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Township 20 South, Range 36 East, N.M.P.M.

Section 21: S2

Section 22: NE/4 and S/2

Sections 26-28: All

Section 29: NE/4

Section 32: E/2

Sections 33-35: All

Township 21 South, Range 35 East, N.M.P.M.
Section 1: Lots 3-6 and 11-14, and SW/4 (W/2 equivalent)
Section 2: Lots 1-16 and S/2 (All)
Section 3: Lots 1-16 and S/2 (All)
Section 11: N/2

Section 12: NW/4

Containing 7,977.30 acres of federal, state, and fee lands.
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
WEST EUMONT UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, cntercd into as of the 1* day of November, 2017, by and between the partics subscribing, ratifying, or
consenting hereto, and herein referred to as the “parties hereto,”

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 4] Stat. 437, as amended, 30 U S.C. Sec. 181 et seq., aulhonus chenl
lessees and their representatives 1o unite with each othcr, or jointly or scparatcty with others, in dopting and of g 0
or unit plan of development or opcmnon of any oil or gas pool, field, or !ike area, or any part thercof for lhe purposc > of more properly conscrvmg

the natural thereof wh $ and certificd by the Sccrelary of the Interior to be necessary or advisable in the public interest;
and

WHEREAS, the Commissioner of Public Lands of tho State of New Mexico is authorized by an Act of the Legislature (Section 1,
Chapler 88, Laws 194), as amended by Section 1 of Chapter 176, Laws of 1961) (Chapter 19, Article 10, Section 45, New Mexico Statutes 1978
d), to to and app the develop or operation of State lands under agrecments made by lessees of State Jand jointly or

sevmlly with other lessces where such agreements provide for the unit operation or development of part of or all of any oil or gas pool, field or
area; and

WHEREAS, the Commissioner of Public Lands of the Stote of New Mexico is authorized by an Act of the Legislature (Scetion 1,
Chapter 88, Laws 194, as amended by Section 1, Chapter 162, Laws of 1951) (Chapter 19, Article 10, Section 47, New Mexico Statutes 1978
Annotated) to amend with the approval of lessee, evidenced by the lessec's ion of such agr or otherwise, any oil and gas leasc
embracing State lands so that the length of the term of said lease may coincide with the term of such agrcements for the unit operation and
development of part or all of any oil or gas pool, ficld or area; and

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

WHEREAS, the Oil Conservation Division of the Energy and Minerals Departinent of the State of New Mexico is authorized by law
(Chapter 65, Article 3 and Article 14, N.M.S. 1953 A d) to approve this Ag and the consecvation provisions hereof: and

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

WHEREAS, it is the purpose of the parties hereto to conserve natural resources, prevenl waste, and secure other benefits obtainable

" h d. 1

gh F and operation of the arca subject to this Agreement under the terms, conditions, and limitations herein set forth;

NOW THEREFORE, in ideration of the premises and the promiscs hercin d, the partics hereto commit to this Agreement
their respective interest in the below-defincd Unit Arca, and agree scverally among thewmselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS. Thc Mincral Leasing Act of February 25, 1920, as amended, supra, and all valid

perti mgulauons luding op g and unit plan regul h forc issued th der or valid, pertinent, and reasonable rcgulanons
hereafter issued der are P nnd made a part of this Agreemeni os to Federal lands, provnicd such regulations arc not i

with the terms of this Agrecment; and as to non-Federal lands, the oil and gas operating regulations in effect as of the Effective Date hereof
goveming drilling ond producing operations, not inconsistent with the terms hereof or the laws of the state in which the non-Federal fand is
located, are hereby accepted and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of this Agrecment, the following terms and expressions as uscd hercin shail
mean: :

(8) "Unit Arca” is defined os those lands described in Exhibit “B* and depicted on Exhibit "A® hereof, and such fand is hereby designated and
recognized ns constituting the Unit Area, containing 7,977.30 acres, more or less, in Lea County, New Mexico.

{b) “Land Commissioner” is defined ns the Commissioner of Public Lands of the State of New Mexico.
(c) "Division® is defined as the Oil Conservation Division of the Department of Energy and Minerals of the State of New Mexico,

(d) "Authorized Officer” or “A.Q." is any employce of the Bureau of Land Management who has been delegatod the required authority
to act on behalf of the BLM.

(¢)"S y" is defincd as the S y of the Interior of the Uniled States of Amierica, or his duly authorized delegate.

() "Department” is defined as the Department of the Interior of the United States of America.
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() "Proper BLM OfTice" is defined as the Bureau of {.and Management office having jurisdiction over the federal lands included in
the Unit Acca.

(h) "Unitized Formation” shail mean that interval underlying the Unit Arca, the vertical limits of which extended from an upper limit
described as the top of the Yaics Formation to a fower limit at the bass of tho Queen F ion; the geologil kers having been
previously found to occur at 3,100 [eet and 4,208 feet, respectively, in Amerada Petroleum Corpornuon s #1 WE “D” State well
(located at 1980 feet FSL and 660 fect FEL of Section 27, T-20-S, R-36-E, Lea County, New Moxico) as rccorded on the
Schlumberger Electrical Log taken on March 25, 1954, said log being measured from a derrick (loor clevation of 3,586 feet above sea

level.
(i) "Unitized Substances™ are all ofl, gas, g b , sutphur incd in gas, cond: distillate and oll associated and
constituent liquid or liquefiable hydrocarbons, other than outside sub within and produced from the Unitized F

(j) “Tract® is each parcel of tand described as such and given 8 Tract number in Exhibit *B*.

(k) "Tract Participation® is defincd us tic p ge of participation shown on Exhibit “B* for allocating Unitized Sub wa
Tract under this agreement.

(1) "Unit Participation® is the sum of the percentages obtained by multiplying the Working Intercst of 8 Working Interest Owner in
each Tract by the Tract Participation of such Traet.

{m) “Working [nterest” is the right to search for, produce and ire Unitized Sut hether held as an incident of ownership of

mineral fee simple title, under an oil and gas lease, operoting 1agrecmt:m, or otherwise held, which interest is chargeable with and
obligated to pay or bear, either in cash or out of production, or otherwise, all or a portion of the cost of drilling, developing and
producing the Unitized Substances from the Unitized Fi ion and ions thereof b der. Provided that any royalty interest

d out of & working interest subseq to the ion of this .A: by the owner of the working interest shall continue to
be subject 1o such working interest burdens and obligations.

(n) "Working Interest Owner” is any party hercto owning o Working Interest, including 2 carried working Interest owner, holding an
interest in Unitized Substances by virtue of a lcase, operating agreement, fee title or otherwise. The owner of oil and gas rights that are
free of lease or other instrument creating a Working Interest in another shall be regarded as 8 Working Intercst Owner (o the extent of

scven-cighths (7/8) of his interest fn Unitized Substances, and as a Royalty Owner with respect to his remaining one-eighth (1/8)
interest therein.

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

(p) "Royalty Owner” is the owner of u Royally Intcrest.

{q) "Unit Opecrating Ag| is the agl entered into by and between the Unit Opcerator and the Working Interest Owners as
provided in ‘Section 9, mfm and shall be styled "Unit Operating Agr West E Unit, Lea County, New Mexn:o

(r) "Oil and Gas Rights" is the nshl to axplore, devclop and operate lands within the Unit Area for the producuon of Unitized
Substances, or to share in the prod so ined or the p ds thereof.

(s) "Outside Sub " is any sut btained from ony source other than the Unitized Formation and infected into the Unitized
Formation.

{t) *Unit Manager* is any person or corporation appointed by Working Interest Owners lo perform the duties of Unit Operator until the
selection and qualification of a successor Unit Operator os provided for in Section 7 hereof.

(u) "Unit Operator® is the party designated by Working Interest Owners under the Unit Operating Agl [ duct Unit
Operations.

{v) "Unit Operations” is any operuti d d p to this Ag and the Unit Operating Agreement.

(w) “Unit Equip " is all p | propersty, leasc and well cquipment, plants, and other facilities and equipment taken over or

otherwise acquired for the joint account for use in Unit Operations.

(x) "Unit Expensc” is all cost, expense, or indebtedness incurred by Working Interest Owners or Unit Operator pursuant to this
Agreement and the Unit Operating Agr for or on of Unit Operali

(y) “Effective Date*® is the date determined in accordunce with Scction 24, or as re-determincd in accordance with Section 39.

SECTION 3. EXHIBITS. The following exhibits erc incorporated herein by reference: Exhibit "A” attached hereto is a map showing the Unit
Area and the boundaries and identity of tracts and leases in said Unil Area to the extent known to the Unit Operator. Exhibit "B* attached hereto
is a schedule showing, to the cxtent known to the Unit Operator, the acreage comprising each Tract, p ges and kind of hip of oil and
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gas imcrcsts in all land in the Unit Arca, and Tract Participation of cach Tract. Howcver, nothing herein or in said schedule or map shall be

d as a rep! ion by any party hercto as to thc ownership of any intercst other than such interest or interests as are shown in said map
or schedule as owned by such party. The shapes and descriptions of the respective Tracts have bccn cslubhshcd by using the best information
available. Each Working Owner is responsible for supplying Unit Op with fating to each Working Interest

Owner's intorest. If it subscquently appears that any Troct, because of diverse royalty or working intercst ownership on lhe Effective Date hereof,
should be divided into more than one Tract, or when any revision is requested by the A.Q., or any correction of any error other than mechanical
migealeulations or clerical is needed, then the Unit Operator, with the approval of the Worklng lnlerm Owners may correct the mistako by
revising the cxhibits to conform to the focts. The revision shali not include any Tusti i B Of & used in
determining Tract Participation. Each such revision of an oxhibit made prior to thirty {30) dnys nﬁcr the Effective Date shall be effective as of the
Effective Date. Each other such revision of an exhibi shall be cffective at 7:00 a.m. on the first doy of the calendar month next following tho
filing for.record of the revised exhibit or on such other date ax may be determined by Working Interest Owners and sct forth in the revised
exhibit. Copics of sueh revision shall be fited with the Land Commissioner, and not less than four coples shall be fited with the A.O. In any such

revision, lhem shall be no retroactive allocation or adjustment of Unit Expense or of interests in the Unitized Substances produced, or procecds
thereof.

SECTION 4. EXPANSION. The above described Unit Area may, wnh the appmvnl of the A.O. and the Land C issioner, when practicabl
be expanded to include therein any additional Tract or Tracts regas ly y or advisable for the purposes of this Agrccmcnl
provided, b m such cxpansion there shall be no ive allocation or adj of Unit E: or of i in the Unitized
Sut duced, or p ds thercof. Pursuant to Subsection (b), the Working Interest Owners may agree upon an adjustment of investment
by reason of the cxpansion. Such expansion shall be effected in the following manner:

(a) Thc Worlmg tnterest Owner or Owners ol‘ a Tract or Tracts desiring to bring such Tract or Tracts into this unit, shall file an
app herefor with Unit Op q g such admissi

(b) Unit Operator shall circulate a notice of the proposed expansion to each Working Interest Owner in the Unit Arca and in the Tract
proposed to be included in the unit, setting out the basis for admission, the Tract Participation to be assigned to each Tract in the
enlarged Unit Arca and other pertinent data. After acgotiation (at Working Interest Owners' meeting or otherwise) if at least two

Working Interest Owners having in the aggregate seventy-five percent (75%) of the Unit Participation then in effect have agreed to
inclusion of such Tract or Tracts in the Unit Area, then Unit Operator shall:

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

2. Deliver copies of said notice to Land Commissioner, the A.O. at the proper BLM Office, cach Working Interest Owner
and to the last known address of each lessee and lessor whosc interests are aﬂ'cc:ed ndvnsmg such parties that thirty (30) days will be
allowed for submission to the Unit Operator of any objcction to such P and

) siop

3. File, upon the expiration of said thirty (30) day p:nod as sct out in (2) lmmedmlely above with the Lnnd Comm:sswner
and A.O. the followmg (a) evidence of mailing or delivering copics of said notice of exp (b) nn appli for approval of
such expansion; (c) an instrument containing the appropriate joinders in compliance with the participation requirements of Section 14,

and Section 34, infra; and (d) a copy of ali objections received along with the Unit Operator’s response thereto,

The expansion shall, after due idcration of all perti ' ion and app: by the Land Commissioner and the A.O., beconse effective
as of the date prescribed in the notice thereof, preferably the first day of the month subscquent to the date of notice. The revised Tract
Participation of the respective Tracts included within the Unil Area prior to such enlargement shall remain the same ratio onc to another.

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

SECTION 6. UNIT OPERATOR. Forty Acres Energy, LLC is hereby designated the Unit Op nnd by signing this instrumenl as Unit
Op agrees and to accept the dutics and obligations of Unit Operator for the operation, and production of Unitized
Subslmces as herein provided. Whenever reference is made herein to the Unit Operstor, such reference means the Unit Opermor acting in that
capacily and not as an owner of interests in Unitized Substances, when such interest are owned by it and the tenm *Working Interest Owner®
when used herein shall include or refer to the Unit Operator as the owner of a Working Interest when such an interest is owned by it.

Unit Operator shail have a kien upon interesis of Working Owners in the Unit Area to the extent provided in the Unit Operating A

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unil Operator shall have the right to rcsign at any time, but such
resignation sholl not become effective so as to release Unit Operator from the duties and obligations of Unit Op and i Unit
Operator's rights as such for a period of six (6) months ofer written notice of intention to resign has been given by Unit Operator 10 all Working

Interest Owners, the Land Commissioner and the A.O. unless a new Unit Operator shall have taken over and assumed the duties and obligations
of Unit Operator prior to the expiration of said period.

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




In all such instances of effective resignation or I, until a to Unit Operator is sclecled and d as hereinaf
provided, the Working Intcrest Ownm shatl be jnmlly responsiblc ror the perfonnance of the duties of the Unit Opcrntor and shall, not later than

thirty (30) days beforc such resig or effective, appoint a Unit Manager to rep: them in any action to be laken
hereunder.

The rcsi ion or t of Unit Oy under this Ag: shail not H its right, title or intcrest as the owner of a
Working 1nterest or r other interest in Unitized Subslnncu. but upon the resignation or removal of Unit Op b ing effective, such Unit

Operator shall deliver possession of all wells, equipmeni, books and records, materials, appurtenances and any other assets used in connection
with the Unit Operations to the new duly qualified successor Unil Operator or to the Unit Manager if no such new Unit Operator is elected.
Nothing herein shall bc construed as apthorizing the removal of any material, equipment or appurtenances needed for the preservation of any
wells. Nothing hercin contained shail be construed to relieve or discharge any Unit Operator or Unit Manager who resigns or is removed
hereunder from any liability or duties accruing or performable by it prior to the cffective date of such resignation or removal.

