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LUNIT AGREEMENT
FOR THE DEVELOFPMENT AND OFERATION OF THE
SOUTH LUCKY LAKE GUEEN UNIT
CHAVES COUNTY, NEW MEXICO

THIZ AGREEMENT. entered into as of the 1lst dav of Naoav.s

19383, bv and between the parties subscribins. ratifving or
COnsern tlnq hereto, and herein referred to as "Farties
hereto

WITNESZSETH:

WHEREAS, the parties hereto are the owners of woarking,
rovalty or other o0il or @as interests in the unit area
subject to this asreements and

WHEREAS, the Mineral Leasing Act of February 25, 1920,
{41 Stat. 437, as Amended 20 LI, 0 Sections 181 et se9.)
authoarizes federal lessees and their representatives to unite
with each other, or Jointly or seraratelyw with athers in
collectively adortineg and orerating a unit plan of develapment
aor- oreration of any oil or g@as poal. Field, ar like area. or
anv part thereof for the purrocse of more prorFrerly Cconservins
the natural resaur:e: thereot whenever determined and
certified by the Secretary OFf The Interior to be necessary
or advisable in the rpublic interests and

WHEREAS, the Commissioner of Fublic Lands of the State
of New Mexico is authorized by an Act of the Lesislature
{Sec. T, Char. 38, Laws 17432 as amended bv Zection 1 of Chae.
142, Laws of 1951, Charp. 7. Art 11, Sec. 3%, N.M.Z. 19253
Armn.? to consent ta or arprove this Aareement on behalf of
the State of New Mexica, insofar as 1t covers and includes
lands and mineral interests of the State of New Mexicod and

WHEREAZ, the Commissioner of Fublic Lands of the State
of New Mexico is authorized bv an Act of the Lemislature
(Sec. 2, Char. 28, Laws of 1943, as amended by Sec. 1. Chae.
142, Laws of 1991, Char. 7. Art. 11: Sec. 41, N.M.Z. and
1992 Ann.) tao amend with the arproval of the lessee, anvy
ail and mas lease embracing State lands so that the lensth of
the term of said lease mav coincide with the term of such
unitized development and oreration of State landss: and

WHEREAS, the 011 Canservation Commission of the State
of New Mewxico is authorized bv law (Char., 72, Laws of 1925,
as amended by Char. 193, Laws of 1937, Char. 1464, Laws of
1741, and Char. 1468, Laws of 174%) to approve this asreement,
and the conservation provisions hereof’d and



WHEREAS: the parties hereto hold sufficient interests
in the South Lucky Lake Bueen Unit covering the land
hereinafter described to sive reasonably effective contral
of creration thereins and

WHEREAZ, it is the rpurrose of the parties to conserve
matural resources, to prevent waste and secure the other
henefits obtainable throush development and oreration of
the area sublject to this Asreement under the terms. con—
ditions and VTimitaticons herein set forth.

NOW., THEREFORE, in consideration of the premises
herein contained. the rarties hereto commit to this Asree—
ment their respective interests in the unitized formation
af the below defined Unit Area. and asree severally amons
themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONI., The Mineral
l.easing Act of February 25, 1920, as amended. surra. and
all valid pertinent resulations, includineg crerating and
unit rlan resulations. heretofore issued thereunder and
valid, rpertinent and reasaonable regulaticons hereatter
issued thereunder are accerted and made a part of this
Aareement as to Federal lands. provided such resulations
are not inconsistent with the terms of this asreements and
as to non-Federal lands. the oil and sas operating resula-
tions in effect as of the effective date hereof soverning
driltline and producing orerations: not inconsistent with
the terms hereof or the laws of the State in which the
non—-Federal land is located, are hereby accepted and made
a rFart of this Agreement.

SECTION 2. UNIT AREA AND LDEFINITIONZ. Faor the pur-—

rose of this Aareement: the +ollowing terms and exPressions
as used herein shall mean:

(a) "Unit Area" is defined as thoase lands described
in Exhibit "B" and derpicted on Exhibit "A" hereaf, and such
tand is herebyv desiesnated and recosnized as constitutins
the Umit Area,. containine 820 acres, mare or less, in
Chaves Countvs, New Mexico.

(b "land Commissioner" is defined asg the Commissioner
of Fublic Lands of the State of New Mexico.

(c) "Commission" is defined as the 011 Canservation
Commission of the State of New Mewica.

(d? "Director" is defined as the bureau of Land
Marnasement.



{e) "Secretary" is defined as the Secretary of the
Interior of the WUnited States of America. or his dulwy
authorized deligsate.

(+) "Derartment" is defined as the Derartment of the
Interior of the United State of America.

(=) "Authorized OFfFficer"” is defined as District Manasgser
of the Bureau of Land Manasement for the area in which the
Uit Area is situated.

(h) "Upitized Formation" shall mean that subsurface
por-tion of the Unit Area commonly known as the "Gueen
Formation. and which is the same formation that was en-
countered between the logsed derpths of 17207 (subsea
glevation of +210%7) and 128007 (subsea e¢levation of +20557)
in Daleport Qi1 Corporation”s Jones Federal #2 as shown aon
the Western Comepany Gamma Neutron log of said well dated
Arril 12, 1274, which well iz Tocated 2707 FEL and 33207
FRL of Section 22, T-15-3%, R-29-E, Chaves County. New
Mexico.

(i) "Unitized Substances” are all oil,. @as,
substances, sulrhur contained in 2as, condensate.
tiltlate and all assaciated and constituent lisuid
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liguefiable hvdrocarbons within and produced from the
initized Formation, of the Unitized Land.
(J) "Tract" is wach rarcel of land described as

such and given a Tract number in E=xzhibit "RB".

(k) "Tract Farticiration” is defined as the rer-
centagse of earticiration shown on Exhibit "C" for
allocating Unitized Substances to a Tract under this
Aareement.

(1) "Unit Particiration” is the sum of the rercentages
abtained bvw multieplving the Working Interest Cwner in each
Tract by the Tract Farticieation of such Tract.

{m) "Warkine Interest" iz the riaht to search for: ero-
duce and acauire Unitized Substances whether held as an inci-
dent of ocwnershir of mineral fee simrle title., under an oil
and sas leases, or otherwise held: which interest is charge—~
able with and oblisated tao pPav or begar. gither in cash or out
af production, or otherwise. all or a portion of the cost aof
drilling, develorins and eroducing the Unitized Substances
trom the Unitized Formation and orerations thereof hereunder.
Frovided that anv rovalty interest created out of a working
interest subsemuent to the execution of this Asreement by the
cwner of the working interest shall continue to bhe subldect
to such working interest burdens and oblisations.



{n) "Working Interest Owner”" is any rarty hereto ocwnineg
a Workine Interest, includineg a carried working interest
cwners holdins an interest in Unitized Zubstances by virtue
of a lease., operating agreement. fee title or otherwise.
The owner of 0i1 and Gas Rishts that are free of lease or
cther instrument creatineg a Working Interest in another shall
r¢ resarded as a Working Interest Cwner to the extent of
seven—egiahths (7/82) of his interest in Unitized Substances.
and as a Rovalty Qwrner with resrect to his remaining cne—
eiahth (1/72) interest therein.

() "Rovalty Interest” or "Rovalty" is an interest re-
served to the original lessor or other party in or risht to
receive a8 portion of the Unitized Substances or the proceeds
thereof. but does not include any overriding rovalty interes
il Pavment interest. net Frofit contracts. or any other
Fravments or burdens which does not carry with it the risht to
search for and produce Unitized Substances.

t.
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(P} "Rovalty Dwner" is the ocwner of a Rovalty Interest.

(=) Uit Operating Asreement” is the asmreement entered
into by and between the WUnit Orerator and the Working In—
terest owners as provided in section ¥, infra. and shall be
strvled "Unit Operating Asreement, South Lucky Lake Bueen
lnit. Chaves Countvy. New Mexica.

{r) "Oil and Gas Rights" iz the right to e=plore. dev—
¢lap and orperate lands within the Unit Area for the produc-
tion of Unitized Substances. or to share in the production so
abtained or the rroceeds thereof.

{(s) "Mutside Substances" is any substance obtained Ffrom
any saurce other than the Unitized Formation and indected
into the Unitized Formation.

(t) "Init Managser" is any rerson or coreraration ap-—
pointed by Working Interest Quwners to perform the duties of
Uriit Operator until the selection and swualification of a

suyccessar Unit Operator as provided for in Section 7 hereaf.

T

{ul it Operatar” is the rarty desisnated by Workine
Interest Owners under the Unit Operating Agsreement to conduct
nit Orerations.

(v "Unit Orperations” is any operation conducted rur—
suant to this Asreement and the Unit Orerating Asreement.

(w) Unit Eaquirment" is all rersocnal prorerty. lease
and well equirment. plants. and other facilities and eguir-
ment taken over or otherwise acauired for the doint account
fFor use in Unit Operations.



(=) "Lnit Exrense” is all cost, exPense. ar indebted—
ness incurred pursuant to this Agreement and the Unit Orerat-—
ing Aareement for or on account of Unit Ceerations.

() "Overridineg Ravalty Interest" is an interest in or
riaht tao receive a portion of the Unitized Substances or the
Proceeds therefrom as an overriding rovalty imterest, ail
Ppavment interests net profits contracts. or any other pavment
or burden, exclusive of a Rovalty Interest, which does nat
carry with it the risht to search for or Praoduce Unitized
Substances.

SECTION 2. EXHIRBITE. E«<hibit "A" attached hereto is
a map showing the Unit Area and the boundaries and identity
of tracts and leases in said Unit Area to the extent known ta
the Unit Operator. Exhibit "B" attached hereto is a schedule
showing, to the extent known to the Unit Oeerator, the
acrease comPrising each Tract, percentases and kind of cwner—
shirp of oil and sas interests in all lamd in the Linit Area.
Exhibit "C" attached hereto shows the Tract Particieration
of each Tract in the WUnit Area. However, nothing herein ar
in said schedule or marp shall be construed as a representa—
tion b anv Party hereto ag to the ownershire of any interest
ather than such interest or interests as are shown in said
mar ar schedule as owned by such Party. Exhibit "D" attached
hereto is the erovisions of rarasrarhs 1 throush 7 of Section
202 of Executive Order 11244 as amended. Exhibkits. "A", "R",
and "C" shall be revised by the Unit Operator whenever
changes in the WUnit Area render such revision necessary or
when requested by the Authorized OfFicer: and cories of such
revision shall be filed with the Land Commissioner. and not

less than five cories shall be filed with the Authorized QfFficer.

The shares and descriptions of the respective Tracts have been
e¢stablished bv using the best information available. Each
Workineg Interest QOwner is resronsible for supelving Unit
Operator with accurate inftformation relating to each Workine
Interest Dwner”s Interest. I¥ it subseauently arpears that
anv Tract,. because of diverse rovalty or woarkins interest
ownership on the Effective Date hereof,. should be divided
inta mare than one Tract. or when any revigion is requested
by the Authorized OFfFicer, or any correction of any erroar
ather than mechanical miscalculations or clerical is needed:
thern the Unit Operators with the arproval of the Warkine
Interest owners,. mavy correct the mistake bv revisins

the exhibits to conform to the facts. The revisiaon shall
ot dnclude anv reevaluation of ensineering or seolosical
interpretations used in determining Tract Particieation.
Each such revision of an exhibit made pricr to thirty (30)

davs after the Effective [Date shall be effective as of
the Effective [ate. Each «ther such revision of an exhibit
shall be effective at 7:00 a.m. on the Ffirst dayv of the



calandar month next followineg the filing fFor record of

the revised exhibit or on such other date as mavy be
determined by Working Interest Dwners and set forth in the
revised exhibit. Corpies of such revision shall be filed
with the Land Commissioner. and not lesz than four coples
shall be filed with the Authorized Officer. In any such
revision, there shall be no retroactive altlocation or
adivstment of Unit Exrense or of interests in the Unitized
Substances Produced. or pProceeds thereof.

SECTION 4. EXFANSION. The above described Unit Area
mavw when practicable be exranded to include therein any add-
itiarnal Tract or Tracts resarded as reasconably necessary
or advisable for the purposes of this Agreement. Sueoh
egxpansion shall be effected in the followine manner:

ta) The Workine Interest Cwner or Ouwners of a Tract or
Tracts desirine to bring such Tract or Tracts into this unit.
shall file an arplication therefor with Unit Orerator resuest-
ing such admission.

(b)Y Umit Oeerator shall circulate a notice of the pra-—-
paosed expansion to each Working Interest Dwner in the Unit
Area and in the Tract prorosed to be included in the nit,
setting out the basis for admission, the Tract FParticieation
ta be assigned toa each Tract in the enlarged Unit Area and
other pertinent data. After negotiation (at Workina Interest
Dwner s meeting ar otherwise) i+ at least three Workins In-
terest Qwners having in the assregate seventyv—five percent
(75%) Unit Farticiration then in effect have asreed to in-
clusion af such Tract or Tracts in the Unit Area. the Wnit
Orerator shall:

(1> After obtainine preliminary cancurrence bv the
Oirector,. or his authaorized officer and the Land Commissioner

prerare a notice of proposed exransion describineg the canteme—
lated changses in the boundaries of the Unit Area. the reason
therefor, the basis for admission of the additional Tract or
Tractss the Tract Particiration to be assisned thereto and

the proroased effective date thereot: and

(2) Deliver cories of said notice ta the Land Commis-—
sioner. the Authorized officer, wach Workins Interest Owner and tao
the Jessee and lessor whose interests are affected. advisine
such rarties that thirty (20) davys will be allowed for
submission to the Unit Operator of any aobidection to such
prorosed exPansions and

(2) File, wupon the expiration of said thirty (30) davw
er-iocd as set out inm (2) immediatelw above with the Land
commissioner and Authorized Officer the followinss (a) Evidence
of mailing or delivering cories of zaid motice of exrPransions

e



(k) An application for arproval of such expansions () An
instrument containins the arprorriate Joinders in comrliance
with the particiration reguirements of Section 14, and Sec—
tion 32, infraj and (d) A copvy of all obiections received
along with the arerators resronse thereto.

The exransion shall, after due consideration of all
pertinent informatiaon and aprroval by the Land Commissioner

and the Authorized Cfficer, become effective as of the date pre-—

scribed in the notice thereof, preferablw the first dav of a
month subseauent to the date of notice. The revised Tract
Farticiration of the respective Tracts included within the
Unit Area prior to such enlarsement shall remain the same
ratis one to anaother.

SECTION S.  UNITIZED LAND. A1l tand committed to this
Amreement as to the Unitized Foarmation shall constitute land
referred to herein as "Unitized Land" or "Land subdect to
this Agreement”". Nothing herein shall be construed to
unitize, Poal, or in any wavy affect the o0il. gas and other
minerals contained in ar that mav be produced from any for-—
mation aother than the Unitized Formation as defined in
Section 2 (h) of this Asreement. ‘

W

SECTION &, LUNIT OFPERATOR. Burk Rovalty o, is herebyy
desisnated the Unit Operator. and by signing this instrument
as Lnit Operatar asrees and consents to accert the duties
and obligsations of Unit Operator for the oreration,. develop—
ment and production of Unitized Substances as herein provided.
Whenever reference is made herein to the Unit Oregrator. such
reterence means the Upit Operator actins in that caracity and
ot as an owner of interests in Unitized Substances, when
such interests are owned by it and the term "Workine Interest
Owner" when used herein shall include or refer to the WUnit
{iperator as the owner of a Working Interest when such an in—
terest is owned bv it.

The interest of Workine Interest Qwrners and the Unit
Orerator in the Unit Area shall be subldect to a recieprocal
lien and security interest to the extent rrovided in the WUnit
leperating Asremeent.

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OFERATOR.

Unit Orperator shall have the right to resisn at arny time. but
sych resianation shall not become effective so0 as to release
nit Operator from the duties and obligations of Unit Orera-—
tor and terminate Unit Orerator s rishts as such for a period
af six (&) months after written notice of intention to resisn
has been aiven by Unit Operator to all Working Interest Cuwners.

T -



the Land Commissioner and the Authorized Officer unless a new
Uit Orerator shall have taken over and assumed the duties

and ablisations of Unit Operator prior te the expiration of
said Pericd,. The resisnation or remaoval of Unit Orerataor
shall not release Unit Operator from any liability for anw
default by it hereunder occurring prior to the effective date
af itz resignation or removal.,

The Unit Crerator shall be subdect to removal by Workins
Interest Dwners having in the asgaregaate seventy percent (70%)
o more WUnit Farticiration then in effect e=xclusive of the
Workina Interest Owner who is the Unit Oreratar. Such re—
moval shall be effective upon notice thereaf to the Land
Commissioner and the SurPervisor,

In all such instances of effective resisnpatian or re—
moval, until a successor to Unit Orerator is selected and ap-—-
proved as hereinafter provided: the Working Interest Qwners
shall be Jointly responsible for the rerformance of the
duties of the Unit Operator and shall, noet later than thirty
{(20) davs before such resignation or removal becomes effec—
tive, arpoint a Unit Manaser to rerresent them in any action
to be taken hereunder.

The resisnation or removal of Unit Orerator under this
Azsreement shall not teminate its right. title ar interest as
the ocwner of a Working Interest or aother interest in Wnitized
substances: but uron the resisnation or removal of it
Drerator becoming effectives such Unit Orerator shall deliver
Fossession of all wells, equiement., books and records, mat-—
e¢rials, arpurtenances and anvy other assets used in connection
with the Unit Operations and ocwned by the Working Interest
Cwrers to the new dulvy sualified successor Unit Orerator
aor to the Unit Manager 1if no such new Unit OrFerator is
elected, to be used far the rurpose of conductins Unit
Orerations hereunder. Nothins herein shall be construed as
avtharizing the removal of anyv material. esuirment or ap-—
Furtenances needed for the preservation of any wells,

Nothing herein contained shall be construed to relieve or
discharee any Unit Orerator or nit Manaser who resisns or
is removed hereunder from any liabiltiv or duties accruins
or performable by it Prior to the effective date of such
resisnation or removal.

SECTION =, SUCCESSOR UNIT OFPERATOR. Whenever the tnit
Orerator shall tender its resignation as Unit Orerator or
shall be removed as hereinabove rProvided,. the Working Inter—
gst Cwners shall select a successor Unit Operator as herein
provided. Such selection shall not become effective until
{a) a MUnit Orerator sa selected shall accert in writing
the duties and responsibilities of Unit Crerator. and (b))



the selection shall have been arproved bv the Land Commis—

sianer and the Authorized Officer. If no successar Unit Operator

ar Unit Managser is selected and aualified as herein pravided,
the Land Commissioner and/or the Director. at their election,
mayv declare this Agreement terminated.

In selecting a successar Unit Orerator the affirmative
vate af three ar more Working Interest Quwners having a total
af sixtv—Ffive percent (&5%4) or more of the total LUnit Farti-
cirpation shall prevails provided that if any one Workins
Interest Dwner has a Unit Particiration of more than thirtv—
five percent (35%), its nesative vaote aor failure to vote
ahall not be regarded ag sufficient unless surrorted bv the
vote of one ar mare ather Working Interest Cuwners having a
tatal Unit Farticiration of at least five rFrercent (5%,

If the WUnit Orerator whoe is removed votes only to sucoceed
itself or fails to vote, the successor Unit Orerator mavy

be selected bv the affirmative vote of the owners of at
seventy—-Ffive percent (73%) of the Unit Farticiration remain-
ina after excluding the Unit Farticiration of Unit Oeesrator
s removed.

SECTION . ACCOUNTING PROVISIONS AND LUNIT OPERATING

AGREEMENT. Cost and exrenses incurred bv Lnit Orera-
tions hereunder shall be raid. arportioned amons and boarne by
the Working Interest Dwners in accordance with the Upnit Orer-—
ating Aareement. Such Unit Orerating Asreement shall alsao
provide the manner in which the Woerking Interest Owners shall
be entitled to receive their resrective prorortionate and
allocated share of the benefits acoruing hereto in conformity
with their underlving oreratinzg asreements. leases or other
contracts and such other rishts and oblisations as between
Unit Orerator and the Working Interest Cweners as may be
asreed upon by the Unit Orperator and the Waorking Interest
Twrnerss; however, no such Unit Operating Asreement shall hbe
deemed either to modify any of the terms and conditions of
this Asreement or to relieve the Unit Orerator of any rieht
ar- obligation established under this Asreement,. and in case
of any inconsistency of confltict between this Asreement and
the Unit Operatins Agareement. this Asreement shall eprevail.
Caries of anyv Unit Operating Asreement executed pursuant to
this Section shall be filed with the Land Commissioner and
with the Authorized OFicer as reqauired rrior to arproval of
this Asreement.

SECTION 10, RIGHTS AND OBLIGATIONMZ OF UNIT OFERATOR.

Excert as otherwise speciftically provided herein the exclu-
sive right, privilese and duty of exerciszing anv and all
rights of the parties hereto which are necessary or Ccoanven—

2



ient for prospecting for, producing,. storing, allocating and
distributing the Unitized Substances are herebyv delesated to
and shall be egmercised byv the Unit Orperator as herein pro-
vided., Lron request,. acceptable evidence of title to said
rights shall be derasited with =said Unit Orerator. and to-
aether with the Agreements shall constitute and define the
riahts, pPrivileses and abligations of Unit Orerator. Nothing
herein,. howevers shall be constrused to transfer title to

any land or to any lease or oreratins asreement. it being un-—
derstoosd that under this Aereement the Unit Operator, in its
caracity as Unit Operator,. shall gxercise the rishts of
possessian and use vested in the parties hereto only for

the pureroases herein specified.

