDLEY B. NO. |
660 FSL & 1980' FWL

SECTION I3 T—25—S R—-36-E

SHOT OFF 95/8" CSG
AT 1697’

SHOT OFF 7"CSG AT
2339’

(UNIT N)
SPOT CEMENT
FROM 300’ TO
SURFACE
300’
12 172" 50°csG SET AT
500' CEM.W/ HOSX.
T 1750 T
+|SPOT 20 SXPLUG |
I800 {
4 - -
b w 3
EE” 95/8" 40 CSG SET AT
: i 2788 2745' CEM. W/ 300 SX
L ?;'T_%Ezfsgé i NCALC.TOP OF CEM. AT 2628’
B -
i 2076
.[.'..:. B.P AR
3088 W) 3085
il B.P w/BP [, 3100
Bk I 3150
o I
s ki
l.;;{ RETAINER [ 3195
sas0sx. [y 2230
=l BELOW A F> 3235
| RETAINER [ty 3250
A4 3065 25 3258
A 5Q100SX. [4 7" 24" CSG.SETAT
BELOW A 3283 CEM.W/1I0SX.
RETAINER
—M'——-‘—V'J

T.D.33I7




ATLANTIC-WMHARRISON NO. |
660 FNL & 660' FWL

SECTION 7 T—25-S R-37-E
(UNIT D)

[OSX AT SURFACE ___I=
169

& n 3+
SPOT 21593.X-AT 199 M| 13 3/8" 48°CSG SET AT
{ 198, CEM. W/ 125 $X.
(CEM.CIRC))

1380

SHOTOFF 95/8CSG |- SPOT 25 SX.AT I4ll3

AT 1413 1413

& 2665 B

[ SPOT 25 SX.

PLUG AT 2728 9 5/8" 36" CsG.SET AT
2728 B 2727' w/751 X,

Ty
SR

SHOT OFF 7" CSG AT -+ -+
28l6 f %\ TOP CEMENT 2820’

emrpe—
B it

Sea b ¢
ALY
e,

2785 [
| SPOT 258X |4
S AT 2010 e 2870

2910 L9 2910

P B. 2
:.‘. ’ .330'0-' .:.

7" 24%Cs6. SET AT
3353 CEM. W/ 100 SX.

T.D.3558



TEXAS PACIFIC GUTMAN 18 NO. |
660'FSL & I980' FEL
SECTION I8 T—25—-S,R—-37—-E
(UNIT O)

10 SX. AT |
SURFACE [

9 5/8" 36" CSG.SET AT
203' CEM.W/125 SX.

e w0

R

-------

e 200 SX. THROUGH VALVE AT
1150, (CEM.CIRC.TO SURF.)

SRS ST
e Pt e e
v P R I R P - .
AT A A I R B
TR YRR R R AN T R I R S AR I P R I S
TN (R R R AR R R R SRR L IR L g .
>

:1 2520 |
4§SP0T253x§3
itON TOP [
2640
c.I.B. PR

: ] 7"20 CSG.SET AT
\ F 2700' CEM.W/400 SX.
P B.T.D.

(200 SX.AT SHOE 200 SX AT 1150")

3035

T.D.3569



B e
R T
et

e —— .
e

LOCATION

L €328 « A
- Tedis S
» Wanado
R /A5, .
OPERATOR e WERL e
LEASE NO.
WECO Dev.
Wells (Lease #A 122536) 2 990"
Continental 0il Co.
Wells &¢ €325%82 5 660"
Wells 4 990"
Wells 6 660"
Tenneco 0il Co.
Wells LC 032582 3 2310
Wells LC 032582 1 2310°
Wells LC 032582 2 2310
WECO Dev.
Wells (Lease #A122536) 1 2310"
Maralo
» Winters C 2 2310
H Winters C 4 2310
Atlantic (Sinclair-Repollo)
Gloyd 2 2310°
Hannagan 2 2310
Hannagan 4 2173"
Hannagan 3 2310
S. Lanier
T. M. Conditt 1 660"
Atlantic (Sinclair-Repollo)
Hannagan 1 330"
Gloyd 1 330
Maralo
s Winters C _ 3 990"
~ Winters C 1 990"
K WEres  uat \CN%\,.%% D U aker AeeA

DISTANCE
FNL § 990'
FNL § 1680
FNL § 1680
FNL § 330"
FNL § 990'
FNL § 2310°'
FNL § 2310
FNL § 990°'
FSL § 330°'
FSL § 1650'
FSL § 2310
FSL § 2310
FSL § 2173'
FSL § 990°'
FSL § 660
FSL § 2310
FSL § 2310°'
FSL § 1650
FSL § 330

FEL

FEL
FWL

FWL
FWL
FWL
FEL

FEL

FEL
FEL

FEL
FWL
FWL
FWL

FWL

FWL

FEL

FEL
FEL

SECTION UNIT

12

12
12

12
12
12

12

12
12

12
12
12
12

12

12
12

12
12

Il s o

TWP

25-S

25-S
25-S

25-S

25-S
25-S
25-S

25-S

25-S
25-S

25-S
25-5
25-§

25-§
25-S

25-S
25-S

25-S
25-§

RGE

36-E

36-E
36-E

36-E

36-E
36-E
36-E

36-E

36-E
36-E

36-E
36-E
36-E
36-E

36-E

36-E
36-E

36-E
36-E

JALMAT YATES UNIT
WELL DETAIL
(1/2 MILE RADIUS)

CASING AND CEMENT

SURFACE INTERMEDIATE
SIZE DEPTH CEM TOP SIZE DEPTH CEM TOP
9-5/8 560 350 CIRC(C)
Well is P&§A Diagrammatic is Furnished
Well is P§A Diagrammatic is Furnished
10-3/4 1149 550 CIRC(C)
13 265 175 CIRC(C) 9-5/8 1558 150 1116(C)
12-1/2 238 200 CIRC(C) 9-5/8 1715 700 CIRC(C)
16 233 200 CIRC(C) 9-5/8 1633 600 CIRC(R)
9-5/8 565 325 CIRC(C)
10-3/4 600 300 CIRC(R)
10-3/4 544 250 CIRC(C)
Well is P§A Diagrammatic is Furnished
Well is P§A Diagrammatic is Furnished
13-3/8 260 250 CIRC(R)
15 144 100 CIRC(C) 9-5/8 1242 500 CIRC(C)
10-3/4 535 75 380(C) 8-1/4 2756 200 2146 (C)

Well is P&A Diagrammatic is Furnished

Well is P§A Diagrammatic is Furnished

10-3/4 620 225 CIRC(C)

10-3/4 602 100 71(C)

PRODUCTION

SIZE DEPTH CEM TOP

5-1/2 2809 45C 480(C)

5-1/2 3550 35C CIRC(C)
5-1/2 2924 200 1220(C)
5-1/2 2924 100 1936(C)
7 3310 300 2200(R)
5-1/2 2867 350 1053(T)
7 2835 350 1160(T)
5-1/2 2885 350 1109(C)
7 2917 500 174 (C)
7 3368 400 1173(C)
6-1/4 3278 125 2492 (C)
5-1/2 2850 400 1110(T)
7 2850 350 1240(T)

PRODUCING ZONE

TOTAL PLUGGED
DEPTH BACK T.D. PERFORATIONS OPEN HOLE
3032 2809-3032 (Yates)
3550 3457 3423-3534 (7-Rivers)
3067 2928-3067 (Yates)
3051 2924-3051 (Yates)
3372 3124 2920-3130 (Yates- S
7-Rivers)
3059 2867-3059 (Yates-
7-Rivers
3043 2835-3043 (Yates)
3064 2885-3064 (Yates)T
3163 2955 2892-2914 2917-2955 (Yates)S
3387 3368-3387 (Queen)
3372 3278-3372 (7-River
Queen)
3079 2850-3079 (Yates)
2973 2850-2973 (Yates)

EXHIBIT NO.



*

¥
*

P i Ak e

6328 B
L33 &8 -0
oo de o
P 4\\\\wmw o K
OPERATOR - -~ ~ -~~~ TUUTWELLTTT
LEASE NO.,
Maralo
Winters B 2
Winters B 3
Atlantic (Sinclair-Repollo)
Stephens A 2
Continental 0il Co.
Sholes B-13 &¢co325%5/ 4
Sholes B-13 2
Sholes B-13 1
Sholes B-13 3
Atlantic (Sinclair-Repollo)
Stephens "A" 1
Maralo
Winters B 4
Winters B 1
Continental 0il Co.
Sholes A 6
Cities Service (Empire 0§G)
Lindley B 2
Exxon
Lindley A 3
Lindley A 2
Cities Service (Empire 0&G)
Lindley B 1
Maralo
Lindley B 1
Continental 0il Co.
Sholes A 5
Sholes A 7

Weees v preposed

LOCATION

W
(93]
(@]

(73]
(3]
[am]

330"

330"
660"
1980
2310

2310

1650

1650

2310

2310

1980"

660"

660"

990"

660"

660"

DISTANCE
FNL § 3307
FNL § 16507
FNL § 2310'
FNL § 2310
FNL § 660"
FNL § 660
FNL § 2310
FNL § 2310
FNL § 165C'
FNL § 33¢C'
FSL § 231¢C°
FSL & 231C'
FSL & 660"
FSL § 660’
FSL & 198¢'
ESL & 2310
FSL & 198¢"'
FSL § 66C'

Ui pred

11
™
=

T
tr
=

FEL

FWL
FWL
FWL

FWL

FEL

FEL

FEL

FEL

FWL

FWL

FWL

FWL

FWL

FEL

FEL

—t
o)

13

13
13
13
13

13

13
13

13

13

13

13

13

13

13
13

SECTION UNIT

tx

m m o O

25-S

25-S
25-S
25-S
25-S5

25-S

25-S

25-S

25-5

25-S

25-S

25-S

25-S

25-S

25-S

25-§

36-E

36-E
36-E
36-E

36-E

36-E

36-E
36-E

36-E

36-E

36-E

36-E

36-E

JALMAT YATES UNIT
(1/2 MILE RADIUS)

SURFACE

SIZE DEPTH CEM TOP
10-3/4 596 300 CIRC(R)
10-3/4 600 250 CIRC(R)
Well is P&A Diagrammatic is Furnished
12-1/2 80 75 BE¥CIRC(C)
13-3/8 476 200 229(C)
Well is P§A Diagrammatic is Furnished
Well is P§A Diagrammatic is Furnished
Well is P§A Diagrammatic is Furnished
10-3/4 500 200 CIRC(C)
10-3/4 585 300 CIRC(R)
Gm W 90 Ci2(E)
Well is P§A Diagrammatic is Furnished
Well is P&A Diagrammatic is Furnished
Well is P&A Diagrammatic is Furnished
Well is P&A Diagrammatic is Furnished
Well is P§A Diagrammatic is Furnished
13-3/8 488 200 CIRC(C)

7-5/8 1100 1100 CIRC(C)

WELL DETAIL

CASING AND CEMENT

INTERMEDIATE
SIZE DEPTH CEM TOP
8-1/2 1795 265 915(C)
9-5/8 1282 300 400(C)
93,  1ss0 600 Cike (&)
8-1/4 1304 200 773(C)

PRODUCTION
SIZE DEPTH CEM
7 2847 300
5-i/2 2850 450
5-1/2 3248 265
7 3290 409
5-1/2 2875 409
7 2835 350
7 3280 300
7 3276 400
5-1/2 3097 450

TOP

1310(T)

-
(=]
[an]
(92

N
]

A ——

1903(C)
1095(C)

1122(T)
500 (T)

7326 ()

1081 (C)
1117(T)

TOTAL
DEPTH

2997

(o}
fu—
w
(¥}

3257
3325

3058
3000

3328

3310
3100

PLUGGED
BACK T.D.

2940

3030

PRODUCING ZONE

PERFORATIONS OPEN HOLE
2847-2997 (Yates)
2850-3195 (Yates)
2930-40 (Yates) T/A
3122-3163 (7-Rivers) T/A

2875-3058 (Yates)
2835-3000 (Yates)

2957~ 2950 (YATES)

3008-3026 (7-Rivers)

2864-2950 (Yates)

EXHIBIT NO.

————— -



OPERATOR
LEASE

Tahoe 0il Co.
Judy

Doyle Hartman
Evz

Atlantic
Wm. Harrison

Tahoe 0il Co.
Judy

Reserve 0il § Gas
S. Langlie Jal Unit

S. Langlie Jal Unit
S. Langlie Jal Unit

palport
Winters B

Winters B

Reserve 0il § Gas
S. Langlie Jal Unit

S. Langlie Jal Unit
S. Langlie Jal Unit

LOCATION

990"

990"

660"

1980

1650
1980
1650

1980
660"

660"
330"
330"

DISTANCE

FNL § 1980' FWL

FNL

FNL

FNL

FSL
FSL
FSL

FSL

FSL

FSL
FSL
FSL

Ln

Ln

990' FWL
660' FWL
1980' FWL

960' FEL
1980' FEL

1939' FWL

660' FWL
660' FWL

2310 FWL
2310' FEL
990" FEL

SECTION UNIT

TWP

25-S

25-S
25-S
25-S

25-S
25-S

25-S
25-S
25-S

RGE

37-E

37-E

37-E

37-E

37-E
37-E

37-E

37-E
37-E

37-E
37-E

37-E

SURFACE
SIZE DEPTH CEM TOP
8-5/8 348 175 CIRC(C)
8-5/8 292 175 CIRC(C)

JALMAT YATES UNIT
WELL DETAIL
(1/2 MILES RADIUS)

CASING AND CEMENT
INTERMEDIATE

PRODUCTION

SIZE DEPTH CEM TOP

Well is PGA Diagrammatic Sketch is Furnished

8-5/8

9-5/8
10-3/4
8-5/8

8-5/8
8-5/8

8-5/8
9-5/8
10-3/4

317

300
300
1082

302
303

1105
302
274

175

200
200
225

150
150

300
200
200

CIRC(C)

CIRC(R)
CIRC(C)
352(C)

CIRC(R)
CIRC(R)

132(C)
CIRC(R)
CIRC(R)

SIZE DEPTH

4-1/2

4-1/2

4-1/2

8-5/8
5-1/2

5-1/2
5-1/2

5-1/2
5-1/2

3617

3535

3520

3225
3200
3268

2875
2882

3260
3255
3240

CEM

325

775

325

200 SHOE
200e1612
450

250

900
900

200
400
400

TOP
2096 (C)

CIRC(C)

2000(C)

2128(C)
515(C)
1740(C)

2000(C)

CIRC(R)
CIRC(R)

2245(C)
1225(C)
1045(C)

TOTAL
DEPTH

3617

(V2]
v
(92}
[¥3)

3520

3353
3345
3362

3034
3054

3361
3337
3325

PLUGGED

BACK T.D. PERFORA

(93}
o)
-
£
'
(93]
£
un
N

2852-3198

3075-3469

2796-2946
3268-3362

2874-3068

(Yates-7-Rivers)

(7-Rivers)

(Yates)

(7-Rivers)

EXHIBIT NO.

3225-3353
3200-3345

O.H.