SECTION 8. SUCCESSOR UNIT OPERATOR. Wi the Unit Op shal! tender its resignation as Unit Operator or shall be removed
a8 hereinabo ve provided, the Working Intcrest Owners shall sclect o successor Unit Operator as herein provided. Such selection shall not become
effective until (a) a Unit Operator so selected shall accept in writing the duties and responsibilities of Unit Op , and (b) the selection shall
have been approved by the Land Commissioner and the A.O. 1f no Unit Operator or Unit M is selected and qualified as herein

provided, the Land Commissioner and/or the A.O., at their clection, may declare this Agreement terminated.

[n sclecting @ successor Unit Operator, the affinmative vote of threc or more Working Interest Owners having a total of sixty-five
percent (65%) or more of the total Unit Participation shall prevail; provided that if any one Working Interest Owner has s Unit Participation of
more than thiy-five percent (35%), its negative vote or fhilure to vote shail not be regarded as sufficient unless supported by the vote of one or
more other Working Interest Owners having a tola! Unit Participation of ef least five percent (5%). If the Unit Operator who is removed votes
only to succeed itself or fails to vote, the successor Unit Operator may be selected by the affirmative vote of the owners of at least seventy-five
percent (75%0) of the Unit Participation remaining after excluding the Unit Participation of Unit Operator so removed.

SECTION 9. ACCOUNT] ViSIO) RATING AGREEMENT. Cosls and exp i J by Unit Op in
conducting Unit Operations hereunder shall be paid, apponioned among nnd bome by the Working Interest Owners in accordance with the Unit
Operating Agn:emcnt Such Unit Operating Agmmem shalt also provide the manner in which the Working Intcrest Owners shall be entitled to
receive their resp rti and all d share of the bcncl'ls accruing hereto in conformity with their underlying operating
sgreements, leases or other contracts and such other rights and obligations as b Unit Op and the Working Interest Owners as may be
agreed upon by the Unit Operator and the Working Interest Owners however, no such Unil Operating Ag shall be d d either to
modify any of the terms and conditions of this Agrecment or to relieve the Unit Operator of any right or obligation established under this
Agreement, and in case of any inconsistency or conflict between this Agreement and the Unit Operating Ag , this Agr t shall prevail.
Copices of any Unit Operating Agr d 10 this Section shall be filed with the Land Commxssxoner nnd with the A.O. at the
Proper BLM Office as required pnor to approval of lhls Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically provided hercin, the exclusive right,
privilcge and duty of cxerclsmg any and all rights of the parties hereto including surface nghls which are y or convenient for prospecti

for, producing, storing, all ng and distributing the Unitized Sut are hereby delegated to and shall be exercised by the Unit Opemlor as
hesein provided. Upon requcsl ncceptable evidence of title to said rights shall be deposited with said Unit Operator, and together with this
Agreement, shall constitute and define the nghu privileges and obligations of Unit Operstor. Nothing herein, however, shall be construed to

tranafer title to any land or to any tcasc or op g ag! i being 3 d that under this Agr the Unit Op , in its cap: as
Unit Operator, shall ise the rights of p ion and use vested in the parties hereto only for lhe purposes herein specﬂ' ted.

SECTION 11. PLAN OF OPERATIONS. It is recognized and agreed by the parties hercto that all of the land subject to this Agreement is
reasonably proved to be productive of Unitized Substances and that the object and purposc of this Agr is to fi late and to put into cffect
an improved recovery project in order to effect additional recovery of Unitized Substances, prevent waste and conserve natural resources. Unit
Operator shall have the right to inject into the Unitized Formation any substances for secondary recovery or enh d recovery purp in

accordance with a plan of operation approved by the Wotking Intercst Owners, the A.O., the Land Commissioner and the Division, including the
right 1o drill and maintain injection wells on the Unitized Leand and completed in the Unilized Formation, and to use abandoned well or wells

producing from the Unitized Formation for said purposc. Subjeet to like approval, the Plan of Operation may be revised as conditions may
warrant.

The initial Plan of Operation shall be filed with the A.O., the Land Commissioner and the Division concurrently with the filing of the
Unit Agreement for fina! approval. Said initial plan of opcrations and all revisions thereof shall be as complete and adequate as the A.O., the
Land Commissioncr and the Division may determine to be necessary for timely operntion consistent herewith. Upon approval of this Agrecment
and the initial plan by the A.O. and Commissioncr, said plan, and al) subsequently approved plans, shall constitute the operating obligations of

the Unit Op under this Ag: for the period specified therein. Thereafter, from time to time before the expiration of any existing plan,
the Unil Operator shall submit for like approval a plan for an additional specified period of operations. After such operations arc commenced,
reasonable diligcnce shall be ised by the Unit Op in complying with the obligations of the approved Plan of Op:

Notwithstanding anything 1o the contrary herein contained, should the Unit Operator fail to commence Unit Operations for the

y of Unitized Sul from the Unit Area within eightcen (18) months after the effective dote of this Agreement, or any
extension thereof approved by the A.O., this Agreement shail terminate automatically as of the date of default.

SECTION 12. USE OF SURFACE AND USE OF WATER. The parties to the extent of their rights and interests, hereby graat to Unit Operator
the right to use as much of the surface, including the water th der, of the Unitized Land as may bly be y for Unit Op

Unit Operator's free use of water or brine or both for Unit Operations, shali niot include ony water from any well, lake, pond or
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irrigation ditch of a surface owner, unless approval for such use is granted by the surface owner.

Unit Operator shall pay the surface owner for damages to growing crops, fences, improvements and structures on the Unitized Land

that result from Unit Operativns, and such pay shall be idered as items of unit expense to be borne by all the Working Interest Owners
of lands subj ect hereto.

SECTION 13. TRACT PARTICIPATION. In Exhibit *B* attached hereto there arc listed and nonbered the vartous Tracts within the Unit Area,
and set forth opposite cach Tract arc figurey which rop the Tract Participati durlng Unit Opcml(ons if all Tracts in the Unit Area qunhfy
as provided herein. The Tract Participation of each Tract as shown in Exhibit "B” was d ined in dance with the following lormuta:

Tract Participation = 80% A/B + 10% C/D + 10% E/F
A = the amount of oil produced from the Unitized Formation by the Tract from 10/01/2016 through 03/31/2017.
B = the amount of oil produced from the Unitized Formation by all Unit Tracts from 10/01/2016 - 03/31/2017
C = the Tract Acreage within the Unit boundary.
D = the Total Acreage within the Unit boundary.
E = the Traet Cumulative Oil Production from the Unitized Formation as of 09/30/2016.
F = the Unit Total Cumulativc Oil Production from the Unitized Formation as of 09/30/2016.

In the event less than afl Tracts ere qualificd on the Effective Date hereof, the Tract Participation shalf be calculated on the basis of all
such qualified Tracts rathcr than all Tracts in the Unit Aren.

SECTION 14, TRACTS QUALIFIED FOR PARTICIPATION. On and alter the Effective Date hereof, the Tracts within the Unit Area which
shall be entitled to participation in the production of Unitized Substances shall be those Tracts more panticularly described in Exhibit “B* that

comer or have a boundary (Tracis sep: d only by a public road of a railroad right-of-way shall be idercd to have a
boundary), and that otherwise qualify as follows:

(a) Each Tract as to which Working Interest Owners owning one hundred percent (100%) of the Working Interest have become parties

to this Agreement and as 10 which Royalty Owners owning seventy-five percent (75%) or miore of the Royalty Interest have become
parties to this Agreement.

(b) Each Tract as to which Working Interest Owners owning one hundred percent (100%) of the Working Interest have become parties
to this Agreement, and as to which Roynlty Owncrs owning lcss than seventy-five percent (75%) of the Royaity interest have become
pattics to this Agreement, and as to which (1) the Working Intcrest Owner who operates the Tract and Working Interest Owners
owning at lcast seventy-five percent (75%) of the remaining Working Interest in such Tract have joined in a request for the inclusion
of such Tract, and as to which (2) Working Intcrest Owners owning at least scventy-five percent (75%) of the combined Unit
Participation in all Tracts that meet the requirements of Section 14 () above have voted in favor of the inclusion of such tract.

(c) Each Tract as to which Working Interest Owners owning less than one hundred percent (100%) of the Working Interest have
become parties to this Ag gardless of the p ge of Royalty Interest therein that is committed hereto; and as to which
(1) the Workmg Intesest Owner who operates the Tract and Working Interest Owner owning at lcast scvcn(y-f ive percent (75%) of the
remaining Working ln(cm( in such Tract who have become pnma to this Agreement have ]omed m a request for mclunon o!‘ such
Tract, and have and delivered, or obligated th lves to and deliver an ind fying and
agreeing to hold harmless the other owners of committed Worlung Interests, their successors and nssxgns against afl claims and
demands that may be made by the owners of Working Interest in such Tract who are not parties to this Agreement, and which arise out
of the inclusion of the Tract; and as to which (2) Working Interest Owners owning at least seventy-five percent (75%) of the Unit
Participation in al} Tracts that meet the requirements of Section 14 (a) and 14 (b) have voted in {avor of the inclusion of such Tract
and to accept the indemnity agreemient. Upon the inclusion of such a Tract, the Tract Participation which would have been attributed
to the non-subscribing owners of Working Interest in such Tracl, had they become parties fo this Agreement and the Unit Operating
Agreement, shall be attributed to the Working Interest Owners in such Tract who have become partics to such agreements, and joined
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in the i ity ag in proportion to their respective Working | in the Tract.

If on the Effective Datc of this Agreement there is any Tract or Tracts which have not been effectively committed to or made subject
to this Agreement by qualifying as above provided, then such Tract or Tracts shafl not be entitled to partici h der. Unit Op shall,
when submitting this Agreement for final approval by the Land Commissioner and the A.O., file therewith a schedule of thosc tracts which have
been committed and made subject to this Agreement and are entitled to participate in Unitized Substances. Said schedule shall set forth opposite
each such committed Tract the lease number or assignment number, the owner of record of the lease, and the percentage participation of such

tract which shell be puted ding to the participation formula set forth in Section 13 (Tract Participation) sbove. This schedule of
participation shall be revised Exhibil "B" and upon approval thereof by the Land Commissioner and the A.O., shall become a pan of this
Agreement and shal! govern the allocation of production of Unitized Sub until a new schedule is approved by the Land Commissioner and
the A.O.

SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Substances produced and saved (less, save and except any part
of such Unitized Substances used in conformity with good perating p on unitized land for drilling, operating, camp and other production
or development purp ond for injection or idable foss in d with o Plan of Operation approved by the A.O. and the Land




Commlsnoncr) shall be apportioned among and all d to the qualified Tracts in d with the respective Tract Panticif £
during the respective periods such Unitized Substances were produced, as sct forth in the schedule of pnmclpallon in Exhibit “B®. The
amount of Unitlzed Substances so allocated to each Tract, and only that (regardless of whether it be more or lcss than the amount of the

actual production of Unitized Substances from the well or wells, if any, on such Tmcl) shall, for all intents, uses and purposes, be deemed to have
been produced from such Tract.

The Unitized Substances allocated 1o cach Tract shall be distributed among, or accounted for, to the parties entitled to ghare in the
production from such Tract in the same manner, in the same proportions, and upon the same conditions, as they would have participated and

shared in the production from such Tracts, or in the proceeds thercol, had this Agrecinent not been entered into; and with the same legal force and
effest,

No Tract committed 10 this Agreeinenmt and qualified for participation as above provided shali be subseq y Juded from
participati dcr on of deplction of Unitized Substances.

if the Working Interest and/or the Royalty Intercst in any Tract are divided with respect to separate parcels or portions of such Tract
and owned now or hereafier in severalty by different persons, the Tract Participation shall in the ab of s dable i d by
all owners in such Tract and fumished to Unit Opesator fixing the divisions of owncrship, be divided among such parcels or portions in
proportion to the number of surface acres in cach.

SECTION 15.B. EXCESS IMPUTED NEWLY DISCOVERED CRUDE OIL. Each Tract shall be all d any excess imputed newly
diseovered crude oit in the proportion that its Trect Participation bears to the total of the Tract Perticipations of all Tracts not previously atlocated
the total number of barrels of crude il allocable to these Tracts oul of unit production in accordance with the Tract Participations of such Tracts;
provided, h , that excess imputed newly discovered crude oil all d 10 cach such Tract, when added to the total number of bamels of
imputed newly discovered crude oil previously allocated to i, shall not exceed, in any month, the total number of barrels of oil allocable to it out
of unit production in accordance with its Tract Participation.

SECTION 15 C. EXCESS IMPUTED STRIPPER CRUDE OIL. Each Tract shall be allocated any excess imputed stripper crude oil in the
proportion that its Tract Participation bears o the total of the Troct Participations of all Tracts not previously atlocated the total number of crude
oil barrels allocable to these Tracts out of unit production in accordance with the Tract Participations of such Tracts; provided, however, that
excess imputed stripper crude oil allocated to cach such Tract, when added to the total number of barrels of imputed stripper crude oil previously

ollocated to it, shatl not exceed, in any month, the total numher of barrcls of oit nllocable to it out of unit production in accordance with its Tract
Participation.

SECTION 15 D. TAKING UNITIZED SUBSTANCES IN KIND. The Unitized Substances allocated to each Tract shall be delivered in kind to
the uspecuve partics cntitled thereto by virtue of the ownership of oil and gas rights therein. Each such party shall have the right to construct,
and opx all y facilities for that purposc within the Unitized Arca, provided the same are so constructed, maintained and
opcrated as not to interferc with Unit Opcrations. Subject to Section 17 hereof, any extra expenditure incurred by Unit Operator by reason of the
delivery in kind of any portion of the Unitized Substances shall be borne by the party taking delivery. In the cvent any Working Interest Owner
shall fail to take or otherwise adequately dispose of its proportionate share of the production from the Unitized Formation then so long as such
condition inues, Unit Op for the and at the expense of thc Working Intcrest Owner of the Tract or Tracts concerned, and in
order to avoid curtailing the operation of the Unit Arca, may, but shall not be required to, sell or otherwise dispose of such production to itself or
to others, provided that all contracts of sale by Unit Operutor of any other party’s share of Unitized Substances shall be only for such reasonable
periods of time as are i with the mini needs of the industry undcr the circumstances, but in no event shall any such contract be for a
period in excess of onc year, and at not less than the prcvnllmg market price in the area for like production, and the account of such Wurhng
Interest Owner shall be charged therewith as having received such production. The net ds, if any, oflhe l' itized Sub s0 di
of by Unit Operator shall be paid to the Working Intercst Owner of the Tract or Tracts d. Notwith g the foregoing, Unit f‘,
shall not make a sale into intersiate commerce of any Working Intercst Owner's share of gas production without first giving such Working
Interest Owner sixty (60) days® notice of such intended sale.