SECTION 11. FLAN OF OFERATIONS. It is recognized and
asreed bv the parties hereto that all of the land subldect
to this Asreement 1s reasonably proved to be productive
aof Unitized Substances and that the obiect and pPurpose of
this Agreement is ta formulate and to pPut intae effect an
imrroved recovery pProdect in order to effect additionzl
recavery of Unitized Substances. prevent waste and conserve
natural rescurces. The rparties hereto asree that the Unit
Operator mav, subldect to the conszent and arrroval of a Flan
of Operation by the Working Interest Owners. the Authorized
dfficer the Land Commissioner amd the Commission,. indect into
the Unitized Formation. throush any well or wells completed
therein. brine, water, air, mas, o0il: liquetied pPetroleum
sases and anv ane or maoare other substances aor combination of
substances whether produced from the Unitized Land or not. and
that the ltocation of inrFrut wells and the rates of indection
therein shall be governed by standards of good geclogic and
petroleum ensineering pratices and congservation methods,
Suhdect to like arproval the Flan of Oeeration may be revised
as canditions may warrant.

The initial Flan of Oreration shall be filed with the
Buthorized OfFfFicer, the Land Commissioner and the Commissiaon
cancurently with the Filing of this Aareement for fFinal ap—

Fraval., Zaid initial Flan of Oeeration and all revisions thereaf
shall be as complete and adesuate as the Authorized fficer. the

Land Commissioner and the Commission may determineg to be
necessary for timelw coreration consistent herswith. Lrarn
aprraval of this Aereement and the initial slan by the
Authorized Officer and Commissioner, said plan. and all sub-
suauently arproved plans shall constitute the oreratineg obliga-
tions of the Unit OrFerator under this Asreement for the
period specified therein. Thereatter. from tims to time
bhefare the expiration of any existinsg rlan. the Unit
Operator shall submit for like arrroval a plan for an ad-
ditionl srecified period of oreration. After such aPera-
tions are commenced: reasonable dilisence shall be exercised

_..1{-').....



bv the WUnit Operator in comPlvins with the obklisations of
the arproved Flan of Oreration.

Notwithstanding anvthing to the contrary herein contain-—
ed should the Unit Operator fail to commence oreration of an
improved recaovery pProadJect incorrporatine the indection of
water within one (1) vear atter the effective date of this

Aareement. or any extension thereof arpraved bv the Buthorized

Officer and the Land Commissioner - this Asreement shall
terminate auvtomatically as of the date of default.

SECTION 12. LSE OF SURFACE AND USE OF WATER. The
parties have to the extent of their rishts and interests,
hereby sranted to Unit Opetator the rigsht to wuse as much of
the surface of the Unitized Land as may reasonably be nec—
essary for Unit Operationss: provided that nothine herein
shall be construed as leasing or atherwise conveving to the
the Unit Orerator a site for water. gas indection or other
plants or camp site.

Uit Operatar shall have free use of water or brine
ar boath from the Unitized Land ¥for Wnit OFerations. g=cert
water from anv well,. lake, pond or irrigation ditch of a
Surface Owners unless approval for such use is sranted
bev the Surface Cwner.

Upit Oreratar shall epay the Owner for damases to
arowing crops, timber. fencess impravements and structures
an the Unitized Land that result from Uit Orerations.

SECTION 132, TRACT FPARTICIPATION., Tract Particiration
was determined by the following formulatl

172 A/JR + 172 C/0 + 1732 E/F

A = Acre-Feet of originally productive oil reservolr
fram each Tract.

B = Acre-Feet of originally productive ail reservair
from Unit Area.

o= Cumulative oil production from each tract throush
the month of Jupe. 1932,

= Cumulative oil eproduction fram unit thro the month

of Jdune 1932,

E = FPresent il eproduction from each tract for the +irst
six months of 1932,
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F = Present oil eproduction from unit for lst six months
af 1982,

SECTION 14, TRACT:S QUALIFIED FOR PARTICIFATION. On and
after the Effective Date herect the Tracts within the Unit
Area which shall be entitled to particirpation in the eproduc—
tion of Unitized Substances shall be those Tracts more
rparticularly described in Exhikit "B" that corner or have
a common boundary (Tracts serarated only by a rublic hishway
or a raitlroead risht of wawvw shall be considered to have a com—
mon boundary)s, and that otherwise aualify azs followss

{a) Each Tract as to which Warking Interest Duwners
awnin® ane hundred rpercent (100%)Y of the Waorkine Interest
have become parties to this Aszsresment and as to which Rovalty
Cwners owning seventy—+ive rercent (75%) or more of the
Rovaltv Interest have become rparties to this agarcement.

{b) Each Tract as to which Workine Interest Cuners
owning one hundred percent (100%W) of the Workina Interest
have become Parties to this Asreement. and as to which
Rovalty Ouwners owning less than seventv—five percent (75%)
of the Rovalty Interest have become parties to this Asree—
ments, and as to which (1) Working Interest Qwners, includins

the Workine Interest COwner who aorerates the Tract, owning a
tatal of seventv—five percent (75%4) or more or the Woarkins
Interest in such Tract that is committed to this asrecement

have Joined in a reguest for the inclusion aof such tract in
the Unit Area. and as to which (2) Working Interest Duwners
having seventv—+five rercent (75%) or more of the combined
Unit Particirpation in all Tracts that meet the reauirements
aof Section 14 (&) above have voted in favor of the inclusiaon
of such tract. {Z) As to leases issued bv the United
Ztates of America the doinder to this Asreement by the
lessee of record shall suprlant Joinder of the Rovalty
Interest.

{c) Each Tract as to which Working Interest Owners own-
ing less than one hundred percent (100%4)Y of the Waorking In—
terest have become rarties to this Asreement. resardless of
the rercentase of Rovalty Interest therein that is committed
heretos and as to which (1) Woarking Interest CQuwners. includ-
ing the Working Interest Quner who orerates the Tract. oswnina
a total of seventvy—five percent (759%) or more of the Workine
Interest in such Tract that is committed to this Agareement
have Joined in a request for inclusion of such Tract in the
it Area, and have executed and delivered. or oblisated
themselves to execute and deliver:. an indemnity asreement
indemnifving and agsreeing to hold harmless the other Workina
Interest Cwners in the Unit Area. their successors and as-—
signs, asainst all claims and demands that mavw be made by



the owners of Working Interest in such Tract who are not
parties to this Asreement. and which arise aut of the in-
clusion of the Tract in the Unit Areas and as to which

(2 Warkine Interest Quners having seventv—five rercent

{75%) or maore of the Unit Particieation in al1 Tracts that
meet the requirements of Section 14 (a) and 14 (k) have voted
in favor of the inclusion of such tract amd to accert the
indemnity azsreement. eon the inclusion of such a Tract in
the Unit Area. the Tract Farticieations which would have been
attributed tao the non—subscribing owners of Working Interest
in such Tract. had thev become rarties to this Agreement

and the Unit Operating Asreement. shall be attributed to the
Working Interest Dwners in such Tract whoe have become rparties
to such asreements. and Joined in the indemnity agrgement, in
profportion to their respective Workine Interssts in the
tract.

If an the Effective Date of this Asreement there is arny
Tract or Tracts which have not been effectively committed to
or made subdect to this Asreement by aualifving as above Proa—
vided: then such Tract or Tracts shall not be entitled to
rarticierate hereunder., Unit Urerator shall, when submittins
this Aareaement for final arpraoval by the Land Commissioner
and the Authorized OFfficers file therewith & schedule of those
tracts which have been committed and made subldect to this Agsreement
and are entitled to rFparticirate in Unitized Substances. Said
schedule shall set forth apposite each such committed Tract
the lease number or assisnment number. the ocwner of record of
the lease, and the rpercentagse earticiration of such Tract
which shall be computed according to the rarticiration for-
mula set out in Section 13 (Tract FParticiration) above.
This schedule of rarticiration shall be revised Exhibit
and uepon arproval thereof by the Land Commisisoner and the
AButhorized DfFFicer shall became a rart of this Asreement and
ahall sovern the allocation of production of Unitized Substances
until a new schedule is approved by the Land Commissioner
and Authorized OffFicer.

SECTION 15.  ALLOCATION OF UNITIZED SUBRSTAMCESZ.  A11
Unitized Substances produced and saved (less. save and exceprt
arny Part of such Unitized Substances used in conformity with
sood aperating practices on unitized land for drilling. orer-—
atina, came and other production or development Purrocses and
for indection or umnavoidable lossz in accordance with a Flan
af Operation approved by the Surervisar) zhall be arpointed
amons and allocated to the sualified Tracts in accordance
with the respective Tract Farticierations effective hereunder
durina the respective rpericds such Unitized Substances were
produced, as set Forth in the schedule of rarticiepation in
Fubhibit "C".  The amount of Unitized Substances so allocated
ta each Tract. and only that amount: (regardless of whether



it be more or less tham the amount of the actual production
aof Unitized ZSubstances from the well or wells. 1if anv. on
such Tract) shall, for all intents. uses and purroses, be
deemed to have been produced from such Tract.

The Unitized Substances allacated to each Tract shall ke
distributed among. or accounted Fors, to the rarties entitled
to share in the production from such Tract in the same man-—-
ner. in the same rrorortions. and upon the same conditions.
as thev would have Particirpated and shared in the Pproductiaon
from such Tracts. or in the rroceeds thereot. had this fsrese-
ment not been entered intod and with the same le=al force and
effect.

Mo Tract committed to this Azsreement and sualified for
FarticirFation as above provided shall be subseauently emolud—
ad from rarticiration hereunder on acocount of derletion of
Unitized Substances.

I+ the Warking Interest and/or the Rovalty Interest in
any Tract are divided with reguest to serarate rparcels or
portions of such Tract and ocwned mow or hereafter in sever-
altv by different persons, the Tract Partricieations in the
absence of a recordable instrument e=zecuted by all ocwners and
furnished to Unit Operator fizine the divisions of ownershir,
be divided amone such rarcels or portions in prorortion to
the number of surface acres in each.

The Unitized Substances allocated to each Tract shall ke
delivered in kind to the respective Warking Interest Twners and
rarties entitled thereto by virtue of the cwnershire of i)
and Gas Rights therein. Each Working Interest Dwner and the
parties entitled theretos shall have the continuine risht to
receive such production in kind at a common point within the
Linit Area and to se¢ll or disFrose of the same as it sees Fit.
Fach such rparty shall have the risght to construct. maintain
and operate all necessary facilities for that purrase on
unitized land,: provided the same are so constructed. maintain-~—
ed and ocperated as not to interfere with orerations carried
an pursdant hereto. Subldect to Zection 17 hereot. any extra
expenditure incurred by Unit Operator by reason of the
delivery in kind of any epartiocon of the Unitized Substances
shall be borne by the rarty resronsible therefor under the
controlling lease or contract. In the event any Intersst
Twner shall fail to take or otherwise adeauately disrose
af its prorportionate share of the production from the Unit-—
ized Formation currently as and when produced. then so lons
as such condition continues. Wnit Orerator:. for the account
and at the expense of the Working Interest Cuwner of the
Tract or Tracts concerned. and in order to aveid curtailine
the oreration of the Unit Area, mav, but shall not be re—
auired to, sell or atherwise dispose of such productiaon
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to itself or to athers onm a dav-to-day basis. praovided that
all contracts of sale by Unit Operator of any other partv s
share of Unitized Substances shall be onlwv for such reason-
able periocds of time as are consistent with the minimum

needs of the industrv under the circumsances. but in no

event shall anvy zsuch contract ke for a periocd in excess of
ane wvear. and at not less than the prevailing market price in
the area for like production. and the account of such Workins
Interest Qwner shall be charged therewith as having received
such production. The net proceeds, if anv, of the Unitized
Substances so disposed of by Unit Orerator shall be rPaid ta
the Woarking Interest Ouwrner of the Tract or Tracts concerned.
Notwithstanding the foresoing. Unit Oeerator shall not make a
sale into interstate commerce of any Working Interest Quwner s
share of gas production without first 2iving such Workine
Interest Owner sixty (&L0) davs notice of such intended sale.

Anv Warkine Interest Owner receiving in kind or serar-
ately disrpcosine of all or any rart of the Unitized Substances
allocated to any Tract or receiving the proceeds therefrom
if the same is sald or purchased by Unit Orerataor, shall be
resPonsible for the rpavyment of all rovalty, overriding rovalty
and production pavyments due therein. and egach such party shall
haold each other Working Interest Dwner harmless against all
claims, demands and causes of action bv cwners of such
ravalty, overriding rovalty and production ravments.

If, after the Effective Date of this Asreement. there
is any Tract or Tracts that are subsequently committed here—
tw, as provided in Section 4 (ExrFransion) hereof: or any Tract
or Tracts within the Unit Area not committed hereto as of
the Effective Date hereof but which are subseguently com-
mitted hereto under the provisions of Section 14 (Tracts
Hualilfied for Particiration) and Section 22 (Nondoinder
and Subseauent Jdoinder), or if anv Tract is e=cluded from
this Aareement as provided for in Section 21 (Loss of Title)s
the schedule of Particiepation as shown in Exhibit "C" shall
be revised by the Unit Operators and the revised Exhibit "Cv,
upon approval by the Land Commissioner and the Surervisor,
shall aovern the allocation of rroduction on and after the
effective date thereof until a revised schedule is aprroved
a5 hereinabove provided. In any such revised E=xhibit “C",
pursuant to this rarasrarh, the Tract Farticieation of the
previously aualified Tracts shall remain in the same ratio
one to the other.

SECTION 14, OUTSIDE SUBSTANCES. If gas obtained from
farmations not subdect to this Asreement is introduced inta
the Upitized Faormation for use in repressuring,. stimulatins
of production or increasing ultimate recovery which shall
be in confaormity with a Plan of OrFeration first arproved
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kv the Land Commissioner. the Commission, and the Authorized
Officer. a tike amount of =as with arprorriate deduction for
Tasse ar derpletion from any cause may be withdrawn from unit
wells completed in the Unitized Formation rovalty free as tao
drv fas, but naot rovalty free as to the eproducts extracted there-—
fromis pProvided that such withdrawal shall be at such time as
ma+w be provided in the arproved Flan of Operation ar as
cotherwise may be consented to or prescribed by the Land
Commissioner, the Commissians and the Authorized fficer as
contfaorming to goad pPetroleum engsineering rractices and provided
further that swuch right of withdrawal shall terminate on the
termination date of this Asreement.

SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico
and United States of America and all Rovalty Cwners who,
under an existing contract,. are entitled to take in kind a
share nof the substances produced from any Tract unitized
hereunders shall continuve to be entitled to such risht to
take in kind their share of the Unitized Substances allocated
to such Tract. and Unit Operator shall make deliveries of
such Ravalty share taken in kind in conformity with the

applicable contracts. laws and resulations. Settlement +or
Rovalty not taken in kind shall be made bw Working Interest
Owrners respoansible therefor under existing contracts. lauws

and resulations on or befare the last dav of each month for
Linitized Substances produced during the preceding calendar
months provided: however,. that nothing herein contained shall
operate to relieve the lessees of anv Yand from their re-—
spective lease obhligations for the pavment of anv Rovalty

due under their leases. excert that such Rovalty shall be
caomPuted on Unitized Substances as allocated ta each Tract

in accordance with the terms of this Asreement. With resrect
to Federal leases committed hereto on which the rovalty rate
depends uron the dailv averase rroduction rer well. such
averase production shall be determined in accordance with the
aorerating resulations pertainine to Federal leases as thaoush
the committed Tracts were included in a sinsle consolidated
lease.

If the amount of productiacn or the proceeds thereof ac—
cruing to any Rovalty Quwner (exceprt the United States of
America) in a Tract derpends upan the averame praduction per
well or the average pPirpeline runs per well from such Tract
during anv period of time, then such production shall be det-
ermined from and after the effective date hereof by dividins
the @uantity of Unitized Substances allocated hereunder to
sych Tract during such period of time by the number of wells
lacated thereon carable of producing Unitized Substances as
af the Effective Date hereof, eprovided that any Tract not
having any well so carable of producing Unitized Substances
an the Effective Date hereof shall be considered as havins
ane such well for the purpose of this provision.

- Ao



A1l Rovalty due the State of New Mexico and the United
States of America and the other Rovalty Owners hereunder
shall be computed and raid on the bhasis of all United Sub-
stances allocated to the respective Tract or Tracts commit—
ted hereto. in liew of actual rproduction from such Tract
or Tracts.

Each Rovalty Owner (other than the State of New Mexico
and the Lnited States of America) that executes this
Aareement rerpresents and warrants that it is the owner of a
Rovalty Interest in a Tract or Tracts within the Unit Area as
its interest appears in Exhibit "B" attached hereto. If anw
Rovalty Interest in a Tract or Tracts should be lost by
failure or otherwise in whole or in part. durins the term of
this Asreement, then the Rovalty Interest of the Party re-
rresenting himself to be the cwner thereof shall ke reduced
propartionately and the interests of all parties shall be
adjusted accordinalv.

SECTION 1&. RENTAL SETTLEMENT. Rentals or minimum
FRovalties due on leases committed hereto shall be paid by
Working Interest Owners responsible therefor under existins
contracts, laws and resulations provided that nothing herein
contained shall orerate to relieve the lessees of any land
from their respective lease chligsations for the pavyment of
any rental or minimum Rovaltv in lieuw thereof, due under
their leases. Rental for lands of the State of new Mexico
subject to this Asreement shall be rPaid at the rate srecified
in the respective leases from the State of New Mewico.
Rental or minimum Rovalty for lands of the United States aof
America subldect to this Asreement shall be raid at the rate
specified in the resepective leases from the United States of
Americas, unless such rental or minimum Rovalty is waived,
suspended or reduced by law or by arprroval of the Secretarwy
ar his dulvy authorized representative.

SECTION 19, CONSERVATION. Orerations hereunder and
Produyction of Unitized Substances shall be conducted to pro-
vide for the most economical and efficient recovery of said
sybstances without waste: as defined bv or Pursuant to
Federal and State laws and resulations.

SECTION 20. DRAIMNAGE. The Unit Operator shall take

aprropriate and adeaquate measures to prevent drainage of
Unitized Substances from unitized land by wells on land not
subdect to this Agareement.

The UWUnit Qperator,. upon approval by the Workine In—
terest Qwners,. the Authorized OfFficer and the Land Commissioner,



iz herebvy empowered to enter into a border line asreement ar
asreements with working interest owners of adioining lands
ot subdect to this Agreement with resrect to oreration in
the border area for the maximum eConomic recovery,. Ccanserva—
tion purposes and proper protection of the parties and inter-
est arfected.

SECTION 21. LEAZEZ AND CONTRACTZ CONFORMED AND EXTENDED
The terms. conditions and provisions of all leases. subleases
and ather contracts relating to exploration, drilling, devel-—
cpment or opPeration for oil or gas on lands committed to this
Asreement are hereby expressly modified and amended to the
extent necessry to make the same conform to the provigions
hereof, but otherwise to remain in Full force and effect. and
the rparties hereto hereby consent that the Secretary and the
Land Commissioner,. reseectivelyw, shall and by their arproval
hereofs or by the approval hereof bv their duly authorized
representatives, do herebv establish, alter, chanse or
revaoke the drilling,. producineg. rental,. minimum Rovalty and
Rovaltw reauirements of Federal and State leases committed
hereto and the resulations in resrect thereto to conform said
reauirements to the provisions of this Agareement.

Withaout limitine the gsenerality of the foreaocinag, all

leases sub-—leases and contracts are particularly modified in
accordance with the followins:

{a) The develorment and oreration of lands subldect to
this Agreement under the terms hereof shall he deemed full
perfarmance of all obliesations for develorpment and oreration
with respect to each rart or serarately owned Tract szubldect
tao this Asreement. resardless of whether there is anv devel-
opment of any rparticular epart or Tract of the Unit Area,
notwithstandine anvthineg to the contrary in any legase. arerat-
ina agreement or other contract by and between the Parties
hereta, ar their resrective rFredecessors in interest. or anvy
of them.

(b)Y Drilltime,. producing or improved recovery orperatians
performed hereunder shall be deemed tao be Performed uron and
for the benefit of each Tract. and no lease shall be deemed
to expire bv reason of failure to drill or pProduce wells
situated on the land therein embraced.

() Suspension of drilling aor Producing orerations an
#11 unitized lands rPursuant to direction or consent of the
Land Commissioner and the Secretary, or their duly authorized
representatives, shall be deemed to constitute such suspen—
sion pursuant to such direction or Cconsent as tao each Tract
of unitized lands.



(d) Each lease, sublease, or contract relatine ta the
exploration, drilling, develorment or operation for oil and
was which by its terms mieht e=rire pricr to the termination
af this Agsreement,. is herebv extended bevond any such term
g provided therein. so that i1t shall ke cantinued in full
faorce and effect for and durings the term of this Azreement.

{e) Anvy lease embracing lands of the State of New
Mexicoe which is made subldect to this Asreement shall continue
irn force bevand the term provided therein as to the lands
committed hereto until the termination hereof.

{(£) Any lease embracing lands of the State of New
Mexico having only a portion of its land committed hereto

shall be searesated as to that portion committed and that
nat committed,. and the terms of such lease shall arply
separately to such segaregsated portions commencing as of

the effective date hereaf. Fraovided, however. that nat-
withstanding anv of the eprovisions of this Aareement to

the contrary, such lease shall continue in Full force and
effect bevond the term provided therein as to all lands em—
braced in such lease if il or sas is. or has hertofore been
digcoavered in Ppaving quantities on some part of the lands
embiraced in such lease committed to this Asreement or. so
lone as a pPortion of the Unitized Substances produced from
the Linit Area is, under the terms of this Asreement. all-
aocated to the porticon of the lands covered byv such lease
committed to this Asreement: or. at any time durins the

term hereof, as to anv lease that is then valid and sub-
sisting and uron which the lessee or the Unit Operator is
then engaged in bona fide drilline, reworking,. ar imProved
recovery orPerations on anvy part of the lands embraced in
such leases then the same as to all lands embraced therein
shall remain in full force and ¢ffect s long as such
orperations are diltigsentlwy eprosecuted. and if they result in
the production of oil or mas. said lease shall continue in
+ull force and effect as to all of the lands embraced there-
in, so long thereafter as oil or =mas in Paving quantities is
being produced from any portion of said lands.