2885-3034
2889-3054

3260-3361
3255-3337
3240-3325

(7-Rivers)

(7-Rivers)

(Yates-7-Ri1

(Yates-7-R1

(Yates-7-R1
(7-Rivers)

(7-Rivers)




JALMAT YATES UNIT

W K ¥ R

(32D & .
| ¢33 8-p WELL DETAIL
& UrcnDa (1/2 MILE RADIUS)
S R CASING AND CEMENT
OPERATOR WELL LOCATION SURFACE INTERMEDIATE PRODUCTION TOTAL PLUGGED PRODUCING ZONE
LEASE NO. DISTANCE SECTION UNIT TWP RGE SIZE  DEPTH CEM TOP SIZE DEPTH CEM TOP SIZE DEPTH CEM TOP DEPTH BACK T.D. PERFORATIONS OPEN HOLE
Reserve 0il § Gas
S. Langlie Jal Unit 13 990' FNL § 990' FEL 18 A 25-8 37-E 8-5/8 300 200 CIRC(C) 5-1/2 3230 200 SHOE  2215(C) 3520 3230-3292 (7-Rivers)
s : 1 Uni . _ sass 200@ 1225  210(C)
. Langlie Jal Unit 12 990' FNL § 2310' FEL 18 B 25-5S 37-E 9-5/8 303 150 CIRC(C) 5-1/2 mE® 400 1437(C) 3342 7255 -33¢2(7-RIVE R
Dalport
Winters 1 660' FNL § 1980' FEL 18 B 25-5 37-E 10-3/4 300 200 CIRC(R) 7 2776 200 SHOE  1678(C) 2938 2776-2938 (Yates)
200@ 1225 126(C)
Maralo . .
Exxon Winters A 2 660' FNL § 1980' FWL 18 C 25-S 37-E 8-5/8 @ 1134 800 CIRC(C) 5-1/2 3265 950 1000(T) 3400 2915 2848-84 (Yates)
Exxon Winters A 1 660' FNL § 660" FWL 18 D 25-S 37-E 8-5/8 315 150 CIRC(C) 5-1/2 2898 800 CIRC(C) 3038 2898-3038 (Yates)
Exxon winters 1 1980' FNL § 660' FWL 18 E 25-5S 37-E 10-3/4 565 150 CiR@(C) 7 2890 350 245(T) 2983 2890-2983 (Yates)
Exxon Winters 2 1980' FNL § 1980' FWL 18 F 25-5S 37-E 8-5/8 @ 1163 800 CIRC(R) 5-1/2 3260 900 CIRC(C) 3400 3140 2855-3010 (Yates)
Reserve 0il & Gas
S. Langlie Jal Unit 16 2310' FNL § 1980' FEL 18 G 25-8 37-E 8-5/8 319 125 CIRC(R) 5-1/2 3237 400 2029(C) 3350 3237-3350 (7-Rivers)
S. Langlie Jal Unit 17 2310' FNL § 330' FEL 18 H 25-5S 37-E 10-3/4 325 200 CIRC(R) 7 3200 200 SHOE  2103(C) 3336 3200-3336 (7-Rivers)
. : 200 ?
S. Langlie Jal Unit 21 2310' FSL § 330' FEL 18 I 25-S 37-E 10-3/4 159 115 CIRC(C) 7 3168 206 SHOE  2071(C) 3336 2792-2900 (Yates) 3168-3336 (7-Rivers)
: : . 100 @ 1052  504(C)
S. Langlie Jal Unit 20 1980' FSL § 1980' FEL 18 J 25-S 37-E 8-5/8 303 120 CIRC(C) 5-1/2 2885 200 SHOE  1933(C) 3371 2885-3371 (Yates -
200 € 1154  242(C) 7-Rivers)
Maralo
Maggie Rose 3 2310' FSL § 2313' FWL 18 K 25-S 37-E 10-3/4 544 250 CIRC(R) 7 2832 325 "880(T) 2900 2832-2900 (Yates)
Maggie Rose 2 2310' FSL § 990' FWL 18 L 25-S 37-E 10-3/4 565 200 CIRC(C) 7 2855 300 1045(T) 2970 2855-2970 (Yates)
Maggie Rose 1 330' FSL § 330' FWL 18 M 25-8 37-E 8-5/8 300 150 CIRC(C) 5-1/2 2750 200 2160(T) 3148 3070 2750-3070 (Yates)
Reserve 0il § Gas
S. Langlie Jal Unit 24 1650' FEL § 660' FSL 18 0 25-S 37-E 10-3/4 156 175 CIRC(R) 7 3118 200 SHOE  2021(C) 3392 3118-3392 (7-Rivers)
. 250 @ 1114 CIRC(C)
Texas Pacific
Gutman 18 1 660' FSL § 1980' FEL 18 0 25-S 37-E Well is P§A Diagrammatic Sketch is Furnished
Reserve 0il & Gas
S. Langlie Jal Unit 25 330' FSL § 990' FEL 18 P 25-S 37-E 10-3/4 142 100 CIRC(C) 7 3310 200 SHOE  1847(C) 3337 3154-3290 3310-3377 (7-Rivers)
100 @ 1052  321(C)

Vv CLLS

inw PRCPceScD UAIT AREA

EXHIBIT NO.




ALY AT T, KIP Y e e e e

OPERATOR
LEASE

Bettis et al
Justiss

Continental 0il Co.
Sholes B-19 L& ©323%/

Sholes B-19
Sholes A

Ascarate C-24

WELL

NO.

LOCATION

225"

660"
990"
660"

660"

DISTANCE
FNL § 925°
FNL & 1980°
FNL § 2310°
FNL § 660
FNL & 1980

FEL

FEL
FWL
FEL

FEL

SECTION UNIT

19

19
19
24
24

@ = O W

TWP

25-S

25-S
25-S
25-S
25-S

RGE

37-E

37-E
37-E
3%-E
3&-E

SURFACE
SIZE DEPTH CEM TOP
10-3/4 288 225 CIRC(C)
7-5/8 1089 275 CIRC(C)
7-5/8 1090 517 CIRC(R)
12-1/2 157 No
Report
13-3/8 485 240 CIRC(C)

JALMAT YATES UNIT
WELL DETAIL
(1/2 MILE RADIUS)

INTERMEDIATE
SIZE DEPTH CEM TOP
9-5/8 1477 400 CIRC(C)
9-5/8 1282 300 492 (C)

PRODUCT ION
SIZE  DEPTH CEM TOP
7 3280 330 1470(C)
5-1/2 3399 625 228(C)
5-1/2 2700 350 1165(C)
7 3256 300 1734 (C)
7 3246 400 1051(C)

TOTAL
DEPTH

3380

3400
3000
3274
3290

PRODUCING ZONE

PLUGGED
BACK T.D,. PERFORATIONS OPEN HOLE
3098-3113 3280-3380 (7-Rivers)
3320 3144-3313 (7-Rivers)
2700-3000 (Yates)
2973-2985 (Yates)
3020 2810-2940 (Yates)

EXHIBIT NO.




Martin Water Laboratories. Inc

P O. BOX 1468 731 W. INDIANA
MONAMANS, TEXAS 79756 RESULT OF WATER ANALYSES MIDLAND, TZXAS 78701
PHONE 343-3234 oR 563-1040 07‘}5 PHONE 683-4321%
) @ LABORATORY NO. 4L
LS. SPATL RO Q175
To: » e eron SAMPLE RECEIVED 0-1-77
P. (i, 7oy 53.32., Midland, TX RESULTS REPORTED__3-5~78
o o !
COMPANY *_° , Inc. LEASE As listed
FIiELD OR POOL
SECTION BLOCK SURVEY . COUNTY Lea STATE 1T
SOURCE OF SAMPLE AND DATE TAKEN:
NO. 1 _etveed veier ~ ¢ oten frem Yaralo's Fuplle Strte.
NO. 2 cood wotor = token from Cottylg ‘
NO. 3 Dontirmmd eentny = tnhron from S1d4 X ANQAT
NO. &
REMARKS: Crevay Pearpmn —
g CHEMICAL AND PHYSICAL PROPERTIES
NO. 1 NO. 2 ! NO. 3 NO. 4
; Scecific Gravity at 60° F. 1 ANSS 1 N10% 1. anna
IS AN AN iy
arehen Sampled
oH Vhon Received
: 7.53 6,825 736
Sicatenate as HCO3 1 €11 o007 1 rag
. s dyorf
Sueoersatwration as CaCO3
H Undersaturation as CaCO3
. Tetal marcness as CaCO3 2 1nn N o e
o — yi s L e e
P Calcium as Ca A A -
: o Lo e g eadte
H sonesiem as Mg nnn g1 ~om
: s =T A I
. Scdium cnesor Potassium 1 0% A =10 N A
. — Lol A= Lol A A A-,'i/‘v‘
Suitate as S04 ~r " 1 0nn o
= — o= Ay T LT
chionde as Gl 2658 ALY o
— LN R b L Al Ty oA
tonas e O 0L -1 O
& R vII Ve it
Carilm as ¢@a
iy, Elzctric
Torni Solvds, Caleulated - Amn 2 e n o
Temoorature TF. fy e Ly UV Sy At
Carton Dioxide, Calculated
. Duissolved Oxygen, Winkler
—— U -
. Hyarozen Sulfive « amn L ! -
Y Res:stivity, ohms/m at 77° F. 4 LUV . SY R 4oy J
O /vyU U Sois G
». LIRS —_—
¥ Filuable Solids as mg/| ! .
: Volume Filtered, mi i
; T N 3
H ] i
! L L
[ S R
~ Resuits Reported As Miitligrams Per Liter
Acditional Determinations And Remarks ., N " _ . .
¢ PR N F 2T - sy Te LS $ul ey B WS A win 3 SN 1 V¥ (1SRN Ve § o 074 B GVl AR e e -
;é - T ~ PV e e gy e o e gee R | L B2 B, N 7 T - e e+ et s
e x AR LA At e A D AL ISR SR £ A S ItY B L S RN ¥ S STR S TL D TG T T ) CAnar el SUEE S SN i
: . ) c 1 - . 4 1 —tpe g
el e oGty —rater—is ahuwxug 73T LI S OETII IS I VYt N
§ : - . - - P s P
S - LS e 2 Lu.h_qg,‘_ 1 96) iffWQ. Calll 2ol T udllyY  daliih il L S5 L 0 Canale
i - - . -
AT TR e N - [P A Ladhead bl L0 le cwid
i
Form No. 3
By
Waylan C. Martin, M. A. °
i . - ;
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;
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(IR &
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MARALO JALMAT YATES UNIT

LEA COUNTY, NEW MEXICO

ROYALTY INTEREST OWNERS

TRACT 1 WINTER "C" SE/4 Section 12 T25S, R36E
OWNERS | INTEREST
Gwen Hall - , .0005208
Cecil Frank Wilson .0002604
Lee Roberts .0002604—
Mary Beth Wood .0002604
Elizabeth Greis McBirney Mason .00195341
Roy G. Barton ".0019531%
R. H. Venable Estate, Robert Allen Venable, .0004882
Executor & Trustee
Dalco 0il Co. .0004882
Ashland 0il & Refining Company .0014703"
Robert R. Matthews .0009765
Jeptha J. Matthews .000976%5"
Myra Cruttenden .0004882
Bradley Resources Corporation ’ .0004882
Wayne Cowden | .0013020
Irene H. Gibson .0004882
Getty 0il Company : <03117387-
Edwin M. Bedford .0003125~
Henry Degrafenried Bedford .0003125
Charles F. Bedford .00031%5
Rachel Bedford Bowen .0003125
Ellen Ann Wallace Williams .0003125~
General Crude 0il Company .0117187
Onez Norman Rooney .00703&3
The First National Bank of Denver, K .007d3i;\\
a/c J. M. Richardson Lyeth, Jr. & N o
Munro Iongyear Lyeth, Jointly
Jhkﬁi;;;;;WRichfield Cdmpany - WNT66i1841
.0224975

/

PEERS .
,, ,/—'—5\ t'x /(‘ /9L
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Page 2

TRACT 1 WINTER "C" ' SE/4 Section 12 T25S, R36E
OWNERS INTEREST
B. A. Christmas, Jr. .0003253
Joyce C. Brown ;0003253
Joyce Ann Brown .0001302
B. A. Christmas, Jr. Trustee .0005208
C. W. Flint, Jr. .0002441
Pauline Flint Kieve -.00024471
Joe & Jessie Crump Fund, Acct. No. 2312 .0078125
c/o Ft. Worth National Bank Trust Dept.
The First National Bank of Midiand, Texas and .0078125"
Jessie Blevins Crump, Co-Trustees,
Trust 1069
Skelly 0il Company .0019531
James F. Bryant .0112837
James F. Bryant .0112837
.0112837

Ruby Slack



MARALO JALMAT YATES UNIT

LEA COUNTY, NEW MEXICO

ROYALTY INTEREST OWNERS

TRACT 3 HUMBLE-WINTERS "A" lot 1, NE/4 NW/4 Section 18,
T-25S, R-37E

OWNERS INTEREST
Atlantic Richfield Company 02249725
Ashland 0il & Refining Company - T 8934645
Atlantic Richfield Company .0011841
Roy G. Barton .0052083-
Charles F. Bedford o .0003125
Edwin M. Bedford .0003125
Henry DeGrafenried Bedford .0003125
Bradley Resources Corporation .0004883
Joyce Ann Brown .0001302
Joyce C. Brown .0003256
Rachel Bedford Bowen 6003125
James F. Bryant .0112847
James F. Bryant 0112847
Elizabeth Greis McBirney Mason .001953Y
B. A. Christmas, Jr. .0003255
B. A. Christmas, Jr., Trustee .0005208
Wayne Cowden .0013q21
The First National Bank of Midland, Texas ﬂ.0039063‘

and Jessie Blevins Crump, Co-Trustees,
Trust #1069

Joe and Jessie Crump Fund, Acct. No. 2312 . 0039062
Myra W. Cruttenden .0004883
C. W. Flint, Jr. .0002442
Gwen G. Hall .0002604
General Crude Oil Company .0117188
Getty Oil Company .0117188
Irene H. Gibson | . 0T ' .0004883

- | c T

5 L AEn e o {
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| el -
‘ﬁvx*ﬁi;;{ “”ﬁ?'//*/éf ;




Page 2

Mary Beth Wood

TRACT 3 HUMBLE-WINTERS "A" Lot 1, NE/4 NW/4 Secticn 18, T-25S,
R~37E
OWNERS INTEREST
Gwen G. Hall .0002604
Dalco 0il Company .0004883-
Pauline Flint Kieve .0002441
The First National Bank of Denver, .0070313
a/c J. M. Richardson Lyeth, Jr. &
rgunro Longyear Lyeth, Jointly o
Jeptha J. Matthews and Robert R. Matthews .QD19530
Lee Roberts .0002604
Onez Norman Rooney .0070312
Skelly 0il Company .0019531
Ruby Lee Slack .0112848
R. H. Venable Estate, Robert Allen Venable, .0004883"
Executor and Trustee
Ellen Anne Williams =6003125-
Cecil Frank Wilson .0002604
. 0002605



MARALO JAIMAT YATES UNIT

LEA COUNTY, NEW MEXICO

ROYALTY INTEREST OWNERS

TRACT 4 HUMBLE-WINTERS ot 2, SE/4 NW/4, Section 18, T25S, R37E
OWNERS INTEREST
Atlantic Richfield Company .0224980
Ashland 0il & Refining Company 0014650
Atlantic Richfield Company .0011840-
Charles F. Bedford : 0003120
Edwin M. Bedford . .0003130
Henry DeGrafenried Bedford .0003120.
Gay Blanks Keahey .0078130
Rachel Bedford Bowen .0003130
Bradley Resources Corporation *.0004880
Pearl Bryant .0026040
James F. Bryant .0026040
Elizabeth Greis McBirney .00198530
Mrs. Walter M. Burress, Dec'd. .0078130

Commercial National Bank, Shreveport
Ind. Executor of Estate E. Williams Burress

The First National Bank of Midland, Texas and 00390680
Jessie Blevins Crump, Co-Trustees,
Trust #1069

Joe & Jessie Crump Fund, Acct. No. 2312 .0039060
Myra W. Cruttenden .0004880"
E. C. Edwards .0078120
C. W. Flint, Jr. .0002440
Genera1.Crude 0il Company .0117190
Getty 0il Company 9113190
Irene H. Gibson .0004880
Dalco 0il .0004880
Pauline Flint Kieve .0002440

Kemper Kimberlin .0078130




Page 2

TRACT 4 HUMBLE-WINTERS Lot 2, SE/4 NW/4,

Section 18,

T25S,

R37E

OWNERS

The First National Bank of Denver,
a/c J. M. Richardson Lyeth, Jr. &
Munro lLongyear Lyeth, Jointly

INTEREST

.0070310

TR A et

Jeptha J. Matthews and Robert R. Matthews
Onez Norman Rooney

Skelly 0il Company

Ruby Lee Slack

R. H. Venable Estate, Robert Allen Venable,
Executor & Trustee

Ellen Anne Williams

.0019530

.0070320
0019530
.0026050

.0004880

.0003120



MARALO JALMAT YATES UNIT

LEA COUNTY, NEW MEXICO

ROYALTY INTEREST OWNERS

TRACT 5 MAGGIE ROSE Lot 3, NE/4 SW/4, Section 18, T25S, R37E
OWNERS INTEREST
Buttram Texhoma Company .0322997
Elaine Newby Shepherd, Individually and as .0021533
Attorney in Fact for Ruth Newby Jones,
David Newby, and Rosemary Newby Mullen
Gonzales Royalties, Inc. -.0026367
George V. Holmes Trustee .0036476"
Lexington 0il Company .0025049
E. B. Germany .0014650
W. L. Pickens .0014650
George Etz, Sr. Trust .0156250
Alva N. Etz, ITI & Jean W. Etz .0078125
Robert W. Etz .0078125
University of Oklahoma Foundation .0109960
Ida Miller, c/o Jean Gonz Agent .0003281
Helen D. Pearlbrook Estate 700328137
Chase Manhattan Bank
The Atlantic Richfield Company .0041015%
.0779295
Coll Production, Inc.?* .0117190
Lillian Hinkle Coll, Trustee* .0039060
Edward Galt Trust, The Alamo National Bank of .0007220
San Antonio, Trustee
Mary D. Pearlbrook Estate, Joan Ganz and .0029531
Carl Ganz, Successor Trustees
*Owned by the following in equal shares: -
Charles H. Coll
James N. Coll
Jon F. Coll
May W. Coll, II
. =
c S
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Tract I - 94.
Tract II - 94.
Tract IIT -~ 94.
Tract IV - 94,

Tract V

1

83.