Any Working Interest Qwner receiving in kind or separately disposing of alt or any part of the Unitized Substances allocated to any
Tract, or receiving the procceds therefrom if the same is sold or purchased by Unit Op , shall be ible for the payment of all royalty,
overriding royalty and production payments due thercon, and cach such party shail hold cach other Working Interest Owner harmless against all
claims, demands and causes of action by owners of such royalty, overriding royalty and production payments.

If, after the Effective Date of this Agreement, there is any Tract or Tracts that aro subsequently committed hercto, as provided in
Section 4 (Expansion) hercof, or any Tract or Tracts within the Unit, Area nol committed hercto as of the Effective Date hercof but which are
subsequently committed hereto under the provisions of Scction 14 (Tracts Qualified for Participation) and Section 32 (Non-joinder and
Subsequent Joinder); or if any Tract is excluded from this Agr as provided for in Secilon 21 (Loss of Title), the schedute of participation
as shown in Exhibit "B* shall be revised by the Unit Operator; and the revised Exhibit *B®, upon approval by the Land Commissioner and the

A.O., shall govern the allocation of production on and aficr the cffective date thercof until 2 revised schedule is approved as hereinabove
provided.

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




SECTION 7. ROYALTY SETTLEMENT. The State of New Mexico and United States of America and all Royalty Owners who, under an
existing contract, are entitled to take in kind a share of the substances produced from any Tract unitized h der, shall inue to be cntitled to
such right to take in kind their share of the Unitized Substances allocated to such Tract, and Unit Operator shall niake deliveries of such Royalty
share taken in kind in conformity with the applicabl laws and rcgulations. Settlement for Royalty not taken in kind shall be made by
Working I Owaers responsible therefor under existing laws and regulations on or before the last day of each month for Unitized

duced during lhc ding calendar month; provided, h , that nothing herein ined shalt op to reficve the lessces
of any tand from their p lease obligations for the pay of any Royalty duc under the leases, except that such Royally shall be
computed on Unitized Substances as allocated to each Tract in accordance with the terms of this Agreement. With respect to Federal leases
committed hereto on which the royulty rate depr.nds upon the daily average production per well, such nge production shall bo d incd in

d with the ing reg p g (o Federut leases as though the commmod Tracts were included in o single consolidated

" lease.

{F the of production or the p ds thereof accruing to any Royalty Owner (except the United States of America) in a Tract
pends upon the ge production per well or the avernge pipeline runs per well from such Teact during any pcnod of tlme, then such
production shall be d incd from and after the effective date hereof by dmdmg the qunnmy of Unitized Sub der to
such Tract during such period of time by the number of wells toeated th of producing Unitized Sub as of the Effective Date
hereof, provided that any Tract not having any well so capable of prod Umllzed Sut on the Effective Date hereof shall be considered
as having one such well for the purpose of this provision.

d,

All Royalty due the State of New Mexico and the United States of America and the other Royalty Owners hereunder shall be
computed and paid on the basis of all Unitized Sub 1! d to the respective Tract or Truets committed hereto, in licu of actual
production from such Tract or Tracts.

With the exception of Federal and State requirements to the contrary, Working lnterest Owners may usc or consume Unitized

Sub for Unit Operati nnd no Royally, overriding royalty, production or other payments shall be payable on account of Unitized
Substances used, lost, or d in Unit Op
Each Royalty Owner (other than the State of New Mexico and the United States of America) that this Agr

and warmants that it is the owner of a Royalty Interest in a Tract or Tracts within the Unit Area as its interest oppears in Exhlbll "B” sttached
hereto. [f any Royalty Interest in @ Tract or Tracts should be lost by title failure or otherwise in whole or in part, during the term of this

Agreement, then the Royalty Interest of the party representing himself to be the owner thereof shall be reduced proportionately and the interest of
all partics shall be adjusted accordingly.

SECTION 18. &I_ZN TAL SETTLEMENT. Rentals or minimum Royaltics due on the leascs commitied hereto shnll be paid by Working Interest
Owners b for under exi , laws and regulations provided that nothing herein incd shatl op to relieve the
lessees of any land from their respectivo Icnsc obllgnuons for the payment of any rental or minimum Royalty in lieu thereof, duc under their
leases. Rental for lands of the State of New Mexico subject to this Agreement shafl be paid ot the rate specificd in the respective lcases from the
Statc of New Mexico. Rentn) or minimum Royalty for lands of the United States of America subject to this Agreement shall be paid a1 the rate
specified in the respective leases from the United States of America, unless such rental or mini Royalty is waived, suspended or reduced by
taw or by approval of the Secretary or his duly authorized represcntative.

" SECTION 19. CONSERVATION. Operations h der and production of Unitized Substances shatl be conducted to provide for the most
economical and efficient recovery of said substances without w-nste as defined by or pursuant to Federnl and State Jaws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take all reasonable and prudent 1o prevent d

of Unitized Sub from
unitized Iand by wells on land not subject to this Agreement.

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

SECTION 24, LOSS OF TITLE. In the event title to any Tract of unitized land shall fail and the true owner cannot be induced to join in this
Agreement, such Tract shall be automaticatly regarded as not committed hercto, and there shall be such readjustment of future costs and benefits
as may be required on account of the loss of such title. In the event of a dispute as (o title 1o any Royalty, Working Interest, or other intcrests
subject thereto, payment or delivery on account thereof may be withheld without linbility for interest unti! the dispute is finally scttled; provided,
that, as to State or Federal lands or feases, no payments of funds due the United States or the Stote of New Mexico shall be withheld, but such
funds shall be deposited as directed by the A.O. or the Land Commissioner (as the case may be) to be held as uncarned money pending {inal
settlement of the title dispute, and then applicd as carned or returncd in accordance with such final settlement.

1£ the title or right of any party claiming the right to receive in kind all or any portion of the Unitized Sub I d to a Tract is
in dispute, Unit Operator at the direction of Working Inlcrest Owners shall cithes:

(a) require that the party to whom such Unitized Substance ere delivered or to whom the proceeds thercof are paid furnish security for
the proper accounting therefor to the rightful owner if the title or right of such party fails in whote or in past, or

(b) withhold and market the portion of Unitized Substances with respect to which title or right is in dispute, and impound the proceeds
thereof until such time as the title or right thereto is established by a ﬁml judg,mcnl of a court of competent jurisdiction or otherwise to

the satisfaction of Working Intcrest Owners, whercupon the p so impounded shall be paid to the party rightfully entitied
thereto.
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Each Working Intercst Owner shall indcinnify. hold harmless, und defend al} other Working Interest Owners against any and all
claims by any party agoinst the intcrest attvibuted to such Working Intesest Owner on Exhibit "B".

Unit Operator as such is relieved frony any responsibility for any defect or faiture of any title hereunder.

SECTION 22, LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions and provisions of all leases, subleascs
ond other contracts relating to cxploration, drilling, development or operation for oil or gas on lands committed to this Agreement are hereby
expressly modified and amended to the extent necessary to make the same conform 10 the provisions hercof, but otherwise to remain in full force
and effect, and the parties hereto hercby consent that the Sccretary and the Land Commissioner, respectively, shali and by their approval hercof,
or by the approval hercof by their duly authorized representatives, do hereby establish, olter, change or revoke the drilling, producing, rental,
minimum Royalty and Royalty requirements of Federal and State leases committed hereto and the regulations in respect theseio to conform said
requirements to the provisions of this Agrecment,

Without limiting the generality of the

going, all lcoses,
following:

and are particularly modified in accordance with the

(a) The development and operation of lands subject to this Agreement under the terms hereof shall be decmed full performance of afl
obligations for development and operation with respect to each Tract subject to this Agreement, regardless of whether there is any
development of any Trect of the Unit Area, notwithstanding anything to the contrary in any lcase, operating agreement or other
contract by and between (he partics hereto, or their respective predecessors in interest, or any of them.

(b) Drilling, producing or improved recovery operations performed h der shall be d d to be performed upon and for the
benefit of each Tract, and no lcase shall be deemed to expire by reason of failure to drill or produce wells situated on the land therein
ctubraced,

(c) Suspension of drilling or producing operations within the Unit Arcn pursuant to direction or consent of the Land Commissioner
end the A.O,, or their duly authorized rep ives, shall be d d to constitute such susp p to such dircction or
consent as 10 cach Tract within the Unitized Arca.

{d) Each lease, subl or lating to the exploration, drilling, devel or operation for oil and gas which by its terms
might expire prior to the termination of this Ags , is hereby extended bcyond any such term so providcd therein, so that it shall
be continued in full force end effcct for and during the term of this Agreement.

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

(f) Any lcasc cmbracing lands of the State of New Mexico having only @ portion of its land committed hereto shall be seg'egaled aslo
thal portion committed and that not committed, and the terms of such lease shall apply sep ly to such

commenting as of the Effective Datc hercof. Provided, h . that notwith ding any of the provisions of lhlsvﬁ jreemen to the
contrary, such leuse( luding both d P ions) shall inue in full force and effect beyond the tenn pmv:ded therein as to

oMl lands embreced in such leasc if o|l or gns is, or has heretofore been discovered in paying quantitics on some pant of the lands
embraced in such leage committed to this Agreement or, so long as a portion of the Unitized Substances produced from the Unit Area
ig, under the terms of this Agreement, allocated 10 the portion of the lands covered by such lesse committed to this Agresment, or, al
any time during the term hereof, as to any lease that is then valid and subsisting and upon which the lessee or the Unit Operator is then
cngaged in bona fide drilling, reworking, or improved recovery operations on any part of the lands embraced in such lease, then the
same as to all lands embraced therein shall remain in full force and effect so long as such operations are diligently prosecuted, and if
they result in the production of oil or gas, said Jease shalt continue in full force and effect as to all of the lands embreced therein, so
long thereafter as oil or gas in paying quantilies is being produced from any portion of said lands.

(g) The segregation of any Federal lease committed to this Agreenent is governed by the following provision in the fourth paragraph
of Section 17 (j) of the Mincral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784): “Any (Federal) lease
heretofore or hereafter committed to any such (unit) plan embracing lends that are in pan within end in part outside of the area
covered by any such plan shall be scgregated into scparnte leases ns to the lands committed and the lands not committed as of the
cffective date of unitization; provided, howeves, that any such lease as to the non-unilized portion shalt continue in force and effect for

the term thercof bul for not {ess than two years from the date of such scgregation and so long thereafter as oil or gas is produced in
paying quantitics.”

SECTION 23, COVENANTS RUN WITH LAND. The covenants herein shall be construed 1o be covenants running with the land with respect
to the interest of the partics hercto and their successors in interest until this Agreement terminates, and any grent, iransfer or conveyance of
interest in land or leases subject heseto shall be and hereby is conditioned upon the assumption of all privileges and obligations hercunder by the

granlee, transferee or other in intercst. No assignment or transfer of any Working Intcrest subject hereto shall be binding upon Unit
Operator untxl the first day of the calendar month ofter Unit Operator is furnished wilh the original, or aceeptable photo static or certified copy, of
the d or + and no assignment or transfer of any Royalty Interest subject hereto shall be binding upon the Working

{nterest Owner responsible therefor until the first day of the calendar month afler said Working Interest Owner is furnished with the original, or
acceptable photo static or certificd copy, of the recorded instrument or transfer,

SECTION 24. EFFECTIVE DATE AND TERM. This Agrecment shall become binding upon each party who executes or ntifies it as of the
date of execution or ratification by such party and shall become effective on the first day of the catendar month next following the approval of
this Agreement by the A.O., the Land Commissioner and the Commission.
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[ this Agreement does not become effective on or before 2017, it shall ipso facto expire on said date (hereinafter call
"Expiration Date") ond thercafl bc of no further (orce or effect, unless prior thercto this Agreoment has been exccuted or ratified by Working
Interest Owners ing a bined Participation of at lenu y-five percent (75%); and at lcast seventy-five percent (75%) of such Working
Interest Owners itted to (his Ag have d d to extend Expiration Date for a period not to exceed one (1) year (hercinafter called
"Extended Expiration Date®). [f Expimtion Datc is so ded and this Agi does not b effective on or before the Extended
Expiration Date, it shall ipso facto expire on Extended Expiration Date and thereafter be of no further forco and cfTect.

Unit Operalor shall file (or record within thirty (30) days after the Effectivo Date of this Agresment, in the officc of the County Clesk

of Lan County, New Mexico, where a countorpart of this Agr has b cffective ding to {is icrms and stating {urther the effective
date.

The terms of this Agreement shall be for and during the time that Unitized Substances ere produced from the unitized land and so long
thereafler as drilling, reworking or other operations (including improved recovery operations) are p d th without tion of more
than ninety (90) consecutive days unless sooner terminated as hercin provided.

This Agr may be terminated with the app: of the Land Commissioner and the A.Q. by Working Interest Owners owning
eighty percent (80%) of the Unit Participation then in effect whencver such Working Interest Owners determine that Unit Operations are no
longer profitable, or in the intercst of conservation. Upon approval, such termination shall be effective as of the first day of the month after said
Working 1 Owners' d ination. Notice of any such termination shall be filed by Unit Opcrator in the office of the County Clerk of Lea
County, New Mexico, within thirty (30) days of the effective datc of termiination.

Upon ination of this Ag the parties hereto shall be govemed by the tenns and provisions of the lcases and contracts
affecting the separate Tracts just s if this Agreement had never been entered into.