{a) The sesresation of anv Federal lease committed to
this Asreement is governed by the following provision in the
fourth rarasrarh of Section 17 (J) of the Mineral Leasing
Act, as amended by the Act of Serptember 2, 1740, (74 Stat.

721-754)«: "Any (Federal) lease heretofore or hereafter
cammitted toa any such {(unit) plan embracing lands that are
in part within and in rart coutside of the area covered bev

any such plan shall be searesated into serarate leases as to
the lands committed and the lands not committed as of the
Effective ate of unitizations provided. however, that any
sutch lease as to the nonunitized rortion shall continue in
force and effect for the term thereof but for not less than



twa vears from the date of such segresation and so laons
thereafter as o0il or sas is produced in Pavine uantities.”

SECTION 22. COVENANTS RUN WITH LANO, The coavenants
herein shall be construed to be covenants runnineg with the
land with respect to the interest of the rparties hereto and
their successars in interest until this Agsreement terminates,
and any arant. transfer or convevance of interest in land or
leases subdect hereto shall be and hereby 1s conditioned
uran the assumetion of all eprivileses and oblisaticons here—
under by the srantee, transferee or other successor in in-—
terest. No assignment or transfer of any Workine Interest
subjJect hereto shall be bindine uron Unit Operator until
the First dav af the calendar month after Unit Operator is
furnished with the original,. or accerptable rhotostatic
or- certitied copy of the recorded instrument or transters
and neo assignment or transfer or any Rovalty Interest sub-
Ject hereto shall be binding uron the Workine Interest
Dwaer respaonsihle therefor until the first dayw of the
calendar month after said Working Interest Qwner is fur-—
nished with the origsinal: or accerptable pPhotostatic or
certified copvys, of the recorded instrument or transfer.

SECTION 232. EFFECTIVE DATE aAND TERM. This Asreement
shall become bindine uepon each rarty who executes or ratifies
it as of the date of execution or ratification by such party
and shall became effective on the first daw of the calendar
manth next Following the arproval of this Asreement bv the
Autharized OFfFicer,. the Land Commissianer and the Commission,
and the filinae of this Asreement or notice thereof in the QOFfice
of the County Clerk of the County in which the Unit Area is
situated.

If this Asreement does not become effective on or before
November 1. 1925, it shall iepsa facto exprire on said date
{hereinafter called "expiration date") and thereafter be of
o further force or e¢ffect, unltess prior thereto this Asree-
ment has heen executed ar ratified by Working Interest Cwrers
cwning a combined Phase Particiration of at least eishty per—
cent (30%) and at least seventv—Ffive rpercent (735%) of such Work-
ing interest committed to this Asreement have decided to extend
said expiration date for a period not to exceed six months
(hereinaftter called "extended expiration date"). If said
exriration date is so extended and this Asreement does not
become effective on or before said extended expiration date,
it shall irsc facto expire on said extended expiration date
and thereafter be aof no further force or effect.

Unit Oeperator shall file for record within thirty (320)
davs after the Effective Date of this Azreement. in the
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oftice where a counter part of this Asreement is recarded, a
certificate to the effect that this Asreement has become
atfective according to its terms and statine further the
etfective date.

The term of this Asreement shall be for and durine the
time that Unitized Substances are produced from the unitized
tand and s long thereafter as drillinsg. reworkineg or aother
agrperations (including secondary recovery operations) are
Frosecuted thereon without cessation of more than ninety
(F0) cansecutive davys unless sooner terminated as herein
Frovided.

This Asreement mavy be terminated with the arprraval of
the Land Commissioner and the Authorized OffFicer by Workins
Interest Twners ownins eishtyv rercent (804 of the Linit Far-—
ticiration then in effect whenever such Working Interest Dwners
determine that Unit Operations are no longer protitable. or in the
interest of conservation. Upan arrroval, such termination
shall be eftfective as of the first davy of the month after
said Working Interest Ouners” determimpation. Notice of anvy
such termimation shall be filed bv Unit Orerator in the of-—
fice af the County Clerk of Chaves Countv, New Mexico, within
thirty (30) dave of the effective date of terminatiaon.

Ulpan termination of this Agreement.,. the Parties heretno
shall be soverned bv the terms and provisions aof the leases
and contracts affectineg the serarate Tracts Jjust as iFf this
fareement had never been entered into.

If nat otherwise provided by the leases unitized under
this Agsreement. Rovalty Cuwners hereby erant Working Interest
Ouwrniers a period of six months after termination of this
Asreement in which to salvasge, sell, distribute or otherwise
digspase of the rersonal eprorerty and facilities used in con-—
rection with Unit Orerations.

SECTION 24, RATE OF FROSPECTING, DEVELOFPMENT AND

FRODUVZTION, Al1Y production and the disposal hereof
shall ke in conformity with allocations and suotas made or
fimed bv anv dulw authorized rerson or resulatory body under
any Federal or State statute. The Director is hereby vested
with auvuthority to alter or modify From time to times in his
discretion, the rate of prosepectineg and develaopment and with-
in the limits made or fimed bv the Commisison to alter or
modify the auantity and rate of production under this Asree-—
ment, swuch authority being hereby limited to alteration or
modification in the rpublic interest:. the pPurrpose thereof and
the public interest to be served therebv to be stated in the
arder of alteration or modifications provided. further,. that
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ne such alteration or madification zhall bhe effective as ta
anv land of the State of New Mexico as to the rate of pro-—
specting and development in the absence of the specific writ—
ten arproval thereof bv the Land Commissicner and as to anv
lands of the Ztate of new Mexico or privatelv—owned lands
subldect to this Asreement or to the auantity and rate of
Pproduction from such lands in the absence of specific written
arproval thereof bv the Commission.

Fowers in this Section vested in the Director shall anlwy
e exmercised after notice to Unit Orerator and apepartunity
for hearing to be held not less thanm fifteen (135) davs from
notice, and thereafter subidect to administrative arpeal be-
fore becomineg final.

SECTION 235. NONDISCRIMINATION. it Operator in caoan-
nection with the rerformance of work under this Asresment re-—
ltating to leases of the United States aarees to comply with
the clauses set forth in Exhibit D" attached hereto and made
a Part hereof.

SECTION 24. AFFEARANCES. Unit Orerator shall have the
risht to aprear for or on behalfd of any interests affected
herebv before the Land Commissioners the Derartment. and the
Lommissions and to arpeal from any order issued under the
rules and resulations of the Land Commissioner,. the Depart-
ment or the Commission. or to arply Ffor relief from any of
said rules and resulations or in anvy proceedinags relative to
arerations before the Land Commissioner. the Department or
the Commissiaon ar any other legsallyw constituted authoritys
provided, however, that aney other interested party shall alsa
have the risht at his or its own expense to be heard in
any such proceeding.

SECTION Z27. NOTICES. A1l notices, demands, obhiections
or statements required hereunder to be siven or rendered to
the rParties hereto shall be deemed fullvw siven 1Ff made in
writing and personally delivered to the rarty or pParties or
sent by posteaid certified or registered mail, addressed to
such rarty or pParties at their respective addresses set forth
in connection with the signatues hereto or to the ratifica-
tion or consent herecf ar to such other address as any such
party or Parties mav have furnished in writing to the rPartwy
sending the notice, demand or statement.

SECTION 28, NO WAIVER OR CERTAIN RIGHTS. Nothing in

this Agreement contained shall be construed as a waiver by
any Party hereto of the right to assert any lesal or constitu-—



tional right or defense as to the validity or invalidity of
any law of the State wherein said Unitized Lands are located.
or reaulations issued thereunder in any wavw affectine such
Fartvs or as a waiver by anv such rarty of any risht bevand
hiz or its authority to waive! provided, haowever. each party
herete covenants that it will not resort to anvy action to
partition the unitized land or the Unit Eaquirment.

SECTION 29, EGQUIPMENT AND FACILITIES NOT FIXTUREZ

ATTACHED TO REALTY. Each Workine Interest Juwner has
heretofore rlaced and used on its Tract or Tracts committed
to this Asreement various well and lease equipment and other
rrorFrerty, eauirment and facilities. It is alsa recosnized
that additional equirment and facilities mavw hereafter be
placed and used upan the Unitized Land as mow or hereafter
congtituted. Therefore, for all purpases of this Aareement
any such equirment shall be considered to be rergonal pro-
perty and not fFixtures attached to realty. Accaordinaly,
said well and lease equirment and rersonal rroperty is
hereby severed from the mineral estates affected bv this
Azreement, and it is asreed that any such gauiement and
rersanal property shall be and remain rersonal praoperty
of the Working Interest Owners for all purroses.

SECTION 20, UNAVOIDARBLE DELAY. A1l obligsations under
this Agreement requiring the Unit Orerator to commence ar
continue improved recovery orFerations or to aorerate on or
produce Unitized Substances from any aof the lands covered
tev this Agreement shall be susrended while., but anly so loana
asy, the Unit QOrerator, desrpite the exercise of due care and
diligence, is prevented from complving with such obligsations,
in whole or in Part,. by strikes, acts of God, Federal,

State or municiral law or asency, wunavoidable accident. un-—
controllable delavs in transeportation, inability to obtain
necessary materials in oren market. or other matters bevond
the reasonable control of the Unit Operator whether similar
to matters herein enumerated or nat.

SECTION 21, LOSE OF TITLE. In the event title tno anv
Tract of Unitized Land shall fail so as to render the Tract
inorerable under this Asreement and the true owner cannot
be induced to Jdoin this Asreement. such Tract shall he
autematically resarded as not committed hereto as of the
first dayv of the calendar month in which the failure of title
is determined and there shall be such readiustment of future
costs and benefits as may be required on account of the loss
of such title. In the event of a dispute as to title as to
any Rovaltvs. Working Interest or other interest subldect

3



theretos Pavment or deliverw on account thereof mayv be with-
held without liabillity or interest until the disepute is
Finally settled: provided, that as to State ar Federal land

o leases no ravments of funds due the States of New Mexicao

o the United States of America shall be withheld, but such
funds shall be deposited as directed bv the Land Commissioner
and/or the Authorized Officer (as the case mayvy bel, to he held
as unearned money pendineg final settlement of the title diserute.
and then arrlied as earned or returned in accordance with

such final settiement.

nit Operator as such is relieved from any resrponsibi-
ity #or any defect or failure of any title hereunder.

SECTION Z2.  NONJOINDER AND SURBSEQUENT JOINDER.
Jdaoinder by any Rovalty Owrner. at any time. must be acoom-
panied bv arpropriate Joinder of the corresronding Workins
Interest Quwner in order for the interest of such FRoavalty
Owner to be regarded as effectivelw committed. Joinder
ta this Asreement bv a Working Interest Quwner. at any time,
must be accamPanied by arprorriate Joinder to the WUnit
Orererting Azsreement in order for such interest to be resard-
ed as effectively committed to this Asreement.

Any oil or gas interest in the Unitized Formations not
committed hereto prior to submission of this Asreement to the
l.and Commissioner and the Authorized OffFicer for +inal arproval
mav thereafter be committed hereto upon compliance with the ap-—
plicable Frovisions of this Section and of Section 14 (Tracts
Fualified for Particieration) hereot, at anvy time up tao the
effective date herecf on the same basis of particieation asg
provided in saild ZSection 14, by the owner or cwners thereof
subscribing,. ratifvine,. or consenting in writing to this
Asreement and, 1if the interest is a Warkine Interest. hbv
the owner of such interest subscribine alsao to the WUnit
Orerating Agreement.

It is understood an asreed. however. that from and after
the Effective Date hereof the risht of subsequent Joinder
as pProvided in this Zection shall be subdect to such reauire-
ments aor arprovals and on such basis as mav be asreed uran by
Working Interest Qwrners ocwning not less than sixtv-five per-—-
cent (A54) of the Unit Particiration then in effect. and
arpraoved by the Land Commissioner and Surpervisar. Such sube-
seauent Juoinder by a proposed Workine Interest Dwrner must he
evidenced by his execution or ratification of this Asree-
ment and the Unit Operating Azreement and, where State ar
Federal lTand is invaolved,. such Joinder must be arpraoved by
the Land Commissiconer or Authorized QOfFfFicer. Such Joinder
kv oa prorosed Rovalty Cwner must be evidenced bv his emecution.
ratification or consent of this Azreement and must be con—

....:Z 4 -



sented to in writing by the Workine Interest Cwner respon—
sible for the ravment of any benefits that mav accrue here-
under in behalf of such proposed Rovalty Owner. Excert as
mayv be otherwise herein Frovided, subsesuvent Joinder to
this Agsreement shall bhe effective as of the first dav of
the month following the filing with the Land Commissioner
and the Authorized OFfFficer of duly executed counterrarts of
any and all documents necessary to establish effective commit-—
ment of any Tract or interest to this Asreement: unless
abjection to such Joinder by the Land Commissioner or

the Authorized QOfFfFicer is dulvy made simtw (4O0) davs atter
such filine.

SECTION 23, COUNTERFARTZ. This Asreement maw be ox—
ecuted in anv number of counterrparts,. no oane of which needs
to be executed by all parties and mav be ratified or con-
sented to be serarate instrument in writines. specifically re-—
ferring hereta, and shall be binding urpon all those rParties
wha have executed such a countereart. ratitication or
consent hereto with the same force and effect as 1f all
rparties had sisned the same document. and resmardless of
whether or not it is executed bv all other rarties ownins
ar claiminsg an interest in the land within the above
described Unit Area.

SECTION 24. JOINDER OIN DAL CAPACITY. Execution as
herein provided bv any FParty as either a working Interest
Owner of a Rovalty Dwhner shall commit all interests owned
or contralled by such rartyvs erovided. that if the party is
the oswner of a Working Interest, he must also execute the
lnit Orerating Asreement.

SECTION 25, TAXES. Each earty hereto shall. for its
awn account. render and pavy its share of anyv taxes levied
aaainst or measured by the amount of value of the Unitized
Substances produced from the unitized lands: Frrovided, how-
evers that if it is resuired or iF it be determined that
the Linit rerator or the several Workine Interest Owrners must
Fpay or advance said taxes for the account of the parties
hereto, it is hereby expressiy asreed that the rparties so
PAving or advancing said taxes shall be reimburssd therefors
bv the parties hereto., incliudinsg Rovalty Quwners. who may be
resronsible for the taxes on their resrpective allocated
share of said Unitized Substances. No taxes shall be charsed
ta the United States or to the Ztate of Mew Mexico, nor to
anv lessoar wha has a contract with a lessee which reauires
his lessee to rav such tases.

S
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SECTION 24, NI PARTNERZHIFP. The duties, aobligations
and liabilities of the Parties hereto are intended to be
ceveral and not Joint or collective. This ARsreement is
not intended to create, and shall not be construed to
creates, an association or trust. or to impPose a Partnershie
dutv, obligsation or liabkility with regsard to any one or more
af the parties hereto. Each partv hereto cshall be individ-
ually responsible for its own obligations as herein pPro-
vided.

SECTICGN Z7. PRODUCTION AS OF THE EFFECTIVE DATE.  Unit
Crperator shall make a prorer and timely oause of all leases
and other tanks within the Unitized Area in order to ascer-—
tain the amount of merchantatie il above the pire ling
connection in such tanks as aof the effective date hereaf.
A1l such ©il which has then been produced in accordance with
catablshed allowables shall be and remain the proprerty of the
Working Interest Quner entitled thereto, the same as 1if the
urit had not been formeds and the responsible Working Inter-—
est Dwner shall rrometly remave said oil from the Unitized
Land. Any such oil not so removed shall be sald b Unit
Urperator for the account of such Workinge Interest Cuwners.
subldect to the pavment of all Rovalty to Rovalty Quwners
under the terms hereaf. The «il that is in excess of the
prior allowable of the wellz from which it was produced
shall be resarded as Unitized Substances produced atter
Effective Date hereof.

I1f, as of the Effective Date hereot, any Tract is aver-—
produced with respect to the allowable of the wells on that
Tract and the amcunt of over—rroduction has been =o0ld or
otherwise disposed of, such aver—-rroduction shall be regarded
as a pPart of the Unitized Substances produced after the
Effective Date herecf and shall be charsed to such Tract as
having been delivered to the parties entitled to LUnitized
Substances allocated ta such Tract.

IN WITNESS WHEREOF, the rarties hereto have caused this
Aareement to be executed and have set orpusite their repre-
sentative names the date of e=ecution.

BURK ROYALTY 0.
Uit Orerator and Warkine

Wita Falls. Tex




STATE OF TEXAZ ]
COUNTY OF WICHITA 1

The forescing instrument was acknowledsed before me an

this __ZCT dav of o LEvaliiloo_ : 192000, by
SR VAR /T S X RO P TS GO . A UYL AT N

forr Burk Rovaltw Co., a Tewxmas Corporation. on behalf of said
carporation.

Joom pvs srEATT OO

;/'7’\‘;) N ‘ e

< _._‘;LL.;.,_;S_*.&_;:_L"_JL e e e o o e e e e e e e et e e
Notary Rublie
Mv Commisison ExpPires: ~—
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TRACT #1
TRACT #2
TRACT #3
TRACT #4

TRACT #5

TRACT #6

and #8

TRACT #7
) and $#7A

TRACT #9

EXHIBIT

"c"

Schedule of Tract Participation

vates Petroleum Corp.
Burk Royalty Co./Dalport
Burk Royalty Co./Dalport
Bison Petroleum Corp.
Read & Stevens, et al

Read & Stevens, et al

Read & Stevens, et al

Unleased

D.H. Federal

Jones Federal
Todhunter Federal
Owen Federal

south Lucky Lake Fed.

Lucky Lake

Harris State

Kimes Federal

e
.12949000
.25775000
.24327000
.10558000
.01245000

.15272500
.09479500

.00394000
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trmest 2000 4 8. 000
PRINMIIO TR U O A

PROVISIONS OF STCTION 202 OQF
EXECUTIVE ORDFR 11246

“(1) The comttacuw will mt discriminsee sgainst say employee ot applicant for employment hecasuse of
e, coboe, teligion, se3 ne asionsl origin. The contractor will tshe aflirmative sction 10 ensuce that applicants are
employed, aml thic employees are treated during employment, withaut rcpard 10 thew tace, colos, seligion, sex or na.
tunal igin, Suh action shall include but ot be limited 10 the following: employment, upgrading, demadivn, oc
teansler; recruitment o¢ secruitment advertising; layolf or termination; eates of pay or other forms of compensauon; and
selection for teaining, including sppeenticcahip. The coatractor agrees 0 post in conspicwous places available 10 employees
snd soplicants for employment, notices 10 be provided by the comtracting officer setting forth the provisions of this
noadiscrimination clause.

“(2) The contractor will, in all solicitations or advertisements for employees placed by or on behalf of the
conteactor, sate that sll qualified applicants will receive consideration for empioyment without segacd to race, color,
teligion, sex of aatinasl origin,

“(3) The contractor will send to each Iabor uanion or representative of workers with which he has a collec-
tive bargaining sgreement or ocher contract or undersranding, 8 notice, to be provided by the agency conrracting officer,
advising the 1abor union or workers' sepresentative of the contractor’s commitments under Section 202 of Executive
Otder No. 11246 of Seprember 24, 1963, and shall post copies of the notice ia coaspicuous places available to em-
ployees and spplicants for employment.

*(4) The contractor will comply with all provisions of Executive Order No. 11246 of Sepe. 24, 196) and
of the rules, regulations, and relevant orders of (he Secretary of Labor.

“(5) The contsactor will fucnish all information and reports tequited by Executive Order No. 11246 of
September 24, 1963, and by the rules, regulations, snd orders of the Secretary of Labor, or pursuaac thereto, and wil:
peemit access to his bouks, records, snd accounts by the concracting agency and the Secretary of Labor for purposes ci
investigation 1o ascertain compliance with such rules, regulations, snd orders.

“(6) In the event of the .comm:tor's noncompliance with the nondiscrimination clauses of this contract or
with sny of such rules,. regulations; -or -orders, this contract may be cancelled, serminaced of suspended in whole or in
part and the contractor may be declared incligible for further Government contracts in accordsnce with procedures

" swthotized in Executive Order No. 11246 of Sepe. 24, 1963, snd such other sanctions may be imposed and cemedies

invoked 83 provided in Executive Order No. 11246 of September 24, 1963, or by rule, regulstion, or order of the
Secretary of Labor, or a3 otherwise provided by Law,

“(7) The coatractor will include the provisions of Paragraphs (1) through (7) in every subcontract or pur-
chase order waless exempted by rules, regulacions, or otders of the Secretary of Laboc issued pursusnt to Section 204
of Executive Order No. 11246 of Sept. 24, 1963, so that such provisions will be binding upon each subcontractor oe
vendor. The contracior will take such action with respect_to any subcontract o¢ purchase order 33 the contracting sgency
may direct a3 a means of enloccing such provisions including sanctions for noncomplisnce: Provided, however, that in
the cvent the contractor becomes involved in, or is threatened with, litigstion with & subconrracior oc vendor as a resule
of such direction by the contracting agency, the contractor may request the United Seaces to enter 1060 such litigation 1o
peotect the interests of the United Sestes.”