MARALO JALMAT YATES UNIT

ROYALTY COMMITTED TO UNIT

wu
o

of the royalty committed to the tract

8% of the royalty committed to the tract

3% of the royalty committed to the tract

13% of the royalty committed to the

29% of the royalty committed to the

There is only one royalty owner uncommitted to each of

tracts.

A total of 92.93% of the royalty has been committed to
unit by ratification agreements. ~

P

tfact

tract

the above

the entire



MARALO JALMAT YATES UNIT

LEA COUNTY, NEW MEXICO

A R AT T e

ROYALTY INTEREST OWNERS
TRACT 2 WINTERS "B" NE/4 Section 13, T25S, R36E
OWNERS INTEREST
Gwen Hall .0005208.
Cecil Frank Wilson .0002604
Iee Roberts .0002604
Mary Beth\Wo6d .0002604
Elizabeth Greis McBirney Mason ‘ .0019531
Dalco 0il Co. .0004882
Roy G. Barton 0019531~
Ashland 0il & Refining Company 0014703
Robert R. Matthews .0009765
Jeptha J. Matthews .0009765
Myra Cruttenden .0004882
Bradley Resources Corporation .0004882
Wayne Cowden .0013020
Irene H. Gibson .0004882
Getty Oil Company 20117187
Edwin M. Bedford .0003125
Henry DeGrafenried Bedford .0003125
Chas. F. Bedford .0003125
Rachel Bedford Bowen .0003125
Ellen Ann Wallace Williams .0003125
General Crude 0il Company 0117187
Skelly 0Oil Company 0019531
Onez Norman Rooney .0070313
The First National Bank of Denver, (/y;00703i;&\
a/c J. M. Richardson Lye?h, Jr. & \\
mwmwuw'Mun;o Lpngygiiw}yeth, Jointly imwmwm.%.
Atlantic Richfield Company .0129028
. s .0224975

£ SR i L ¢

s A4



Page 2

TRACT 2 WINTERS "B" NE/4 Section 13, T25S, R36E
OWNERS . INTEREST
B. A. Christmas, Jr. .0003253
Joyce C. Brown .0003253
Joyce Ann Brown .0001302
B. A. Christmas, Jr., Trustee .0005208
C. W. Flint, Jr. 0002441
Pauline Flint Kieve .0002441
Joe & Jessie Crump Fund, Acct. No. 2312 - .0078125-
The First Nat%onal Bank of Midland, Texas .0078125

and Jessie Blevins Crump, Co-Trustees,

Trust 1069
R. H. Venable Estate, Robert Allen Venable, .0004882 -

Executor & Trustee

James F. Bryant ‘ .0086792

James F. Bryant .0086792

Ruby Slack . 0086792
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UNIT AGREEMENT
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

Table of Contents

ARTICLE 1
DEFINITIONS

Unit Area

Unitized Formation
Unitized Substances
Working Interest
Royvalty Interest
Royalty Owner

Working Interest Owner
Tract

Unit Overating Agreement
Unit Operator

Tract Participation
Unit Participation
Outside Substances

0il and Gas Rights
Unit Operations

Unit Equipment

Unit Expense

General

ARTICLE 2
EXHIBITS

Exhibits

2.1.1 Exhibit A

2.1.2 Exhibit B

Reference to Exhibits
Exhibits Considered Correct
Correcting Errors

Filing Revised Exhibits

ARTICLE 3
CREATION OF EFFECT OF UNIT

0il and Gas Rights unitized

Personal Property Excepted

Amendment of Leases and Other Agreement
Continuation of Leases and Term Royalties
Titles Unaffected by Unitization
Injection Rights
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ARTICLE 4
PLAN OF OPERATIONS

Unit Operator
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Change of Operating Methods
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TRACT PARTICIPATION

Tract Participation
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ARTICLE 6
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Distribution Within Tracts

Taking Unitized Substances In Kind
Failure To Take In Kind

Responsibility For Royalty Settlements
Royalty On Outside Substances

ARTICLE 7
PRODUCTION AS OF THE EFFECTIVE DATE

0il In Lease Tanks
Overproduction

ARTICLE 8
USE OR LOSS OF UNITIZED SUBSTANCES

Use of Unitized Substances
Royalty Payments

: ARTICLE 9
TRACTS TO BE INCLUDED IN UNIT

Qualification of Tracts
Subsequent Commitment of Interest To Unit
Revision of Exhibits

ARTICLE 10
TITLES

Removal of Tract From Unit Area
Revision of Exhibits

Working Interest Titles

Royalty Owner Titles

Production Where Title Is In Dispute
Payment of Taxes To Protect Title
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UNIT AGREEMENT
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 17th day of octcber »

1977, by the parties who have signed the original of this instrument,
a counterpart thereof, or othé& instrument agreeing to be bound by the
provisions hereto;

WITNESSETH:

WHEREAS, in the interest of the public welfare and to promote
conservation and increase the ultimate recovery of oil, gas, and asso-
ciated minerals from the Jalmat (0il) Field in Lea County, State of
New Mexico, and to protect the rights of the owners of interests therein,
it is deemed necessary and desirable to enter into this agreement to
unitize the 0il and Gas Rights in and to the Unitized Formation in order
to conduct a secondary recovery, pressure maintenance, or other re-
covery program as herein provided;

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

ARTICLE 1
DEFINITIONS

As used in this agreement the terms herein contained shall
have the following meaning:

1.1 UNIT AREA means the lands described by Tracts in
Exhibit A and shown on Exhibit B as to which this agreement becomes
effective or to which it may be extended as herein provided.

1.2 UNITIZED FORMATION means all formations or zones ex-

tending from the top of the Yates Formatlon down to one hundred (100)
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feet below the base of the Queen Formation underlylng the Unltlzed Land~
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said interval having been heretofore found to occur in the Maralo, Inc.
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Humble-Winters "A" lease, well #2' orlglnally drllled by Humble 0il and
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Reflnlng Company as their E. C. Winters "C", well #2 (located 660"
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FNL and 1980' FWL of Sectlon718 Township 25 South, Range 37 East,

Lea County, New Mexico) at an indicated depth of from 2848' to one

"

hundred (100) feet below the base of the Queen Formatlon as 1nd1cated on
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the herelnafter described log. The base of said Queen Formation is
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estlmated to occur two hundred elghty (280) feet below the total drilled_

e

denth of 3400 feet as recorded on the Derforatlng Guns Atlas Corporation’'s
/ %\\mmsw ISR

Simultaneous Radlatlon Log dated January l9, 1954 sald log b01ng

_,,—-—"‘"" i
measured from one (1) foot above a rotary table elevation of 3137 feet
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above sea level.

1.3 UNITIZED SUBSTANCES means all oil, gas, gaseeus sub-
stances, sulphur contained in gas, condensate, distillate, and all
associated and constituent liquid or liquefiable hydrocarbons within
or produced from the Unitized Formation.

1.4 WORKING INTEREST means an interest in Unitized Substances
by virtue of a lease, operating agreement, fee title, or otherwise,
including a carried interest, which interest is chargeable with and
obligated to pay or bear, either in cash oxr out of production or other-
wise, all or a portion of the cost of drilling, developing, producing,
and operating the Unitized Formation. Any interest in Unitized Sub-
stances which is a Working Interest as of the date the owner thereof
executes or ratifies this agreement shall thereafter be treated as a
Working Interest for all purposes of this agreement.

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

1.6 ROYALTY OWNER means a party hereto who owns a Royalty
Interest.

1.7 WORKING INTEREST OWNER means a party hereto who owns
a Working Interest. The owner of oil and gas rights that are free of
lease or other instrument conveying the Working Interest to another
shall be regarded as a Working Interest Owner to the extent of seven-
eights (7/8) of his interest in Unitized Substances, and as a Royalty
Owner with respect to his remaining one-eighth (1/8) interest therein.

1.8 TRACT means each parcel of land described as such and
given a Tract number in Exhibit A.

11.9 UNIT OPERATING AGREEMENT means the agreement entitled
"Unit Operating Agreement, MARALO JALMAT YATES UNIT, Lea County, New
Mexico" of the same effective date as the effective date of this

agreement, and which is entered into by Working Interest Owners.



1.10 UNIT OPERATOR means the Working Interest Owner desig-
nated by Working Interest Owners under the Unit Operating Agreement to
develop and operate the Unitized Formation, acting as operator and not
as a Working Interest Owner.

1.11 TRACT PARTICIPATION means the percentage shown on
Exhibit A for allocating Unitized Substances to a Tract during Phasc I
and Phase II under this agreement.

1.12 UNIT PARTICIPATION of each Working Interest Owner means
the sum of the percentages obtained by multiplying the Working Interest
of such Working Interest Owner in each Tract by the Tract Participation
of such Tract in applicable Phase I and Phase IT.

1.13 OUTSIDE SUBSTANCES means all substances obtained from
any source other than the Unitized Formation and which are injected
into the Unitized Formation. |

1.14 OIL AND GAS RIGHTS means 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.

1.15 UNIT OPERATIONS means all operations conducted by
Working Interest Owners or Unit Operator pursuant to this agreement and
the Unit Operating Agreement for or on account of the development
and operation of the Unitized Formation for the production of Unitized
Substances.

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

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

1.18 Unless the context otherwise clearly indicates, words
used in the singular include the plural, the plural include the

singular, and the neuter gender include the masculine and the feminine.



ARTICLE 2
EXHIBITS

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

2.1.1 EXHIBIT 5, which is a schedule that describes

each Tract in the Unit Area and shows its Tract Participation

under Phase I and Phase IT.

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

2.2 REFERENCE TO EXHIBITS. When reference herein is made
to an exhibit, the reference is to the Exhibit as originally attached
or, if revised, to the latest revision.

2.3 EXHIBITS CONSIDERED CORRECT. An exhibit shall be con-
sidered to be correct until revised as herein provided.

2.4 CORRECTING ERRORS. The shapes and descriptions of the
respective Tracts have been established by using the best information
available. If it subseguently 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 that any mechanical
miscalculation has been made, Unit Operator, with the approval of
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 shall be effective
at 7:00 a.m. on the first day of the calendar month next following the
filing for record of the revised exhibit or on such other date as may be
determined by Working Interest Owners and set forth in the revised
exhibit.

2.5 FILING REVISED EXHIBITS. If an exhibit is revised
pursuant to this agreement, Unit Operator shall certify and f£ile the
revised exhibit for record in Lea County, New Mexico.

ARTICLE 3
CREATION AND EFFECT OF UNIT
3.1 OIL AND GAS RIGHTS UNITIZED. Subject to the provisions

of this agreement, all 0il and Gas Rights of Royalty Owners in and to



éhe lands described in Exhibit A, and all Oil and Gas Rights of Working
Interest Ownefs in and to said lands, are hereby unitized insofar as the
respective 0il and Gas Rights pertain to fhe Unitized Formation, so

that operations may be conducted as if the Unitized Formation had been
included in a single lease executed by all Royalty Owners, as lessors,
in favor of all Working Interest Owners, as lessees, and as if the lease
had been subject to all of the provisions of this agreement.

3.2 PERSONAL PROPERTY EXCEPTED. Working Interest Owners
have each individually heretofore placed in or on their wells and in
or on lands affected by this agreement, wvarious items of personal
property which are lease and well equipment, as to all of which Working
Interest Owners have the right, as provided in their respective leases,
to remove such property from the premises and all of which installations
were made with the intention and understanding that all of the same
would be and remain personal property and that no part therecf would be
or become a part of the realty. Working Interest Owners except from
the terms and provisions of this agreement, and hereby sever from said
lands, for all purposes, all such leése and well equipment which may
be or may hereafter become locatéd in or on the lands or in the wells
on the lands affected hereby. To conform their respective investments
in such equipment, Working Interest Owners have made a separate agree-
ment with each other with respect thereto.

3.3 AMENDMENT OF LEASES AND OTHER AGREEMENT. The provisions
of the various leases, agreements, division and transfer orders, or
other instruments covering the respective Tracts or the production
therefrom are amended to the extent necessary to make them conform
to the provisions of this agreement, but otherwise shall remain in
effect. Notwithstanding anything to the contrary herein, it is expressly
agreed that this Unit Agreement shall not limit, restrict, or moéify
or be construed to limit, restrict, or modify, the expressed or implied
covenants in the 0il and gas leases and assignments of oil and gas
leases contributed to the unit created hereby, except insofar as the
same may be applicable to the Unitized Formation.

| 3.4 CONTINUATION OF LEASES AND TERM ROYALTIES. Operations,

including drilling operations, conducted with respect to the Unitized



Formation on any part of the Unit Area, or production from any part of
the Unitized Formation, except for the purpose of determining payments
to Royalty Owners, shall be considered as operations upon or production
from each Tract, and such operations or production shall continuc in
effect each lease or term royalty interest as to all lands covered
thereby just as if such operations had been conducted and a well had
been drilled on and was producing from each Tract.

3.5 TITLES UNAFFECTED BY UNITIZATION. Nothing herein shall
be construed to result in the transfer of title to the 0il and Gas
Rights by any party hereto to any other party or to Unit Operator.

The intention is to provide for the cooperative development and opera-
tion of the Tracts and for the sharing of Unitized Substances as herein
provided.

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

3.7 DEVELOPMENT OBLIGATION. ©Nothing herein shall relieve
Working Interest Owners from the obligation to develop reasonably
as a whole the lands and leases committed hereto.

ARTICLE 4
PLAN OF OPERATIONS

4.1 UNIT OPERATOR. Working Interest Owners are, as of the
effective date of this agreement, entexring into the Unit Operating
Agreement, designating MARALO, INC. as Unit Operator. Unit Operator
shall have the exclusive right to conduct Unit Operations. The opera-
tions shall conform to the provisions of this agreement, and the
Unit Operating Agreement. If there is any conflict between such
agreements, this agreement shall govern.