Naotwithstanding any other provisions in the leases unitized under this Agrecment, Royalty Owners hereby grant Working Interest
Owners a period of six months after ination of this Agr in which to salvage, scli, distribute or otherwisc dispose of the personal
property and fecilitics uscd in ion with Unit Operati

SECTION 25. RATE OF PROSPECTING, DEVELOPMENT & PRODUCTION. All production and the disposal thercof shall be in conformity
with allocations and quotas made or fixed by any duly authorized person or regulatory body undes any Federul or State Statute. The A.O. is
hereby vested with authority 10 alter or modify from time to time, in his discretion, the rate of prospecting and develop and within the limits
made or (ixed by the Division to alter or modify the quantity and rate of production under this Agreement, such authority being hereby limited to
alteration or modification in the public intcrest, the purpose thercof and the public interest to be served thereby to be stated in the order of
alteration or |md|ﬁcauon pmvnded funher. that no such alteration or modification shall be eﬂ'echve as to any lond of the State of New Mexico
as to the mte of prosp g and 4 in the ab of the specific wrilten approval thereof by the Land Commissioncr and as to any
lands in the Slnte of New Mexico o prwnlcly-owned lands subject to this Agreement or to the quantity and rate of production from such lands in
the absence of specific written approval thereof by the Division.

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

SECTION 26. NONDISCRIMINATION. Unit Opcrator in connection with thc performance of work under this Agreement relating to leases of

the United States, agrees to comply with all of the provisions of Section 202 (1) to (7) inclusive of Executive Order 11246, (30 F.R. 12319),
which are hereby incorp d by in this Ag

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

SECTION 28. NOTICES. All notices, d ds, objections or ired | der 1o be glvcn or rendered to the pamcs hereto shall
be decmed Fully given if m given if made in writing and petsonnlly delivered to the party or parties or senl by postpaid certified or regi d mail, add d
to such party or parties et theis last known address set forth in ion with the si| hereto or to the ratification or consent hereof or to
such other address as any such party or partics may have furnished in writing te the party sending the notice, d dor

SECTION 29. NO WAIVER OF CERTAIN RIGHT. Nothing in this Ag ined shall be d as a waiver by any party hereto of
the right 1o assen any legal or i right or defense as to the validity or invalidity of any law of the State whercin said Unitized Lands
are located, or regulations issued th der in any way affccting such party, or as a waiver by any such party of any right beyond his or its
authority 1o waive; provided, howeves, cach party hereto covenants that it will not resort to any sction to partition the unitized land or the Unit
Equipment.

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY Each Working Interest Owner has heretofore
placed ond used on its Tract or Tracts committed to this Agreement various well and lease equipment and other property, cquipment and
facilitics. 1t is also recognized that additional equipment and facilitics may hereafter be placed and used upon the Unitized Land as now or
hcmﬂ:r consmutcd Therel‘ore. for nll purposes of this Agreement, any such equipment shall be considered to be personal properly and not

d to realty. ¢ dingly, said well and lease equi und p | property is hereby | from the mineral estates affected
by this Agreement, and it is agreed that any such equipment and p | property shall be and remain personal property of the Working Interest
Owners for all purposes.
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SECTION 31. UNAVOIDABLE DELAY. All obligations under this Agr requiring the Unit Opcrator to commense or continue improved
recovery ions or to operals on or produce Unitized Sut from any of the lands covered by this Agrecmem shall be suspended while,
but only ao fong a3, the Unit Op , despite the ise of due care and diligence, is prevcn(ed from complying with such obllgmlons. in
whole or in pan, by strikes, acts of God. Federal, State or municipal lsw or agency, unavoid: llablic delays in tation,

inability to obtain necessary materiels or cquipment in open market, or other matters beyond the reasonable control of the Unit Operator whether
similar to matters herein cnumerated or not.

SECTION 32. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any Royalty Owner, at any time, musi be accompanied by
appropriate joinder of the corresponding Working Interest Owner in order for the interest of such Royalty Owner to be regarded as cffectively
committed. Joinder 10 this Agrecment by a Working Interest Owner, at any time, must be accompanied by appropriate joinder to the Unit
Operating Agreement in order for such interesi to be regarded as effectively committed to this Agreement,

Any oil or gas interest in the Unitized Formalions not comunitied hereto prior to submission of this Agr o the Land
Comnissioncr and the A.Q. for (ing} approval may thercafler be committed hereto upon compli with the applicable provisions of this Section
and of Section 14 (Tracts Qualified for Participation) hercof, at any time up to the Effective Date hereof on the same basis of Tract Participation
as provided in Section 13, by the owner or owners (hereof subscribing, ratifying, or consenting in writing to this Agreement and, if the interest is
8 Working [ntcrest, by the owner of such interest subscribing also to the Unit Operating Agreement.

It is understood and agreed, however, that from end after the Effective Date hereof the right of subsequent joinder as provided in this
Scction shall be subject to such requirements or approvals and on such basis es may be agreed upon by Working Interest Owners owning not less
than sixty-five percent (65%) of the Unit Participation then in cffect, and approved by the L.and Commissioncr and the A.O. Such subsequent
joinder by a proposed Working Interest Owner must be evidenced by his exccution or ratification of this Agrecment and the Unit Operating
Agreement and, where State os Federal land is involved, such joinder must be approved by the Land C issioner or the A.O. Such joinder by a
proposed Royalty Owner must be evidenced by his execution, ratification or consent of this Agreement and must be consented to in writing by
the Working | Owner responsible for the pay of any benefits that may accrue hercunder in behalf of such proposed Royalty Owner.
Except as may be otherwise herein provided, subsequent joinder to this Agreement shall be effective as of the first day of the month following the
filing with the Land Commissioner and A.O. of duly exccuted counterpasts of any and all d y to establish effective cc

of any Tract or interest to this Agreement, unless objection to such joinder by the Land Commissioner or the A.Q., is duly made sixty (60) days
after such filing.

SECTION 33. COUNTERPARTS, This Agrecmcnl may | be cxcculed in any number of counterparts, no one of which needs to be exccuted by

all partics and may be ratified or d to by sep in writing, specifically referting hereto, and shall be binding upon all those
parties who have executed such a counterpart, ratification or consent hereto with the same force and effect as if all partics had signed the same
d , and regardless of whether or not it is d by all othcr partics owning or claiming dn interest in (he land within the described Unit

Arca, Furthermore, this Agreement shall extend 10 and be binding on the parties hereto, their suceessors, heirs and assigns.

SECTION 34. JOINDER IN DUAL CAPACITY. Exccution as herein provided by any party as cither a Working Interest Owner or a Royaliy

Owner shall it all i owned or llcd by such party: provided, that if the party is the owner of 8 Working Interest, he must also
exccute the Unit Operating Agreement.

SECTION 35. TAXES. Each party hereto shall, for its own account, render and pay its share of any taxes levied ugninsl or measured by the
amount or value of the Unitized Sub duced (rom the unitized land; provided, h , that if it is required or if il be deterniined that
the Unit Operator or the several Worlung lnlerest Owners must pay or ndvanu smd taxcs for the account of the partics hereto, it is hereby
expressly agreed that the partics so paying or advancing said taxes sholl be reimbursed therefor by the parties hereto, including Royalty Owners,
who may be responsible for the taxes on their respective allocated share of said Unitized Substances. No taxes shall be charged to the United
States or to the State of New Mexico, nor to any lessor who has a contract with a lessee which requires his lessee to pay such taxes.

SECI‘ 1ON 36. NO PARTNERSHIP Thc duties, obligations and liabilities of the partics hereto are intended to be several end not joint or
ive. This A is not i d to create, and shall not be construed to create, an association or trust, or to impose 2 partnership duty,

obhgauon or hab’hly with regard to any onc or more of the partics hereto. Ench party hereto shall be individually responsible for its own
obligation as herein provided.

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Opcrator shall make a proper and timely gouge of all leases and other
tanks within the Unit Area in order to ascertain the amount of merchantable oil above the pipeline connection, in such tanks as of 7:00 a.m. on the
Effective Date hereof, All such oil which has been produced in d with established allowables shall be and remain the property of the
Working Interest Owner entitled thereto, the sane as if the unit had not been formed; and the responsible Working Interest Owner shall promptly
remove said oil from the unitized land, Any such oil not so removed shail be sold by Unil Operator for the account of such Working Interes
Owners, subject to the payment of ail Royalty to Royalty Owners under the terms hereof. The oil that is in excess of 1he prior allowable of the
wells from which it was produced shall be regarded as Unitized Substances produced after Effective Date hereof.

1£, as of the Effcctive Date hereof, any Tract is overproduced with respect to the allowable of the wells on (hat Tract and the amount of
over-production has been sold or otherwise disposed of, such over-production shall bo regarded as a part of the Unitized Substances produced

after the Effective Date hereof and shall be charged to such Tract as having been delivered to the panies entitted to Unitized Substances allocated
to such Tract.

SECTlON 38. NO SHARING OF MARKET. This Ag is not i d to provid
directly, for any coop fining, joint sale or markcnng of Unitized Substances.

and sholl not be construed to provide, dircetly or

SECTION 39. STATUTORY UNITIZATION. If end when Working Interest Owners owning at least seventy-five percent (75%) Unit
Participation and Royalty Owners owning af least seventy-five percent (75%) Royalty Interest have become parties to this Agreement or have
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approved this Agreement in writing and such Working Interest Owners have also beconis partics to the Unit Operating Agreement, Unit Operator
may make application to the Division for statutory unitization of the uncommitted intcrests pursuaul to the Statutory Unitization Act (Chapter 65,
Article [4, N.M.S. 1953 A d). If such application is made and statutory unitization is opproved by the Division, then clfective as of the
date of the Division's order approving statutory unitization, this Agreement and/or the Unit O ing Agr shall ically be rovised
and/or amended in nccordance with the following:

(1) Scction 14 of this Ag shall be revised by substituting for the entire said scction the following:

“SECTION i4. TRACTS QUALIFIED FOR PARTICIPATION. On and aftcr the Effective Datc hereof, ali Tracts within the Unit
Area shalt be entitled 10 participation in the production of Unitized Substances.”

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

*SECTION 24, EFFECTIVE DATE AND TERM. This Agreement shatl become effective on the first day of the calendar month nexi
following the eflective date of the Division's order approving statutory unilization upon the terms and conditions of this Agreement, as amended
(il any amendment is nccessary) to conform to the Division's order; approval of this Agr , 08 80 ded, by the Land C issioncr; and
the A.O. and the filing by Unit Operator of this Agreement or notice thereof for record in the office of the County Clerk of Lea County, New
Mexico. Unit Openator shall not file this Agreement or notice thereof for record, and hence this Agreement shall not become effective, unless
within ninety (90) days after the date all other prerequisites for effecti of this Ag have been satisfied, such filing is epproved by
Working [ Owners inga bined Unit Participation of at least sixty-five percent (65%) as to all Tracts within the Unit Area,

*Unit Operator shall, within thirty (30) days after the Effective Date of this Agreement, file for record in the office of the County
Cicrk of Lea County, New Mexico, a certificate to the effect thet this Ag has b effective in d with its terms, therein
identifying the Division's order approving statutory unitization and stating the Effective Date.”

(3) This Agreement and/or the Unit Operating Agl shall be ded in any and all resp y to conform to the
Division's arder approving statutory unitization.
Any and all d of this Ag and/or the Unit Operating Ag) that are y to confonn snid ag 1o the

Division's order approving statutory umhullon shall be deemed to be hercby nppmved in writing by the pames hereto without any necessity for
further approval by said parties, except as follows:

(a) if any d of this Ag has the cffeet of reducing any Roynlty Owner‘s icipation in the production of Unitized
Substances, such Royalty Owner shall not be deemed to have hereby approved the d agr without the necessity of further
approval in writing by said Royalty Owner; and

{b) If any | of this Ag and/or the Unit Operating Agreement has the effect of reducing any Working Interest
Owner's participation in the production of Unitized Substances or increasing such Workmg Intesest Owner's share of Unit Expense,
such Workmg Interest Owncr shall not be decmed to have hereby app: d the ag without the necessity of further

approval in writing by said Working Interest Owner.

[Signature sheet follows.)

Executed as of the day and year first above written.

Forty Acres Energy, LLC
Huxley Song, Manager

Date of execution
STATE OF )

Jss
COUNTY OF )




Acknowledgment in an Individual Capacity

This i was ledged before me on Date

EEaAL

My commission expires

Acknowledgment in n Representative Capacity

Date

This i was acknowledged before me on
By
3 S
os of
TYPEOF AUTRORITY, KU, GFYICEN, TRUSYEE, ETC. NASE O FART? ON DERALY OF WO INSTRUMERT WAS UXECUTED

My commission expires

RECAPITULATION
4626.34 Acres of State of New Mexico Lands = 56.99%

2400 Acres of BLM =31.09%
950.96 Acres of Fee Lands =11.92%
TOTAL 7,977.30 Acres 100 %
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Exhlbit "B° Subject to Title Verification