Contractor shall also abide by the regulations of Executive Order 11598,
Occupational Snfety and licalth Act and by Executive Order 11640, Veterans
ire Hegulatfon, which orders are inserted herein by reference.



IN WITNESS WHEREQOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

/35 -45
Date
leon R pes BelT
Leon L&fpert i “
1134 The 600 Bldg.
Corpus Christi, Texas 78473
STATE OF Jex=s X

COUNTY COF NaRecla—)

(>
The foregoing instrument was acknowledged before me this / S’f day
of AususT , 1985, by Le oV LAmPerC .

Notary Public

My Commission Expires: MAXINE SHELTON
3-3/- ﬁTf Notary Public, in and for Nueces County, Texat

MM T, o A——— . ———

Pl s LT
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o IN WITNESS WHEREOF, the parties hereto have executed this

Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

“  August 16, 1985

Date ;7QL/£L¢&,§;%4¢$¢)

Helen Jones
‘2706 "A" North Pecos Street
Midland, Texas 79705

STATE OF TEXAS X

COUNTY OF MIDLAND X

.The foregoing instrument was acknowledged before me this
of August , 1985, by Helen Jones - .

_@A’g‘ (3/( . @LLU“/Lﬁ

léthday

Notary Public

?Eifgmmission Expires:

e . Q% 19481

IS



IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

é%?TuAJ’HLWPr' ‘ ///ﬁégz%éézi N

Hanson-MEBride Petroleum Company
P.0. Box 1515
Roswell, NM 88201

STATE OF 2% 0 70et (fa )
COUNTY OF 0 A pceee g / X

The foregoing instrument was acknowledged before me this /& day

of Miii ez b , 1985, by &Qz L Lo, .
— for Hangpn-McBride Petroleum Company

T N . . .
- Mw Commission EXpires:

AT



IN WITNESS WHEREQCF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

: Overriding Royalty Interest Owner
J-2o0- &%

Date i

Donna. Jean Mbody
15 Riverside Drive
Roswell, NM 88201

STATE OF /I/Ea/”]é)&ca X

COUNTY OF [] HAVES X

The foregoing instrument was acknowledged before me this ‘229 Lday
of _Alcusy , 1985, by DowwAa Jea /Hoosy .
7

\\éfary Public Z //
Ve 0 7

My Commission Expires:

é»/{yé’j




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner
August 15, 1985

Date | /§ M} Q,!U \

Charles B. Read Trust "A" #
P.0O. Box 1518 -

Roswell, NM 88201

Brian Copple, Trustee

STATE OF New Mexico X

CcounTy OF Chaves X

The foregoing instrument was acknowledged before me this _ 15th day
of Auqust . 1985, by Brian Copple ., Trustee for the

Charles B. Read Trust "A"™ #9.

‘Notary Public

My Commission Expires:
8-11-86




T
."v

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

Auqust 15, 1985 ’
Date ,/’Cjé?y

First Century 0il, Inc.
P.0O. Box 1518

Roswell, NM 88201

Charles B. Read, President

ATTEST:

Secretary

Tucker,

STATE OF New Mexico 1

COUNTY OF Chaves X
The foregoing instrument was acknowledged before me this 15¢th day
of August , 1985, by Charles B. Read ,  President

for First Century 0il, Inc.

L Dandl! R I

Notary Public
My Commission Expires:
8-11-86




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

August 20, 1985
Date - ) @ é
Q ,zé&k@«/ '

Irwin Rubenstein
77 Sedgwick Place
Inglewood, Colorado 80110

state o COLORADO X

COUNTY OF ARAPAHOE X

The foregoing instrument was_acknowledged before me this
of August , 1985, by Irwin Rubenstein

TSt

20TH 4o

Notary Publlc

. My Commission Expires:

10/20/86




4 " ;_::«

[P

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

s ' ZOM///%/@

David S. Harle
105 West 3rd Street
Roswell, NM 88201

STATE OF %um&)l&b X
COUNTY OF (1PUNVPQ, X

QCTV\
The fogpegoing instrument was acszwledc d before me this day
of l hm‘xuc;

, 1985, by

"
mmoﬁwbw

, Notary Public
M Cogmission Ex%fres:
_ﬁ(lrd I 143




- U.S. Lease No. NM-023568

° IN WITNESS WHERECF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

Date 2_: g g m! :':
Alpha Hotchkiss
4949 Van Ness Boulevard
Fresno, CA 93704

STATE OF Caljifornia X

COUNTY OF Fresno X

The foregoing instrument was acknowledged before me this 19th day
of  August » 1985, by Alpha L. Hotchkiss.

. Notary Public
My Commission E?Eires:

4 e

OFFICIAL SEAL

" TERRI L. McDONALD
; f‘% NOTARY PUBLIC-CALIFOR#1A
5

by

g PRINCIPAL OFFICE N
s FRESNO COUNTY
My Commission Expires Feb, 2, 1988




‘"IN WITNESS WHERECF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

3,

August 22, 1985

0 e S

v

Rutter-Wilbanks Corp.
P.0. Box 3186
Midland, Texas 79702

STATE OF TEXAS b¢

counTy oF MIDLARD X

The foregoing instrument was acknowledged before me this 22nd day
of August , 1985, by g. L. Wilbanks , President

of Rutter and Wilbanks Corporation.

/Nétapy/ Pup¥ic & Shﬁl\ayﬁ King

My Commission Expires:
8/4/88




-1

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

' Overriding Royalty Interest Owner
0/4//

Date

Robert S. B’Béa?i_ MARKS & Ci.,

INC,
77 WATER STREET

Address:

-

state or /10w /;’/h/k/
county oF N l{/{hk/ X

The foregoing instrument was ackpowledged before me this 5%5 o~ day
ot _(Ruspanrt 1985, oy [odut} [oras
a

b g L

Notary Public /
My Commission Expires: v ’ EUGENIA STURMS
3Oﬁl 4¢3 NOTARY PUBLIC, State of New York

Ne. 03-9233525
Qualied in Bronx County
Commission Expires March 3Q, 1937



Feuhn

-4

IN WITNESS WHEREQF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

811b/e§

Date

Kx% WM\ C ,(Qfmr

Keith McKamey

105 West 3rd Street
Roswell, NM 88201

STATE OF # é ¢ U:ZZ @g(ﬁgx

COUNTY OF E%Kwd,b X

he foregoing instrument was acknowledged hefore me this Szgiﬁl day
of [liccyanl 1985, b eA
7

RERIREEaE Qﬁﬁwﬁéfédaw

My mmission Expires:
L ;Q“&;z% /9 5k

Notary Public

; 1
[ '



IN WITNESS WHEREQF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

pR et 2
ate '
i i

Jamﬂ?t "
\J&QW BM’O”*'

‘Suzanze Short
2638 Fairwood Drive
Pepper Pike, Ohio 44124

STATE OF M\ X

COUNTY OF (A o b,;@@ X
F - ~
@% The foregoing instrument was acknowledged before me this 219 day
of [\\\,o\\s\q‘, , 1985, byQueoam Sheey  Bimes, Short,

. Notary Public
My Commission Expires:

FRANCINE MADIAS, Notary Public
STATE OF OHIO
My Comsmission Expires Nov. 17, 1987



Y

IN WITNESS WHERECF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royélty Interest Owner

P of 5T

onald E. Cooper
1005 Upland
Midland, Texas 79701

-
STATE OF /J&xas )

county OF M IDiawr X

The foregoing instrument was acknowledged before me this 24?2ﬁ day
of Arciust , 1985, by Da'\’ﬂbg E CooSee -
2 ~r

%ﬁt—, O mlagtee

. ‘Nétary Publ {c ?4/7 d Hobhs

My Commission Expires:

Oet 21 168K




%

.t

IN WITNESS WHEREOQOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner
—
§-201- 25

- s, MY

ALY A

es M. Curran
656 Piping Rock Lane
Houston, Texas 77056

STATE OF Texas 1
county o  Harris X

The foregoing instrument was acknowledged before me this 21 day
of August » 1985, by James M. Curran .

Notqu/Public -
My Commission Expires
4/1/86



IN WITNESS WHEREQF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

Date /
K.D. Owen

j)UQ, @;ﬂj £

Jane Owen

Executive Plaza, Suite 800
4615 gouthwest Freeway
Houston, Texas 77027

STATE OF TEXAS X

comry oF apmes X

The foregoing instrument was acknowledged before me this 5 day

of ﬂai)p - , 1985, by K.D. and Jane QOwen.
: _ ),
VN E Yy

Notary  Public
My Commission Expires: '

‘f/// A€




i AonzmasT o _
_)or/-fé// Luc/k/ Lﬁk” Qveé’/!/

Cf/ﬁﬂ@axﬂ’s' C?ouxi7éf Ased flExICo

wT

IN WITNESS WHERECF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner

:S:%¢44 ?l /5;53’—-

25t 7, Q/ /%M

William H. Short, Jr.
1605 Main Street

Suite 810

Sarasota, Florida 33577

state oF /. /a.;uﬁ X

P '
COUNTY OF DA Z0 = D%‘f’ X

The foregoing instrument w ééyacknowledged before me this f} day

of Se; . : 1985, by fenMlom K - SHerT, T

Ndétary Public

My Commission Expires:

KATHLEEN Y..” CASPER,Notary Pubiie
The State of FLORIDA at Large
My Commission-Expires 08«25-87



IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Overriding Royalty Interest Owner
Working Interest Owner

August 15, 1985 "
Date . —_
. - e
p ‘ R

ATTEST: Fisco, Inc.

: N .0. Box 1
A0 .0 o T T

"Q/é25<L. Roswell, NM 88201

Adekﬁid@(:. Tucker, Norman L. Stevens, III, Vice-President
- Asst. Secretary

STATE OF New Mexico I

COUNTY OF _chaves X

The foregoing instrument was acknowledged before me this 15th day
of August , 1985, by Norman L. Stevens, III, as Vice-President

s

éﬁ for Fisco, Inc.

Notary Public

My Commission Expires:
8-11-86




P

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

August 15, 1985
Date

/\

New Mexicdo—0il Corporation
L. C. HARRIS, President
Address: P.0O. Box 1714 )
Roswell, NM 88201

sTATE oF NEW MEXICO Y

COUNTY OF Chaves X

The foreg01ng instrument was acknowle fore me this 15th day f\
of August , 1985, by HiRRIbg Président

for New Mexico 0il Corporation_ hﬁhﬁ&hﬁ&hhb&&%&kﬁ%&’a%k&?ahhaaka?«

\

. . . EUZAB'-‘TH B. GORMAN
My Commission Expires: % NOTARY BURSIC . NTW *25X150 P

July 15 ’ 1986 a NOTARY BOND FILED WITH SECRETARY OF STATE é

ﬁ My Commission Expires ... ... 7 //éfé .......

%Q%VQ‘C%%Q?%%%*&%‘B%%%%%%Q'm%%%QS‘%’G%‘G




W 4o

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

]

N l"
Working Interest Owner

"8—/6-95”

Date . | . | /{7 &/4’1%2

" “Bison Petroleum Corporation
203 W. 8th Street
Amarillo, Texas 79101

stats oF _ Jedaos X
COUNTY OF /a/&‘:e/a X

The foregoing instrument was acknowledged before me this /g Ze day

of @?ﬂﬁi—-’ 1985, bY Brrcze 0. Pesithed
for Biserf Petroleum Corporation.
Vi 77/, W

@tgry Public

.My Commission Expires:

[(-27-8%5
i

i
!




P

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

g-14-95
Date
SPG Explorhtion Corp.
David M. Horne, Agent and Attorney-in-Fact
Address: P.0O. Box 17689
San Antonio, TX 78217
STATE OF TEXAS X
COUNTY OF RBEXAR X
The foregoing instrument was acknowledged before me this 16th day
of Ayoust , 1985, by David M. Horme , Agent and_At-t-o_rney—in-
for SPG Exploration Corp. Fact

Suporn Q@«M

Notary Public

My Commission Expires:
_ SUSAN EILEEN ECKEMRO (H
NOTARY PUBLIC STATE OF TEXAS
‘COMMISSION EXPIRES 4—4—89



FEEEN

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner
August 15, 1985

o LT s——chf\Qz

Dalport 0Oil Corporation
3471 InterFirst One
Dallas, Texas 75202

President

STATE OF TEXAS X

COUNTY OF _ DALLAS X

The foregoing instrument was acknowledged before me this 15th  day
of August , 1985, by W. L. Todd, Jr. President

?
for Dalport 0il Corporation.

Notary Public

My Cohmission Expires:
12/31/88




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite thelr respective signature.

Working Interest Owner

&S pLa ' e
Date " o7 ~ _

R & M Znterprises

Address:

STATE OF Zw %«/éa X
COUNTY OF @é//d) X

e foregoing instrument was acknowle d before me this éZd?ﬂ’day
Of g 7 19851 by . - .

Notary Public,”

My Commissjon Expires:
o
/

2/0/73



IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

J-1o-8y

Date
Qy—
Georgegﬁ. Clark
Addresdd Q.0. Rov QY41
: J O AAL (03
STATE OF XNEW MEXICO I
COUNTY OF BERNALILLO X
The foregoing instrument was acknowledged before me this 20+h day

of Zugust , 1985, by Ceorge L. Clark .

~

'Notary Public

My Commission Expires:
12-30-87




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

i,

§-p0-gs5

(5 Szt

Bruce Stubbs

Addr.ess: ?dll{ ﬁ{/ﬂfﬂnj /D/L
IS¢t 4 - 2

o,

. .
STATE OF A/Qw I/oy,t(o )

COUNTY OF M X

The foregoing instrument was acknowledged before me this 20% day

L of ﬂvlw,—} ., 1985, by _ Buwee Stuifs .

Gkt L. 3

Notary Public

My Commission Expires:

g-/)-46




IN WITNESS WHEREQOF, the parties hereto have executed this

Agreement on the date opposite their respective signature.

Working Interest Owner

August 15, 1985

Norman L. Stevens, Jr.
P.0O. Box 1518
Roswell, NM 88201
STATE OF New Mexico X
COUNTY OF (Chaves X

The foregoing instrument was acknowledged before me this
of _ August , 1985, by Norman L. Stevens, Jr.

Rondslld R Foil

15th day

" Notary Public
My Commission Expires:

' 8-11-86




IN WITNESS WHERECF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

August 15, 1985
Date /6' /

Charles B. Read
P.0. Box 1518
Roswell, NM 88201

STATE OF New Mexico X

COUNTY OF Chaves X

The foregoing instrument was acknowledgéa before me this 15th day
of August , 1985, by Charles B. Read .

Dridol! B. 2o T~

Notary Public

My Commission Expires:
3-11-86




o~

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest  Owner

R-15-%6

Date iy,

/Jl////

Jbe M. ngl
$.0. Box 15 8
Roswell, NM 88201

STATE OF pr /Zey,rfo X

COUNTY OF [/~ M X

The foregoing instrument was acknowledged before me this /& f% day

of _flgvs) , 1985, by Jer M. Wi

@pr#

' Notary Public

‘My Commission Expires:

R-1-5¢




¢

Ty

IN WITNESS WHEREQOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner
P22 -5

e (2 Lrictic / gwu

Claudia Baker

_Address: ,p@ ﬂo’x_—éjg/

L S 370 10

STATE OF gﬁ éé,ﬁ; I

COUNTY OF X

The foregoing instrument was acknowledged before me this 22 day

of , 1985, by o flee

Notaryéécu%?a é,,%’mf/

My Commission Expires:

— —

OFFISIAL SEAL
ADELYNE E. GILMORE

NI TARY PUBLIE . CALIFDRNIA
BOND FllLiED
N IN SANTA CRuz COUNTY
5s5iDN EXRIRES Dec. zs 198
td




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

_Working Interest Owner

ﬁuﬂod v, /14§ " { >
Date 144 %{) f ;

Wilfred E.‘Bfesingjkfrdstee

Victor F. Bogard, stee
Address: _Roy /j\v
(Q,mga?r Co G 50é(

STATE OF ( gf.‘gﬁ IV
COUNTY OF:.za LL‘ Crnr, X

nstrument was acknowledged before me this Jl {»4 day

The foregoing i
of s & , 1985, by il 0s . Cu 2 .

IS/ AN vfgi;m‘

Notary Public

My Commission Expires:

-2 Y

OFFICIAL SEAL |
HELEN R CAMPILL |

NOTARY PUBLIC - CALIFORNIA |
(

SANTA CRUZ COUNTY \
My comm. expires JUL 28, 1986 ’\(.




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

£-27- g5~

Date .
Brian Egbert ;C

address: 2/2/ 6—1&’&\/“/‘)/ Lﬂ.
. Lo,

STATE OF MAMM( AL S
COUNTY OF QMW\J X

The foregon.ng instrument was acknowledgjbefore me this (Q
of ﬁ}AJJAJAJ » 1985, by lR/LLILAw lQA;f .

rh
i day

MMMWUL/ A Brpwn

Notary Public

ommission Expires:

{Jb* a4, 19%9




. “.‘vl.'lv‘

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

(- 29~ ¢ ¢

= mt///flé;@/tm

Paul F. Glenn

Address: “\'Ll\» Bipek mc/(’namc,-
. i ‘2f3

state oF W RLIFORNIA |
county oF SPNTREAREARAY

Thg foregoing instrument was acknowledged befgfe me this EZC? - ' day
of vel - . 1985, by PHAVL F- QLlEN

. Llui L Cora 8>

Notary Public

My Commission Expires:
B R o T o TN T T T
: OFFICIAL c::JL
LJHK D C(}'Y}’ﬂ'l
N’\"’V’Y PUELIC-CALIFORNIA
SANTA B/ ARZARA COUNTY
-

ﬂ

My qum s5sion EA,Jz'es June 19, 188



IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

August 15, 1985
e

Read & Stevens, Inc.

P.0O. Box 1518

Roswell, NM 88201

Norman L. Stevens, Jr., Vice-President

STATE OF _New Mexico X

COUNTY OF Cchaves X

The foregoing instrument was acknowledged before me this 15th day
of Auqust, , 1985, by Norman L. Stevens, Jr, Vice-President

for Read & Stevens, Inc. a New Mexico Corporation.

Notary Public

My Commission Expires:
8-11-86




IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

q-72- ¢y

Date

Jﬂéﬁ}~h. Clark

Address: P.0O. Box 1518
Roswell, NM 88201

f
STATE OF Me / ﬂ'gﬁcg X

.COUNTY OF C/é,wu/ X

The foregoing instrument was acknowledged begfore me this [Zﬁé day
of ﬁépﬁgm& ¢ 1985, by S pmts 14¢ C/aj

Tandill B 2T~

Notary Public
My Commission Expires:

£/)-8h




IN WITNESS WHEREOQOF, the parties hereto have executed this
Agreement on the date opposite their respective signature.

Working Interest Owner

Date

Q&,Q‘(}é‘ ZQllng ‘ YAT?LWN

BY: < /

/wf; /J ,
CQTES DR G COMPANY
BY: /

¢

Nepl 2 1985

Date

2 ; ; !95, i MYCO USTRIES, ,INC.
D -

ate BY: /40
: 2 /,

Q% W Dl 1999 ABO PETKOLEUM ORAT
Date ' ‘ y/@/

BY
-/ /

" STATE OF NEW MEXICO X
CQUNTY OF EDDY X

The foregoing instrument was acknewledged before me on this

day of , 1985, by , Attorney
in-Fact for YATES PETROLEUM CORPORATION, L@ (baten s
Attorney-in-Fact for YATES DRILLING COMPANY, by < ' i\ o> . ,
Attorney-in-Fact for MYCO INDUSTRIES, INC., and by =3O Ot N aXaA -

Attorney-in-Fact for ABO PETROLEUM CORPORATION, all New Mexico ébrporations,
on behlaf of said corporations.

Notayy Public
My Commission Expires:

\*Yfkﬁ\‘¢ o sty E;Tlfi?Q/




7 ;?7\g;¢{¢14;) C 198 ¢

IN WITNESS WHEREQF, the parties hereto have executed this Agreement
on the date opposite their respective signatures.

WORKING INTEREST OWNER

e ,7

/f’/%/f.»’ o /// & //A
Date ' 7 John/ﬁ. Yates

7
o

///4/3?5 / AL\Z‘/

Date / "7 S.P. Yates \\// “"k’*

/ // ¢/ s ESTATE OF MARTIN YATES III
Date LILLIE M. YATES

BY g
Frank Yates, as Attorney-in-Fact
for Lillie M. Yates, individually
and, with Frank Yates and S.P.

Yates, Personal Representatives
of the Estate of Martin Yates

99

III.
STATE QF NEW MEXICO )
: ss
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this .
day of 7 levte ity / , 19, by JOHN A. YATES, S.P.

YATES, and by FRANK YATES, as Attorney-in-Fact for Lillie M. Yates, individually,
and, with Frank Yates and S.P. Yates,Personal Representatives of the Estate
of Martin Yates III.

My commission expires: ,7LLLﬁ/{k,?Yb) Lﬁ;\J¢L' [fuy’

Notary Public




United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Roswell District Office
P. O. Box 1397

INREPLY Roswell, New Mexico 88201

REFER TO:
3180 (065) :

NOV 211985
Burk Royalty Company
Attention: Al Norris
P. 0. Box BRC
Wichita Falls, Texas 76307
Gentlemen:
One approved copy of the South Lucky Lake Queen Unit Agreement, Chaves County,
New Mexico, filed on behalf of Burk Royalty Company, is enclosed. Such
~— agreement has been assigned No. NMO61P35-86U321 and is effective as approved

the same date of this letter.