4.2 OPERATING METHODS. To the end that the quantity of
Unitized Substances ultimately recoverable may be increased and waste

prevented, Working Interest Owners shall, with diligence and in




accordance with good engineering and production practices, engage in
the secondary recovery operation in the Unitized Formation.

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

ARTICLE 5
TRACT PARTICIPATION

5.1 TRACT PARTICIPATION. Beginning at 7:00 a.m. on the
effective date hereof the Tract Participation of each Tract shall be
as shown on Exhibit A and shall be determined from the following
formula:
PHASE I

Total Tract Participation Percentage equals 100%.

A + B
C+ D

Where: A equals seventy-five (75) percent of the quantity of
oil production plus the equivalent oil volume of gas pro-
duction produced\from the Unitized Formation underlying
each such tract by primary recovery operations from
7:00 a.m. 10-1-75 to 7:00 a.m. 10-1-76.

Where: B equals twenty-five (25) percent of the estimated quantity
of remaining primary oil production plus the equivalent
0oil volume of estimated remaining primary gas production
produced from the Unitized Formation underlying each
such tract by primary recovery operations.

Where: C equals the summatioﬁ of seventy-five (75) percent of
the quantity of oil production plus the eqﬁivalent oil
volume of gas production produced from Unitized Formation
underlying all such tracts by primary recovery operations

from 7:00 a.m. 10-1~75 to 7:00 a.m. 10-1-76.

Where: D equals twenty-five (25) percent of the estimated quantity
of remaining primary oil production plus the equivalent oil
volume of estimated remaining primary gas production pro-

duced from the Unitized Formation underlying all such tracts
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by primary recovery operations.
For purposes of Phase I formula the equivalent oil volume of gas
considers 21 MCF casinghead gas and 17 MCF gas well gas as being
equivalent to one (1) bbl oil.
PHASE 1T |

Total Tract Participvation Percentage equals 100%.

it

Where: E equals the estimated quantity of oil ultimately
recoverable from the Unitized Formation underlying
.each such tract by primary recovery operations.

Where: F equals the summation of estimated guantity of oil
ultimately recoverable from the Unitized Formaticn
underlying all such tracts by primary recovexry
operations.

Phase II shall become effective on the first day of the month

following the month in which 39,000 bbls of o0il have been

produced after 10-1-76 from the Unitized Formation.

5.1.1 PERIODS OF APPLICABILITY. Phase I Tract Par-
ticipation shall be applicable from the effective date until

7:00 a.m. on the first day of the month after the time the

cumulative production of o0il, from and after 7:00 a.m. on

10-1-76, from the subsurface intexrval used in the definition

of Unitized Formation, through wells on the Tracts shown on

the original Exhibit A, totals 39,000 barrxels. Thereafter,

Phase II Tract Participation shall be applicable.

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

ARTICLE 6
ALLOCATION OF UNITIZED SUBSTANCES

6.1 ALLOCATION TO TRACTS. All Unitized Substances produced

and saved shall be allocated to the several Tracts in accordance with

the respective Tract Participations effective during the period that
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the Unitized Substances were produced. The amount of Unitized Sub-
stances allocated to each Tract, regardless of whether it is more or
less than the actual production of Unitized Substances from the well
or wells, if any, on such Tract, shall be deemed for all purposes

to have been produced from suéh Tract.

6.2 DISTRIBUTION WITHIN TRACTS. The Unitized Substances
allocated to each Tract shall be distributed among, or accounted for,
to the parties entitled to share in the production from such Tract
in the same manner, in the same proportions, and upon the same con-
ditions as they would have participated and shared in the production
from such Tract, or in the proceeds thereof, had this agreement not
been entered into, and with the same legal effect. If any 0il and Gas
Rights in a Tract are now or hereafter become divided and owned in
severalty as to different parts of the Tract, the owners of the divided
interests, in the absence of an agreement providing for a different
division, shall share in the Unitized Substances allocated tc the Tract,
or in the proceeds thereof, in proportion to the surface acreaée of
their respective parts of the Tract.

6.3 TAKING UNITIZED SUBSTANCES IN KIND. The Unitized Sub-
stances allocated to each Tract shall be delivered in kind to the
respective parties entitled thereto by virtue of the ownership of
0il and Gas Rights therein or by purchase from such owners. Such
parties shall have the right to construct, maiﬁtain, and operate within
the Unit Area all necessary facilities for that purpose, provided
that they are so constructed, maintained, and operated as not to inter-
fere with Unit Operations. BAny extra expenditures incurred by Unit
Operator by reason of the delivery in kind of any portion of the
Unitized Substances shall be borne by the receiving party. If a
Royalty Owner has the right to take in kind a share of Unitized Sub-
stances and fails to do so, the Working Interest Owner whose Working
Interest is subject to such Royalty Interest shall be entitled to

take in kind such share of the Unitized Substances.



6.4 FAILURE TO TAKE IN KIND. If any party fails to take
in kind or separately dispose of its share of Unitized Substances, Unit
Operator shall have the right, but not the obligation, for the time
being and subject to revocation at will by the party owning the share,
to purchase for its own account, or sell to others, such at ﬁot less than
the market price prevailing in the area and not less than the price
Unit Operator receives fbr its share of Unitized Substances; 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. The proceeds of the Unitized Substances
so disposed of by Unit Operator shall be paid to a payee who shall»dis—
tribute such proceeds to the parties entitled thereto, such payee being
the Working Interest Owners of each affected Tract or a party}designated
by such Working Interest Owners under an agreement between such party
and such Working Interest Owners. Notwithstanding the foregoing, Unit
Operator shall not make a sale into Interstate Commerce of any other
party's share of gas production without first giving such other party
sixty (60) days' notice of such intended sale.

6.5 RESPONSIBILITY FOR ROYALTY SETTLEMENTS. Any< party
receiving in kind or separatelyrdisposing of all or part of the Unitized
Substances allocated to any Tract or receiving the proceeds therefrom
shall be responsible for the payment thereof to the persons entitled
thereto, and shall indemnify all parties hereto, including Unit Operator,
against any liability for all royalties, overriding royalties, production
payments, and all other payments charéeable against or payable out of
such Unitized Substances or the proceeds therefrom.

6.6 ROYALTY ON OUTSIDE SUBSTANCES. If any Outside Substance
consisting of natural gases is injected into the Unitized Formation,
the Working Interest Owners shall be entitled to the royalty-free
recovery of such substances out of seventy-five percent (75%) of the
first day of any such like substances contained in Unitized Substances
subsequently produced and sold or used for any purpose other than
operations hereunder. If extranecus gas-ligquid products (LPG) are
injected for purposes of increasing ultimate oil recovery, the Working

-10-



Interest Owners shall be entitled to the royalty-free reccovery of these
extraneous products out of seventy-five percent (75%) of the first of
such like products recovered in a gasoline plant or other facility
wherein gas-liquid products may be recovered and sold or used for any
purpose other than operations hereunder. When gas from more than one
unit is processed in a common gasoline plant or other common facility,
the Working Interest Owners shall bé entitled to the royalty-free
recovery of extranecous gas-liquid products out of seventy-five percent
(75%) of the first of such like products allocated to the Unit and
sold or used for any purpose other than operations hereunder.
ARTICLE 7

PRODUCTION AS OF THE EFFECTIVE DATE

7.1 OIL IN LEASE TANKS. Unit Operator shall gauge all
lease and other tanks within the Unit Area to ascertain the amount of
merchantable oil produced from the Unitized Formation in such tanks,
above the pipeline connections, as of 7:00 a.m. on the effective date
hereof. The oil that is a part of the prior allowable of the wells
from which it was produced shall remain the property of the parties
entitled thereto the same as if the Unit had not been formed. Any
such o0il not promptly removed may be sold by the Unit Operator for the
account of the parties entitled thereto, subject to the payment of all
royalties, overriding royalties, production payments, and all other pay—
ments under the provisions of the applicable lease or other contracts.
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.

7.2 OVERPRODUCTION. 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 overproduction has been sold or other-
wise disposed of,_such overproduction 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.
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ARTICLE 8
USE OR L0OSS OF UNITIZED SUBSTANCES

8.1 USE OF UNITIZED SUBSTANCES. Working Interest Owners
may use as much of the Unitized Substances as they deem necessary for
Unit Operations, including but‘not limited to the injection thereof into
the Unitized Formation.

8.2 ROYALTY PAYMENTS. No royalty, overriding royalty, pro-
duction, or other payments shall be payable upon, or with respect to,
Unitized Substances used or consumed in Unit Operations, or which other-
wise may be lost or consumed in the production, handling, treating,
transportation, or storing of Unitized Substances.

ARTICLE 9
TRACTS TO BE INCLUDED IN UNIT

9.1 QUALIFICATION OF TRACTS. On and after the effective
date hereof and until the enlargement or reduction thereof, the Unit
Arca shall be composed of the Tracts listed in Exhibit A that corner

or have a common boundary (Tracts separated only by a public highway

or a railroad richt-of~way shall be considered to have a common boundary),

and that otherwise qualify as follows:

9.1.1 Each Tract as to which Workihg Interest Owners
owning one hundred percent (100%) of the Working Interest
have become parties to this agreement and as to which Royalty
Owners owning eighty-five percent (85%) or more of the Royalty
Interest have become parties to this agreement.

9.1.2 Each Tract as to which Working Interest Owners
owning one hundred percent (100%) of the Working Interest
have become parties to this agreement, and as to which
Royalty Owners owning less than eightnyive percent (85%)
of the Royalty Interest have become parties to this agreement,
and as to which (a) all Working Interest Owners in such Tract
have joined in a request for the inclusion of such Tract in
the Unit Area, and as to which kb) Working Interest Owneré
having a sixty-five percent (65%) or more of the combined

voting interest in all Tracts that meet the requirements of

-12-



Section 9.1.1 have voted in favor of the inclusion of éuch
Tract. For the purpose of this Section 9.1.2, the voting
interest of a Working Interest Owner shall be equal to the
ratio that its Phase II Unit Participation attributable to
Tracts that qualify Uunder Section 9.1.1 bears to the total
Phase IT Unit Participation of all Working Interest Owners
attributable to all Tracts that qualify under Section 9.1.1.
9.1.3 Each Tract as to which Working Interest Owners
owning less than one hundred percent (100%) of the Working
Interest have become parties to this agreement, regardless
of the percentage of Royalty Interest therein that is committed
thereto, and as to which (a) the Working Interest Owner who
operates the Tract and all of the other Working Interest
Owners in such Tract who have beéome parties to this agree-
ment have joined in a request for inclusion of such Tract in
the Unit Area, and have executed and delivered an indemnity
agreement indemnifying and agreeing to hold harmless the other
Working Interest Owners in the Unit Area, fheir 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 the agreement and which arise out of the inclusion of the
Tract in the»Unit Area; and as to which (b) sixty-five per-
cent (65%) of the combined voting interest of the Working
Interest Owners in all Tracts that meet the requirements of
Section 9.1.1 and 9.1.2 have voted in favor of the inclusion
of such Tract and to accept the indemnity agreement. For the
purposes of this Section 92.1.3, the voting interest of each
Working Interest Owner shall be equal to the ratio that
its Phase I1I Unit Participation attributable to Tracts that
gualify under Sections 9.1.1 and 9.1.2 bears to the total
Phase II Unit Participation of all Working Interest Owners
attributable to all Tracts that qualify under Sections 9.1.1
and 9.1.2. Upon the inclusion of such a Tract in the Unit
Area, the Unit Participation that would have been attributed

to the nonsubscribing owners of the Working Interest in such
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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, in proportion to their respective Working

Interests in the Tract.

9.2 SUBSEQUENT COMMITMENT OF INTEREST TO UNIT. After the
effective date of this agreement, the commitment of any interest in any
Tract within the Unit Area shall be upon such terms as may be negotiated
by Working Interest Owners and the owner of such interest.

9.3 REVISION OF EXHIBITS. If any of the Tracts described in
original Exhibit A fail to qualify for inclusion in the Unit Area,

Unit Operator shall recompute, using the original basis of computation,
the Tract Participation of each of the qualifying tracts, and shall
revise Exhibits A and B accordingly. The revised exhibits shall be
effective as of the effective date hereof.
ARTICLE 10
TITLES

10.1 REMOVAL OF TRACT FROM UNIT AREA. If a Tract ceases to
have sufficient Working Interest Owners or Royalty Owners committed
to this agreement to meet the conditions of Article 9 because of failure
of title of any party hereto, such Tract shall be removed from the Unit
Area effective as of the first day of the calendar month in which the
failure of title is finally determined; however, the Tract shall not
be removed from the Unit Area if, within ninety (90) days of the date
of final determination of the failure of title, the.Tract requalifies
under a Section of Article 9.

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

10.3 WORKING INTEREST TITLES. If title to a Working Interest
fails, the rights and obligations of Working Interest Owners by reason

of the failure of title shall be governed by the Unit Operating Agrecement.
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10.4 ROYALTY OWNMNER TITLES. If title to a Royalty Interest
fails, but the Tract to which it relates is not removed from the Unit
Area, the party whose title failed shall not be entitled to share here-
under with respect to such interest.

10.5 PRODUCTION WHE‘I‘Q}S TITLE IS IN DISPUTE. If the title
or right of any party claiming the'right to receive in kind all of any
portion of the Unitized Substances allocated to a Tract is in dispute,
Unit Operator at the discretion of Working Interest Owners shall either:

(a) require that the party to whom such Unitized Sub-
stances 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 Sub-
stances with respect to which title or right is in dis-
pute, and impound the proceeds thereof until such time as
the title or right thereto is established by a final
judgment of a court of competent juiisdiction oxr other-
wise to the satisfaction of Working Interest Owners,
whereupon the proceeds so impounded shall be paid with-
out interest to the party rightfully entitled thereto.

10.6 PAYMENT OF TAXES TO PROTECT TITLE. The owners of (1)
the surface rights to lands within the Unit Area, (2) the severed
mineral or Royalty Interests in the lands, and (3) the improvements
located on the lands not utilized for Unit Operations, shall individually
by responsible for the rendition and assessment. for ad valorem tax
purposes of all such property, and for the payment of such taxes, except
as otherwise provided in any contract or agreement between such owners
and a Working Interest Owner. If any ad valorem taxes are not paid by
such Owner responsible therefor when due, Unit Operator may, with
approval of Working Interest Owners, at any time prior to tax sale,
or expiration of period of redemption after tax sale, pay the same,

redeem such property, and discharge such tax liens as may arise through
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nonpayment. Any such payment shall be treated as an item of Unit
Expense. Unit Operator, shall if possible, withhold from any procecds
derived from the sale of Unitized Substances otherwise due to any
delinquent taxpayer or taxpayers an amount sufficient to defray the
costs of such payment or redemption, such withholding to be credited to
the joint account. Such withholding shall be without prejudice to any
other remedy, either at law or in equity, which may be available for
exercise by the Unit Operator or by the Working Interest Owners.
ARTICLE 11

EASEMENTS OF USE OF SURFACE

11.1 GRANT OF EASEMENTS. The parties hereto, to the extent
of their rights and interests, hereby grant to Working Interest Owners
the right to use as much of the surface of the land within the Unit Area
as may reasonably be necessary for Unit Operations; provided that,
nothing herein shall be construed as leasing or otherwise conveying to
Workiﬁg Interest Owners a site for a water, gas injection, processing
or other plant, or camp site.

11.2 ©USE OF WATER. Working Interest Owners shall have free
use of water from the Unit Area for Unit Operations, except water from
any well, lake, pond, or irrigation ditch of a Royalty Owner.

11.3 SURFACE DAMAGES. Working Interest Owners shall pay
the owner for damages to growing crops, timber, fences, improvement,
and structures on the Unit Area that result from Unit Operations in
accordance with and as specified in the leases subject to this agreement.

ARTICLE 12
ENLARGEMENTS OF UNIT AREA

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

12.1.1 The acreage shall qualify under a Section of

Article 9.