U:It'rnct Descrigtion section | T o | Range No. of Lexse and/ar Basic Lassee of Royalty & Overriding Royalty| Warking interest Owmer snd Amount Percent of
umber Adres AssignmentNo. | Royafty Ownerand Amount  |{AR numbers estimated) Partdpation In Unit
27:W/2NE/4; NW/4;
1 28:w/aNw/a:NefaNw/s; | 27,28 205 | o3se | 480 NM-18264 | 125% Finley, etal Unknown Deck Estate S0% | g.006017073
W/2NE/4; NE/ANE/S Forty Acres 50%
2 SE/4NW/4 28 208 36E 40 NM-18264 12.5% Finley, et al Unk Forty Acres 100% 0.000501423
3 SE/ANE/4 28 205 36E 40 NM-18264 12.5% Finley, et al L Forty Acres 100% 0.027020137
4 26: W/2; 27: E/2NE/4 26,27 205 36E 400 NM-18264 12.5% Finley, et af Unknown Forty Acras 100% 0.204448488
Apache 5%
s 21:5/2: 22: 5/2; NEJA w22 | s | 366 soo Mm-89873 | 12.5% | conocophinips, etal none Chevron % 1 0010028088
ConocoPhillips 25%
2°2 25%
6 26:SW/4SE/4; 35: W/2NE; SE/NE| 26, 35 208 36€ 160 tC-0487418 12.5% Finfey, et al none forty Acres 100% 0.047137029
7 26: SESE; 35: NENE 26, 35 205 36E 80 NM-62668 12.5% Finley, et al none Forty Acres 100% 0.00295942
8 N/2SE/4 26 205 36E 80 LC-0045784 12.5% | EWott industries, et al walting on Vanguard _ [Vanguard 100% 0.003920341
Stumhoffer Estate 3%
9 . SW/4 34 205 36E 160 LC-063116 12.5% Finley, et a!f none Farty Acres 7% 0.052885242
|Btgar 90%
Cralg M. McDonnold 01%
10 Nw/4 35 208 36€ 160 NMNM-07966 12.5% Apache, et al walting on Big Al David H. Essex .04% 0.03619879
- lJames. O Duncan 049%
McGee Driling Corp. 005%
1 S/2NW/4 34 205 36E 80 80-0230-0001 12.5% Chevron Waiting on Oxy Oxy 100% 0.002550231
12 . W/2NE 26 205 36E 80 80-2149-004 12.5% | Elllott Industries, etsl waiting on Vanguard __|Vanguard 100% 0.00213427
13 lots 9,10,15,16, SE/4 2 215 35€ 320 80-1327-002 12.5% Chevron Chevron/unknown Forty Acres 100% 0.008127661
. Braxos Ltd Partner 74%
14 E/2NE 26 208 36€ 80 80-2204-004 12.5% | 8203 Lo Partnenshin Waiting on Brazos GFW Ventures 6% 0.023028894
- RBA-80C Permian 20%
15 NE/SW; SW/Sw 1 215 38E |80 80-0244-001 12.5% Chevron Unk Chevron 100% 0.002759447
16 NW/Sw; SE/SW 1 | us [:e]| s | somesvor | 125w Chevron O e [Forty Acres 100% | 0026936938
17 NE/4 33 05 36E 160 61-1294-007,009 | 12.5% Finley none Forty Acres 100% 0.115913264
18 N/2SE/4 7 as 36E 80 1-1296-01 12.5% Fintey none Forty Acres 100% 0.001319644
19 SW/SE 7 05 6E 40 1-1296- 12.5% Elfiott ies Elliott/ .025 Primary 100% 0.000509843
20 SE/SE 7 205 36E 20 1-1296- 12.5% Elllote es walting on Yarbrough _|Yarbrough 100% 0.011872841
21 W/2SE; SE/SE 28 205 36 | 120 B1-1297-012 12.5% Finley none Forty Acres 100% 014246586
22 NW/4 33 208 36E 160 £1-1297-011 12.5% £0G Resources Unknown Forty Acres 100% .003101331
23 lots 11,12, 13, 14 1 215 35€ 160 €0-0393-005 12.5% LeaCo waltinng on LeaCo __[LeaCo 100% .012659244
24 NW/4 12 215 35E 160 €0-0394 12.5% LeaCo walting on LeaCo Apache 100% .005937785
25 NE/& 11 218 3SE 160 | €E0-0759-014,15,16 { 12.5% H B Harrls Unknown Forty Acre 100% 0.005090818
26 lot3 3 218 35€ 37.74 £0-1639-004 12.5% Kalser-Francis waling on Westbrook _|Westbrook 100% 0.001375247
Primary 33.34%
27 lots 4,56 3 218 i!i 117.78 £0-1639 12.5% Kalser-Francis Unknown .| " &Partners 66.66% 0.001286441
28 NW/4 11 215 35€ 160 ED-1639-004 125% Kalser-Frands Unknown Kaiser-Frencls 100% 0.002005691
28 lots 7, 8 2 215 35E 80 ED-1639-004 12.5% Kalser-Frands TBD Forty Acres 100% 0.075235073
Forty Acres 93.75%
30 SE/e 3 215 35€ 160 £0-1640-011 12.5% Finley T8D Unknown @ 6.25% 0.002005691
Wom Acres 7%
S ff 3%
N lots 4,5, 6 2 21§ 35e t 121 E0-1673-002 12.5% Devon, et af none Devon Energy (below current 0.050645326
“Mcﬂan); 100%




TForty Acres S0%

Deck 50%
2 w/2sw/a 2 215 35€ | 80 E0-1673-002 12.5% Devon, et al none Devon Energy (below current 0.001002846
Mﬂ 100%
Forty Acres 7%
Sturnhaff %
33 Ef2SW/4 2 215 356 80 €0-1673-002 12.5% Devon, ct ot none Devon Energy (befow current 0.001735377
roduction) 100%
*Primary (surface to top of the queen)
a s . 100%
3 N/2NE/a 32 208 36E 80 E0-1731-002 12.5% P L 262 (t0p of the queen & below) 0.001002846
100%
*Primary (surface to top of the queen)
5 100%
35 S/2NE/4 32 205 36E 80 €0-1731-002 12.5% 2PZ D ! 202 (top of the queen & below) 0.001011265
100%
36 lots 11,12,13, 14 2 215 3SE 160 £0-1732-010 12.5% Finley Unknown Forty Acres 100% 0.019215657
37 NI 98 |05 | e | 130 | FOIAE0hT | 175K | P0G Resources Tnknown 4?0% = w— 005 |
0
1005
EQG (Shallow Rights)
.005%
G.H. Nelson {Shalfow Rights)
.005%
Alzn O. Johnson (Shallow Rights)
.005%
Primary (Shallow Rights})
38 SWsw 28 208 36E 40 €0-5146-003 12.5% EOG Resources unknown :S:Iev Studer (Shallow Rights) 0.001154647
.005%

Robert 0. Olson (Shaliow Rights}
.005%

Harvey S. & Paula J. Olson {Shallow
Rights) .005%

Robert Bowers (Shallow Rights)
.005%

LH.R. Enterprises {Shalow Right)

005% (CONTINUEQ)




e F. Splllman| fow
005%

Marlon Bowers Trust {(Shallow Rights)
005%

Cart W. Burnett (Shallow Rights)
005%

Roland R. Nabors (Shallow Rights)
.005%

Bill W, Nelson {Shallow Rights)
005%

Oon Scott (Shatiow Rights)

005%

Don 8. & Doloris Scott {Shallow Rights)
005%

A. Earl Jonas (Shallow Rights)

.005%

1.C. Helnrich {Shallow Rights}

.005%

Homer H. Lawsan {Shallow Rights)
.005%

Darrefl W. Marker (Shatiow Rights)
.005%

35 NEJSE 28 205 S6E 20 £0-514 12.5% Hawkins Forty Acres 100% | 0.0054185%9
20 NE/SW 27 205 GE 20 €0-5146-00: 11.5% €0G [ Forty Acres 100% | 0.000576149
a1 S/25W/a 27 208 6E 80 £0-5146-00: 12.5% EOG R Unk Forty Acres 100% | 0.001189136
a2 lots 1,28 3 215 | 35 | 115.43 £0-8241-00 12.5% | Mobil Producing Waltingon BigAl___|Big Al 100% | 0.027902057
a3 1ot ? 3 ns | ase| <o £0-8241-002 | 12.5% | MobilProcucing waiting on Big Al :2‘0” 937: 0.001285946
a5 NIZNWJ4 34 205 | 36E | 80 10-6438-002 12.5% Bruton Unkaown [Primary 100% | 0.001424893
Concho B 97%
a6 NE/4 2 20s | 36e | 160 V0-0139-003 16.7% Legacy none ln.o. willlams & 0.002005691
Mel Van Craighead 3%
27 SE/4 32 20| 36€ | 160 V8-0935-002 18.8% €OG 0 " none Concho 100% | 0.00208568
Concho 25%
a8 Iots 9,10,11,12 3 215 | 3se | 160 VB 1665 18.8% Mewbourne none Primary 17% 0.00291925
Mewboume Ol Co. S8%
49 lots 13-16; SW/¢. 3 215 | 35€ | 320 V82370 18.8% | Primary Fuels NM none Forty Acres 100% | 0.004535521
50 NWSW 27 205 | 36E 40 VB-2398 18.8% Finley none Forty Acres 100% | 0.000722445
51 NE 34 0S| 36E | 160 V8-2758 18.8% Hooper none Forty Acres 100% 002303545
52 lots 3, 5, 6 1 1S | 35 | 1i7.71 VB-2778 18.8% SCR Energy ‘Walting on SCR SCR Energy Capial, LLC 100% 005196105
53 lot4 1 1S | 35¢ | 37.75 White heirs 12.5% Oxy Unknown Oy 100% 001824612
| Marian Kelly Trust 87.5%
54 se/a 3} 205 ) €| 0 | wheHers | 16.7% Unleased none Seth Estate 625% | 0.003013573
Lot 2 215 3S€
el Hudspeth Family 6.25%
55 iots 2,3 2 21S_ | 35¢ | 75.46 White heirs 12.5% Forty Acres none |Pr!.mary 100% | 0.001273258
56 NfISW 35 208 6E 80 White Heirs 12.5% Forty Acres none Primary 100% 0.105126884
57 _N/ISE[A 35 205 6E | 80 White 12.5% Forty Acres none Primary 100% | 0.004074004
36 S/ 35 205 366 80 White Heirs 12.5% McDonnold waiting on McDonnold _[McDonnold Op e 100% | 0.001945874
59 S/2SE/4 35 205 | 36¢ 20 White Heirs 12.5% Oxy [ Oxy 100% | 0.004910732




SE/4

33

205

36E

Colt

12.5%

Forty Acres

COG exchange (top of the queen &
below) 20%

Concho (top of the queen & below)
20%

Crump (top of the queen & below}
20%

Forty Acres (surface to top of the
queen) 100%

Oxy (top of the queen & below)
20%

'W.E. Harper (top of the queen & below)
20%

0.003684409

61

Sw/4

33

205

36E

160

Coll

12.5%

Forty Acres

Cancho {top of the queen & belaw)
33.33%

Forty Acres {surface to top of the
queen) 100%

Oxy (tap of the queen & below)

3333%

'W.E, Harper (top of the queen & below)

33.33%

0.002052001

62

215

35€

VB-1665

18.8%

Forty Acres 100%

0.020076633

lots 8, 10,11, 12




Exhibit "B-1"

Total Tract Participation by Wl Owner

3MG Corp

A. Earl Jones

Alan O. Johnson
Apache

Big Al

Bill W. Nelson
Brazos Ltd Partner
Carl W. Burnett
Chevron

COG Exchange
Concho
ConocoPhillips

Craig M. McDonnold
Crump

CWM 2008
CWM2008 I

Darrell W. Marker
David H. Esscx

Deck Estate

Devon Energy

Don B. & Doloris Scott
Don Scott

EOG

Forty Acres

G. H. Nelson

GFW Ventures
Harvey S. & Paula J. Olson
Homer H. Lawson
Hudspeth Family

J. C. Heinrich

James O. Duncan
Kaiser-Francis

L. H. R. Enterprises
LeaCo

Marian Kelly Trust
Marion Bowers Trust

McDonnold Operating Inc.

0.000112564
0.000007800
0.000002228
0.008444899
0.064974433
0.000002228
0.021456601
0.000004457
0.005266561
0.000127863
0.006715333
0.002507114
0.000010530
0.000095897
0.000227269
0.000077187
0.000004457
0.000035601
0.003290587
0.001736803
0.000006686
0.000008914
0.000083570
0.809099276
0.000004457
0.001752747
0.000008914
0.000015600
0.000188356
0.000003343
0.000049139
0.002005691
0.000004457
0.012659244
0.002636860
0.000004457
0.001945874




McGee Drilling Corp.
Mewbourne Development
Mewbourne Energy Partners
Mewbourne Qil Co.

Oxy

Primary Fuels

R.0. Wiliams & Mel Van Craighead
RBA-BOC Permian

Robert Bowers

Robert Q. Olson

Roland R. Nabors

SCR Energy Capital, LLC
Seth Family

Silverridge Corp

Stanley Studer
Stumhoffer Estate
Unknown 4

Vanguard

W.E. Harper

Wade F. Spillman
Westbrook

XTO

Yarborough

Pz

0.000005014
0.000192966
0.000086674
0.001985498
0.009576400
0.004114377
0.000092446
0.005819546
0.000013371
0.000004457
0.000004457
0.005196105
0.000188356
0.000178287
0.000008914
0.003243810
0.000125356
0.006054611
0.000125356
0.000004457
0.001375247
0.000312076
0.011872841
0.003830870




Exhibit ""C"

Total Participation By Tract #

Sum of Tract Participation
Tract # Total
1 0.0060170734
2 0.0005014228
3 0.0270201372
4 0.2044484884
S 0.0100284557
6 0.0471370291
7 0.0029594199
8 0.0039203411
9 0.0528862415
.10 0.0361987900
11 0.0025502310
12 0.0021342697
13 0.0081276611
14 0.0290288939
15 0.0027594473
16 0.0269369377
17 0.1159132639
18 0.0013196443
19 0.0005098427
20 0.0118728406
21 0.0142465858
22 0.0031013307
23 0.0126592440
24 0.0059377847
25 0.0050908180
26 0.0013752470
27 0.0012864406
28 0.0020056911
29 0.0752350726
30 0.0020056911
31 0.0506453261
32 0.0010028456
33 0.0017353769
34 0.0010028456
35 0.0010112655




36
37
38
39
40
a1l
42
a3
a4
as
46
a7
a8
49
50
51
52
53
54
55
56
57
58
59
60
61
62

0.0192156574
0.0034597902
0.0011546467
0.0054189989
0.0005761494
0.0011891359
0.0279020571
0.0012859464

Deleted
0.0014248931
0.0020056911
0.0020856802
0.0029192503
0.0045355211
0.0007224452
0.0023035451
0.0051961054
0.0018246118
0.0030135726
0.0012732577
0.1051268836
0.0040740043
0.0019458744
0.0049107319
0.0036844088
0.0020520006
0.0200766332
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UNIT OPERATING AGREEMENT
West Eumont Unit, Lea County, New Mexico

This Agreement, entered into as of the 13t day of November 2017, by the parties who

have signed the original of this instrument, a counterpart thereof, or other instrument agreeing to
be bound by the provisions hereof;

WITNESSETH:

‘WHEREAS, by order of the New Mexico Oil Conservation Division, the parties hereto
designated as Working Interest Owners are subject to, or have executed, as of the date hereof, an
agreement entitled, "Unit Agreement, West Eumont Unit, Lea County, New Mexico herein
referred to as "Unit Agreement”, which, among other things, provides for a separate agreement to

be entered into by Working Interest Owners to provide for the development and operation of the
Unit Area as therein defined;

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

Article !
CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby confirmed and
by reference made a part of this agreement. The definitions in the Unit Agreement are adopted
for all purposes of this agreement. 1f there is any conflict between the Unit Agreement and this
agreement, the Unit Agreement shall govemn.,

Article 2
EXHIBITS

21 Exhibits. The following exhibits are incorporated herein by reference:
2.1.1 Exhibits A and B of the Unit Agreement.

2.1.2 Exhibit C, attached hereto, is a schedule showing the total Unit
Participation of each Working Interest Owner. Exhibit C, or & revision thereof, shall not be
conclusive as to the information therein, except it may be used as showing the Unit Participations

of the Working Interest Owners for purposes of this agreement until shown to be in error or is
revised as herein authorized.