Sincerely,

%W aan

Francis R. Cherry, Jr.
District Manager

Enclosure



CERTIFICATION—DETERMINATION

Pursuasnt to the authority vested in the Secretary of the Interior, the act

approved February 25, 1820, 41 Stat. 437, as ameaded, 30 U.S.C., secs. 181, et

seq., and delegatad to the District Manager, Bureau of Land H4anagement, I do

hereby:

A. Approve the attached agreement for the development and operation of
the Scuth Lucky Lake (Queen unit area, Chaves County, State of New
Hexico.

B. Certify and determiae that the unit plan of development aud operation
comtemplated in the attached agreement 18 necessary and advisable in
the public interest for the purpose of more properly coaserving the
natural resources.

C. Certify and determine that the drilling, producing, rental, minimum
royalty, and royalty requirements of all Federal leases committed to
said agreement are hereby established, altered, changed, or revoked
to conform with the terms and conditions of this agreement.

Pated

Qﬂg‘SQd.thuﬁaXL£§unquﬁ
District Manager,
Bureau of Land Management

HMCH1P35-564321

Contract No.



[

IN REPLY REFER 10

United States Department of the Interior 3120 (843¢-r

BUREAU OF LAND MANAGEMENT
NEW MEXICO STATE OFFICE
Post Office and Federal Building
P.O. Box 1449
Santa Fe, New Mexico 87504- 1449

DETAILED NOTICE OF COMPETITIVE OIL
AND GAS LEASE SALE
NEW MEXICO, ORLAROMA, and RANSAS

JANUARY 22, 1986

Rio Arriba, Sandoval, San Juan, Eddv, Chaves and Lea Counties, New Mexico
Canadian, Woods, Kay and Roger Mills Counties, Oklahoma
Edwards, Clark, Meade and Greelevy Counties, Ransas

UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF LAND MANAGEMENT, STATE
OFFICE, SANTA FE, NEW MEXICO. Notice is hereby given that 68 parcels of :
public and acquired lands totaling 10,605.77 acres within the known geological
structures of certain fields in the above counties in New Mexico, Oklahoma and
RKansas are offered for oil and gas leasing through sealed bids on the terms
hereinafter specified to qualified bidders of the highest bonus for the
privilege of leasing the lands under Section 17 of the Mineral Leasing Act of
February 25, 1920, (41 Stat. 437; 30 U,.S.C. 181) as amended and the Minperal
Leasing Act for Acquired Lands of August 7, 1947 (61 Stat. 913; 30 U.S.C.

Sec. 351).

THERE WILL BE A MINIMUM BONUS OF $25.00 PER ACRE FOR EACH NEW MEXICO AND
OKLAHOMA PARCEL OFFERED AND A MINIMUM BONUS OF $5.00 PER ACRE FOR EACR KANSAS
PARCEL OFFERED. 1t f{e the practice of the Department of the Interior to seek
to obtain Fair Market Value (FMV) in the sale, exchange, or other disposition
of pub’ic lands and resources (Viking Resources Corp., 80 IBLA 245 (1984)).
Towards that end, the Bureau of Land Management (a) establishes an
administrative minimum price per acre for parcels being offered for lease sale
and (b) assesses (estimates) the market value of those parcels. “No bid will
be accepted unless it is at or above the administrative minimum pric: per acre

and is also at or above the Government's estimate of the market value of the

parcel on which the bid was entered. The Government's estimate of value used
in bid acceptance should not be confused with the administrative minimum price
per acre publighed in this lease offering. 1In the majority of leases the
Government's estimate of value i8 higher than the administrative minimum price
per acre.”

LANDS OFFERED: The lands to be offered are shown on attached Exhibit "A".
(Each parcel number has been assigned a new serial nuamber).

WHEN AND WHERE TO SUBMIT BIDS: All bids must be submitted on or dbefore
4:00 p.m.,, Local Time, January 21, 1986, to the Bureau of Land Management,
Cashier's Office, Room 313-E, P. O. Box 1449, Santa Fe, NM B87504-1449.



Bids received after 4:00 p.m., January 21, 1986, will not be considered. Bids
will be opened at 9:00 a.m., Local Time, January 22, 1986, in the Conference
Room 109-B of the Main Post Office Building, located at 120 South Federal
Place, Santa Fe, New Mexico.

BIDDING REQUIREMENTS: Separate bids must be submitted on each parcel. Each
bid wust be submitted on Form 3000-2 and must be accompanied by Form 1140-6,
"Independent Price Determination Certificate”, to the effect that the bid was
arrived at by the bidder independently, and was tendered without collusion
with any other bidder. The bid form must be originally executed, and
accompanied by the following:

A bid deposit of one~fifth of the total amount bid, together with a certified

or cashier's check or money order, made payable to The Department of the
Interior = BLM.

The bid envelope must be plainlv marked that it is not to be opened before the
date and hour of the bid-opening, and must show the parcel number and the name
of the field. Bids may not be modified or withdrawn unless the modifications
or withdrawals are received prior to 4:00 p.m.,, Local Time, January 21, 1986,

SPECIAL INFORMATION: The bid form shall specify the total amount bid, The .
total amount bid, not a per acre amount, will be the basis for determining the
bonus bid. The deposits of other bidders will be returned upon acceptance of
the successful bid. The Department reserves the right to reject any and all
bids. Any bonus bid considered as inadequate on the basis of the estimated
value of the parcel will be rejected and the deposit returned. If a bidder,
after being awarded a lease, fails to execute the lease or otherwise comply
with the applicable regulations, his deposit will be forfeited.

In the event of a tie of the highest bids, the tying bidders shall be allowed
to submit within 15 days of notice, additional sealed bids to break the tie,
The additional bids shall include any additional amount necessary to bring the
total amount tendered to one-fifth of the total bonus bid.

The successful bidder shall certify compliance with Subpart 3102 prior to
issuance of the lease.

Bidders are warned against violation of 18 U.S.C. 1860, prohibiting unlawful
combination or intimidation of bidders. ¢

PAYMENTS REQUIRED: Prior to issuance of a lease, the successful bidder will
be required to furnish the remainder of the bonus bid, the first year's rental
and his proportionate share of publication costs. The successful bidder's
share of publication cost shall be that proportion of the total publication

cost that the number of parcels awarded to him bears to the number of parcels
awarded.

RENTAL AND ROYALTY: Any lease issued as a result of this offer will provide
for payment of annual rental of $2.00 per acre or fraction thereof, and a
royalty payable to the United States at the rate of 12k percent to 25 percent

for oil, and 12% percent to 16-2/3 percent for gas, in accordance with Form
3120-9, Schedule "B" which will be made a part of any lease issued.

-2-



BOND INFORMATION: A general lease and drilling bond in the amount of not less
than $10,000, conditioned upon compliance with all terms and conditions of the
lease must be furnished prior to entry and cozmencement of geophyeical
exploration or drilling operations by the lessee or his operator. If the
successful bidder has an approved full statewide or nationwide bond for public
and acquired lands in the States of New Mexico, Oklahoma, and Kansas no
additional bonds will be required.

REIMBURSEMFNT FOR COST OF PRIVATE SURVEY:

The legal descriptions for the parcels listed below were compiled by private
survey at the expense of the initiating party. Prior to lease issuance, the
successful bidder must reimburse the company or individual for the full price
of the survey as shown and provide such evidence to this office. This
evidence will be requested by the Bureau of Land Management from the
successful bidder at the time that the decision is rendered accepting the high
bid. The name and address of the party that initiated the survey will be
shown on such decision. THE COST OF THE SURVEY CANNOT BFE APPLIED TO THE LEASE
BONUS. If the successful bidder is also the same party who paid for the
private survey costs, such party must bear the required cost. If the listed
parcels are deleted from the sale or if the high bids are rejected for any
reason, the Bureau of Land Management will not be liable for reimbursement of
such costs and they must be assumed by the party who initiated the survey:

PARCEL NO COST
59 $¢ 154.00
60 $1,727.66

SPECIAL STIPULATIONS REQUIRED:

Parcels 1-9 are subject to the Canada Ojitos Unit. Prior to issuance of the
lezses, the successful bidders must join the Unit Agreement Yo.
14-08-0001-8526. The Operator is Benson-Montin-Grier Drilling Corporation,

Parcel 11 is subject to the Bureau of Indian Affairs, Navajo Indian Irrigation
Project, Special Stipulation as follows:

"No oil or gas facilities will be installed that will unduly interefere
with the construction or development of the area for agricultural purposes
in connection with the Navajo Indian Irrigation Project. The lessee must
clear with the Navajo Indian Irrigation Project Manager prior to the
installation of any oil and gas equipment so that modification or
relocation at a later date might be avoided. If the surface 1s being
utilized by an individual Navajo land user, compensation for &ll surface
damages and the loss of grazing area due to exploration and developument
activity is required.”

Parcels 12-1€ and 23 are subject to Important Cave Area Special Stipulation,
Roswell 5.

’

Parcels 42, 43 and 57 are subject to Important Seasonal Wildlife Habitat (Tirme
Restriction)} Special Stipulation, Roswell 2.




Parcels 21 and 22 are subject to Bureau of Reclamation Special Stipulation

Form 3109-1 and additional special stipulations and "NO SURFACE OCCUPANCY"
stipulation. :

Parcel 26 is subject to the South Lucky Lake Queen Unit. Prior to issuance of

the lease, the successful bidder must join the Unit Agreement No. RM
061P35-86U321, The operastor is Burk Royalty Company.

Parcels 29, 44, 45, 46, 47 and 4B are subject to Special Potash Stipulation,

Form 3100-13 (June 19R4).

Parcels 59 and 60 are subject to Special Stipulation, Oklahoma 1, regarding

periodic flooding.

Parcel 60 ig subject to Communitization Agreement MC 776. Prior to issuance

of the lease, the successful bidder must join the Communitization Agreement.

The operators are Tuthill and Barbee and Woodruff Drilling Company.

Parcel 61 is subject to the Corps of Engineers Stipulation Form 3109-2 and
additional special stipulations,

Parcels 62 and 63 are subject to the United States Department of Agriculture,
Forest Service Stipulation as follows:

The licensee/permittee/lessee must comply with all the rules and
regulations of the Secretary of Agriculture set forth at Title 36, Chapter
II, of the Code of Federal Regulations governing the use and management of
the National Forest System (NFS) when not inconsistent with the rights
granted by the Secretary of the Interior in the license/prospecting
permit/lease. The Secretary of Agriculture's rules and regulations must
be complied with for (1) all use and occupancy of the NFS prior to
approval of a permit/operation plan by the Secretary of the Interior, (2)
uses of all existing improvements, such as Forest development roads,
within and outside the area licensed, permitted or leased by the Secretary
.of the Interior, and (3) use and occupancy of the NFS not authorized by a
permit/operating plan approved by the Secretary of the Interior.

All matters related to this stipulation are to be addressed

to Forest Supervisor
Cibola Natioanl Forest

at 10308 Candelaria N.E.
Albuquerque, NM 87112

Telephone No. (505) 766-2185

who is the authorized representative of the Secretary of Agriculture.

ADDITIONAL INFORMATION, REQUIRFD FORMS AND COPIES OF ALL STIPULATIONS MAY BE

OBTAINED FROM THE BUREAU OF LAND MANAGEMENT, P. 0. BOX 1449,
SANTA FE, NEW MEXICO B7504-1449.

THE LIST SHOWING THE RESULTS OF THE SALT MAY BE PURCHASED AT A COST OF $5.00
FROM THE CASHIER, NEW MEXICO STATE OFFICE, P. O, BOX 1449,
SAYTA PE, NEW F’XICO B87504~-1449.



“-cel No. 24 - 40.11 Total Acres
.. 8 S., R. 28 E., NMPM

Sec. 5: Llot &

Chaves County - Undefined Field
NM 65395

Parcel No. 25 - 40.07 Total Acres
T. 8 S., R. 28 E., NMPM

Sec. 6: Lot 1

Chaves County - Undefined Field
N 65396

Parcel No. 26 - 80.00 Total Acres
T. 15 8., R. 29 E., NMPM '
Sec. 28: E4NE}

Chaves County - Undefined Field
NM 65397

Parcel No. 27 - 120.00 Total Acres

T. 15 S., R. 29 E., NMPM

Sec. 28: W4NEZ, NEASEZ

Chaves County - Undefined Field
NM 65398

Parcel No. 28 - 80.00 Total Acres
° 18 S., R. 29 E., NMPM

Sec. 23: NiNwi

Eddy County - Undefined Field

NM 65399

Parcel No. 29 - 399.36 Total Acres

T. 24 S., R.-29 E., NMPM

Sec. 1: Lots 2, 3, 4, SWiNEZ,
sinvwi, swi

Eddy County = Undefined Field

NM 65400

Parcel No. 30 - 279.88 Total Acres

T. 24 S., R. 29 E., NMPM

Sec. 5: Lot 1, SEANEZ, Si5%,
NE4SE2

Eddy County - Undefined Field

NM 65401

Parcel No. 31 - 120.00 Total Acres.

T. 24 S., R. 29 E., NMPM

Sec. 8: S4NEZ4, NWiSE:

Eddy County - Undefined Field
NM 65402

—
F 21 No. 32 - 240.00 Total acres

T. 24 S., R. 29 E., NMPM

Sec. 11: N4SW#, St

Eddy County - Undefined Field
NM 65403

Parcel No. 33 - 160.00 Total Acres
T. 24 S., R. 29 E., NMPM

Sec. 12: KNwi
Eddy County = Undefined Field
NM 65404

Parcel No. 34 - 320.00 Total Acres
T. 24 S., R. 29 E., WHMPM

Sec. 13: W%

Eddy County - Undefined Field

WM 65405

Parcel No. 35 - 80.00 Total Acres
T. 24 S., R. 29 E., NMPM

Sec. 18: E4NE?

Eddy County = Undefined Field

NM 65406 :

Parcel No. 36 - 120.00 Total Acres
T. 26 S., R. 29 E., NMPM

Sec. 23: E4SE%, SWiSE2

Eddy County - Undefined Field

NM 65407

Parcel No. 37 - 400.00 Total Acres

T. 24 S., R. 29 E., NMPM

Sec. 25: NE#, NiNWi, SEANWE,
NE4SWi, N4SEZ

Eddy County - Undefinea Field

KM 65408

Parcel No. 38 - 120.00 Total Acres
T. 24 S., R. 29 E., NMPN

Sec. 26: NENEZ, NEANWE

Eddy County = Undefined Field

NM 65409

Parcel No. 39 - 40.00 Total Acres
T. 24 S., R. 29 E., NMPN

Sec. 29: NEZINE:

Eddy County - Undefined Field

NM 65410

Parcel No. 40 - 40.00 Total Acres
T. 24 S., R. 29 E., NMPM

Sec. 33: SW#SE2

Eddy County - Undefined Field

KM 65411

Parcel No. 41 - 40.00 Total Acres
T. 24 S., R. 29 E., NMPM

Sec. 34: SW2SE:X

Eddy County - Undefined Field

NM 65412




AL NORRIS

—

A

January 16, 1986

TO ALL WORKING INTEREST OWNERS:

RE: South Lucky Lake Waterflood Unit
Chaves County, New Mexico

Gentlemen:
Burk Royalty Co. hereby requests and agrees that the above Unit
Agreement should be extended for an additional six months from
November 1, 1985.

Sincerely,

BURK ROYALTY COQ.

BN
£ ) e

Al Norris
Land Department

AN/cr

1000 PETROLEUM BUILDING P.0. BOXBRC VICHITA FALLS. TEXAS 76307 (817)322-5421




DALPORT OIL CORPORATION
s 3471 INTERFIRST ONE
DALLAS, TEXAS 75202

January 14, 1986

Burk Royalty Company
Post Office Box BRC
Wichita Falls, Texas 76307

RE: Expiration of South Lucky lLake Waterflood Unit,
Chaves County, New Mexico

Gentlemen:

Dalport 0Oil Corporation requests and agrees to the
extension of the above Unit Agreement for six (6) months from
November 1, 1985.

Yours very truly,
DALPORT OIL CORPORATION

P — N )
-7 A ? '*/z.:_,.f,(,/‘-ﬁ;///
W. L. Todd, Jr., Presidqﬁf

WLTJr/fm



5809 South Western, Suite 200
Amarilio, Texas 79M10-3607
Phone: 806/358-0181

T \ ]

Burk Royalty Company
P.0. Box BRC

Wichita Falls, TX 76307
Attn: Mr. Al Norris

Re: Exploration South Lucky Lake
Water Flood Unit
Chaves County, New Mexico
January 15, 1986

Gentlemen:

Bison Petroleum Corporation requests and agrees to the extension of
the subject Unit Agreement for six months from November 1, 1985.

Yours very tru{i;{gz1pr:zﬁzzz7
L 2

Bruce 0. Barthel
President

BOB/1j



UNITED BanNnk PLAZA PHONE 505 622-3770

400 N. PENN, SUITE 1D0O

CHARLES 8. READ ,@au/ & yM, jM

— PRESIDENT
EVENS, JR 0‘/ ga
JRMAN L. ST NS, JR.
VICE - PRESIDENT .@ ﬁ .@az 17518

Rosvell, Now Meico 58801

January 15, 1986

Burk Royalty Company
Post Office Box BRC
Wichita Falls, Texas 76307

Attention: Al Norris

Re: South Lucky Lake Water Flood
Unit Agreement Extension

Gentlemen:

This letter is to notify vou and all interested parties that Read & Stevens,
Inc. does agree to the extension of the unit agreement for six months from
. November 1, 1985, not only on its own behalf but also on behalf of all of those
o varties which obtained their interest in this Unit through Read & Stevens, Inc.,
be it overriding royalty owners or working interest owners. If we can be of
further assistance please advise.

Sincerely,

READ & STEVENS, INC.

//ébel M. ngley, Land Méﬁager

JW:arw



S. P. YATES
PRESIDENT

MARTIN YATES. Il
VICE PRESIDENT

JOHN A. YATES
VICE PRESIDENT

B. W. HARPER
SEC.-TREAS

207 SOUTH FOURTH STREET
ARTESIA. NEW MEXICO 88210

TELEPHONE (505) 748-1331

January 16, 1986

Burk Royalty Company

1000 Petroleum Building
P.0. Box BRC

Wichita Falls, Texas 76307

Attention: Mr. Al Norris

RE: Expiration South Lucky Lake
Waterflood Unit
Chaves County, New Mexico

Gentlemen:

Yates Petroleum Corporation, Yates Drilling Company, Myco Industries,
Inc., Abo Petroleum Corporation, John A. Yates, S.P. Yates, Estate
of Martin Yates III, and Lillie M. Yates all request and agree to
the extention of the above Unit Agreement for six months from
November 1, 1985.

Very truly yours,

YATES PETROLEUM CORPORATION
YATES DRILLING COMPANY

MYCO INDUSTRIES, INC.

ABO PETROLEUM CORPORATION
JOHN A. YATES

S.P. YATES

ESTATE OF MARTIN YATES III
LILLIE M. YATES

JB/kg



UNIT OPERATING AGREEMENT
SOUTH LUCKY LAKE QUEEN UNIT

CHAVES COUNTY, NEW MEXICO



UNIT OPERATING AGREEMENT
~ SOUTH LUCKY LAKE QUEEN UNIT
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LINIT OFERATING AGREEMENT
SOUTH LUCEY LAKE GQUEEN LNIT

CHAVES COUNTY. NEW MEXICO

THIZ AGREEMENT,. entered into as of the 1st day of Julsw,
@24 by and between the parties whoe have sisned the ariginal of
& instrument,. a countereart thereof,. or other instrument

agreeing to become a party hereto.

WITNESZSETH:

WHEREASZ, the parties hereto as Warkine Interest Cwners
have executed,. as of the date herecf. an Asreement entitied
"Unit Asreement.South Lucky Lake Bueen Unit Chaves Countvy, New
Mexica, herein referred to as "Unit Azreement",. which, amons
ather thinss, FProvides for a seprParate asreement to be entered
into by Workine Interest Quwrners to erovide for Unit Operations
as therein defined.

NOW, THEREFORE. in consideration of the mutual asreements
herein set forth,. it is asreed as follows:
ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

spfirmation of Unit Aereement. The Unit Asreement is

e s o s o S . i (it S S o $2ras Mo ik o S (e S o i S —— — 43018 A28 S

[l

1.1

hereby confirmed and by reference made a rFart of this Asreement.
The definitions in the Unit Agsreement are adopted for all
FPUurroses of this Asreement: If there is anv conflict between
the Unit Asreement and this Asreement. the Linit Agreement shall
sovelrT.

ARTICLE =

EXHIEBITE

2.1 Exhibits.

Z.1.1 Exzhibits A, B T and I of the WUnit Agsreement

are incorrorated herein by reference.



2.1.2 Exhibit E, attached heretas is a schedule showins
the Unit Particieation of each Workinse Interest Duwner. Exhibit
E, or a revision thereof. shall not be conclusive as to the
infaormation therein, except it mav be used as shawine the Unit
FParticirations shown to be in error or revised as herein authoarized.

Z2ala2d Exhibit F> attached hereto,. is the Accountine Procedure

applicabtle to Unit COrPerations. I¥ there is any caontlict between this
Aareement and Exhibit F, this Agreement shall sovern.

2.1.4 Exhibit G, attached hereto, contains insurance provisions

arrlicable to Unit QOrerations.

T.2 Revigion of Exhibits. Whenever Exhitiits 4, B or © are

revised, Exhibit E shall be revised accordingly and be effective
as of the same date. Unit COperator zhall also revise Exhibit E from

time to time as required to conform to chanses in ownershire of which
Lnit Qperator has been notified as provided in the Unit Asrcement.