12.1.2 The participation to be allocated to the acreage
shall be reasonable, fair, and based on all available infor-
mation.

12.1.3 There shall be no retroactive allocation or

adjustment of Unit Expense or of interests in the Unitized
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Substances, produced or proceeds thereof; however, this
limitation shall not prevent an adjustment of investment by
reason of the enlargement.

12.2 DETERMINATION OF TRACT PARTICIPATION. Unit Operator,
subject to Section 5.2, shall'éetermine the Tract Participation of each
Tract within the Unit Area as enlarged, and shall revise Exhibits A
and B accordingly.

12.3 EFFECTIVE DATE. The effective date of any enlargement
of the Unit Area shall be 7:00 a.m. on the first day of the calendar
month following compliance with conditions for enlargement as specified
by Wofking Interest Owners, approval of the enlargement by the appro-
priate governmental authority, if required, and the filing for record
of revised Exhibits A and BAin the records of Lea County, New Mexico.

ARTICLE 13
CHANGE OF TITLE

13.1 COVENANT RUNNING WITH THE LAND. This agreement shall
extend to, be binding upon, and inure to the benefit of, the respective
heirs, devisees, legal representatives, successors, and assigns of the
parties hereto, and shall constitute-a covenant running with the lands,
leases, and interests covered hereby.

13.2 ANOTICE OF TRANSFER. Any conveyance of all or any part
of any interest owned by any party hereto with respect to any Tract
shall be made expressly subject to this agreement. No change of
title shall be binding on the Unit Operator, or upon any party hereto
other than the party so transferring, until the first day of the calendar
month next succeeding the date of receipt by Unit Operator of a photo-
copy or a certified copy of the recorded instrumént evidencing such
change in ownership.

13.3 WAIVER OF RIGHTS TO PARTITION. Eéch party hereto
covenants that, during the existence of this agreement, it will not
resort to any action to partition the Unit Area or the Unit Equipment,
and to that extent waives the benefits of all laws authorizing such par-

tition. .
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ARTICLE 14
RELATIONSHIP OF PARTIES

14.1 NO PARTNERSHIP. The duties, obligations, and liabilities
of the parties hereto are intended to be several and not joint ox
collective. This agreement ié not intended to create, and shall not be
construed to create, an association or trust, or to impose a partner-
ship 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 obligations as herein provided.

14.2 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.

14.3 TROYALTY OWNERS FREE OF COSTS. This agreement is not
intended to impose, and shall not be construed to impose, upon any
Royalty Owner any obligation to pay for Unit Expense unless such Royalty
Owner is otherwise so obligated.

14.4 INFORMATION TO ROYALTY OWNERS. Each Rdyalty Owner,
upon written request therefor, shall be entitled to all information
in possession of Unit Operator to which such Royalty Owner is entitled
by an existing agreement with any Working Interest Owner.

ARTICLE 15
LAWS AND REGULATIONS

15.1 LAWS AND REGULATIONS. This agreement shall be subject
to the conservation laws of the State of New Mexico; to the valid
rules, regulations, and orders of the New Mexico 0il Conservation
Commission; and to all other applicable federal, state, and municipal
laws, rules, regulations and orders.

YARTICLEAlG
FORCE MAJEURE

16.1 FORCE MAJEURE. All obligations imposed by this agree-

ment on each party, except for the payment of money, shall be suspended

while compliance is prevented, in whole or in part, by a strike, fire,
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war, civil disturbance, act of God; by federal, state, or municipal
laws; by any rule, regulation or order of a governmental agency, by
inability to secure materials; or by any other cause or causes beyond
reasonable control of the party. No party shall be required against
its will to adjust or settle any labor dispute. The party claiming
force majeure shall give prompt notice thereof to all Working Interest
Owners. Neither this agreement nof any lease or other instrument subject
hereto shall be terminated by reason of suspension of Unit Operations
due to any one or more of the causes set forth in this Article.
ARTICLE 17
EFFECTIVE DATE
17.1 EFFECTIVE DATE. This agreement shall become binding
upon each party as of the date such party signs the instrument by which
it becomes a party hereto, and, uniess sooner terminated as provided
in Section 17.2, shall become effective as to qualified Tracts at the
time and date as determined by the Working Interest Owners in all the
gqualified Tracts, and set forth in a certificate filed for record by
Unit Operators in Lea County, New Mexico. The certificate shall also
recite the percentage of the Unit Area represented by the Tracts qualified
under Article 9, the book and page in which a counterpart of this
agreement has been recorded. The certificate shall not be filed until
after the folloWing requirements have been met:
17.1.1 Tracts comprising eighty percent (80%) or more
of the Unit Area as shown on the original Exhibit B have
qualified under the provisions of Article 9.
17.1.2 At least one counterpart of this agreement
has been filed for record by Unit Operator in Lea_Couﬂty,
New Mexico.
17.1.3 This agreement has been approved by the New
Mexico 0il Conservation Commission.
17.2 IPSO FACTO TERMINATION. If the requirements of Section
17.1 are not accomplished on or before January 1, 1979, this agreement
shall ipso facto terminate on that date (hereinafter called "termination
date") and thereafter be of no further effect, unless prior thereto

Working Interest Owners owning a combined Phase II Unit Participation
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of at least seventy-five percent (75%) have become parties to this
agreement, and at least seventy percent (70%) of the combined voting
interest of such signatory parties have decided to extend the termina-
tion date for a period not to exceed six (6) months. If the termina-
tion date 1s so extended and tﬁe requirements of Section 17.1 are not
accomplished on or before the extended termination date, this agree-
ment shall ipso facto terminate on the extended termination date and
thereafter be of no further effect. For the purpose of this section,
Unit Participation shall be as shown on the original Exhibit € attached
to the Unit Operating Agreement.

ARTICLE 18

TERM

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

18.2 TERMINATION BY WORKING INTEREST OWNERS. This agrecment
may be terminated by Working Interest Owners having a combined Phase II
Unit Participation of at least ninety percent (90%) whenever such
Working Interest Owners determine that Unit Operations are no longer
profitable or feasible and Unit Operator shall file an affidavit stating
such fact and the date thereof in the records of Lea County, New Mexico.

18.3 EFFECT OF TERMINATION. Upon termination of this agree-—
ment, the further development and operation of the Unitized Formation
as a unit shall be abandoned, Unit Operations shall cease, and there-
after the parties shall be governed by the provisions of the leases
and other instruments affecting the separate Tracts.

18.4 SALVAGING EQUIPMENT UPON TERMINATION. If not otherwise
granted by the leases or other instruments affecting each Tract unitized
under this agreement, Royalty Owners hexeby grant Working Interest
Owners a period of six (6) ménths after the date of termination of this

agreement within which to salvage and remove Unit Equipment.
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ARTICLE 19
BORDER AGREEMENTS

19.1 The Unit Operator upon the concurrence of at least three
Working Interest Owners owning at least seventy-fiye percent (75%) of Unit
Participation which is in efféét at the time the vote is taken may enter
into a border-protection agreement or agreements with the Working
Interest Owners of lands adjacent to the committed Tracts with respect
to the operations in the border area for the maximum ultimate‘recovery,
conservation purposes and proper protection of the parties and interests.

ARTICLE 20
EXECUTION

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

20.2 JOINDER IN DUAL CAPACITY. Execution as herein provided
by any party as either a Working Interest Owner or a Royalty Owner shall
commit all interests that may be owned or controlled by such party.

ARTICLE 21
GENERAIL

21.1 AMENDMENTS AFFECTING WORKING INTEREST OWNERS. Amend-
ments hereto relating wholly to Working Interest Owners may be made if
sigped by all Working Interest Owners.

21.2 ACTION BY WORKING INTEREST OWNERS. Any action or
approval required by Working Interest Owners hereunder shall be in
accordance with the provisions of the Unit Operating Agreement.

21.3 TLIEN OF UNIT OPERATOR. Unit Operator shall have a lien
upon the interests of Working Interest Owners in the Unit Area to the
extent provided in the Unit Operating Agreement.

IN WITNESS WHEREOF, the parties hereto have executed this

agreement on the dates opposite their respective signatures.
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WORKING INTEREST OWNERS

ATTEST : MARALO, INC.
e /'/
. ya \./,"
s, Ligid (ﬂ,&(,/ /%J/ November 25, 1977
Secretary Mary Ralph/ Lowe Pr; 51dent Date (' aored
? s /QZZ;Z//L{ December 10, 1977
Erma Lowe Date
ATTEST:
CITIES SERVICE 0IL COMPANY
Date
ATTEST: FLUOR OIL AND GAS CORPORATION
Date
ATTEST: MOBIIL, OIL CORPORATION
Date
T. J. Brown, Independent ' Date
Executor of the Estate of
R. DeChicchis, Deceased
Dawson George, Independent Date
Executor of the Estate of R. S.
Brennand, Jr., Deceased
Robert Watson, Independent ' Date

Executor of the Estate of
R.. 8. Brennand, Jr., Deceased
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STATE OF Texas )
} ss.
COUNTY OF Blanco )

The foregoing instrument was acknowledged before me this

25th day of November » 1977, by Mary Ralph Lowe '
President of MARALO, INC., a corporation, on behalf of
said corporation. '

L SR oy
t

T T
Notary Public/ in and fori
Blanco County, - Téxas,

My Commission Expires:

October 31, 1978

STATE OF Texas )
) ss.
COUNTY OF Blanco )
The foregoing instrument was acknowledged before me this

10th day of December , 1977, by ERMA LOWE.

r/—\\\'a i

. o~ /

R S cE i f
Vala. o v a Meo

-

Notary Public in and foij\
Blanco Y cCounty, Tefas.

My Commission Expires:

October 31, 1978
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EXHIBIT "A"
ATTACHED TO UNIT AGREEME

MATDAT T
MARALC JALMAT YATES UNI

LEA COUNTY, NEW MEXICO

NT

m

ahe

TRACT PARTICIPATION

TRACT
NO, TRACT NAME LAND DESCRIPTION ACRES {PERCENT
PHASE I PHASE II
MARALO, INC. Operated Leases
1 Winter C SE/4 Section 12, T-25-S, R~36-E 160.00 47.93126 30.85362
2 Winters B NE/4 Section 13, T-~25-8, R-36-E 160.00 15.89876 31.24212
3 Humble-Winters a N/2 of NW/4 Section 18, T-25-S,
R=37-E 80.00 17.98455 18.30544
4 Humble~Winters S/2 of NW/4 Section 18, T-~25-S,
R-37-E 80.00 6.52017 12.19738
5 Maggie Rose N/2 of SW/4 Section 18, T-25-8,
R~37-E 80.00 11.66526 7.40144
560.00 100.00000 100.00000
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EXHIBIT B
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tea Co. ,N. M.
R-36-E R- 37 -E
4 T i
Conoco § World Wide 1 1
- 2 ) Energy ' i ]
* . o * ' v
¢ bt i 1
_________ wetts . _ . ..._1} ] !
Tennaco 1 i i
i } 1
| oot
o3 o o2 o ' i '
Wells ., Y weits v 1
1 e e
A -'"""myﬁ!’"“t
oS rco 2 y .. o Dolport i
#4 - 1 3
= #r ¥
a ! o? o
TRACT | = !
- f
b 1
o3 o= [
] - [ 7
T L] E L] t L] . 4 1
o g - w ! ™ Y
Winters € : Winters t
25 Maralo e L IEA8933393 R SHTNRNINT] 125
Con'oco od s 3 o2 Moralo Inc = “
S o? : o'TRACT 3 o % 3 %" o
' KumbieWinters ‘4" E "
t TRACT 2 oo oo o mm e e e -3
1 Mocolo Ing )
I -
pr : o* ¢ JTRACT 4, 8
! * 5 16 n
! g - " Winters'a " Humble Winters 3 ¢
| Sholss ___Shales 3y poMMB LD bl Wilen &y ]
| Morola ln’c, . o6 Conoco s bﬁawlo Inc Bé ié‘
) - [ ]
rF3 E TRACT 8 E n
: 3 :
1 E Magyle Rose 3 /o
: EREBINEAA2IS 3NN AN / j{ vjf’ -
e (D'
g2 : ' o3 &7 | & o .
] L3 ! I o’
v Lindky Sholes U.S. H
H T i I
‘ g ; l : .
# I . © .
L ]
R-36-E R-37-E
MARALO INC.

MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

B2833325333093 MM — UNIT BOUNDARY




UNIT OPERATING AGREEMENT

MARALO JALMAT YATES UNIT

LEA COUNTY, NEW MEXICO



UNIT OPERATING AGREEMENT
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

Table of Contents

Section N Page
No.

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmation of Unit Agreement 1

ARTICLE 2
EXHIBITS

.1 Exhibits A and B
.1.2 Exhibit C
.1.3 Exhibit D
.1.4 Exhibit B
evision of Exhibits

NN R

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

Overall Supervision

Specific Authorities And Duties

3.2.1 Method of Operation

2 Drilling of Wells

.3 Well Recompletions and Change of Status
4

5

W W
*
N

Expenditures

Disposition of Unit Equipment

.6 Appearance Before a Court or Regulatory
Agency

7 Audits

8 Inventories

.9 Technical Serxvices

10 Assignments to Committees

WWWNNDNDN

W DWW

ARTICLE 4
MANNER OF EXERCISING SUPERVISION

Designation of Representatives

Meetings

Voting Procedure

4.3.1 Voting Interest

4.3.2 Vote Required

4.3.3 Vote At Meeting By Nonattending Working
Interest Owner

4.3.4 Pecll Votes

W P

.

w N =
(800~ T~

vt

ARTICLE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

Reservation of Rights
Specific Rights

5.2.1 Access To Unit Area
5.2.2 Reports

(S8,
.
[

*

ooy W\

ARTICLE 6
UNIT OPERATOR

Initial Unit Operator
Resignation or Removal
Selection of Successor

A0
.

w N~
AN



L] . . A

3

v .

NN NN NN
.
RO UTS WN

o

10.1

10.2
10.3
10.4
10.5

11.1
11.2
11.3
11.4
11.5
11.6
11.7
11.8

12.1

13.1
13.2

14.1
14.2

ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR

Exclusive Right To Operate Unit
Workmanlike Conduct

Liens And Encumbrances

Employees

Records .

Reports To Working Interest Owners
Reports To CGovernmental Authorities
Engineering And Geological Information
Expenditures

Wells Drilled By Unit Operator

ARTICLE 8
TAXES

Ad Valorem Taxes
Other Taxes

ARTICLE 9

INSURANCE
Insurance

ARTICLE 10

ADJUSTMENT OF INVESTMENTS

Personal Property Taken Over

10.1.1 Wells

10.1.2 Well and Lease Equipment

10.1.3 Records

Inventory And Evaluation of Personal Property
Investment Adjustment

General Facilities

Ownership of Personal Property and Facilities

ARTICLE 11
UNIT EXPENSE

Basis Of Charges To Working Interest Owners
Budgets

Advance Billings

Commingling of Funds

Lien of Unit Operator

Unpaid Unit Expense

Uncommitted Royalty

Carved—-Out Interest

ARTICLE 12
NON-UNITIZED FORMATIONS

Right To Operate

ARTICLE 13
TITLES

Warranty And Indemnity
Failure Because of Unit Operations

ARTICLE 14
LIABILITY, CLAIMS AND SUITS

Individual Liability
Settlements

ii.

COMONNNNNSN

11
11
11
12
12
12
12
13

13

14

14

14
15



15.1

l16.1

17.1

18.1

20.1

21.1

22.1

ARTICLE 15
INTERNAL REVENUE PROVISION

Internal Revenue Provision

ARTICLE 16
" NOTICES

Notices

ARTICLE 17
WITHDRAWAL OF WORKING INTEREST OWNER

Withdrawal

ARTICLE 18
ABANDONMENT OF WELLS

Rights Of Former Owners
Plugging

ARTICLE 19
EFFECTIVE DATE AND TERM

Effective Date
Texrm

ARTICLE 20
ABANDONMENT OF OPERATIONS

Termination

20.1.1 0il And Gas Rights
20.1.2 Right To Operate
20.1.3 Salvaging Wells
20.1.4 Cost Of Salvaging

ARTICLE 21

Original Counterpart, or Other Instrument

ARTICLE 22
SUCCESSORS AND ASSIGNS

Successors And Assigns

iii.