2.1.3  Exhibit D, attached hereto, is the Accounting Procedure applicable to Unit

Operations. If there is any conflict between this agreement and Exhibit D, this agreement shall
govern.




2.1.4 Exhibit E, attached hereto, contains insurance provisions applicable to
Unit Operations,

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

Article 3 to
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

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

3.2 Specific Authorities and Duties. The matters with respect to which the Working
Interest Owners shall decide and take action shall include, but not be limited to, the following:

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

3.2.2 Drilling of Wells. The drilling of any well whether for production of
Unitized Substances, for use as an injection well, or for other purposes.

323 Well Recompletions and Change of Status. The recompletion,
abandonment, or change of status of any well, or the use of any well for injection or other
purposes.

3.24 Expenditures. The making of any single expenditure in excess of Two-
bundred Seventy-five Thousand and No/1060 Dollars ($275,000.00); provided that, approval by
Working Interest Owners of the drilling, reworking, deepening, or plugging back of any well
shall include approval of all necessary expenditures required therefor, and for completing,
testing, and equipping the same, including necessary flow lines, separators, and lease tankage, or
injection equipment.

3.2.5 Disposition of Unit Equipment. The selling or otherwise disposing of any
major item of surplus Unit Equipment, if the current list price of new equipment similar thereto
is Two-bundred fifty thousand and No/100 Dollars ($250,000.00) or more.

3.2.6 Appearance Before a Court or Regulatory Agency. The designating of a
representative to appear before any court or regulatory agency in matters pertaining to Unit
Operations; provided that, such designation shall not prevent any Working Interest Owner from
appearing in person or from designating another representative in its own behalf.




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

(a) not be conducted more than once each year except upon the
resignation or removal of Unit Operator,

be made at the expense of all Working Interest Owners other than
the Working Interest Owner designated as Unit Operator, and

(c)  be made upon not less than thirty (30) days' written notice to Unit
Operator.

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

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

3.2.10 Assignments to Committees. The appointment of committees to study
any problems in connection with Unit Operations.

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

3.2.13 The adjustment and readjustment of investments.

3.2.14 The termination of the Unit Agreement.

Article 4
MANNER OF EXERCISING SUPERVISION

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

42 Meetings. All meetings of Working Interest Owners shall be called by Unit
Operator upon its own motion or at the request of one or more Working Interest Owners having a
total Unit Participation of not less than two percent (2%). No meeting shall be called on less than
fourteen (14) days' advance written notice, with agenda for the meeting attached. Unit Operator
shall determine eand notify Working Interest Owners of the time and place for the meeting.
Working Interest Owners who attend the meeting shall not be prevented from amending items or
other items presented in the agenda or from deciding the amended item or other items presented




at the meeting. Working Interest Owners may attend any meeting by telephone, or other live-
voice electronic means. The representative of Unit Operator shall be chairman of each meeting,

43  Voting Procedure, Working Interest Owners shall decide all matters coming
before them as follows:

4.3.1 Voting Interest. Each Working Interest Owner shall have a voting
interest equal ta its Unit Participation. :

43.2 Vote Required-—~Generally. Unless otherwise provided herein or in the
Unit Agreement, all matters shall be decided by an affirmative vote of seventy-five percent
(75%) or more voting interest; provided that, should any one Working Interest Owner have more

than seventy-five percent (75%) voting interest, its vote must be supported by the vote of one or
more Working Interest Owners.

433 Vote at Meeting by Non-attending Working Interest Owner. Any
Working Interest Owner who is not represented at a meeting may vote by letter or telegram

addressed to the representative of the Unit Operator if its vote is received prior to the vote on the
item.

434 Poli Votes. Working Interest Owners may vote on and decide, by letter or
telegram, any matter submitted in writing to Working Interest Owners, if no meeting is
requested, as provided in Section 4.2, within seven (7) days after the proposal is sent to Working
Interest Owners. Unit Operator will give prompt notice of the results of the voting to all
Working Interest Owners.

Article 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

5.1 Reservation of Rights. Working Interest Owners severally reserve to themselves
all their rights, except as otherwise provided in this agreement and the Unit Agreement.

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

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

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

Article 6
UNIT OPERATOR




6.1  Initial Unit Operator. Forty Acres Energy, LLC is hereby designated as Unit
Operator.

6.2  Resignation or Removal. Operator may resign at any time by giving written
notice thereof to Non-Operators. If Operator terminates its legal existence or no longer owns an
interest in the Unit Area, Operator shall be deemed to resign without any action by Non-
Operators except the sclection of a successor. Operator may be removed only for good cause by
the affirmative vote of two or more Non-Operators owning eighty percent (80%) interest based
on ownership as shown on Exhibit "A". Such vote shall not be deemed effective until a written
notice bas been delivered to the Operator by Non-Operator detailing the alleged default and
Operator has failed to terminate the default within 30 days from its receipt of the notice or, if the
default concerns an operation then being conducted, within 48 hours of its receipt of the notice.
For the purposes hereof, "good cause” shall mean not only gross negligence or willful
misconduct but also the material breach of or inability to meet the standards of operations
contained Article 7.2 herein or material failure or inability to perform its obligations under this
Agreement.

6.3 Selection of Successor. Upon the resignation or removal of a Unit Operator, a
successor Unit Operator shall be selected by Working Interest Owners.

Article 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR

7.1  Exclusive Right to Operate Unit. Subject to the provisions of this agreement and
to instructions from Working Interest Owners, Unit Operator shall have the exclusive right and
be obligated to conduct Unit Operations.

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

13 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands and
leases in the Unit Area free from all liens and encumbrances occasioned by Unit Operations,
except the lien of Unit Operator granted hereunder.

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

7.5 Records. Unit Operator shall keep correct books, accounts, and records of Unit
Openations. .




7.6  Reports to Working Interest Owners. Unit Operator shall furnish to Working
Interest Owners periodic reports of Unit Operations.

7.7  Reports to Govemnmental Authorities. Unit Operator shall make all reports to
governmental authorities that it has the duty 10 make as Unit Operator.

Nothing herein contained shall grant or be construed to grant Operator the right or
authority to waive or release any rights, privileges or obligations which Non-Operators may have
under federal or state laws or under rules, or regulations or orders promulgated under such laws

in reference to oil and gas operations, including the location, operation, or production of wells,
on tracts offsetting or adjacent to the Unit Area.

With respect to operations hereunder, Non-Operators agree to release Operator
from any and all losses, damages, injuries, claims and causes of action arising out of|, incident to
or resulting directly or indirectly from Operator's interpretations or application of rules,
regulations, or orders of the Department of Energy or Federal Energy Regulatory Commission or
predecessor or successor egencies to the extent such interpretation or application was made in
good faith and does not constitute gross negligence. Each Non-Operator further agrees to
reimburse Operator for such Non-Operator share of production or any refund, fine, levy or other
governmental sanction that Operator may be required to pay as a result of such an incorrect
interpretation or application, together with interest and penalties thereon owning by Opcrator as a
result of such incorrect interpretation or application.

7.8  Engineering and Geological Information. Unit Operator shall fumnish to a
Working Interest Owner, upon written request, a copy of the log and other engineering and
geological data pertaining to wells drilled for Unit Operations.

7.9  Expenditures. Unit Operator is authorized to make single expenditures not in
excess of Two-hundred seventy-five thousand and No/100 Dollars ($275,000.00) without prior
approval of Working Interest Owners. If an emergency occurs, Unit Operator may immediately
make or incur such expenditures as in its opinion are required to deal with the emergency. Unit
Operator shall report to Working Interest Owners, as promptly as possible, the nature of the
emergency and the action taken.

7.10  Wells Drilled by Unit Operator. All new drill wells or existing wells deepened
by Unit Operator shall be at the usual rates prevailing in the area. Unit Operator may employ its
own tools and equipment, but the charge therefor shall not exceed the prevailing rate in the area,
and the work shall be performed by Unit Operator under the same terms and conditions as are
usual in the area in contracts of independent contractors doing work of a similar nature,

7.11 Taking in Kind. If, pursuant to the Unit Agreement, Operator is purchasing or
selling more than its share of Unitized Substances pursuant to the Unit Agreement, any such sale
by Operator shall be in a manner commercially reasonable under the circumstances but Operator
shall have no duty to share any existing market or to obtain a price equal.to that received under
any existing market. The sale or delivery by Operator of a non-taking party's share of oil under
the terms of any existing contract of Operator shall not give the non-taking party any interest in




or make the non-taking party a party to said contract. No purchase shall be made by Operator
without first giving the non-taking party at lcast ten (10) days written notice of such intended
purchase and the price to be paid or the pricing basis to be used.

Article 8
TAXES

8.1  Ad Valorem Taxes. Unit Operator shall make and file all necessary ad valorem
tax renditions and returns with the proper taxing authorities covering all rcal and personal
property of each Working Interest Owner used or held by Unit Operator in Unit Operations.
Unit Operator shall settle assessments arising therefrom. All such ad valorem taxes shall be paid
by Unit Operator and charged to the joint account; provided thet, if the interest of a Working
Interest Owner is subject 1o a scparately assessed overriding royalty interest, production
payment, or other interest in excess of a one eighth (1/8) royalty, such Working Interest Owner
shall be given credit for the reduction in taxes paid resulting therefrom.

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

Article 9
INSURANCE

9.1  Insurance. Unit Operator, with respect to Unit Operations, shall do the following:

9.1.1 Comply with the Workmen's Compensation Law of the State of New
Mexico.

9.1.2 Carry Employer's Liability and other insurance required by the laws of the
State of New Mexico.

9.1.3 Carry other insurance as set forth in Exhibit E.

Article 10
ADJUSTMENT OF INVESTMENTS

10.1  Personal Property Taken Over. Upon the Effective Date hereof, Working Interest
Owners shall deliver to Unit Operator the following:

10.1.1 Wells and Casing. All wells completed in the Unitized Formation,
together with the casing therein.

10.1.2 Well and Lease Equipment. The tubing in each such well, the wellhead
connections thereon, and all other lease and operating equipment that is used in this operation of

such wells which Working Interest Owners determine necessary or desirable for conducting Unit
Operations.




find 10.1.3 Records. A copy of all production and well records that pertain to such
wells.

10.2 Inventory and Evaluation of Personal Property. Working Interest Owners shall av
Unit Expense inventory and evaluate in accordance with the provisions of Exhibit D the personal
property taken over.

10.3 Investment Adjustment. Upon approval by Working Interest Owners of the
inventory and evaluation, each Working Interest Owner shall be credited with the value of its
interest in all personal property taken over under Section 10.1.2, and shall be charged with an
amount equal to that obtained by multiplying the total value of all personal property taken over
under Section 10.1.2 by such Working Interest Owner's Unit Participation. If the charge against
any Working Interest Owner is greater than the amount credited to such Working Interest Qwner,
the resulting net charge shall be an item of Unit Expense chargeable against such Working
Interest Owner. If the credit to any Working Interest Owner is greater than the amount charged
against such Working Interest Owner, the resulting net credit shall be paid to such Working

Interest Owner by Unit Operator out of funds received by it in settlement of the net charges
described above.

104  General Facilities. The acquisition of warehouses, warehouse stock, lease
houses, camps, facility systems, and office buildings necessary for Unit Operations shall be by

negotiation by the owners thereof and Unit Operator, subject to the approval of Working Interest
Owners.

10.5  Owmership of Personal Property and Facilities. Each Working Interest Owner,
individually, shall by virtue hereof own an undivided interest, equal to its Unit Participation, in
all personal property and facilities taken over or otherwise acquired by Unit Operator pursuant to
this agreement.

Article 11
UNIT EXPENSE

11.1  Basis of Charge to Working Interest Owners. Unit Operator initially shall pay all
Unit Expenses for Unit Operations that do not otherwise require Working Interest Qwner
approval pursuant to Article 3 and all approved Unit Operations (hereinafter “Ordinary Unit
Expenses™). Bach Working Interest Owner shall reimburse Unit Operator for its share of
Ordinary Unit Expenses. Each Working Interest Owner's share of Ordinary Unit Expenses shall
be allocated in proportion to its Unit Participation at the time such Ordinary Unit Expense is

incurred. All charges, credits, and accounting for Ordinary Unit Expenses shall be in accordance
with Exhibit D.

11.2  Budgets. Before or as soon as practical after the effective date hereof, Unit
Operator shall prepare a budget of estimated Unit Expense for the remainder of the calendar
year, and, on or before the first day of each November thereafter, shall prepare such a budget for
anticipated Ordinary Unit Expenses anticipated for the ensuing calendar year. A budget shall set




forth the estimated Ordinary Unit Expense by quarterly periods. Budgets shall be estimates only,
and shall be adjusted or corrected by Working Interest Owners and Unit Operator whenever an
adjustment or correction is proper. A copy of each budget and adjusted budget shall promptly be
furnished to each Working Interest Owner.

11.3  Advance Billings.  Unit Operator shall have the right, without prejudice to its
other rights or remedies, to require Working Interest Owners to advance their respective shares
of estimated Ordinary Unit Expenses by submitting to each Working Interest Owner, on or
before the 15" day of any month, an itemized estimate thereof for the succeeding month,
together with an invoice for such Working Interest Owner’s share thereof. Within thirty (30)
days thereafter, each Working Interest Owner shall pay to Unit Operator its respective share of
such estimate. Adjustments between estimated and actual Ordinary Unit Expenses shall be made
by Unit Operator at the close of each calendar month, and the accounts of Working Interest
Owners shall be adjusted accordingly. If a Working Interest Owner fails to advance its
respective share of estimated Ordinary Unit Expenses as provided in this Section 11.3, such
Working Interest Owner's share of any such advanced billings shall be treated as an item of
Unpaid Ordinary Unit Expenses pursuant to Section 11.4.