2.7 Reference to Exhibits. When reference is made herein to an
exhibit, 1t is to the exhibit as ariginally attached or. 1f revised.
to the last revisian. '

ARTICLE =

SUPERVISION OF OPERATIONS BY WOREING INTEREST COWNEREZ

ercise overall supervisiaon and contraol of all matters rFrertainine to
Unit Operations pursuant to this Asreement and the Lnit Asreement.
In the emercise of such authoritv,. each Workine Interest Owner shall
act solely in its cwn behalf in the carpacity of an individual ocwner
and not on behalf of the owners as an entirety.

Z.2 Specific Authorities and Duties. The matters with respect
to which Workine Interest Dwners shall decide and take action shall
inciudes but not be limited to. the followinas?

Z.7.1 Method of Operation. The method of ocperations includ—

ins the tvre or tvwpPes af pPressure maintenance,. secondary recoverys. or
other recovery eroaram to be emrploved.

F.2.2 Orilling of Wells., The drilling of any well whether for



Froduction of Unitized Substances, for use as an indection wells or
for other Purroses.

Se2ed Well Recaompletions and Chanse of Status. The recomple-—

ticon. abandorment. or permanent change of status of any wells or the
wse of any well for indection or other Purposes.

Z2.2.4 ExPpenditures. The makinag of anyv sinale ewpenditure in

eéxcess of Zeven Thousand Five Hundred Dollars ($£7,.35300.00)5 however,

approval by Working Interest Qwners of the drilling: reworking, deerp-—

&ning, or Plumninq back of any well shall incltude approval of all

necessary exrpenditures resuired thcr«fnr, and for comPletine, testims,

and equipplns the wells. including necessary flow lines, serarators.
and lease tankase.

Z.2.% ispasition of Unit Esuirment. The selling ar cotheruwise

disposing of anv mador item of surplus Unit Esuierment. 1f the current
price of new eauipment similar thereto i1s Five Thowusand Dollars
($5,000,00) or more.

Z.Z.5 Appearance Before a Court ar Resulatoary Asency. The

designating of a representative to arrear before anvy court ar resula-—
tory agsency in matters pertaining to Unit Operationss hawever, such

designation shall not prevent anvy Workine Interest Cwner from appear-—

ine in Fperson or from desisnating anaother representative in its ouwn
behalf.

Z.2.7 Audits. The auditins of the accounts of Unit Cperator

rertaining to WUnit Orerations hereunders however. the audits shall

{(a) ot be conducted more than once a wvear excert
upon the resignation ar remaval of Unit Orer-
ator, and

(b)) be made upon the approval of the owner or awners
af a madority of Workin2 Interest other thanm that
of Unit Oreratar,. at the expense of all Woarkins
Interest Dwners other than Unit Oeerator. or

(o) be made at the exrense of thoze Workine Interest
Owners requecsting such audit, if owners of less
than a madaority of Working Interest, other than
that of nit Cperator. request such an audit, and

() e made uron nat less than thirty (30) davs”
written notice to Unit Orerator.



2.Z2.8 Inventories. The takinsg of periodic inventories under

b ot e i it i e S

the terms of Exhibit F.

2e2.% Technical Services. The autharizinag of charses to the
Joint Account for services by consultants or Unit OrFerator s technical
personnel not covered by the overhead charses provided by Exhibit F.

2.1.10 Assignments to Committees. The arpointment of committee

tao study any pProblems in connection with Unit Orerations.

Ze1.1Y The removal of lUnit Oeperator and the selection of a
M
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Z.2.12 The enlargement of the Unit Area.
2.2.12 The adiustment and readiustment of investments.

HeZ2e184 The termination of the Unit Aarcement.

2.2.1% Border Line Aareements.
ARTICLE 4

MANNER OF EXERCIZING SUPERVIZION

4.1 Desienation of Representatives., Each Workins Interest Ouwrner

shall inform Unit Operator in writins of the names and addres

ses of
the rerresentative and alternate wha are auvthorized to represent and
Bind such Working Interest Qwner with resepect to Unit Orerations. The

Representative or alternate mavr be changed from time to time by writ-
ten notice to Unit Orerator.

4.2 Meetines, A1l meetinss of Workinsg Interest Ouwners shall be
called byv Upnit Operator upon its cwn motion or at the resuest of two
(2) wor more Workinse Interest Owners having a total Unit Particiepation
then in effect of not less then ten Fercent (10%W). No meeting shall
be called on less than fourteen (14) davs’ advance written notice,
with asenda for the meetins attached. Workine Interest Cwners whao
attend the meeting mav amend items included in the asenda and maw
act upan an amended item or other items pPresented st the meetinse.

The rerresentative of Unit Operator shall be chairman of each
meeting.,

4.2 Voting Procedure., Workine Interst Cwners shall decide

211 matters comins before them as follows:



4.2.1 Votine Interest. Each Workine Interest Dwner shall have
a vatine interest esual to its Unit Farticiepation in effect at the
time of the vote.

2.2 Vote Reguired. Unless otherwise provided herein or in
the LUnit Agsreement. Workine Interest Qwriers shall determine all
matters by the affirmative vate of four or more Workine Interest
CDwners having a combined votinsg interest of at least sixty percent
(&0%)s howevers should any one Working Interest Cwner have more
then thirtv—-five percent (3IT%)Y voting interest, its nemative
vote or failure to vote shall not deteat a motion. and such motion
shall pass 1Ff arrroved by Workine Interst Cwners having a majority
vating interest, unless three or more Working Interest Quwners havine
a combined votine interest of at least ten rercent (10%) likewise
viote against the motion or fail to vaote

4,.323.2 Vate at Meetinag by Namattendine Warkine Interest Quner.
Fny Working Interest Cwner who is not rerresented at a meeting maw
vate on anv agenda item bv letter or telegram addressed to the re-
Fresentative of Unit Orerator if its vote is received eprior to the
viate at the meetins, provided the asenda items are not amended.

4,2.4 Foll Vaoates. Workineg Interest Cwners mavy vote on and de-
cide, by letter or telesram, anv matter submitted in writins to
Working Interest Qurners. If a meeting is requested, az provided
in section 4.2, within seven (7)) davs after a uwritten prorosgal
is sent to Workine Interest Quners, the vote taken bv letter or
telesram shall become final. Unit Orerator will sive promet
natice of the results of suych voting to all Workine Interest
wners.

ARTICLE ©
INDIVIDUAL RIGHTES OF WORKING INTEREST OWNERS

5.1 Reservation of Rights. Workine Interest Ouwners seaver—

ally reserve tao themselves all their rights,. excert as otherwise
rrovided in this Asreement and the Unit Qareement.

T.2 Srecific Rigshts. Each Workine Interest COwner shall have

amons athers. the following sepecific rigshts:

S5.2.1 Acces

Access to the Unit Area at all
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reasonable times to inspect Unit COeeraticans,. all wells. and the
records and data rertaining thereto.



Z.Z2.2 Rerorts. The riaht to receive from Unit Oreratar.
uron written resuest, cories of all rerorts to any sovernmental
agency, reports of crude oil runs and stocks,. inventory reports,
and all ather information epertainins to Unit Orerations. The
cost of gathering and furnishine information not ordinarily Fur-—
nished by Unit Operator to all Workineg Interezt Owners shall be
charged to the Working Intereest Owner that requests the infor-—
mation.

ARTICLE &
INIT OFERATOR

f.l Unit Operator. Burk Rovalty Co. is herebv designated as the

initial Unit Oererator.

.2 Resigsnation aor Remaval and Telection of Successar,. The re-—
signation or removal of Unit Orerator and the selection of a success
shall be soverned bv the provisions of the Unit Asreement.

ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT COFERATOR

7.1 Exclusive Right to Operate Unit. Subldect to the provisions
of this Asreement and ta instructions from Working Interest Juwners,
Unit Orperator shall have the exclusive risht and be oblisated to
canduct Unit Orerations.

7.2 Warkmanlike Conduct. Unit Operator shall conduct Unit
Orerations in a sooad and workmanlike manner as would a prudent op—
erator under the same or similar circumstances.. Unit QUperator shalil
freelw consult with Woarking Interest CQuwners and keer them informed of
all matters which Unit Operators in the exercise of its bhest Judge-
ments. cansiders imepartant. Unit OrFerator shall mot be lizable to
Warking Interest Cuwners for damases, unless such damases result
From its sross neslisence or williful misconduct.

7.2 Liens and Encumbrances. LUnit Operator shall endeavaor
to keep the lands and leases in the Unit Area and Unit Eaulirment
free from all liens and encumbrances occasioned by Unit Orerations,
excapt the lien and securitw interest of Unit Operator and Working
Interest COwners aranted hereunder.
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7.4 Emrlovees. The number of emplovees used by Unit Operator
in canductine Linit COperatioens, their selection, hours of Yabor,
and compensation shall be determined bv Unit Orerataor. Such
emFrlaryees shall be the emplavees of Unit Orperator.

7.5 Recaords. Unit Operator shall keer correct books, accounts,

and records of Lnit Operations.

7.4 Repoarts to Workine Interest Cwners. Unit Creerator shalld
furnish Working Interest Owners periodic rerorts of Unit OrFer-—
ations.

7.7 Rerorts to Governmental Authorities. Unit COrerator shall
make all rerparts to esovernmental authorities that it has the duty
to make as Unit Operator.

7.5 Engineering and Gealasical Information. Unit Orerator shall
furnish to a Workine Interest Qwner, wpon written request,. a copvw
of all lwoas and ather engineering and geocloaical data rFrertainins
to wells drilled foar Unit Operations. :

7.9 Expenditures. Unit Operator is authorized to make single

egupenditures not in excess of Seven Thousand Five Hundred Dollars
($7,500,00) without prior approval of Working Interest Cwners., I+
an emergency occurs, dnit Operator mav immediately make or incur
such expenditures as in its opinion are reguired to deal with the
emeraency. Unit Operator shall rerort to Workins Interest Qwners,
as promptly as possible, the nature of the éemersency and the action
taken.

7.10 Wells Orilled bv Unit Qrerator. ANl wells drilled bev Unit
ODrerator shall bhe at the usual rates prevailine in the ares. Unit
CrPerator may empPlow its own tools and equirment, but the charge there-—
for- shall not exceed the usual rates prevailing in the area. and the
work shall be performed bv Unit Oepzrator under the zame terms and
conditions as are uswgal in the area in contracts of inderendent
contractars doing work of a2 similar nature.

ARTICLE =
TAXES
2.1 Ad Valarem Taxes. Besinnine with the first calendar wear

after the Effective Date hereof,. Unit Ore ehall make and file
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all necessary ad valarem tax renditions and returns with the Prorer
taxing authorities with respect to 311 Prorerty of each Workina
Interest Owner used or held byv Unit Orerator foar Unit Operations.,
Unit Orkerator shall settle assessments arising therefrom. Al

such ad valorem taxes shall be paid bv Unit Orerator and charaed

to the Joint accounts however, if the interest of a Woarkine Interest
Uwner i1s subldect to a serarately assessed overriding rovalty interests
production pavment. or other interest in excess of a one—eiahth (1/5)
raovaltys, such Working Interest Cwner shall notifs Unit

Operator of such interest prior to the rendition date and shall be
agiven credit for the reduction in taxes Faid resultine therefrom.

Z.2 Other Tasxes. Each Workine Interest Dwner shall Pay orfr cCaudse

to be paid all productions everance. satherina,. and aother taxes
imrposed upan or with PeSPelt to the production ar handline of its
share of Unitized Substances.

ARTICLE =
INSURANCE
2.1 Insurance. Unit COperators with respect to Unit Operations,

{a) comply with the Workmen s CompPensation Laws
aof the Ztate.

(b)Y carry Emplover s Liability and other insurance
required by the laws of the State. and

(c) provide other insurance as set forth in Exhibit G

ARTICLE 10O
ADJAEETMENT OF INVESTMENTE

10.1 Persanal Froperty Taken Over. Uroan Effective Date,

Working Interest Qurers shall deliver to Unit Orerator the followine:

10.1.1 Wells., 811 wells comrpleted in the Unitized Faormatiorn.

10.1.2 Well and Lease Esuipment. The casing and tubineg in
cach wells the wellhead connections thereosn,. and 211 other lease
and corerating eauirment that is wused in the aperation of such wells
which Working Interest Dwners determineg is necessary ar desirable
for conductina Unit Orerations.



0.1.2 Records. A copv of all production and well recoards far

U]

such wells

10.2 Inventory and Evaluation of Persanal Fraorertv., Workine
Interest Dwners shall at Unit Expense inventory and evaluate. as
determined bv Workins Interest Qwners. the rersonal property taken
aver. Such imventory shall include and be limited ta those items
af esuirment considered contrallable under Exhibit "F" cucert,
urFoan determiration of Working Interest Dwners. items considered
noncontrallable may be included in the inventory in order
to insure a more eaquitable adijustment of investment. Casing shall
be included in the inventory for record purroses:s but shall be ewm-
cluded from evaluation and investment adiustment .

10,2 Investment Adiustment. Urpon apeproval by Workina Inmterest
af the inventory and evaluation,. investments shall be ad_
s faollows:

10.2.1 Inmitial Adiustment of Investments. Each Warkins
Interest Twner shall be credited with the value, as determined in
accordance with Section 10.2 above, of its interest inm all persaonal
Frarerty taken aover bv Unit Operator under Section 10.1.2 and charaed
with arn amount eaual to that obtained by multieiving the total value
of all such pPersanal praperty taken over bv Unit Orperator under
Section 10.1.2 bv such Workina Interest Owner's WUnit Particieation,
as shown in Exhibit "E". I+ the charee asainst any Workine
Interest Ownrner is gareater than the amount credited such Working
Interest Cwners the resulting net charge shall ke raid and in all
other respects be treated as anmvy other item of Unit Exrensze charge-
able amainst such Working Interst Cwner. If the credit to any Workins
Interest Owner 1is areater than the amount chareed asainst such Workins
Interet Owner,. the resulting net credit shall be Fraid to such Warkine
Interest Ouwner by Unit Orerator out of funds received by it in
settlement of the net charges described above.

10.4 General Facilities. The acauisition of warehouses, ware-
house stoacks, lease houses, campes,. facility swvestems. and office
buildines necessary for Unit COperations shall be by nesotiation by
the owners thereof and Unit Orerator, subliect to the arproval of
Workine Interest Qwners.

10.5 Ownershir of Personal Fraorerty and Facilities. Each
Working Interest Cwners individuallys shall by virtue hereot own
an undivided interest,. equal to its Unmit Particiration. in a1}
rPpersonal praorerty and facilities taken over or otherwise acauired bey
ilnit Orerator rursuant to this Agareement.

Do)
P



ARTICLE 11
LINIT EXFENZE

11.1 Basis of Charge to Workinag Interest Dwrners, Unit Operator
initiallyw shall pav all Unit Exwpense. Each Workinse Interest Ouwner
shall reimburse Unit Operator for its share of unit oreratine exrencse
in Froportion to the respective Unit Particieations of the rarties
hereto in effect at the time such exFense was incurred.

11.2 Budsets. Before or as soon as pPractical after the Effective
Date, Unit Orerator shall eprerare a budeet of estimated Unit ExrFrense
for the remainder of the calendar wear. and, on or before the first
dav of @ach Ausust thereafter: shall prepare a budeset for the en-
suing calendar wvear. A budaet shall zet forth the estimated Unit
Exrense bv auarterly periocds. Budasets shall be estimates only,. and
shiall be adiusted or corrected bv Working Interest Quwners and Unit
Orperatoar whenever an addustment or correction is pProrer, A copvy of
each budeset and adiusted budset shall be furnished promrtly to each
Workine Interest Cuwner.

11.3 Advance Billinss. Unit Oeperatoar shall have the risht. with-
out pPrejudice to other riashts or remedies. to resuire Workine Interest
Cwners to advance their respective shares of estimated Unit Expense by
submittine to Workine Interest QOuwners, on or before the 15th dayv of
any mornth,. an itemized estimate thereof for the succeeding month,. with
a request for pavment in advance. Within fifteen (15) davs after re-
ceirt of the estimate, each Working Interest Cwner shall ear to Unit
Urperatoar its share of such estimate.. Adiustments between estimated
and actual Unit Expense shall be made by Unit Orerator at the close of
each calendar month, and the accounts of Workine Interest Cuwners
shall be adiusted accordinglyv.

11.4 Commingling aof Funds. Funds received bv Lnit QOrerator under
this Asreement need not be searesated or maintained bv it as a
separate fund, but mav be commingled with 1its own funds.

i1.5 Lien and Security Interest of Unit Orerator and Working
Interest Quwners. Each Warkins Interest Ouwrner Grants to Unit

OrFerator a lien upon its 0iY and Gas Risghts in each Tract, and
a security interest inm its share of Unitized Substances when
extracted and its interest in all Unit EBEguirment. to secure pPavment
of its share of WUnit Exrense, together with interest thereon
at the rate of ten pPercent (10%) rFrer annum. To the extent that
Unit Operator has a security interest under the UWUniform Commercial
Code of the State, Unit Operator shall be entitled to exercise
the rishts and remedies of a secured party under the Code.
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The bringing of a suit and the obtainming of Judesment bv Unit
Operator for the secured indebtedrness shall not be deemed an
election of remedies or otherwise affect the lien rishts or
cecurity interest as security for the Pavment thereof. In
additian, uran default by any Waoarkins Interest Cwner in the ravyment
af its share of Unit Expense, Unit Orerator zhall have the riaht.
without pPrejudice to other rishts or remedies, to collect from the
Frurchaser the pProceeds from the scale of such Working Interest
Cwner- s share of Unitized Substances until the amount ocwed byv such
Workine Interest Owner. Plus interest has been Fald. Each rpurchaser
shall be entitled to relw uron Unit Crerator’s written statement
concerning the amount of any default. it Orerator srants a like
lien and securitv interest to the Workine Interest Ouwners.

11.46 Unraid Unit Exrense. If any Working Interest Owner fails
to rav i1ts share of Unit Expense within sixty (4£0) dave after
rendition of a statement therefor by nit Operator, each Working
Interest Cuwner asrees, upoan reguest by Unit Operator,. to rayv its
proFrortionate pPart of the unraid share of Unit Expense of the
defaultins Workine Interest Cuwners. Warking Interest Quwners that
FPav that share of Unit Expernse of a defaultine Working Interest
Cwner shall be reimbursed bv Unit Orerator for the amount so raid.
Plus anv interest collected thereon, wupon receirt by Unit Operator
of anv past due amount collected from the defaulting Workine Interest
Owner. Arv Working Interest Quwner so paving a defaulting Warkina
Interest fwner”s share of Unit ExFense shall., tao obtain reimbursement
thereofs be subrogsated to the lien and other rights herein sranted
Unit Operator.

11.7 Upcommitted Rovalty. Should an ocwner of a Rovalty Interest
in any Tract fail to become a Party to the Unit Asreement,. and. as a
result thereof, the actual Rovalty Interest pavments with respect to
such tract are more or less than the ravalty Interest pavments com-
Putéed on the basis of the Unitized Substances that are allaocated to
such Tract under the Unit Asreement, the difference shall be borne
bv or inure to the bhenefit of Working Interest Owners.: in pProrartion
to their respective Unit Particirations at the time the Unitized
Substances were produced’ however, the difference to be bormne by oar
inure to the benefit of Workins Interest Qwners 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
nitized Substances rroduced from the Tract. Such adiuvstments
shall be made by charses and credits to the Joint account.

11.8 Rentals. The Workine Interest Dwrers in each Tract shall
Fay all rentals. minimum roavalty. advance rentals or delav rentals
due under the lease thereon and shall cancurrentlty submit to the
Unit Operator evidence of pavment.

11,9 Carved-out Interest. If any working Interest Cwrner shall.



atter executins this asreement, create an overriding rovaltv. pro-
duction Pavment, net proceeds interest, rcarried interest or anv
other interest ocut of its Workine Interest, such carved—out interest
shall be subdect to the terms and erovisions of this asreement,
specifically includins. but without lTimitation. Sectiorn 11.% hereof
entitled "Lien and Security Interest of Unit Operators and Workins
Interest Quners.” If the Workins Interest Cuwner creatine such carved-
out interest (a) fails to pPavy any Unit Exrencse chargeable ta suych
Working Interest Qwner under this asreement. and the eroduction of
tnitized Substances accruing to the credit of such Workina Interest
Owner is insufficient for that purrpose, or (b)) withdraws from this
asreement under the terms and provisions of Article 17 hereof,

the carved-out interest shall ke chargeable with a pPro rata rortion
af all Unit Expense incurred hereunder, the same as thoush such
carved-out interest were a Warking Interest,. and Unit Orerator shall
have the risht to enforce agsainst such carved—out interest the lien
and all other rishts sranted in Section 11.5% for the Purepose of
collecting the Wnit Expense chargeable to the carved-out interest.

ARTICLE 12

NON-UNITIZED FORMATIONT

1iz.1 Right to QOrerate. Any Working Interest Cwner that now
as or hereafter acquires the risht to drill for and produce oil,
gas, or other minerals, from a formation underlvine the Unit Area
ather than the Unitized Formaticn, shall have the risht to do so noat-
withstanding this Agsreement or the Urnit Asreement. In exercisins
the risht, however, the Woarking Interest Cuwner shall exmercise care
to rrevent unreasonable interference with WUnit Operations. No
Warkine Interest Quwner shall rproduce Unitized Substances throush
any well drilled or operated by it. If anv Warking Interest Cwner
drilis anv well inta or throush the Uniticed Formation, the Unitized
Formation shall be protected in a manner satisfactory to Warkins
Interest Owners so that the production of Unitized Substances will not
be affected adverselw,

hia

ARTICLE 12

TITLES

13.1 Warranty and Indemnity. Each Workine Interest Ouner re-
Fresents and warrants that it is the cwner of the respective warkins
interests set forth operposit its name in Exhibit "B" of the Unit
Gareement, and aarees to indemnify and hald harmless the aother Warkins
Interest Qwrners from anv Toss due to failure, in whole or in Part, of
ite title to anv such interest, excert failure of title arising out of



Linit Cpeerationss however. such indemnity and any liability for breach
of warranty shall be lTimited to an amount esual to the net value that
has been received from the sale or receirt of Unitized Substances att-
ributed to the interest as to which title failed. Each failure of
title will be deemed to be effective, insafar as this Asrecement is
concerned, as of 7100 A.M. an the first day of the calendar month

in which such failure is finally determined. and there shall be na
retroactive adiustment of Unit Exepense, or retroactive allocation

of Unitized Substances or the proceeds therefrom. as a result of

title failure.