15

16

16

17
17

17
18

18
18
18
18
18

19

19



UNIT OPERATING AGREEMENT

MARALO JALMAT YATES UNIT
Lea County, New Mexico

THIS AGREEMENT, entered into as of the 17thday of october
1977, by the parties who have 5igned the original of this instrument,
a counterpart thereof, or other instrument agreeing to be bound by
the provisions hereof;

WITNESSETH:

WHEREAS, the parties hereto as Working Interest Owners have
executed, as of the date hereof, an agreement entitled, "Unit Agreement,
Maralo Jalmat Yates Unit, Lea County, New Mexico", herein referred to
as "Unit Agreement", which, among other things, provides for a separate
agreement to be entered into by Working Interest Owners to provide for
the development and operation of the Unit Area as therein defined;

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

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

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

ARTICLE 2
EXHIBITS

2.1 EXHIBITS. The following exhibits are incorporated
herein by reference:

2.1.1 EXHIBITS A AND B of the Unit Agreement.

2.1.2 EXHIBIT C, attached hereto, which is a schedule
showing the Working Interest of each Working Interest Owner
in each Tract, the percentage of total Unit Participation
attributable to each such interest, and the total Unit
Participvation of each Working Interest Owner. Phase I and
Phase II Unit Participations shall be applicable for the

"respective periods of time provided in Section 5.1.1



of the Unit Agreement except where a different phase Tract

Participation, Unit Participation or voting interest is herein

stated. Exhibit C, or a revision thereof, shall not be con-

clusive as to the information therein, except it may be used
as showing the Unit.Participations of the Working Interest

Owners for purposes of this agreement until shown to be in

error or is revised as herein authorized.

2.1.3 EXHIBIT D, attached hereto, which is the Accounting
Procedure applicable to Unit Operations. 1If there is any
conflict between this agreement and Exhibit D, this agreement
shall govern.

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

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

ARTICLE 3

SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

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

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

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

3.2.2 DRILLING OF WELLS. The drilling of any well
whether for production of Unitized Substances, for use as an

injection well, or for other purposes.



3.2.3 WELL RECOMPLETIONS AND CHANGE OF STATUS. The
recompletion, abandonment, oxr dhange of status of any well in
the Unit Area, or the use of any well for injection or other
purposes, except for well servicing or stimulation work cn
the existing completion interval not exceeding Unit Operator's
authority for single expenditures. |

3.2.4 EXPENDITURES. The making of any single expenditure
in excess of Fifteen Thousand Dollars ($15,000.00); provided
that, approval by Working Interest Owners of the drilling,
reworking, deepening, or plugging back of any well shall include
approval of all necessary expenditures regquired therefor, and
for completing, tes  ing, and equipping the same, including
necessary flow lines, separators, and lease tankage.

3.2.5 DISPOSITION OF UNIT EQUIPMENT. The selling or
otherwise disposing of any major item of surplus Unit Equip-
ment, if the current list price of new equipment similarx
thereto is Five Thousand Dollars ($5,000.00) or more.

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

3.2.7. AUDITS. The auditing of the accounts of Unit
Operator pertaining to Unit Operations hereunder; provided
that, the audits shall

(a) not be conducted more than once a year except
upon the resignation or removal of Unit Operator,
(b) bé made at the expense of all Working Interest

Owners other than the Working Interest Owner designated

as Unit Operator,

(c) be made upon not less than thirty (30) days’
written notice to Unit Operator, and
(d) be conducted in accordance with the Accounting

Procedure, Exhibit D, attached hereto.



3.2.8 INVENTORIES. The taking of periodic inventories
under the terms of Exhibit D.

3.2.9 TECHNICAL SERVICES. The authorizing of charges
to the joint account for services by consultants or Unit
Operator's technical personnel not covered by the overhead
charges provided by Exhibit D.

3.2.10 ASSIGNMENTS TO COMMITTEES. The appointment of
committees to study any problems in connection with Unit
Operations.

3.2.11 The removal of Unit Operator and the selection
of a successor.

3.2.12 The enlargement of the Unit Area.

3.2.13 The adjustment and readjustment of investments.

3.2.14 The termination of the Unif Agreement.

ARTICLE 4
MANNER OF EXERCISING SUPERVISION

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

4.2 MEETINGS. All meetings of Working Interest Owners shall
be called by Unit Operator upon its own motion or at the request of one
or more Working Interest Owners having a total Unit Participation of
not less than Three Percent (3%). No meeting shall be called on less
than fourteen (14) days' advance written notice, with agenda for the
meeting attached. Working Interest Owners who attend the meeting shall
not be prevented from amending items included in the agenda or from
deciding the amended item or other items presented at the meeting.

The representatives of Unit Operator shall be chairman of each meeting.

4.3 VOTING PROCEDURE. Working Interest Owners shall decide
all matters coming before them as follows:

4.3.1 VOTING INTEREST. Each Working Interest Owner

shall have a voting interest equal to its Unit Participation



based upon the Phase in effect at the time of voting.

4.3.2 VOTE REQUIRED. Except as may otherwise be provided
herein or in the Unit Agreement, Working Interest Owners shall
act upon and determine all matters coming before them by the
affirmative vote of three or more Working Interest Owners
having a total of 75 percent (75%) or more of the total voting
interest in the unit; provided that if any one Working Interest
Owner has a voting interest of more than thirty-five percent

(35%), its negative vote or failure to vote shall not defeat

LA
—

the matter being voted on if such matter is supported by a
majority of the voting interest unless such Working Interest
Owner 1is supported by tﬁe vote of one or more other Working
Interest Owners having a total voting interest of at least
three percent (3%), and such tesulting vote shall be binding
on all parties. '

4.3.3 VOTE AT MEETING BY NONATTENDING WORKING INTEREST
OWNER. Any Working Interest Owner who is not represented
at a meeting may vote on any agenda item by letter or telegram
addressed to the representative of the Unit Operator if its
vote is received priof to the vote on the item, p;ovided such
nonattending Working Interest Owner's vote shall not be
counted in the vote taken on any item that was amended or
altered at the meeting.

4.3.4 POIL VOTES. Working Interest Owners may vote
on and decide, by letter or telegram, any matter suvbmitted
in writing to Working Interest Owners. If a meeting is not
requested, as provided in Section 4.2, within seven (7)
days after the written proposal is sent to Working Interest
Owners, the vote taken by letter or telegram shall become
final. Unit Operator will give prompt notice of the results
of the voting to all Working Interest Owners.

ARTICLE 5

INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

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

this agreement and the Unit Agreement.
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5.2 SPECIFIC RIGHTS. Each Working Interest Owner shall have,
among others, the following specific rights: |

5.2.1 ACCESS TO UNIT AREA. Access to the Unit Area
at such Working Interest Owner's own risk at all reasonable
times to inspect Unit Operations, éll wells, and the records
and data pertaining thereto.

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

ARTICLE 6
UNIT OPERATOR

6.1 INITIAL UNIT OPERATOR. MARALO, INC. is hereby designated
as Unit Operator.

6.2 RESIGNATION OR REMOVAL. "Unit Operator may resign at
any time. Working Interest Owners may remove Unit Operator at any time
by the affirmative vote of at least 75% of the voting interest remaining
after excluding the voting interest of the Unit Operator. A Unit
Operator that resigns or is removed shall not be released from its
obligations hereunder for a period of three (3) months after the resig-
nation or discharge, unless a successor Unit Operator has taken o&er
unit operations prior to the expiration of such period.”

6.3 SELECTION OF SUCCESSOR. "Upon resignation or removal
of a Unit Operator, a successor Unit Operator shall be selected by
Working Interest Owners. If the Unit Operator that is removed votes
only to succeed itself, the successor Unit Operator may be selected by
the affirmative vote of at least 75% of the voting interest remaining
after excluding the voting interest of the Unit Operator that was

removed."”



ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR

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

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

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

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

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

7.6 REPORTS TO WORKING INTEREST OWNERS. Unit Operator shall
furnish to Working Interest Owners monthly reports of Unit Operations
as prescribed by the Working Interest Owners.

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

7.8 ENGINEERING AND GEOLOGICAL INFORMATION. Unit Operator
shall furnish to a Working Interest Owner, upon written request, a
copy of the log and other engineering and_geological data pertaining

to wells drilled for Unit Operations.



7.9 EXPENDITURES. Unit Operator is authorized to make single
expenditures not in excess of Fifteen Thousand Dellars ($15,000.00)
without prior approval of Working Interest Owners. If an emergency
occurs, Unit Operator may immediately make or incur such expenditures
as in its opinion are required’to deal with the emergency. Unit
Operator shall report to Working Interest Owners, as promptly as
possible, the nature of the emergency and the action taken.

7.10 WELLS DRILLED BY UNIT OPERATOR. All wells drilled by
Unit Operator shall be at the usual rates and under usual conditions
prevailing in the area. Unit Operator may employ its own tools and
equipment under terms and conditions approved by Working Interest Owners.

ARTICLE 8
TAXES

8.1 AD VALOREM TAXES. Beginning with the first of the calendar
vear after the effective date hereof, Unit Operator after consulting
with Working Interest Owners, shall make and file for ad valorem tax
purposes all necessary renditions and returns with the proper taxing
authorities of governmental subdivisions covering all property of each
Working Interest Owner within the Unit Area and used in connection with
the development and operation of the Unit Area. Any Working Interest
Owner dissatisfied with any proposed rendition or assessment of its
interest in property shall have the right, at its own expense, to pro-
test and resist the same. All such ad valorem taxes due and payable on
account of real and personal property of each Working Interest Owner
located within the Unit Area and used in connection with Unit operations
shall be paid by the Unit Operator for the joint account in the same
manner as other costs and expenses of Unit Operations; provided that,
if the interest of a Working Interest Owner is subject to a separately
assessed overriding royalty interest, production payment, or other
interest in excess of a 1/8 royalty, such Working Interest Owner shall
be given credit for the reduction in taxes paid resulting therefrom.

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

of Unitized Substances.



ARTICLE 9
INSURANCE
9.1 INSURBNCE. Unit Operator, with respect to Unit Opera-
tions, shall do the following:
9.1.1 Comply with the Workmen's Compensation Law of
the State of New Mexico.
9.1.2 Carry Employer's Liability and other insurance as
required by the laws of the State of New Mexico.
9.1.3 Carry other insurance as set forth in Exhibit E.
ARTICLE'10
ADJUSTMENT OF INVESTMENTS
10.1 PERSONAL PROPERTY TAKEN OVER. U?On the Effective Date
hereof, Working Interest Owners shall deliver to Unit Operator the
following:
10.1.1 WELLS. All wells completed in the Unitized
Formation.
10.1.2 WELL AND LEASE EQUIPMENT. The casing and tubing
in each such well, the wellhead connections, thereon, and
all other lease and operating equipment that is used in the
operation of such wells.
10.1.3 RECORDS. A copy of all production and well records
that pertain to such wells. |
10.2 INVENTORY AND EVALUATION OF PERSONAL PROPERTY. Working
Interest Owners shall at Unit Expense, as of the effective date hereof,
or as soon thereafter as feasible, inventory and evaluate in accordance
with the provisions of Exhibit D the personal property taken over under
Section 10.1.2, except that casing shall be given no value. No meeting
for such inventory and evaluation shall be called on less than fourteen (14)
days advance written notice. Such inventories shall include and be
limited to those items of equipment indicated to be controllable in
the COPAS Bulletin No. 6, Material Classification Manual - 1967, and
other items as agreed upon by the Working Interest Owners may be
included on the inventories in order to insure a more equitable adjust-
ment of investments. All other non-controllable itemsvof lease and well

equipment installed within the Unit Area that are required in Unit



- Operations, although excluded from the inventories, shall nevertheless

be taken over by the Unit Operator. Immediately following completion

of such inventory, the material and equipment taken over under Section
10.1.2 shall be priced in accordance with the provisions of Section IV,
Paragraph 2 of Exhibit D, Accopnting Procedure, or at an appraised

value as determined by the Working Interest Owners, which pricing shall
be performed under the supervision of, by the personnel of, and in

the offices of the Unit Operator, with other Working Interest Owners
furnishing such additional pricing heip as may be available and necessary.

10.3 INVESTMENT ADJUSTMENT. Upon approval by Working
Intere;t Owners of the inventory and evaluation, each Working Interest
Owner shall be credited with the value of its interest in all personal
property taken over under Section 10.1.2, and shall be charged with
an amount equal to that obtained by multiplying the total value of all
personal property taken over under Section 10.1.2 by such Working
Interest Owner's Phase II Unit Participation. If the charge against
any Working Interest Owner is greater than the amount credited to such
Working Interest Owner, the resulting net charge shall be an item of
Unit Expense chargeable against such Working Interest Owner. If the
credit to any Working Interest Owner is gréater than the amount charged
against such Working Interest Owner, the resulting net credit shall be
paid to such Working Interest Owner by Unit Operator out of funds
received by it in settlement of the net charges described above.

10.4 GENERAL FACILITIES. The acquisition of warehouses,
warehouse stocks, lease houses, camps, facility systems, and office
building necessary for Unit Operations shall be by negotiation by the
owners thereof and Unit Operator, subject to the approval of Working
Interest Owners. There shall be no adjustment for lease roads or
appurtenances thereto.

10.5 OWNERSHIP OF PERSONAL PROPERTY AND FACILITIES. Each
Working Interest Owner, individually, shall by virtue hereof own an
undivided interest, equal to its Phase II Unit Participation, in all
personal property and facilities taken over or otherwise acquired by

Unit Operator pursuant to this agreement.
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ARTICLE 11
UNIT EXPENSE

11.1 BASIS OF CHARGES TO WORKING INTEREST OWNERS. Unit
Operator initially shall pay and discharge all costs and expenses
incurred in the development and operation of the Unit Area. All invest-
ments in accountable equipment, Outside Substances, drilling, develop-
ment, installation of facilities and costs incident to such installing
or construction and all other costs other than current operating
expenses shall be charged to and owned by each Working Interest Owner
in proportion to its Phase II Unit Participation. Current operating
expenses and overhead will be charged to each Working Interest Owner in
proportion to such Working Interest Owner's Percentage of Participation
in effect at the time. For purposes of this provision, current operating
expenses shall include only those expenditures which are incurred in
the day-to-day operations of the unit. Working Interest Owners shall
.reimburse Unit Operator for all such costs and expenses, and all
charges, credit and accounting for costs and expenses shall be in
accordance with Exhibit D.

11.2 BUDGETS. Before or as soon as practical after the
effective date hereof, Unit Operator shall prepare a budget of estimated
Unit Expense for the remainder of the calendar year, and, on or before
the first day of each August thereafter, shall prepare such a budget
for the ensuing calendar year. Such budget shall set forth the estimated
Unit Expense by quarterly periods. Budgets shall be estimates only,
and shall be adjusted or corrected by Working Interest Owners and Unit
Operator whenever an adjustment or correction is proper. A copy of
each budget and adjusted budget shall promptly be furnished to each
Working Interest Owner.

11.3 ADVANCE BILLINGS. Unit Operator shall have the right
to require Working Interest Owners to advance their respective share
of estimated Unit Expense by submitting to Working Interest Owners,
on or before the 15th day of any month, an itemized estimate thereof
for the succeeding month, with a request for payment in advance.

Within fifteen (15) days thereafter, each Working Interest Owner shall
pay to Unit Operator its share of such estimate. Adjustments between
estimated and actual Unit Expense shall be made by Unit Operator at
the close of each calendar month, and the accounts of Working Interest

~-11-



Owners shall be adjusted accordingly.