11.4  Unpaid Ordinary Unit Expenses.  If any Working Interest Owner fails or is
unable to pay (i) its share of Ordinary Unit Expenses within sixty (60) days after rendition of a
statement therefore by Unit Operator, or (if) its share of advanced billings in accordance with
Section 11.3, the unpaid balance shall be paid to Unit Operator by the non-defaulting Working
Interest Owners (or by Unit Operator as applicable under Section 11.3) as if it were Ordinary
Unit Expenses in the proportion that the Unit Participation of cach such non-defaulting Working
Interest Owner bears to the total Unit Participation of all such non-defaulting Working Interest
Owners. Such unpaid amount shall bear interest at the prime rate set by Chase Bank for the
same period plus five percent (5%) per annum or the maximum contract rate permitted by
applicable usury laws, whichever is the lesser. Working Interest Owners (or Unit Operator, as
applicable) so paying the same shall be reimbursed therefor, together with interest thereon, when
the amount so carried and the interest thereon are collected from the defaulting Working Interest
Owmer’s share of the sale of Unitized Substances. During the time that any Working Interest
Owner fails to pay its share of Ordinary Unit Expenses, the Unit Operator shall be entitled to
collect and receive from the purchaser of production, the proceeds from such defaulting Working
Interest Owner’s share of the sale of Unitized Substances. All credits to any such defaulting
Working Interest Owner on account of the sale or disposal of Unit Equipment, or otherwise, shall
also be applied against the unpaid share of Ordinary Unit Expenses charged against such
defaulting Working Interest Owner until such Working Interest Owner's share of Ordinary Unit
Expenses are paid in full, together with any interest accrued thereon.

Notwithstanding the foregoing, Unit Operator shall have the option, but not the
obligation, to elect to carry or otherwise finance any defaulting Working Interest Owner(s) in
lieu of having all non-defaulting Working Interest Owners participate in the carmrying or
otherwise financing any defaulting Working Interest Owner(s). Unit Operator upon such
election shall be entitled to recovery of the money advanced on behalf of a defaulting Working
Interest Owner, plus any additional administrative charges and interest as provided herein.




11.5 Commingling of Funds. No funds received by Unit Operator under this

agreement need be segregated or maintained by it as a separate fund, but may be commingled
with its own funds.

Operator shall hold for the account of the Non-Operators any funds of the Non-Operators
advanced or paid to the Operator, either for the conduct of operations hercunder or as a result of
the sale of production from the Unit Area, and such funds shall remain the funds of the Non-
Operators on whose account they are advanced or paid until used for their intended purpose or
otherwise delivered to the Non-Operators or-applied toward the payment of debts as provided
herein. Nothing in this Agreement shall be construed to establish a fiduciary relationship
between Operator and Non-Operators for any purpose other than to account for Non-Operator
funds as herein specifically provided. Nothing in this Agreement shall require the maintenance
by Operator of separate accounts for the funds of Non-Operators unless the parties otherwise
specifically agree.

11.6  Liens and Security Interests: Each party grants to the other parties hereto a lien
upon any interest it now owns or hereafter acquires in Oil and Gas Leases and Oil and Gas
Interests in the Unit Area, and a security interest and/or purchase money security interest in any
interest it now owns or hereafter acquires in the personal property and fixtures on or used or
obtained for use in connection therewith, to secure performance of all of its obligations under
this agreement including but not limited to payment of expense, interest and fees, the proper
disbursement of all monies paid hereunder, the assignment or relinquishment of interest in Ofl
and Gas Leases as required hereunder, and the proper performance of operations hercunder.
Such lien and security interest granted by each party hereto shall include such party's leasehold
interests, working interests, operating rights, and royalty and overriding royalty interests in the
Contract Area now owned or hereafter acquired and in lands pooled or unitized therewith or
otherwise becoming subject to this Agreement, the Oil and Gas when extracted therefrom and
equipment situated thereon or used or obtained for use in connection therewith (including,
without limitation, all wells, tools, and tubular goods), and accounts (including, without
limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the
wellhead), contract rights, inventory and general intangibles relating thereto or arising therefrom,
and all proceeds and products of the foregoing.

To perfect the lien and security agreement provided herein, each party hereto shall
execute and acknowledge the recording supplement and/or any financing statement prepared and
submitted by any party hereto in conjunction herewith or at any time following execution hereof,
and Operator is authorized to file this Agreement or the recording supplement executed herewith
as a lien or mortgage in the applicable real estate records and as a financing statement with the
proper officer under the Uniform Commercial Code in the state in which the Unit Area is
situated and such other states as Operator shall deem appropriate to perfect the security interest
granted hereunder. Any parly may file this agreement, the recording supplement executed
herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable

real estate records and/or a financing statement with the proper officer under the Uniform
Commercial Code.
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Each party represents and warrants to the other partics hereto that the lien and security
interest granted by such party to the other parties shall be a first and prior lien, and cach party
hereby agrecs to maintain the priority of said lien and security interest against all persons
acquiring an interest in Oil and Gas Leases and Interests covered by this Agreement by, through
or under such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gag
Interests covered by this Agreement, whether by assignment, merger, mortgage, operation of
law, or otherwise, shail be deemed to have taken subject to the lien and security interest granted
by this Article 11.5 as to all obligations attributable to such interest hereunder whether or not
such obligations arise before or after such interest in acquired.

To the extent that parties have a security interest under the Uniform Commercial Code of
the state in which the Unit Area is situated, they shall be entitled to exercise the rights and.
remedies of a secured party under the Code. The bringing of a suit and the obtaining of
judgment by a party for the secured indebtedness shall not be deemed an election of remedies or
otherwise affect the lien rights or security interest as security for the payment thereof. In
addition, upon default by any party in the payment of its share of expenses, interests or fees, or
upon the improper use of funds by the Operator, the other parties shall have the right, without
prejudice to other rights or remedies, to collect from the purchaser the proceeds from the sale of
such defaulting party's share of Oil and Gas until the amount owed by such party, plus interest as
provided in "Exhibit D", has been received, and shall have the right to offset the amount owed
against the proceeds from the sale of such defaulting party's share of Oil and Gas. All
purchasers of production may rely on a notification of default from the non-defaulting party or
parties stating the amount due as a result of the default, and all parties waive any recourse
available against purchasers for releasing production proceeds as provided in this paragraph.

If any party fails to pay its share of cost within sixty (60) days after rendition of a
statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon
request by Operator, pay the unpaid amount in the proportion that the interest of each such party
bears to the interest of all such parties. The amount paid by each party so paying its share of the
unpaid amount shall be secured by the liens and security rights described herein, and each paying
party may independently pursue any remedy available hereunder or otherwise.

If any party does not perform all of its obligations hereunder, and the failure to perform
subjects such party to foreclosure or execution proceedings pursuant to the provisions of this
Agreement, to the extent allowed by goveming law, the defaulting party waives any available
right of redemption from and after the date of judgment, any required valuation or appraisement
of the mortgaged or secured property prior to sale, any available right to stay execution or to
require a marshaling of assets and any required bond in the cvent a receiver is appointed. In
addition, to the extent permitted by applicable law, each party hereby grants to the other parties a
power of sale as to any property that is subject to the lien and security rights granted hereunder,
such power to be exercised in the manner provided by applicable law or otherwise in a
commercially reasonable manner and upon reasonable notice.

Each party agrees that the other parties shall be entitled to utilize the provisions of Oil

and Gas lien law or other lien law of any state in which the Unit Area is situated to enforce the
obligations of each party hereunder. Without limiting the generality of the foregoing, to the




extent permitted by applicable law, Non-Opcrators agree that Operator may invoke or utilize the
mechanics' or materialmen's lien law of the state in which the Unit Area is situated in order to

secure the payment to Operator of any sum due¢ hereunder for services performed or materials
supplied by Operator.

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

11.8 Non-participating Working Interest Owners. Upon entry of an order of the New
Mexico Oil Conservation Division, this Agreement, as authorized by Article 7, Statutory
Unitization Act, §70-7-1. Et seq., N.M.S.A., governs the relationship of all Working Interest
Owners in lands included in the Unit Area, Any Working Interest Owner that does not join in, or
ratify this Agreement (“Non-participating Working Interest Owner”) shall (a) have no voting
rights as to Unit Operations, (b) be deemed non-participating in all Unit operations conducted in
accordance with this Agreement, and (c) shall not be entitled to notice of, or to attend meetings
of the Working Interest Owners. The ownership interest, and development obligations of each
Non-participating Working Interest Owner shall be allocated to the Working Interest Owners
exccuting, or ratifying this Agreement, and costs incurred on bebalf of such Non-participating
Working Interest Owners may be recouped by those Working Interest Owners from the
participation share of proceeds from the sale of oil and gas attributable to the ownership of the
Non-participating Working Interest Owners, and such recoupment shall include the actual costs
incurred plus two hundred percent (200%) of such costs.

Article 12
NON-UNITIZED FORMATIONS

12.1  Right to Operate. Any Working Interest Owner that now has or hereafter
acquires the right to drill for and produce oil, gas, or other minerals, from other than the Unitized
Formation, shall have the right to do so notwithstanding this agreement or the Unit Agreement.
In exercising the right, however, the Working Interest Owner shall exercise reasonable
precaution to prevent reasonable interference with Unit Operations. No Working Interest Owner
shall produce Unitized Substances through any well drilled or operated by it. If any Working
Interest Owner drills any well into or through the Unitized Formation, the Unitized Formation
shall be protected in a manner satisfactory to Working Interest Owners so that the production of
Unitized Substances will not adversely be affected.

Article 13

12




TITLES

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

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

Article 14
LIABILITY, CLAIMS, AND SUITS

14.1 Individual Liability. The liability of the parties shall be several, not joint or
collective. Each party shall be responsible only for its obligations, and shall be liable only for its
proportionate share of the costs of developing and operating the Unit Area. Accordingly, the
liens granted among the parties in Article 11.5 are given to secure only the debts of each
severally, and no party shall have any liability to third parties hereunder to satisfy the default of
any other party in the payment of any expense or obligation hereunder. It is not the intention of
the parties to create, nor shall this Agreement be construed as creating, a mining or other
partnership, joint venture, agency relationship or association, or to render the parties liable as
parties, co-venturers, or principles. In their relations with each other under the Agreement, the
parties shall not be considered fiduciaries or to have established a confidential relationship but
rather shall be free to act on an arm's-length basis in accordance with their own respective self-
interest, subject, however, to the obligation of the parties to act in good faith in their dealings
with each other with respect to activities hereunder.

14.2  Settlements. Unit Operator, on behalf of the Working Interest Owners, may settle
any single darnage claim or suit involving Unit Operations but not involving an expenditure in
excess of Two-Hundred Fifty Thousand and no/100 Dollars ($250,000.00) provided the payment
is in complete settlement of such claim or suit. If the amount required for settlement exceeds the
above specified amount, Working Interest Owners shall assume and take over the further
handling of the claim or suit unless such authority is expressly delegated to Unit Operator. All
costs and expense of handling, settling, or otherwise discharging such claim or suit shall be an
item of Unit Expenses. If a claim is made against any Working Interest Owner or if any
Working Interest Owner is sued on account of any matter arising from Unit Operations and over
which such Working Interest Owner individually has no control because of the rights given
Working Interest Owners and Unit Operator by this agreement and the Unit Agreement, the
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Working Interest Owner shall immediately notify the Unit Operator, and the claim or suit shall
be treated as any other claim or suit invelving Unit Operations.

ARTICLE 15
INTERNAL REVENUE PROVISION
15.1 Each Working Interest Owner hereby elects that it and the operations covered by this
agreement be excluded from the application of Subchapter K of chapter I of Subtitle A of the
Internal Revenue Code of 1954, or such portion thereof as the Secretary of the Treasury of the
United States or his delegate shall permit by election to be excluded therefrom. Unit Operator is
hereby authorized and directed to execute on behalf of each Working Interest Owner such
additional or further evidence of the election as may be required by regulations issued under said
Subchapter K. Should the regulations require each party to execute such further evidence, each
Working Interest Owner agrees to execute or join in the execution thereof. The election hereby
meade and the other provisions of this paragraph shall apply in like manner to applicable state

laws, regulations, and rulings now in effect or hereafter enacted that have an effect similar to the
federal provisions referred to herein.

Article 16
NOTICES

16.1  All notices authorized or required between the parties by any of the provisions of
this Agreement, unless otherwise specifically provided, shall be in writing and delivered in
person or by United States mail, courier service, telegram, telex, telecopier or any other form of
facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A". All telephone or oral notices permitted by this Agreement shell be confirmed
immediately thereafter by written notice. The originating notice given under any provision
hereof shall be deemed delivered only when received by the party to whom such notice is
directed, and the time for such party to deliver any notice in response thereto shall run from the
date the originating notice is received. "Receipt” for purposes of this Agreement with respect to
written notice delivered hereunder shall be actual delivery of the notice to the address of the
party to be notified specified in accordance with this Agreement, or to the telecopy, facsimile or
telex machine of such party. The second or any responsive notice shall be deemed delivered
when deposited in the United States mail or at the office of the courier or telegraph service, or
upon transmittal by telex, telecopy or facsimile, or when personally delivered to the party to be
notified, provided, that when response is required within 24 or 48 hours, such response shall be
given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
shall have the right to change its address at any time, and from time to time, by giving written
notice thereof to ell other parties. If a party is not available to receive notice orally or by
telephone when a party attempts to deliver a notice required to be delivered within 24 or 48
hours, the notice may be delivered in writing by any other method specified herein and shall be
deemed delivered in the same manner provided above for any responsive notice.

Article 17
WITHDRAWAL OF WORKING INTEREST OWNER

4
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17.1  Withdrawal. A Working Interest Owner may withdraw from this agreement by
transferring, without warranty of title, either express or implied, to the other Working Interest
Owner who do not desire to withdraw, all its Oil and Gas Rights together with its interest in all
Unit Equipment and in all wells used in Unit Operation. Such transfer shall not relieve said
Working Interest Owner from obligation or liability incurred prior to the date of the delivery of
the transfer, which delivery may be made to Unit Operator as Agent for the transferees. The
interest transferred shall be owned by the transferees in proportion to their respective Unit
Participations. The transferees, in proportion to the respective interests so acquired, shall pay

- transferor, for its, interest in Unit Equipment, the fair salvage value thereof as estimated and

fixed by Working Interest Owners. After the date of delivery of the transfer, the withdrawing
Working Interest Owner shall be relieved from all further obligations and liability hereunder and
under the Unit Agreement, and the rights of such Working Interest Owner hereunder and under
the Unit Agreement shall cease insofar as they existed by virtue of the interest transferred.

Article 18
ABANDONMENT OF WELLS

18.1 Rights of Former Owners. If Working Interest Owners decide to abandon
permanently any well within the Unit Area prior to termination of the Unit Agreement, Unit
Operator shall give written notice thereof to the Working Interest Owners of the Tract on which
the well is located, and they shall have the option for a period of ninety (90) days after the
sending of such notice to notify Unit Operator in writing of their election to take over and own
the well. Within ten (10) days after the Working Interest Owners of the Tract have notified Unit
Operator of their election to take over the well, they shall pay Unit Operator, for credit to the
joint account, the amount estimated by Working Interest Qwners to be the net salvage vaiue of
the casing and equipment in and on the well. The Working Interest Owners of the Tract, by
taking over the well, agree to seal off effectively and protect the Unitized Formation, and upon
abandonment to plug the well in compliance with applicable laws and regulations.