1Z2.2 Failure Because of Unit Orerations. The failure of title
to any Warkine Interest in anyv Tract because of Unit Operations. in-
cluding noneproduction from such Tract, shall not chanse the Unit
Farticirpation of the Workins Interest Owner whose title failed in re-—
tation to the Unit Particierations of the other Working Interest
Cwrniers at the time of the title failure.

ARTICLE 14
LIARBILITY, CLAIME, AND SUITS

14.1 Individual Liabilitv. The duties. obligations,. and
liabilities of Woarkine Interest Dwners shall be several and not
Joint or collectivesy and nothine herein shall ever be construed as
creating a Partrnershir of any kind, Joint venture, associatian.
ar- trust among Working Interest CQuwners. :

14,2 Settlements. WUnit Operator maw settle any sinsle
damase claim or suit invalvineg Unit Orerations i+ the expPend-
iture does naot exceed Two Thousand Five Hundred Dollars
($2,500,00) and if the pavment is in comrlete settlement of
such claim or suit. If the amount reauired for settlement ewm-—
ceeds the above amount,. Working Interest fwners shall assume
and take over the further handling of the claim or suit. unless
such authority is delemated to Unit COperator. &A1Y costs and
=rense of hanmndlins, settline,. or atherwise dischargaing such
laim or suit shall be an item of Unit Ewrense. If a claim
5 made asainst anv Working Interest QOwner or if any Workineg
Interest Owner is swed on account of any matter arisins from
Urit Operations over which such Workine Interest CQuwrner in-
dividually has no control because of the rishts =ziven Woarkine
Interest Dwners and Unit Operator by this Asreement and the
nit Asreement. the Workine Interest Cwner shall immediatelw
natify Unit Oeperator, and the claim or suit shall be treated as
any ather claim or suit involvinse Unit OrFreratiaons.

B I )

14,2 Litigation Involvins Unit. A1) litieation, and all



settlements or liability of damages arising thereunder. invalvins
o arising out of Unit Operations (specifically includineg but not
Timited ta actions by third rarties claimine damases by virtue of Unit
OrPperaticons) shall be deemed a nit expense under Artile 11 hereof.

ARTICLE 1%

LAWS AND REGULATIONS

1%.1 Internal Revenuwe Frovision. Notwithstandineg any pravisions

o
fir

¢in that the rishts and liabilities of the rparties hereunder are
ral and not Joint or collective, or that this Asreement and
-ations hereunder shall naot constitute a2 Frartnershir. if for
income tax purposes this Asreement and the orerations here-
are resarded as a pPartnershir:. then each of the rparties hereto
s to be excluded from the arprlication of 211 of the provisions of
.. Chapter 1, Subtitle A, of the Internal Revenue Code of
.4, as Pgrmittcd and authorized bv Section 741 of the Code and the
gaulations promulsated thereunder. Unit Ceerator is herebv author-—
zed and directed to execute on behalf of each of the rarties hereto
evidence of this electian as mayv be resuired bv the Secretary
of Treasury of the United Ztates or the Federal Internal Revenue
Service, includine specificallvw. but not by way of limitation. all
of the returns. statementss and the data required by Federal
resulations of the returns, statements. and the data resquired by
Federal Regsulations 1.74&1-2. Should there be any requirement that
each party heretoa further evidence this election. each party hereto
agrees to execute such documents and furnish such aother evidence as
mavw be reguired by the Federal Internal Revenue Service or as mav

be necessary to evidence this election. Each pPartv hereta further
aarees to mive any notices or take anv other action incansistent
with the election made heretber. If any pPresent aor future income

tax laws aof the state or states in which the Unit Area is located,
ar any future income tax law of the United States, contain Pro-—
visions similar to those in Subcharter K. Charter 1, Subtitle A

of the Internal Revenue Code of 1954, under which an election
similar to that provided bv section 741 of the Code is rpermitted,
¢ach of the pParties agrees to make such election as mayw be Per-—
mitted, or reauired by such laws. In makine this e¢lection. each

of the Parties states that the income derived bw such Party from

the operations under this Asreement can be adequatelw determined
without the computation of epartnershire taxable income.
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ARTICLE 14
NOTICES

14,1 Natices, A1l notices resuired hereunder shall ke in



writing and shall be deemed to have been properly served when
sent by mail or telesram to the address of the representative of
each Workineg Interest Quwner as furnished to Unit Operator in
accordance with Article 4.

ARTICLE 17
WITHDRAWAL COF WORKING INTEREST TWNER

17.1 Withdrawal. A Working Interest Cwner may withdraw from
this fAareement bv transferring, without warrant of title, either
gmpress or implied, to the other Workineg Interest Ounerss all its
i1 and Gas Rights exclusive of Rovalty Interests. tosether with
its interest in all Unit Eguiepment and in all wells used in Unit
drerations. The instrument of transfer mav be delivered to Unit
trerator for the transferees. Such transfer shall not relieve the
Workine Interest Qwner from anyv obligation or Viabkilitw incurred
prior to the date of the deliverw of the instrument of transfers
hoawever, the tender shall be accerted unless Workinse Interest Cuwners
decide within minetw (20) davs to terminate the Unit., The interest
transferred shall be cwned by the transferees in proportion to their
respective Unit Farticirpations then in effect. The transferees, in
FrorPartion to the respective interests so acauireds shall epav trans-—
feror, for its interest in WUnit Equipment. the net salvase value
thereof as determined bv Working Interest Owners. Inm the event
such withdrawing rPartv’'s interest in the aforesaid net sajvaae
value after deductine the estimated cost of salvagine same is less
than the withdrawing partv's share of the estimated cost of Plus-—
aing and abandoning all wells then beine used or held for Unit
Oreerations, then the withdrawing rParty, as a condition precedent
to withdrawal. shall pavw in cash to the rarty or Parties succeedine
to its interest a sum equal to the deficiency. After the date aof
delivery of the instrument of transfer, the withdrawine Workine
Interest Quwner shall be relieved from all further ablisations and
liability hereunder and under the Unit Asreement. and the rights of
such Workine Interest Owner hereunder and under the Unit Asreement
shall cease insofar as they existed bv virtue of the interest trans-—
ferred.

ARTICLE 1=
ABANDONMENT OF WELLE

1.1 Rishts of Former Jwners. If Warking Interest Duwners
decide to permanently abandon any well within the Unit Area prior
te termination of the Unit Agreement,. Unit COrerator shall eive
written notice thereof ta the Workins Interest Dwners of the Tract
an which the well is located. and thev shall have the option for
a periad aof ninety {(90) dave after the sendine of such notice to



notify Lnit Operator in writing of their election to take over and
ocwrn the well. Within ten (10) davs after the Workine Interest
Owners of the Tract have notified Unit COreratoar of their election
to take over the well: thew shall epaw Unit Operator, for credit to
the dJoint accounts the amount determined by Workine Interest Ouwners
to be the net salvase value of the casine and equipment in and on
the well. The Workine Interest COwners of the Tract, bv takineg oaver
the well, agree to seal off the Unitized formation, and ueron
abandormment to pluae the well in compPliance with arplicable Yauws

and resulations.

12,2 Plugaing., If the Woarkineg Interest CQuwners of a Tract do

rict elect to take over a well lacated within the Unit Area that is
prorosed for abandonment. Unit Orerator shall plus amnd abkandon
the well in compliance with arrplicable laws and resulatians.

ARTICLE 1%
EFFECTIVE DATE AND TERM

17.1 Effective Date. This Asreement shall become effectiv

i

whien the Unit Asreeement hbhecomes effective.

1.2 Term. This Agsreement shall continue in effect sa lans
as the Unit Agreement remains in effect. and thereatter until (a)
all unit wells have been pPlusaed and abandoned or turned over to
Workinsg Interest Quners in accordance with Article 20. (B) all Unit
Fauirment and real praperty acauired for the Joint account have been
dispased of bv Unit Orerator in accordance with instructions of
Working Interest Qwnerssy and (¢) there has been a final account—
ing.

ARTICLE Z0
ABANDONMENT OF OFERATIONZ

20.1 Termination. Upon termination of the it Asreement.

20.1.1 il and Gas Rishts. Qi1 and Gas Rights in and to
garch serarate Tract shall no lonmer be atfected bv this Asree-—
ment, and thereafter the parties shall be governed bv the terms
and Provisians of the leases, contracts and other instruments
affecting the serarate Tracts.



ans

as

20.1.2 Right to Operate. Workine Interest Quners of
Tract that desire to take over and cantinue ta aperate wells
ltowcated therean maw do so by pavine Unit Oeperator, for credit
to the Joint account, the net salvase values, as determined
bvw Warking Interest COwnerss of the Casine and equiement in
and on the wells taken over and by agreeing uran abkandonment
to Plug each well in compliance with arPlicable laws and re-—
aglations,

20.1.32 Salvasing Wells. Undit OrFerator shall salvaoe
much of the casing and eguirment in or on wells not taken over
bv Working Interest COwners of serarate Tracts as canm econamic~—

ally and reascnably

be Plugsed and abandoned in

be salvazmed.

and shall
comPpliance with

caudee the
arrlicable

lauws

wells tao

and resulaticns.
1.4 Cost of Abandornment. The cost of abandornment of
Unit Operations shall be Unit Expense.
20.1.% Distribution of Assets. Workinse Interest Owners
shall share in th;—;;;;;;;;;;;;—;;*;;;;_EquiPment, ar- the

proceeds thereof, in

[

21.1 Crieinal,

prorortiaon to

wounterearts or

their LUnit

ARTICLE 21

EXECUTION

Other

Farticipations.

Instrument. An

owner of a Working Interest mavy become a party to this Asree-—
ment by sisning the origsinal of this instrument,. and counter-—
rPart thereof, or other instrument agsreeins to become a pParty
hereta. The sianing of anvy such instrument s=hall have the
same effect as if all parties had signed the same instrument.
ARTICLE =22
SUCCESSORES AND ASSIGND

2. “yccessors and Assisns This Asreement shall ex-
tend to. be bindine wurons. and inure to the benefit of the
rParties hereto and their respective heirs, devisees, leasal
rePpresentatives: successars, and assigans. and shall con-—
stitute a coavenant runnine with the lands, lgases, and

interests covered herebv.

_...17._



EXHIBIT “"E"
To Unit Operating Agreement
SOUTH LUCKY LAKE QUEEN UNIT
Chaves County, New Mexico

July 1, 1984

Complied to Comply With Order No. R-5164

Of the Oil Conservation Commission of The State Of New Mexico

Unit Participation %

Burk Royalty Co.

- Dalport bil Coréo;atidn
Bison Petroleum CoréSration‘
Read & Stevens, et al
Yates Drilling Company
Abo Petroleum Corporation

Myco Industries, Inc.

New Mexico 0il Corporation

25.15 &
25.15 ;
10.60- % -
15.228125%
4.33 %
4.33 &

4.34 %

10.871875% -

100.00 &




J{OPAY — 197a

Recommendad by
Counced  of PC"OM

m 6a1, ’S:n raton Accountants Socwtees of
North Amnerca

I

|
Attached to and made a part of SOutlt Lucky Lake Queen Unit i
...Chaves County, New Mexico ‘

EXHIBIT ©"r "

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
1. Definitions i
“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 developmenl operation, protecnon and
maintenance of the Joint Property.

*Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Jomt ;
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 = -
supervxsmn of other employees and or contract labor direcily employed on the Joint Property in a field operat-
ing capacity.

“Technical Employees" shall mean those employees having special and specific engineering, geologxcal or other
professiona) skills, and whose primary function in Joint Operations is the handling of specific operating cond1—
tions and problems for the benefit of the Joint Property.

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

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

ek el e

2. Statement and Billings

_ Operator shall bill Non-Operators on or before the )ast day of each month for their proportionate 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 credxls shall be sep- ‘

.grately identified and fully described in detail.
3. Advances and Payments by Non-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 l
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) 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 connection with |
the collection of unpaid amounts, 7 o

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 ¢ 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 tweniy-four (2¢4) month period a Non-Operator takes’
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-Opcrators, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in 2 minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator.

P R S

6. Approval by Non-Operstors

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 10 which this Accounting Procedure is attached contains i
no contrary provisions in regard thereto, Operator shall notily 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- :

—_1 - .
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1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

L

2

4

¢

7

P

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

A. (1) Salaries and wages of Operator's field employces 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 salarics and wages are chargeable to the Joint Account under Paragraph 2A of this Section
1. 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 I1. 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
applicabic to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion I1.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section 11 _

Employee Benefits .

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirernent, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor
ccst chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator's actual

cost TMKTXEXEOCIKBNON L IDET0EBI L Srdx -
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 10 the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accnmulatxon of sur-
plus stocks shall be avoided.

Transportation -

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

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

B. If surplus Material is moved to Opcrator's warchouse 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 10 by the Parties. No charge shall be made 1o the Joint Ac-
count for moving Material to other properties belonging 1o 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 11 and Paragraph ). ii of Section 1II. The cost of professional consultant services and con-
tract services of technical personnel directiy engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical personnel not die
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Egquipment and Facilities Furnished by Operalor .

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities &t 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 raies currently prevailing in the immediate area
of the Joint Property.

B.. In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 207%. For automotive equipment, Operator may elect to use rates
published by the Petrolcum Motor Transport Association.

Damages and Losses to Joint Property o

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, thelt, accident, or other cause, except those resulting from Operator’s
gross negligence or willful misconduct. Operator shail furnish Non-Operator written notice of domages or losses
incurred as soon as practicable alter a report thereof has been recetved by Operator.

Legal Expense

Expense of handling, investigating and settling litigation or ciuims, discharging of liens, payment of judgments
and amounts paid for scttlement of claims incurred in or resuling from operations under the agreement or
pecessary 1o protect or recover the Joint Property, except that no charge for services of Operator’s legal staff
or fees or expense of outside attorncys shall be made unless previously agreed to by the Parties. All other legal
expense is considered o be covered by the overhead provisions of Scction 111 unless otherwise agreed to by the
Parties, except as provided in Section I, Paragraph 3.

—_2—
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Taxes
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.

Insursnce

Net premiums paid for insurance required to be carried for the Joint Operations for the protection 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 deall with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

1Il. OVERHEAD

Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing cosis, Operator shall charge
drilling and producing operations on either: c
{ ) Fixed Rate Basis, Paragraph 1A, or ’
( ) Percentage Basis, Paragraph 1B.

Unless otherwise agreed to by the Parties, such charge shall be in licu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable

NS

under Paragraph 2A, Scction 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. -

ii. The salaries, wages and Personal Expenses of Technical Employees and or the cost of professional consultant
services and contract services of technical personnel directiy 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 $___2,500.00
Producing Well Rate $ 250.00
(2) Application of Qverhgad - hxed 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 later, 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 datc 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 fifteen (15) or more consccutive 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 (18} 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 eharge for the entire month. ’

[2] Each active completion in a multi-completed well in which production is not comm’m—gled 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 connecied to a per-
manent sales outlet.

{4) A one-well charge may be made for the month in which plugging and abandonment operations
are compieted on any weill.

[5) All other inactive wells (including but not limited to inactive wells covered by unit allowable,
lease allowable, transferred allowablc, 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 Petrolcum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average woekly camings of Crude Petroleum and Gas Fields Produc-
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: To be negotiated.
{a) Development

e Percent { 4+) 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

e PeTCENt (%4} 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.

Application of Overhead ~ Percentage Basis shall be as follows:

For the purpose of determining charges onh 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 opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary 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 I1I1. All other costs shall be considered as Operating.

(2
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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 shali

charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess
of $10,.000.00

A. _S______ % of total costs if such costs are more than $_10,000.00 _ but less than $100,000.00_; plus
B. 3 __ % of total costs in excess of $.100,000.00 __but less than §1,000,000; plus

C. —2..___% of total costs in excess of $1.000,000. N

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.

3. Amendment of Rates

The Overhead rates provided for in this Section 111 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.

1V. 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 Opetator’s option, such Material may be supplied by the Non-Operator. QOperator shall make timely dispasition
of idle and,or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or salc to outsiders. Opcrator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. 'I‘he disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties. -

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

2. Transfers and Dispositions
Material furnished to the Joint Property and Matcnu! transferred from the Joint Property or disposed of by the
Operator, unjess otherwise agreed to by the Pames shall be priced on the following bases 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 quantily transferred, equalized to the Jowest
published price f.0.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 price, 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 al date of movement, as listed by a reliable
supply store or £.0.b. railway recciving point hearest the Joint Property where such Material is normally
available.

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

(a} At seventy-five percent (757:.) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally charged to the Joint Account as new Material, or
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(b} at sixty-five percent (657:) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was originally chorged to the Joint Account as good used Matcerial at 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 origina) 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.

Condition D

All other Material, including junk, 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 a basis comparable with that of jtems 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 equivaient to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price shou)d resuit in the Joint Account being charged with the value of the serwce ren-
dered by such Material. A

E. Pricing Conditions _

* (1) Loading and unloadmg costs may be charged to the Joint Account at the rate ot fifteen cents (15¢) per

hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section 1L - -

(2
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{2) Mbaterial involving erection costs shall be charged at applicable percentage of the current- knocked-down

price of new Material. ) -
3. Premium Prices . - - o
Whenever Materia) 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 Joiot Account for the -

required Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share-
of such Material suitable for use and acceptable to Operator. R

4. Warranty of Material Furnished by Operator - ' S

- Operator does not warrant the Material furnished. In case of defective Maleﬁnl, credit shall not be passed (0 the
Joint Account until adjustment has been received by Operator {from the manufacturers or their agents. -

_ V. INVENTORIES - ) -
The Operator shall maintain detailed records of Controllable Material. )

1. Periodic Inventories, Noticc and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material
Written nolice 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 jis taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

2. Reconciliation and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and :hortaées
shall be furnished 1o 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 aceountable only for shortages due 1o lack of reasonable diligence. R

3. Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property Xt 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.

4. Expense of Cenducting Periodic Inventories .

The expense of conductmg periodic Inventories shall not be charged to the Joint Account unless agreed to by the
" Parties.” -+ - R .




EXHIBIT "G"
To unit orperating asreement
SOUTH LIUICKY LAKE QUEEN IINIT
Chaves Count+w, New Mexico

INSURANCE PROVISIONS

tinit Operator shall carry the following insurance with
respect to operatiaons aon all lands subject to this asreement:

(a) Comprehensive general liability insurance, ex-
ciuding eproducts, with a sinale combined limit of
- $500,000 each accident for bodily inJuries or death
and property damase.

- (b) Automobile public liability and Property damase
insurance with a sinale combined Jimit of $3500,000
each acrcident for bodily injuries or death and
Prapert damase,

‘ (;) Such additional insurance as mav hereafter be re-
' quired bv law.

A1l insurance coverage required herebv shall be carried
a2t the Joint expense and for the benefit of the parties herete.
except for premiums for Automobile Public Liability and Property
Damage. -Insurance on Unit Operator’s fully owned esuipment. which
shall not be charged directlvy to the Joint account but will, in-
stead, be covered bv the flat rate charses assessed the unit of
such e¢quiement. Unit Operator will not carry fire, windstorm. or
explasion insurance covering operations hereunder. Unit Operator
shall require its contractors and subcontractors workine and pPer-
formins: services on lands committed hereto to comeplv with the
~workmen‘s compensation laws of the State and to carry other
~“insurance of the tvpes specified above and such amounts as the

Unit Oeerator shall deem necessary. ‘



IN WITNESS WHEREDF, the pParties hereto have executed
this Aoreement on the date oppPasite their reserective sian-
atures.

BURK ROYALTY C0.
Unit Operxitor and Working Interest Cwners

éiﬂillz LU{LAine-PPes;dent

P.0. Box BRC
Wichita Falls, Texas 7&307

STATE QF TEXAS y
COUNTY OF WICHITA )
: The Foresoins instrument was ackno edséd et re;me this .
____Eth _dav of - W ler_» 1934, bv vw____awiu‘;__;:y

Vice-President for Burk Rovaltv Co.» a Texas Corroration, -on
behalf «f said Corporation. - - :

\ i:%i}
&_‘& ) Qs_-_gk\bf;s@&%@i\_m
otary Public for the State gR JTexas

Mv commission expiresst

_____ V4185 __
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IN WITNESS WHEREOF, the parties hereto have executed this
Agreement on the date opposite their respective signatures.

YATES vr’br_zm CORPORATION - - -

By [ // / %4

/ 7 Kvtérney-in-

«YA'IES DRI NG COMPANY

By_/Z MW

1X4 <“-{n-Fact

MYCO INDUSTRIES, INC

f% --

rney-in-fact

ABO PETROLEIM CORPORATION

g E "_ I /é"tton;ey -in-Ea€t’

p.