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

11.5 LIEN OF UNIT OPERATOR. Each Working Interest Owner
grants to Unit Operator a lien upon its Qil and Gas Rights, except
royalty interests, in each Tract, its share of Unitized Substances
when produced, and its interest in all Unit Equipment as security for
payment of its share of Unit Expense, together with interest thereon at
the rate of twelve percent (12%) per annum. Unit Operator shall have
the right to bring suit to enforce cdllectioh of such indebtedness with
or without seeking foreclosure of the lien. 1In addition, upon default
by any Working Interest Owner in the payment of its share of Unit
Expense, Unit Operator shall have the right to collect from the purchaser
the proceeds from the sale of such Working Interest Owner's share of
Unitized Substances until the amount owed by such Working Interest
Owner, plus interest as aforesaid, has been paid. Each purchaser shall
be entitled to rely upon Unit Operator's written statement concerning
the amount of any default.

11.6 UNPAID UNIT EXPENSE. If any Working Interest Owner fails
to pay its share of Unit Expense within sixty (60) days after rendition
of a statement therefor by Unit Operator, each Working Interest Owner
agrees, upon reguest by Unit Operator, to pay its proportionate part
of the unpaid share of Unit Expense of the defaulting Working Interest
Owner. The Working Interest Owners that pay the share of Unit Expense
of a defaulting Working Interest Owner shall be reimbursed by the Unit
Operator for the amounts so paid,>plus any interest collected thereon,
upon receipt by Unit Operator of any past due amount collected from
the defaulting Working Interest Owner. Any Working Interest Owner so
paying a defaulting Working Interest Owner's share of Unit.Expenses
shall be subrogated to the lien and rights herein granted Unit Operator.

11.7 UNCOMMITTED ROYALTY. Should an owner of a Royalty
Interest in any Tract fail to become a party to the Unit Agreement,
and, as a result thereof, the actual Royalty Interest payments with
respect to such Tract are more or less than the Royalty Interest pay-

ments computed on the basis of the Unitized Substances that are allocated
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to such Tract under the Unit Agreement, the difference shall be borne
by or inure to the benefit of Working Interest Owners, in proportion
to their respective Unit Participations at the time the unitized sub-
stances were produced; however{ the difference to be borne by or inure
to the benefit of Working Intérest Owners shall not exceed an amount
computed on the basis of one-eighth (1/8) of the difference between
the Unitized Substances allocated to the Tract and the Unitized Sub-
stance produced from the Tract. Such adjustments shall be made by
charges and credits to the joint account.

11.8 CARVED~-OUT INTEREST. In the event any Working Interest
Owner'shall, after executing this agreement, create any overriding
royalty, production payment, net profité, or carried interest, or any
other interest out of its Working Interest then subject to this agree-
ment, such carved-out interest shall be subject to the terms and pro-
visions of this agreement, specifically including, but without limitation,
Section 11.5 hereof, entitled "Lien of Unit Operator”. In the event
the Working Interest Owner creating such carved-out interest (a) fails
to pay any costs or expenses chargeable to such Working Interest
Owner under this agreement and the production of Unitized Substance
accruing to the credit of such Working Interest Owner is insufficient
for that purpose, or (b) withdraws from this agreement under the terms
and provisions of Article 17 hereof, the carved-out interest shall be
chargeable with a pro rata portion of all costs and expenses incurred
hereundex, the same as though such carved-out interest were a Working
Interest and Unit Operator shall have the right to enforce against
such carved-out interest the lien and all other‘rights granted in
said Section 11.5 for the purpose of collecting the costs and expenses
chargeable to said carved-out interest.

ARTICLE 12
NON-UNITIZED FORMATIONS

12.1 RIGHT TO OPERATE. Any Working Interest Owner that now
has or hereafter acquires the right to drill for and produce ©0il, gas,
or other minerals, from a formation underlying the unit area other than
the Unitized Formation, shall have the right to do so notwithstanding

this agreement or the Unit Agreement. In exercising the right, however,
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the Working Interest Owner shall exercise reasonable precaution to
prevent unreasonable interference with Unit Operations. No Working
Interest Owner shall produce Unitized Substances through any well
drilled or operated by it. If any Working Interest Owner drills any
well into or through the Unitized Formation, the Unitized Formation
shall be protected in a manner satisfactory to Working Interest Owners
so that the production of Unitized Substances will not be affected
adversely.

ARTICLE 13

TITLES

13.1 WARRANTY AND INDEMNITY. Each Working Interest Owner
represents and warrants that it is the owner of the respective working
interests set forth opposite its name in Exhibit C, and hereby agrees
to indemnify and hold harmless the other Working Interest Owners from
any loss due to failure, in wholeor in part, of its title to any such
interest, except failure of title arising because of Unit Operations;
provided that, such indemnity shall be limited to an amount egqual to
the net value that has been received from the sale or receipt of
Unitized Substances attributed to the interest as to which title failed.
Each failure of title will be deemed to be effective, insofar as this
agreement is concerned, as of the first day of the calendar month in
which such failure is finally determined, and there shall be no
retroactive adjustment of Unit Expense, or retroactive allocation of
Unitized Substances or the proceeds therefrom, as a result of title
failure.

13.2 PFAILURE BECAUSE OF UNIT OPERATIONS. The failure of
title to any Working Interest in any Tract by reason of Unit Operations,
including non-production from such Tract, shall not change the Unit
Participation of the Working Interest Owner whose title failed in
relation to the Unit Participations of the other Working Interest Owners
at the time of title failure.

ARTICLE 14
LIABILITY, CLAIMS, AND SUITS

14.1 INDIVIDUAL LIABILITY. The duties, obligations, and

liabilities éf Working Interest Owners shall be several and not joint

or collective; and nothing herein contained shall ever be construed as

~14-



creating a partnership of any kind, joint venture, association, or trust
among Working Interest Owners.

14.2 SETTLEMENTS. Unit Operator may settle any single
damage claim or suit involving Unit Operations but not involving an
expenditure in excess of Four ‘Thousand Dollars {($4,000.00) provided
that the payment is in complete settlement of such claim or suit.
If the amount required for settlement exceeds the above specified
amount, Working Interest Owners shall assume and take over the further
handling of the claim or suit unless such authority is expressly dele-
gated to Unit Operator. All costs and expense of handling, settling,
or otherwise discharging such claim or suit shall be an item of Unit
Expense. If a claim is made against any Working Interest Owner or
if any Working Interest Owner is sued on account of any matter arising
from Unit Operations and over which such Working Interest Owner
individually has no control because of the rights given Working Interest
Owners and Unit Operator by this agreement and the Unit Agreement, the
Working Interest Owner shall immediately notify the Unit Operator,
and the claim or suit shall be treated as any other claim or suit
involving Unit Operations.

ARTICLE 15
INTERNAL REVENUE PROVISION

15.1 INTERNAL REVENUE PROVISION. Notwithstanding any pro-
visions herein, that the rights and liabilities of the parties hereunder
are several and not joint or collective, or that this agreement and the
operations hereunder shall not constitute a partnership, if for Federal
income tax purposes this agreement and the operations hereunder are
regarded as a partnership, then each of the parties hereto hereby elects
to be excluded from the application of all of the provisions of Sub-
Chapter K, Chapter 1, Subtitle A of the Internal Revenue Code of 1954,
as permitted and authorized by Section 761 of the said Code and the
regulation promulgated thereunder. Operator is hereby authorized and
directed to execute on behalf of each of the parties hereto such evidence
of this election as may be required by the Secretary of the Treasury
of the United States or the Federal Intermnal Revenue Service, including

specifically, but not by way of limitation, all of the returns, state-
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ments and data required by Federal Regulations 1.761.1(a). Should
there by any requirement that each party hereto further evidence this
election each party hereto agrees to execute such documents and furnish
such other evidence as may be required by the Federal Internal Revenue
Service or as may be necessary to evidence this election. Each party
hereto further agrees not to give any notices or take any other action
inconsistent with the election made hereby. If any present oxr future
income tax laws of the state or states in which the property covered
by this agreement is located, or any future income tax law of the United
States, contain, or shall hereafter contain, provisions similar toc those
contained in Sub-Chapter K, Chapter 1, Subtitle A of the Internal
Revenue Code of 1954, under which an election similar to that provided
by Section 761 of said Sub-Chapter K is permitted, each of the parties
hereto hereby makes such election or agrees to make such election as
may be permitted by such laws. In making this election each of the
parties hereto hereby states that the income derived by him fromvthe
operations under this agreement can be adequately determined without
the computation of partnership taxable income.
ARTICLE 16
NOTICES
16.1 NOTICES. All notices required hereunder shall be in
writing and shall be deemed to have been properly served when sent by
mail or telegram to the address of the representative of each Working
Interest Owner as furnished to Unit Operator in accordance with Axrticle 4.
ARTICLE 17
WITHDRAWAL OF WORKING INTEREST OWNER
17.1 WITHDRAWAL. A Working Interest Owner may withdraw
from this agreement by transferring, without warranty of title, either
expressed or implied, to the other Working Interest Owners who do not
desire to withdraw, all its 0il and Gas Rights together with its interest
in all Unit Equipment and in all wells used in Unit Operations. Such
transfer shall not relieve said Working Interest Owner from any obligation
or liability incurred prior to the date of the delivery of the transfer,
which delivery may be made to Unit Operator as Agent for the transferees.
The interest transferred shall be owned by the transferees in proportion

to their respective Unit Participations. The transferees, in proportion
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19.2 TERM. This agreement shall continue in effect so long
as the Unit Agreement remains in effect, and thereafter until (a) all
unit wells have been abandoned and plugged or turned over to Working
Interest Owners in accordance with Article 20, (b) all Unit Equipment
and real property acquired for the joint account have been disposed of
by Unit Operator in accordance with instructions of Working Interest
Owners, and (c) there has been a final accounting.

ARTICLE 20
ABANDONMENT OF OPERATIONS

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

20.1.1 OIL AND GAS RIGHTS. 0il and Gas Rights in and
to each separate Tract shall no longer be affected by this
agreement, and thereafter the parties shall be governed
by the terms and provisions of the leases, contracts, and
other instruments affecting the separate Tracts.

20.1.2 RIGHT TO OPERATE. Working Interest Owners of
any Tract that desire to take over and continue to operate
wells located thereon may do so by paying Unit Operator,
for credit to the joint account, the net salvage. value of
the casing and the equipment in and on the wells taken
over as determined by Working Interest Owners, and by
agreeing to plug properly each well in compliance with
applicable laws and regulations at such time as it is
abandoned.

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

20.1.4 COST OF SALVAGING. Working Interest Owners
shall share the cost of salvaging, liquidation or other

distribution of assets and properties used in Unit Operation in
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proportion to their respective Unit Participations then in
effect in which such salvaging, liquidation or other distri-
bution accurs.
ARTICLE 21
IEXECUTION
21.1 ORIGINAL COUNTERPART, OR OTHER INSTRUMENT. A party
may become a party to this agreement by signing the original of this
instrument, a counterpart thereof, or other instrument agreeing to be
bound by the provisions hereof. The signing of any such instrument
shall have the same effect as if all the parties had signed the same

instrument.
ARTICLE 22
SUCCESSORS AND ASSIGNS

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

IN WITNESS WHEREOF, the parties hereto have executed this

agreement on the dates opposite their respective signatures.

MARALO, INC.

°::" ’/// &EQLLZ;ézziiﬁ / 7
| %/;fiu e MU/ Y UIN_

[Pres:.dex?t, Mary Raiph Low

XRKXKXKXKXXSeéreté§y

November 25, 1977
Date

ERMA LOWE

December 10, 1977
Date
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sTATE OF Texas )

)ss.
COUNTY OF Blanco )
 The foregoing instrument was acknowledged before me this 925th
day of November ;, 1977, by Mary Ralph Lowe ¢ _President
of " MARALO, INC. , a corporation,

on behalf of said corporation..

j’q ]

v N ,]
Q--’Q/{J_/c o (l \“ (:kjlx N i

Notary Public d4n and for 9)
Blanco County, _ Texas.

My Commission Expires:

Qctober 31, 1978

STATE OF Texas )
v ) ss.
COUNTY OF Blanco )

The foregoing ihstrument was acknowledged before me this 10th
day of December , 1977, by ERMA LOWE.

// N

4
i

- \%mntiijL«4lﬁ~\,‘- (T; é_tiwjzm&;k\’/

Notary Public(in and for ()
Blanco County, Texas.

My Commission Expires:

October 31, 1978

—-20-
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EXHIBIT

llc"

ATTACHED TO UNIT OPERATING AGREEMENT

MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

WORKING INTEREST OWNER

MARALO, INC.

Erma Lowe

R. DeChicchis Estate

Cities Service 0il Co.

Fluor 0il and Gas Corporation

Mobil 0il Corporation

Estate of R. §. Brennand, Jr.

TRACT NO.

SUMMARY

B W N = W N U N = Ut Wi b W N

W N

L)

TOTAL

UNIT PARTICIPATION

(PERCENT)
PHASE I PHASE IXI
17.03806 10.96750
5.65152 11.10560
5.73065 5.83290
2.11157 3.95014
5.10355 3.23813
35.63535 35.09427
17.03807 10.96750
5.65151 11.10560
5.73065 5.83290
2.11157 3.95014
5.10355 3.23813
35.63535 35.09427
4.86803 3.13357
1.61472 3.17303
.84600 .86109
.23878 .44669
1.45816 .92518
9.02569 8.53956
2.99570 1.92835
.99367 1.95263
1.12403 1.14409
.40751 .76234
5.52091 5.78741
2.99570 1.92835
.99367 1.95263
1.12403 1.14409
.40751 76234
5.520091 5.78741
2.99570 1.92835
.99367 1.95263
1.12403 1.14409
.40751 .756234
5.52001 5.78741
2.30516 2.34628
.83572 1.556339
3.14088 3.90967

100.00000 100.00000
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EXHIBIT *D ™

Attached to and made a part of Unit OPerating Agreem?_nF
MARALO JALMAT YATES UNIT, Lea County, New Mexico

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.

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

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

“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat-
ing capacity.

“Technical Employees” shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s ernployees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societizs of North America.

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proporiionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in detail.

3. Advances and Payments by Nen-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month's operation. Operator shall adjust each monthly billing
to reflect advances received from the Non-Operators.

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (1295) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in conrection with
the collection of unpaid amounts.

4. Adjustments

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

5. Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section 1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonakle effort to
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audii cost incurred under this paragraph unless agreed
to by the Operator.

6. Approval by Non-Operators

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

tors.
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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

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

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct
of Joint Operations.

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

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
JI. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this See-
tion II

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section IL

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operalor’s actual
cost not to exceed twenty per cent (20%). .

Material

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

Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-
tions: .

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties. .

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other propertics belonging to Operator, unless agreed to by the Parties.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of profebsmnal consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consuliant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In lieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 20¢¢. For automotive equipment, Operator may elect to usc rates
published by the Petroleum Motor Transport Association.

Dumages and Losses to Joint Property

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

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of iudgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator’s legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the
Parties, except as provided in Section I, Paragraph 3.
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All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties. ' '

Taxes

Insurance

Net premiums paid for insurance required t,o' be carried for the Joint Operations for the proteciion of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator’s
cost not to exceed manual rates,

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section II1,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

IIIl. OVERHEAD

Overhead - Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( X ) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
il. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall (¢ ) shall
not { } be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate $_1,000,00
Producing Well Rate $__150.00

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

(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is Iater, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca~
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for tifteen (15) or more consecutive days

{3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days.

(b) Producing Well Rates

[1] An active well either produced or injected into for any portion of the month shall be considered
as a one-well charge for the entire month.

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

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet,

[4] A one-well charge may be made for the month in which plugging and abandonment operations
are completed on any well.

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year |
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc- i
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment.
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B. Overhead - Percentage Basis

(1) Operator shall charge the Joint Account at the following rates:

(a) Development

Percent (%) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.
(b) Operating )
—  _Percent { %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III. de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial oy;era*
tions on any or all wells involving the use of drilling crew and equipment; also, prelirainary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as de:.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction

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

of § 25,000.00

A. ____ 5 g of total costs if such costs are more than $ 25,000. 00, less than $500 ; 000, OO; plus
B. ____ 5 9 of total costs in excess of $500,000.00 pyt less than $1,000,000; plus
C. _3___% of total costs in excess of $1,000,000,

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

Amendment of Rates

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed to by the Parties. The authority of Operator to dispose of idle
lng,ll?cggsgslus material shall be revocable at the will of the Non-Operator.

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

Transfers and Dispositions

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

A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.

{(2) Line Pipe

(a) Movement of less than 30,000 pounds shall be priced at the current new pricé, in effect at date of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-
mally available,

{(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section IV.

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally
available.

B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property
(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV.
(2) Material moved from the Joint Property

(a) At seventy-five percent (759 ) of current new price, as determined by Paragraph 2A of this Section 1V,
if Material was originally charged to the Joint Account as new Material, or
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(b) at sixty-five percent (653%¢) of current new price, as determined by Paragraph 2A of this Section
1V, if Material was originally charged to the Joint Account as good used Material al seventy-five per-
cent (75%) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
{1) Condition C ‘

Material which is not in sound and serviceable condition and not suitable for its original function until

after reconditioning shall be priced at fifty percent (50%) of current new price as determined by Para-

graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D

All other Material, including juuk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on 2 basis comparable with that of itemns normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material

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

E. Pricing Conditions

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loadmg and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material.

Premium Prices

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

Warranty of Material Furnished by Operator

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

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

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

Reconciliation and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

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

Expense of Conducting Periodic Inventories

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

i




EXHIBIT "E"
ATTACHED TO UNIT OPERATING AGREEMENT
MARALO JALMAT YATES OUNIT
LEA COUNTY, NEW MEXICO

INSURANCE PROVISIONS

Unit Operator, during the term of the Unit Operating Agreement, shall

carry insurance for the benefit and at the expense of the parties hereto
as follows:

’,gﬁf// ‘ (1) Employers Liability Insurance with limit of not less
el than $100,000.00 per employee.

(2) Public Liability and Property Damage Insurance with
limits of not less than
$100,000.00 for injuries to or death of one paerson and
$300,000.00 for injuries or deaths in one accident, and
$100,000.00 for property damage in one accident

(3) Automobile Public Liability and Property Damage Insurance
with limits of not less than
$100,000.00 for injuries to or death of one person and
$300,000.00 for injuries or deaths in one accident and
$100,000.00 for property damage in one accident

Except as authorized by Article 9 and by this Exhibit "E", Unit Operator
shall not make any charge to the joint account for insurance premiums.
Losses not covered by Unit Operator's insurance (or by insurance required
by this Unit Operating Agreement to be carried for the benefit and at
the expense of the parties hereto) shall be charged to the joint account.



RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

KMOW ALL MEN BY THESE PRESENTS:

WHEREAS, the undersigned owner (whether one or more) of royalty interests
hercby acknowledge receipt of a true copy of the "Unit Agreement, Maralo
Jalmat Yates Unit Area, Lea County, New Mexico", dated October 17th ,
1977, hereinafter referred to as the Unit Agreement, and the undersigned
owner (whether one or more) of working interests hereby acknowledges
receipt of a true copy of said Unit Agreement and a true copy of the
"Unit Operating Agreement, Maralo Jalmat Yates Unit Area, Lea County,

New Mexico", dated October 17th , 1977, hereinafter referred to

as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and "B", attached to said Unit Agreement, identify
the tracts which may become a part of the Maralo Jalmat Yates Unit

Area as initially constituted, depending upon whether such tracts
qualify for inclusion therein as provided in said agreement; and

WHEREAS, the undersigned represents that it is a Royalty Owner or Working
Interxest Owner, or both, as defined in said Unit Agreement, in one or
more of the Tracts identified by said Exhibits.

NOW, THEREFORE, the undersigned owner of royalty interxests only desires
to and does hereby ratify and confirm said Unit Agreement and the under-
signed owner of working interest only or the owner of both working
interests and royalty interests desires to and does hereby ratify and
confirm said Unit Agreement and said Unit Operating Agreement, with
respect to all of its interest in all of the Tracts 1dent1f1ed by said
Exhibits.

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

DATED: Jawuary 5, 1978

FLUOR OTL, AND GAS CCRP

Lerov Jerap, sXels] Pre51 ent

xmrﬁsm&_,,/@?ju by

By:

Assistant Secretary




(INDIVIDUAL)

STATE OF )
) ss
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of ., 1977, by

Notary Public in and for
County,

My Commission Expires:

(JOINT)
STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of » 1977, by
and , his wife.

Notary Public in and for

County,
My Commission Expires:
(CORPORATE)
STATE OF  TZXAS )
AL R sS.
S, COUNTY oF MIDLAND )
g i ’ﬂfy
A . . The foregoing instrument was acknowledged before me this
o 5th da y of January , 1978, by Leroy Esterak ,
Vice Pr@élden of Fluor 0il and Gas Corporatlon )

a corpcration, on behalf of said corporation.
L RESS TR

7

] “"’
RS

C.L.Ware Notary Public in and for

__ Midland County, Texas
My Commission Expires: 5-31-79
(PARTNERSHIP)
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this

day of , 1977, by ’

partner (s) on behalf of , Partnership.

Nntary Public
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RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

WHERBAS, the undersigned owner (whether one or more) of royalty interests
hereby acknowledge receipt of a true copy of the "Unit Agreement, Maralo
Jalmat Yates Unit Area, Lea County, New Mexico", dated October 17th ,
1977, hercinafter referred to as the Unit Agreement, and the undersigned
owner (whether one or more) of working interests hereby acknowledges
receipt of a true copy of said Unit Agreement and a true copy of the
"Unit Operating Agreement, Maralo Jalmat Yates Unit Area, Lea County,

New Mexico", dated Octobexr 17th r 1977, hereinafter referred to

as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and "B", attached to said Unit Agreement, identify
the tracts which may become a part of the Maralo Jalmat Yates Unit

Arca as initially constituted, depending upon whether such tracts
qualify for inclusion therein as provided in said agreement; and

WHEREAS, the undersigned represents that it is a Royalty Owner or Working
Interest Owner, or both, as defined in said Unit Agreement, in one or
more of the Tracts identified by said Exhibits.

NOW, THEREFORE, the undersigned owner of royalty interests only desires
to and does hereby ratify and confirm said Unit Agreement and the under-
signed owner of working interest only or the owner of both working
interests and royalty interests desires to and does hereby ratify and
confirm said Unit Agreement and said Unit Operating Agreement, with
respect to all of its interest in all of the Tracts identified by said
Exhibits. .

IN WITNESS WHEREOF, each of the undersigned parties has executed this
instrument on the date set forth belo, pposite 1ts signature.

DATED : January 9, 1978

L//) 8/4522;7 Robert Watson

Dawson George.

INDEPENDENT EXECUTORS OF THE ESTATE QF

R. S. BRENNAND, JR., DECEASED




(INDIVIDUAL)

STATE OF TEXAS )
} ss
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before ma this
9th day of January, 1978 ", Xk93%%, by  Robert Watson and Dawson George,
Independent Executors of the Estate of R. S. Brennand, Jr., Deceased.

%ﬁ%@?é@ﬁgofémn4
Notary Public in and for

: Midland County, Texas

My Commission Expires:
ﬁo&pmhpr 30. 1978
(JOINT)
STATE OF )
) ss

COUNTY OF )

The foregoing instrument was acknowledged before me this L
day of . 1977, by
and , his wife.

Notary Public in and for
County,

My Commission Expires:

(CORPORATE)
STATE OF : )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of y 1977, by '
ot r

a corporation, on behalf of said corporation.

Notary Public in and for
County,

My Commission Expires:

(PARTNERSHIP)
STATE OF )
} ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this
______ day of , 1977, by . ,
partner(s) on behalf of _ , partnershiip.




¢

RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT"™ AND "UNIT OPERATING AGREEMENT"
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

WHEREAS, the undersigned owner (whether one or more) of royalty interests
hereby acknowledge receipt of a true copy of the "Unit Agreement, Maralo
Jalmat Yates Unit Area, Lea County, New Mexico", dated October 17th ,
1977, hereinafter referred to as the Unit Agreement, and the undersigned
owner (whether one or more) of working interests hereby acknowledges
recelipt of a true copy of said Unit Agreement and a true copy of the
"Unit Operating Agreement, Maralo Jalmat Yates Unit Area, Lea County,

New Mexico", dated October 17th , 1977, hereinafter referred to

as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and "B", attached to said Unit Agreement, identify
the tracts which may become a part of the Maralo Jalmat Yates Unit

Area as initially constituted, depending upon whether such tracts
qualify for inclusion therein as provided in said agreement; and

WHEREAS, the undersigned represents that it is a Royalty Owner or Working
Interest Owner, or both, as defined in said Unit Agreement, in one or
more of the Tracts identified by said Exhibits.

NOW, THEREFORE, the undersigned owner of royalty interests only desires
to and does hereby ratify and confirm said Unit Agreement and the under-
signed owner of working interest only or the owner of both working
interests and royalty interests desires to and does hereby ratify and
confirm said Unit Agreement and said Unit Operating Agreement, with
respect to all of its intercst in all of the Tracts identified by said
Exhibits. .

IN WITNESS WHERREOF, each of the undersigned parties has executed this
instrument on the date set forth below opposite its signature.

patep: |~ 2 L -1 Y

A S }C}xfz& .

T. J. Brown, Independent Executor,

Estate of R. DeChchhis




(INDIVIDUAL)

STATE OF TEXAS )
SS
county oF ~ MIDLAND )

The foregoing instrument was acknowledged before me this

,y}u/gf day of )xqﬁu voue, 1 1977, by T. J. Brown, Executor
v " p 7 e

I
B w ".":’-. 4 -
oy < :r;),-.?z:;/./- ALl

U Notary PGblit in and for
) . 2l A/ County, ﬁ,laéjﬂ//

i

My Commission - -ExXpires:
v Tra [

v

7o

(JOINT)
STATE OF - )
') ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of . 1977, by '
and ‘ , his wife.

Notary Public in and for
County,

My Commission Expires:

(CORPORATE)
STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of , 1977, by

of ,
a corporation, on behalf of said corporation.

Notary Public in and for
County,

My Commission Expires:

(PARTNERSHIP)
STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of , 1977, by~

I, 14
partner(s) on behalf of , partnership.

AT n L v ‘P.7h1 3~



RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

KHOW ALL MEN BY THESE PRESENTS:

WHEREBAS, the undersigned owner (whether one or more) of royalty interests
hereby acknowledge receipt of a true copy of the "Unit Agreement, Maralo
Jalmat Yates Unit Area, Lea County, New Mexico", dated October 17th .,
1977, hereinafter referred to as the Unit Agreement, and the undersigned
owner {whether one or more) of working interests hereby acknowledges
receipt of a true copy of said Unit Agreement and a true copy of the
"Unit Operating Agreement, Maralo Jalmat Yates Unit Area, Lea County,

New Mexico", dated October 17th , 1877, hereinafter referred to

as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and "B", attached to said Unit Agreement, identify
the tracts which may become a part of the Maralo Jalmat Yates Unit

Area as initially constituted, depending upon whether such tracts
qualify for inclusion therein as provided in said agreement; and

WHEREAS, the undersigned represents that it is a Royalty Owner or Working
Interest Owner, or both, as defined in said Unit Agreement, in one or
more of the Tracts identified by said Exhibits.

NOW, THEREFORE, the undersigned owner of royalty interests only desires
to and does hereby ratify and confirm said Unit Agreement and the under-
signed owner of working interest only or the owner of both working
interests and royalty interests desires to and does hereby ratify and
confirm said Unit Agreement and said Unit Operating Agreement, with
respect to all of its interest in all of the Tracts identified by said
Exhibits. -

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

DATED : January 26, 1978 Mobil Qil Corporation

/ZM

ATTORNEY - IN-FACT




(INDIVIDUAL)

STATE OF )
) ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of .r 1977, by

Notary Public in and for
County,

My Commission Expires:

(JOINT)
STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of s 1977, by '
and , his wife.

Notary Public in and for
County,

My Commission Expires:

(CORPORATE)
STATE OF TEXAS )
) ss.
COUNTY OF HARRIS )
The foregoing instrument was acknowledged before me this
26th day of January , 1978, by P. E. Harrison ,
Attorney—-in-Fact of MOBIL OIL CORPORATION '

a corporation, on behalf of said corxporation.

RTI

R

K e s/ ()
! M 2 — 7P

Notary Public in &nd for

__Harris County, Texas
s o . DOTTI H. JONES
My Commicssicon Expires: Notary Public in and for Harris County, Texas
o My COMMISSION EXDIFES oo uevuecmrmssmsnsnesnsss®
Tune 7, 1979
(PARTNERSHIP)
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of ;, 1977, by ,
partner (s) on behalf of , partnership.

AT s Tyl S



. , RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
MARALO JALMAT YATES UNIT
LEA COUNTY, NEW MEXICO

KMOW ALL MEN BY THESE PRESENTS:

WHEREAS, the undersigned owner (whether one or more) of royalty interests
hereby acknowledge receipt of a true copy of the "Unit Agreement, Maralo
Jalmat Yates Unit Area, Lea County, New Mexico", dated October 17th ,
1977, hereinafter referred to as the Unit Agreement, and the undersigned
owner (whether one or more) of working interests hereby acknowledges
receipt of a true copy of said Unit Agreement and a true copy of the
"Unit Operating Agreement, Maralo Jalmat Yates Unit Area, Lea County,

New Mexico", dated October 17th , 1977, hereinafter referrec to

as the Unit Operating Agreement; and S

WHEREAS, Exhibits "A" and "B", attached to said Unit Agreement, identify
the tracts which may become a part of the Maralo Jalmat Yates Unit

Area as initially constituted, depending upon whether such tracts
qualify for inclusion therein as provided in said agreement; and

WHEREAS, th< undersigned represents that it is a Royalty Owner or Working
Interest Owner, or both, as defined in said Unit Agreement, in one or
more of the Tracts identified by said Exhibits.

NOW, THEREFORE, the undersigned owner of royalty interests only desires

to and does hereby ratify and confirm said Unit Agreement and the under-—

signed ownex of working interest only or the owner of both working

interests and royalty interests desires to and does hereby ratify and

- confirm said Unit Agreement and said Unit Operating Agreement, with
respect to all of its interest in all of the Tracts identified by said

Exhibits. .

IN WITNESS WHEREQOF, each of-the undersigned parties has executed this
instrument on the date set forth below opposite its signature.

Citieg Service Company :
DATED: February 6, 1978 M«é‘fw

Vice-President, Energy Resources Group

prs—




(INDIVIDUAL)

STATE OF )
) ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of .y 1977, by

Notary Public in and for
County,

My Commission Expires:

(JOINT)
STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of r 1877, by
and -, his wife.

Notary Public in and for
County,

My Commission Expires:

(CORPORATE)

STATE OF OKLAHOMA )
' . SS.
COUNTY OF TULSA )

The foregoing instrument was acknowledged before me this
6th day of February , 1978, by David A. Hentschel '

Vice President, Energy Resources Group of Cities Service Company _:
a corporation, on behalf of said corporation.

QU g:;i;Zéﬁt/ijigZ&bﬁﬁ%CDL»"

. ai{f Notary Public in and for

: _Tulsa County, _QOklahoma
My Cbmﬁiééion Expires:
March 8, 1978
(PARTNERSHIP)
STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this
_day of , 1977, by ,
partner (s) on behalf of , partnership.