TATE OF NEW MEXICO )

: 88
COUNTY OF EDDY )
The_f rego:Lng 1nstrument was acknowledged before me this g 770
day of -, 1984, by ) s
Attorney id-Fact for YATES PETROLEUM CORPORATION,
Y Attorney-:.n—Fact for YATES DRILLING COMP , by

:2:1&:& %‘4;4 Attorney-ln—Fact for MYCO INDUSTRIES INC., and by
\ k‘ - %,,;,4 , Attorney-in-Fact for ABO PETROLEUM CORPORATION,
alY New Mexich .corporations, on behalf of said corporatlong

My commission expires: _ZZu_a_M D TJ %f

Notary Public



IN WITNESS WHEREQF, the parties heretn have executed
this Aasreement on the date oppnsite their resepective sian—
atures.

BURK ROYALTY Ci.
nit Operator and Working Interest QCuners

BY:

R Dok FUS_Vice-rresident

P.0. Box BRC
Wichita Falls, Texas 742307

STATE OF TEXAS )

T COUNTY OF WICHITA )

The foresoin 1nstrument was ac?(:?ék § ed before me this
by Pregmdy W ..__..1

I ~dav of \_&:\D\____x 1924,
'-V1ce-Pre51dent for” Bwrk Rovalty Co.. & Texas Lanqrat;nns on
“behalf of :a1d Corporation. ) -

ATt

ctarwy Publ;c far the State TeAa:

My commission expPirest

o mewT

-18=~



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

DALPORT OIL CORPORATION
Working Interest Owners

N

sv: 40 T dam

W.L. Todd, Jr. =~ Presidjzf)n

3471 InterFirst One
Dallas, Texas 75202

STATE OF TEXAS X

oo X
COUNTY OF DALLAS

The- foregoing instrument was acknowledged before me this
)34 day of ({ecre@ 1984, by W.L. TODD, JR., President of
_Dalport 0il Corporation, a Texas Corporation, on behalf of
said Corporation. - ’ -

Notary Public, State of Texas

My Commission Expires:

' f{f?/ls{/g_c'/




Made a part of th: 1igreement styled Unit Agrcemen.
dated November 1, 1983.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

\.f{ -,7?‘,& - ﬂj
Date
STATE OF TEXAS X
_COUNTY OF ___BFXAR 1 ‘

~_ The forégéing instrument was acknowledged before me this ,;;‘%}4(,
day of )24 A, " . by David M. Horne, Agent and Attorney-in-Fact

of SPG Exploration Corp. ] , ol
S | ot ad . P ol LT it
Notary Public, State of Texas

My Commission Expires:

L4688 -




l‘{'.

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

READ & STEVENS, INC.

ATTEST: ' Working Interest Owners
' 7 ' > » N
N /0 -19-54
. . PP //'\ » {/
BY: .7 " L. ZZ. .  BY: .
"~ Joel M. Wigley, Secretary ;77’ Norman L. Stevens, Jr., Vice-President
o - >

P.O. Box 1518
Roswell, New Mexico 88201

STATE OF NEW MEXICO [

o X
COUNTY OF Chaves - 1

.- . The foreéoinq instrument was acknowledged before me this
19th day of October , 1984, by Norman L. Stevens, Jr., Vice-President
of Read & Stevens, Inc., a New Mexico Corporation, on behalf of

- said Corporation. ‘
-1 7/»
g;wz(w"‘( /6 ;z

Notary Public

My Comgissioﬁ Expires:

/46

B O




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

BISON PETROLEUM CORPORATION
Working Interest Owners

L (Q»vaé

- Bruce Barthel-PreSLdent

Amarillo Petroleum Bldg.
203 W. 8th st.
Amarillo, Texas 79101

“STATE OF TEXAS

B e

COUﬁTY,OF Randall

The fore901ng lnstrument was -acknowledged before me this
29¢  day of X /.. , 1984, by BRUCE BARTHEL, '
President for Bison Petroleum Corporation, on behalf of said
Corporation. ’

T - { 79 r/ J %/\ w/l{,b%
- ‘ Notary Public for/the State of Texas

My Commission Expires:

54




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

ROBERT S. BOAS
Working Interest Owner

Dat; ( 1((0{7/@ | sy

sTaTE OF v Aarke. X
o —7
county OF ALty /%—', k X

The foregoing mstrument was acknowledged before me this / Ot/\

da{r of kf}'om )4’9‘!' : by Robert S. Boas.
. : - ¥ - - o )
L . . éfx; Py 2IpY. Aﬂ% R

5 - Notary Publi&, State of Mlu, Up
My Commission Expires: 7 EUGENIA STURMS v

7 - WARY PPQUB%CS gf?aé% gfzgew York
o
K/w/u’\ Jo ) q gé‘ Qualified in Bronx County

Commession Expires March 30 1936



IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

CHARLES B. READ TRUST "A" #9
Working Interest Owner

Date: Pec | {9 8Y4 B@J CA_‘.‘L

STATE OF “4,.) Zggéczb X : .
COUNTY OF &W D o

" The Irégoing instrument was acknowledged before me this /02/&"
"day of 4 , 4, by ;é‘g ) Q ( %? L , Trustee for

the Charles B. Read Trust "A" #9. .

Notary Public, State of ~% .7h .

My Commission Expires:




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date

of execution.

CHARLES B. READ
Working Interest Owner

"'//k//ﬁf BY=./6A4(«/QV/’§

Date:

STATE OF AA‘( ﬂgx&() X _ .
COUNTY OFC ’ém ZQ 5 X

- "he fore901ng instrument was acknowledged before me this /M

- 'day of J'almﬁhza -] gs , by Charles B. Read. -

Notary Public, State "of Mow Merica

My Commission Expires:



IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

NORMAN L. STEVENS, JR.
Working Imterest .©wner_,
. ,/,/ 7 -

- A S i
—

/ TN
. , j . /’/\/ /
Date: ’1-//’%4 BY:_ " L / !\_\/

s

STATE OF ]\E(“w Niaviro g

‘COUNTYroF../gﬁ\IQS 1

) Th _f:oregéing 'i"nstz:}nnent was ackn'owledged before me this // M
“day of eﬁ_vu,/wv AN QQ by Norman L. Stevens, Jr.

Notary Public, State of fiey AMev (o

My Commission Expires:

3118




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

JOE M. WIGLEY _._
Working Interest Owner

7
Date: 1Y //gj/ BY‘V/}-‘I ///4) )

A

STATE OF  Adow AToY) ¢ X

COUNTY OF __ J\ﬁws X

:L‘he fqoregoing instrument was acknowledged before me this //7‘/

_ day of { um,(,u/l /ﬂ# + by Joe M. Wl%ley.,

Notary Publ:.c, State of ik, ANlev.n

My Commission Expires:

S5




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

BRUCE STUBBS
Working Interest Owner

pate: /2- /I~ €4 BY: ﬁdm

. ,/\_\/' K ‘) 7 ) .
STATE OF -—/jec/,yf/ L‘A{QJ,- X

% :
COUNTY OF ,/thf ) X
- * - The foregoing instrument was acknowledged before me this //'//L
day of __/ gyt Lo + by Bruce Stubbs~

lﬁC‘tﬁyht’ulﬁ)ic, State of 7 APl e

My Con;mission Expires:

A o 587

/



IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date

of execution.

Working Interest Owner

December 7-, 1984 BY: NM g. @é%

égﬁgé A. Clark

Date
STATE OF New Mexico X
COUNTY OF Bernalillo 1 -

= ; T_'he féi‘égoing instrument was acknowledged before me this Itk
day of _ December 1984 , by James/R.. Clark. /

Notary Public, State of /% /Ackicr—

My Commission Expires:

7



IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

Working Interest Owner

¥ ]2 ]84 s Ca/
Date - Geor . Clark
STATE OF New Mexico X
COUNTY OF Bermalillo |

The foregozng :Lnsttument: was acknowledged before me this 7th
day of °  December , by Geo e L Clark. ;

RN k\\ﬁ\m&\

Notary Public, State of New Mexico
My Commission Expir_:es: :

12-30-87




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date

of execution.

Working Interest Owner

/;Z‘;//_va (éfz’aﬁéq 7/ c/@a«'

Date Claudia Baker

 STATE OF (Mg y /e RN (A& X
coun'ry'OF S}{-A/;:»f- C’[uz_ X

- The foregoing instrument was acknowledged before me this 4[/

day of Mé/mfé,{’ (FE¥ ¢ by Claudia Bake/ %w

Nota%y 2ﬁb11c, gféte ofC;L4f

My Commission Expires:

Y et 200




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

Work:.ng Interest Owner

[ 2- 7’?% BY//:)/M’(/%

Brian Egbert

Date
STATE OF Kansas X
COUNTY OF i mean. — 1 , o ‘

i " _.The foregoing instrux'-nentrwas écknowledged before me this ’H-—K

day of g;g (e DL n ' by ‘Brian Egbert.

; mwho@ﬁ\u&(%\&\r\—f
Notary Public, State of [CC:,D NN

My Commission Expires:

\L&,L\K U 199 o #, | MARSHA A McLAUGHLIN
S Ly, oot Expires Joly 4, 1987




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

Working Interest Owner

joi7-Sy ~ BY: ‘-/&011?{4)7

. 2 N ; - ‘
Date » Wilfred E. Blessing, Trustee’

Te-

BY: (\qﬁ’cx g v%»«:‘r;qtg

Victor F. BogarJ, Trustee

STATE OF ¢ 4?' S ¢
.- CcounTY.OF X, A A dr-l
' . The foregoing instrument was acknowledged before me this |7 it
day of [ Pocine e G0 - BYWilfred E. Blessing and Victor F. -

Bogard, Trustees for VYvette Egbert, Linda Egbert, Toni Egbert, Stacey Egbert,

Randy Leigh Kil d Di ilgore— v
andy Leig gore and Diane Rene Ki goNotary Public, State of sod 7

My Commission Expires:

Nete K. en Y

HELE S
MOTARY FUZLIC - CA
SYITACT LT 001

(nomoerins




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date

of execution.

RS » W%QM

Paul F. Glenn

Date

s'_rAfs OF &R ‘UN ?\ X
CVOUVNTY o N ‘\R\\pr\ I

. The foregeoing instrument was acknowledged before
day of 'bt L EMBER + by Paul F. Glenn

Notary Put%ﬁ:, S‘ta-te/of g&:: 715

My Comm:.ss:.on Expires:.
OFFICIAL SEAL ™\

HELEN H. CLARK -

MARICOPA COUNTY
- My Commission Expires April 7, 1987



IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite his representative name the date
of execution.

Working Interest Owner

Ti’%/ﬁ £ %ﬂ»%

Date P &M Eﬂternrls )

STATE OF 2@ ZZW X
comry-or (4 st 1
" The foregoin instrument was acknowledged before me this_ . //ﬂ
day of %W . by-

of R&M Enterprises, a New México( P
Partnership.

naging Partner
half of said

Notary Public, State of :ﬂ‘ZQﬁZZ4£5a2

My Commission Expires:

&Aoé:f/
77




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

New Mexico 0il Corporation

ATTEST: Working Interest Owners

1

BY:://L//)% ZF%M BY: ' .

Secretary-Treas. L. C. HARRIS, President

P.0. Box 1714
Roswell, New Mexico 88201

STATE OF NEW MEXICO X

X
COUNTY OF Chaves X.

. " The fore901ng instrument was acknowledged before me this -
6th  gay of November = 1984 py.1. C. HARRIS , President

of Ne New Mexico 0il Corporation, a _ New Mexico Corporation, on behalf of
said Corporation. '

2ONALRAADL2ZADNTYT EERES LI 8 S S
& e, v s ]
@ TIPS B FOR T
< - i
PR
4 < .
(43 o B
« =
- /\
cﬁiotgw:) s:cm‘v.ar‘v Or _. A.- i
L (‘ Ny Commission El;\lhs -
. G SGELBCLL LTI '32 6 %'J""%

My Commission Expires:

‘July 15, 1986




IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite their representative names the
date of execution.

FISCO, INC.

Working ;nteresffgyner and Overriding Royalty
. /2 ‘Interest Owner

~

Date: /" /- ?4 BY’:’Z.

No . .
ATTEST rman L. Stevens, Jr

o ‘ o President

: Assistanf”Secretary-

STATE OF jfiw MQ% '
COUNTY OF '"L W i X

7 The foreg01ng lnstrument was asknowledged before me this /7*1é
day. of L liavled 7 1984 by Norman I.. Stevens, Jr s as
_President ' of said Corporation, on behalf of said
Corporation.. )

Notary Public, State of ﬂE;S Qﬁex?}a

My Comm1s51on Explres.

@»N 41 o




PROPOSED
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JANUARY 20, 1986



TABLE OF CONTENTS

Page
INTRODUCTION 1-2
SUMMARY AND CONCLUSIONS 3
INJECTION RATES AND PARAMETER 4
SECONDARY RESERVES 5-6
ECONOMICS _ 7
WATER AVAILABILITY AND FLOOD PATTERN 8
GEOLOGY 9-10
CURVE PRODUCTION HISTORY
Exhibit "A™" - Lease map showing Unit

boundary, tracts, and
injection pattern.

Exhibit "B" - Isopach Map
Exhibit "C" - Structure Map

Exhibit "D" - Location Map - Chaves County



PROPOSED SOUTH LUCKY LAKE QUEEN UNIT
Chaves County, New Mexico

INTRODUCTION

The South Lucky Lake Field is located in Township 15
South and Range 29 East which is 12 miles north of Loco
Hills in southeastern Chaves County, New Mexico.

Production from the field was first secured in 1972
from Dalport's Todhunter-Fed. Lease. Peak production was
reached in June, 1976 with a monthly average of 128 barrels
per day. Production as of September, 1983 averaged 26
barrels per day and cumulative production as of 10-1-83
was 181,596 barrels. There are presently 15 wells in the
field usable for flood purposes.

Completion practices did not vary widely from well to
well in the field. Most wells were completed by setting
either 4 1/2 or 5 1/2 inch casing through the formation
and cementing; the casing then being perforated for
completion and sandfracing.

Crude o0il is approximately 35° API and proceeds to
the producer at this time are approximately $27.56 per
barrel after deducting taxes. The purchaser is Navajo

Crude 0il Purchasing Co. and the Permian Corporation.



There are approximately 880 surface acres in the
properties being considered for inclusion in the flood.

First, discussion toward unitization was had at an
operators meeting held in 1978 in Roswell, New Mexico
and efforts to unitize have continued since that time;
the last meeting being held in Roswell on November 4,
1982.

The unit area was determined by including all the
acreage which appeared to have productive sand as
refleéted by the isopachous map. Some acreage is there-
fore included which does not have a well on the 40 acres.
It was felt necessary to include a minimum of this acreage

in order to protect the unit.



SUMMARY & CONCLUSIONS

The engineering committee anticipates that:

(1)

(2)

(3)

(4)

(5)

Secondary oil can be produced at

a ratio of 1.0 to that of estimated
ultimate primary which would yield
approximately 182,000 barrels of
additional oil.

The life of the flood would extend
over a period of approximately 15
years.

A total profit of $3,025,438 before
Federal Income Taxes would be gathered
over the life of the flocd.

An effort to unitize the field has

been made using the following

formula: Net Ac-Ft of Pay - 1/3
Cum. oil prod. - 1/3
Present oil prod. - 1/3

The working interest owners have
accepted the above listed parameters

for unitization.



INJECTION RATE AND FILL-UP TIME

From waterflood experience in the area, injection
rates should average 300 b/d/well during fill-up. Fill-
up time should take about 17 months, but the first
increase in production should occur about 5 months after
water injection is initiated. 1Initial injection rates
should be about 2100 b/d into 7 injection wells. Water
for flooding will have to be purchased from the City of

Carlsbad lines.

PARAMETERS

After discussing many parameters, the following
formula was selected and agreed upon by the working
interest owners.

Tract participation: 1/3A + 1/3B + 1/3C

Where A = Net acre-~feet of pay in each tract.

B = Cumulative 0il production in each tract
through September, 1983.
C = Present o0il production in each tract.



SECONDARY RESERVES

The nearest Queen Sand flood is that of the Sulimar
field which is directly East of this property and
operated by Jack McClellan. The Sulimar flood has
recovered more than twice the primary production under
waterflood. The purpose of the above is to indicate
that floodable Queen Sand is located in the immediate
vicinity of the proposed Lucky Lake Unit. It is, of
course, well knoWn that there have been many success-
ful Queen Sand floods over a portion of New Mexico and
Western Texas.

Bﬁrk Royalty Co. operates the Double "L" Queen Unit
which is within a few miles of the proposed waterflood.
This flood has been very successful as present production
is over 400 barrels per day. More than 600,000 barrels

has been recovered under the secondary waterflood.

BASIC DATA:

Original 0il in Place

7758 X Ac-Ft X Sat. X Porosity
Formation Vol. Factor

O0IP =

7758 X 1727 X 0.65 X 0.23
1.2

= 1,669,176 barrels

Primary Recovery Efficiency - % of OOIP

Pri. Rec. = 181,596/1,669,176 = 10.88%



Secondary Recovery

*Sec. Rec. = 1.0 X Primary 0Oil Recovery

1.0 X 182,000

182,000 barrels

*This is a very conservative estimate and will
probably be exceeded. The Sulimar Flood, which
is 5 miles East of the South Lucky Lake, has
recovered over twice as much secondary oil as
primary oil production. -



ECONOMICS

The economic analysis which follows has been
determined using figures which are thought reasonable
for the depth and area.

OPERATING COSTS

Average Operating Costs are expected to be $3,500/
well/year, including district level overhead.

Raw water required for fill-up and make-up is
estimated to cost 6.0¢/barrel,

Handling of produced and make-up water is
estimated to cost 15¢/barrel (Includes plant
operating expense)

Workover Cost at $1,000/well/year - first 3 vyears.

INVESTMENTS - FLOOD INSTALLATION

Well conversion expense @ $3,000/well, 8 wells = $ 24,000
Water Plant - designed to handle 2,500 B/D = 80,000
Injection Lines & System = 55,000
Water Return System = 98,000
Relocate Batteries & Consolidate = 50,000
Injection tubing = 62,000
Pumping Units (8 - 57D @ $8,500) = 68,000
Electrification of Unit = 60,000

$497,000

ECONOMIC ANALYSIS -~ WATERFLOOD, Unit Effective 3-1-84

0il Price = $27.75 (Net)

INCOME :
Net 0il 182,000 B @ $27.75 = $5,050,500
Net Gas Estimated = 50,000
Total $5,100,500
Net Income After .125 Royalty = $4,462,938
Total WI Income $4,462,938
EXPENSE:
Investment $497,000
Workover 45,000
Well Operation 787,500
Water Cost 75,000
Water Hauling 33,000 $1,437,500
Profit BFIT $3,025,438



WATER AVAILABILITY AND FLOOD PATTERN

It appears that the only readily available water
supply is that furnished by the City of Carlsbad of
New Mexico. This company is furnishing water for the
Double "L" Queen flood. The price of this water would
be 6.0¢ per barrel if the Unit lays the line to the
water source.

A map is included which indicates proposed injection
wells.

The following wells are to be converted to water
injection wells:

Tract 1 - No. 1

Tract 2 - No. 1

Tract 2 - No. 4

Tract 3 - No. 1

Tract 4 - No. 1

Tract 5 - No. 1

Tract 7 - No. 1



GEOLOGICAL REPORT

The South Lucky Lake Queen Field is productive from
Permian Queen sand at depths of 1,700-1,820 feet. It is
a stratigraphic trap caused by loss of porosity and
permeability updip to the west, forming a concave-eastward
pinch-out line. Water is found on the down-dip margins
of this trap. Dip is 40' to 60' per mile in an easterly
direction, and there is a prominent east-trending nosing
in the center of the field.

Initiélly, several wells on the west margin of the
field exhibited GOR's in excess of 10,000-1 due to proximity
to the gas cap to the west.

A gas-0il contact was originally found at a Queen datum
of +2,085' in the Dalport #1 Jones-Federal, NW SW Sec. 22.
Due to gas withdrawals in the gas cap, the G/0 contact has
moved updip to the west and is now at a datum of +2,094"'.
This is proven by the fact that the Yates #1 Kimes, NE NE
Sec. 28, was a gas well at a datum of +2,094'. Some oil
was recently tested from this well.

The high GOR wells were:

Dalport #1 Jones-Federal NW SW Sec. 22, 15S-29E

Dalport #2 Jones-Federal SW SW Sec. 22, 158-29E

Dalport #2 Owen-Federal NE NE Sec. 21, 158-29E

This gas is 500 BTU and contains 60-65% nitrogen.



The oil/water contact is at +2,066' and was encoun-
tered in the Dalport #4 Jones-Federal, SE SW Sec. 22. There
is no effective water drive in the field, as the drive
mechanism is due to expansion of the gas cap and solution
gas. The western edge of the field is delineated by tight
sand in a dry hole in the NE SW Sec. 21.

The pay is gray-brown, fine-grained to very fine-
grained, well sorted, subrounded quartz sand. Black dead
0il {gilsonite) is found in most wells. Although several
wells were drilled with rotary rigs, only one core was
taken in the Dalport #3 Jones-Federal.

Average data is as follows:

Net pay 10' 0il saturation 17.5%

Porosity 23.8% SW saturation 49.4%

Permeability (over 5 md) 102 md

Net pay was estimated from neutron logs, cable tool

samples, and the core analysis.

10
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PROPOSED SOUTH LUCKY LAKE QUEEN UNIT

Chaves County, New Mexico
REVISION

Cumulative oil production through August, 1985 was 194,945
barrels.
0il production for August, 1985 was 580 barrels. The
0il production curve .has been extrapolated to include
this figure. o
Present price of crude sold is $26.79 per barrel.
Burk Royalty Co.'s Double "L" Queen Waterflood has
produced 876,416 barrels of secondary oil through
November, 1985.

City of Carlsbad water cost is 8.0¢ per barrel.