18.2  Plugging. If the Working Interest Owners of a Tract do not elect to take over a
well Jocated thereon which is proposed for abandonment, Unit Operator shall plug and abandon
the well in compliance with applicable laws and regulations.

Article 19
EFFECTIVE DATE AND TERM

19.1  Effective Date. This agreement shall become effective on the date and at the
time that the Unit Agreement becomes effective.

192  Term. This agreement shall continue in effect so long as the Unit Agreement
remains in effect, and thereafter until (a) all unit wells have been abandoned and plugged or
turned over to Working Interest Owners in accordance with Article 20, (b) all Unit Equipment
and real property acquired for the joint account have been disposed of by Unit Operator in

accordance with instructions of Working Interest Owners, and (c) there has been a final
accounting.
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Article 20
ABANDONMENT OF OPERATIONS

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

20.1.1 Oil and Gas Rights. Oil and Gas Rights in and to each separate Tract shall
no longer be affected by this agreement, and thereafier the parties shall be governed by the terms
and provisions of the leases, contracts, and other instruments affecting the separate Tracts.

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

20.1.3 Salvaging Wells. Unit Operator shall saivage as much of the casing and
equipment in or on wells not taken over by Working Interest Owners of separate Tracts as can
economically and reasonably be salvaged, and shall cause the wells to be plugged and abandoned
properly.

20.1.4 Cost of Salvaging. Working Interest Owners shall share the cost of
salvaging, liquidation or other distribution of assets and properties used in Unit Operation in
proportion to their respective Unit Participations.

Article 21
EXECUTION

21.1 Qriginal Counterpart, or Other Instrument. A party may become a party to this
agreement by signing the original of this instrument, a counterpart thereof, or other instrument
agreeing to be bound by the provisions hereof. The signing of any such instrument shall have the
same effect as if all the parties had signed the same instrument.

Article 22
SEVERABILITY

22.1 Severability. For the purposes of assuming or rejecting this Agreement as an
executory contract pursuant to federal bankruptcy laws, this Agreement shall not be severable,
but rather must be assumed or rejected in its entirety, and the failure of any party to this

Agreement to comply with all of its financial obligations provided herein shall be a material
default.

Article 23
SUCCESSORS AND ASSIGNS




23.1 Successors and Assigns. The provisions hereof shall be covenants running with
lands, leases, and interests covered hereby, and shall be binding upon and inure to the bencfit of
the respective heirs, devisees, legal representatives, successors, and assigns of the parties hereto.

IN WITNESS WHEREOQF, The parties hereto have cxecuted this agreement on the dates
opposite their respective signatures.
UNIT OPERATOR:
Forty Acres Energy, LLC
By:

Name:
Title:

WORKING INTEREST OWNERS:
Forty Acres Energy, LLC
By:

Name:
Title:

STATE OF TEXAS §
COUNTY OF HARRIS §

This instrument was acknowledged before me this ___ day of

2017, by XXXX, (title), of Forty Acres Energy, LLC, a Delaware limited Liability Company, on
behalf of said LLC.

Notary Pubtic for the
State of Texas

17




Exhibit "C"

Total Participation By Tract #

Sum of Tract Particlpation

Tract# Total

1 0.0060170734
2 0.0005014228
3 0.0270201372
4 0.2044484884
5 0.0100284557
6 0.0471370291
7 0.0029594199
8 0.0039203411
9 0.0528862415
10 0.0361987900
11 0.0025502310
12 0.0021342697
13 0.0081276611
14 0.0290288939
15 0.0027594473
16 0.0269369377
17 0.1159132639
18 0.0013196443
19 0.0005098427
20 0.0118728406
21 0.0142465858
22 0.0031013307
23 0.0126592440
24 0.0059377847
25 0.0050908180
26 0.0013752470
27 0.0012864406
28 0.0020056911
29 0.0752350726
30 0.0020056911
31 0.0506453261
32 0.0010028456
33 0.0017353769
34 0.0010028456

35 0.0010112655




36
37
38
39
40
q1
42
43
a4
a5
46
47
48
49
SO
51
52
53
54
55
56
57
S8
59
60
61
62

0.0192156574
0.0034597902
0.0011546467
0.0054189989
0.0005761494
0.0011891359
0.0279020571
0.0012859464

Deleted
0.0014248931
0.0020056911
0.0020856802
0.0029192503
0.0045355211
0.0007224452
0.0023035451
0.0051961054
0.0018246118
0.0030135726
0.0012732577
0.1051268836
0.0040740043
0.0019458744
0.0049107319
0.0036844088
0.0020520006
0.0200766332
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Attached to and medo pert of _West Egmont Unit Jolat Onerating Acysement

COPAS 2003 Accountting Procedure
Recommended by COPAS
Exhiblt “p”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

L GENERAL PROVISIONS

IF THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING "ALTERNATIVE" PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE™ PROVISIONS, ALTERNATIVE 1 IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE
BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION.

IN THE EVENT TEAT ANY “QPTIONAL" PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY TEB
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT
FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT

L

- OF THE PARTIES IN SUCH EVENT,

DEFINITIONS

Al torms used in this Accounting Procadure shall have the thllowing meaning, unless atherwise ly defined in the Agr

“Affliate® mozns for o persan, another perton that controls, is controlled by, or is under commen control with that person. In this
definitian, (s) control means the owneship by ono person, direetly or [odirectly, of raore than fifty percent (S0%) of the voting seeurities
of & corporation or, for other persons, the equivalemt ownetship nterest (such es partacrship interesty), and (b) “person™ means an
individus), corporation, partnership, trust, estats, unincorparsted arganization, assaciation, or other legal entity.

“Agreement™ mesns tho cpersting agreement, fhmout agresment, or other contract between the Partics to which this Acsounting
Procedure bs sitached.

*Controliable Material® meany Material that, st the tims of eoquisition or dispogition by the Joint Assount, as epplisabls, is so classified
in the Materie) Clagsification Manua! most recently recommendad by the Couneil of Petraleurn Accountants Societics (COPAS).

jon east to the Joint Account besed upon tho digtance from the nearest

“Equalized Freight® means the procedure of charging
Railway Ressiving Point to the property

=Exeluded Amount™ mesans a speoified excluded trucking amount most recently recommended by COPAS.

“Fleld Offics™ means a structure, or portion of a strusture, whether a teziporary or installation, the primasy function of which is
to directly serve dally operation smd maintensnce ectivities of the Joirt Property and which dcrves as o steging erea for direotly chergeablo

Hold personnol.

*First Lavel Supervislon® reans thoss employess whoss primary functioa in Joint Operations is ths direst ovarsight of the Operetor's
fisld cmployess and/or contrace Iabar direcdy employed On-site in 8 field operating capaoity. First Level Supervision fimctions mey
includs, but &re not limited to:

« Respontibility for ficld employees and oontract labor engaged in ectivities that cm includs ficld operations, maintenance,
wall [a! wovk, oqul and drilling

Responaibility far day-to-dny direct oversight of rig operetions

Rasponsibfiity for day-to-dxy direct oversight of construstion cpertitns

Coandination of job priorities and approval of work procodures

Responalbility for optimal ressuree otilimation (equipment, Materials, personnef)

Responsibility for mesting produstion sed field oporating expenss targets

* Representation of the Parties in local matters invetving ity, vendors, regul ,.opnauﬂ' d 2, 83 on il
part of the supervisor's operating respoasibilities

* Responsidility for ell cmergency respenses with field stnff

« Respena{blity for implemsenting safety and envirgnmentsl practices

+ Responsibility for feld sdherencs to company policy

* Respansidility for employment decisions and performance spprisals for fisld personnel

+ Oversight of sub-groups for fleld Amotions such as clootrical, safity, environmental, talecommunications, which may have growp
or teem lcaders.

“Jolnt Account™ means the account showing the charges pald end credits ressived In the canduct of the Joiat Operutions that are to bo

- shared by the Partiss, but does not include proceeds estributable to hydrocarbons and by-products prodused under ths Agreement.

“Jolnt Operations” means all operations necessury or proper for the explomtion, appreisal, development, production, protection,
maintenanes, ropulr, abandonment, and restoration of ths Joint Property.

COPYRIGHT © 2005 by Cousll of Petrolum Accountants Societies, bno. (COPAS)
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COPAS 2005 Accounting Procedure
Resommended by COPAS, [no.

*“Joint Property”™ means the real snd personal property subject to the Agreement,

“Laws® means any lava, rules, regulations, desroes, ond orders of the United States of America or any stite thereof and all other
govanmsntal bodies, agancies, and ather quthorities having jurisdiction over ar afficting tho provisiona contained i o the transactions
contemplatod by the Agrocment or the Parties and their operations, Whether such lews now oxist or aro hercafler amended, enacted,

pramulgated or issusd,

*Material” means personal propesty, equipment. supplics, or consumables ecquired or hald for use by tha Joint Property.
*Non-Operators” means the Pastics to ths Agreement other than the Operator.

*Offshore Facflities® means plxtforms, surfacs end subsca developsment and production systams, xnd other suppart systems such as of! and
gas handling fhcilities, living quartars, offlaca, shops, crunes, electrica) supply equipment and systema, fusl and water storuge end piping,
haliport, marine docking instliations, communieation fcilities, navigation sids, and other similar fhcilities nocessary in the canduct of
offihore operations, all of which are located affshore.

=Off-+its® mexns any location that s not considered On-site &3 defined in this Accounting Procedire.

“On-sits™ meany on the Joint Property when in direes condust of Joint Operations. The term “On-sito™ shall atso include that portion of
Offhare Pecilitica, Shore Baso Pacilitics, fabrication yerds, end saging ercas fom which Joint Operations are conducted, or cther
tacilities that directly control equipment on ths Jolnt Property, regardiess of whether such fhcilitics are owned by the Joint Acocunt.
“Operator™ means the Perty detignated pursuant to the Agreement to conduet the Joint Operutions.

“Partis™ mens lagal entitics signatory to the Agreement or thelr successors and assigns. Parties ghall be referred to individually as
“Pasty.”

“Partielpating Intarest™ means the percontags of the costs and risks of conducting an operetion undor ths Agr that e Party agrees,
o is atherwiss obiigated, t pay end bear.

“Participating Party™ means a Pasty that spproves 8 propased operation or gtherwiss egrees, or becomes libie, to pay end bear & ghare of
the costs and risks of canducting an operation under o Agreement

“Personsl Expenses” means reimbursed costs for travel and temporery living expenses.

WylthmhanhmmhmMﬁmmnmmwmm
railhead may not exist.

=Sbore Base Faellities™ means enshare nupport facllities that during Joint Operations provids such services to the Joint Property o3 &
receiving and trensshipment polnt fr Mterlaly, debarkmtion peing for drilling and production personas! and scrvices; communication,
stheduling and dispatching center, and other assoniated functions serving tho Joint Property.

“Supply Store™ means 8 recognized source or common stock point for & given Material ftem.

“Teehpieal Services™ means services providing spesifio engincering, geosciense, or other professional skills, such s those perfonned bty
engineers, geologists, geophysicist, and technicians, required to handls specific operating conditions and problems for the benefit of Joint
Oy b wovided, b a TN Sarvices shall not inctuds tioss Amstiors specifically identified &3 overhoed under the second
paregmph of tho introdustion of Section I (Overhead). Technioa) Services may be provided by the Oparator, Operstor's Affilixts, Non-
Operstor, Non<Oparator Affiliatea, and/or third partics.

3. STATEMENTS AND BILLINGS

‘The Operetor shal) bill Non-Operatars on or befbre the last day of the month for their proportionats shere of the Joint Account fr the
preceding month. Such bills shall be ecoompanied by stxtements that identify tho AFE (suthority for expenditure), lesse or facility, and ail
charges and credits summarized by appropriate categnrics of investmen end rpoasa. Controlleble Material shall be separately identified
and fully described in demll, or at the Operatur's option, Controllable Material may be summarized by major Materlal classifications.
Intangihle drifling coswy, audit adjusmnents, and umusunl charges and oredits sball be soparatoly and clearty identifiod.

Tthpammumnhm]ﬂlomNmOpummymmmdbmlmmwwumwmLSAWW
and Paymenz by the Partiss) vis emall, electronic dats interchengs, internct websites or other equivelent electronic redin in licu of peper
copies, The Operatar shall provide the Noo-Operztars instrustions end wry necessary inforrnation to access and reoeive the statements and
bills within the timeframes specified herein. A statement or billing shall be deemed as delivered twerty-four (24) hours (exclusive of
weekends and holidsys) after the Operutor notifies the Non-Operator that the statement ar billing is available an the websits and/or sent vis
emall or clectronfc dam interchange tmnsmisticn, Each Non-Oparator individually shall alect to receive statemeonts and billings
clectronically, if available from the Operator, or request paper copies. Such cloction may be changed upen thinty (30) days prior writtza
notice to the Operetor.

COPYRIGHT © 2005 by Council of Petrolewn Accountants Socleties, Int. (COPAS)
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COPAS 2005 Accounting Proesdurs
Recommended by COPAS, Ins.

3. ADVANCES AND PAYMENTS BY THE PARTIES

Unless otherwiss provided for in o Agresmont, the Operator may requine the Non-Operatars to edvance their share of the estimated
cush outlay for the suceseding manth’s operations within Sfteen (15) days afier recaipt of the advansce request or by the first day of
uummrmw_-numhmmam.mwmmmmmmbﬁﬁummm
received from the Non-Operutors for guch menth. I o refind is dus, tio Opertar shall apply the amount to bo refunded to the
subsequent month’s billing or sdvance, unless the Non-Gparator sends ths Operutor & written request for 8 cash rsfund. The Oparater
shell remit the refund to tho Nen-Operator within fifteen (15) days of recaipt of such written request.

Except & provided below, cach Party shall pay its proportionate share of all bills in fall witkin fifteen (15) days of recalpt date. If
payment is not mado within such time, tho unpaid batance shal) bear interest compounded monthly e the prime rate publishad by the
Wall Strest Joumal on the finst day of cach month the payment i delinquent, plus thres percent (3%), per ennum, or the maximum
contrast ream permitted by the applicable uswry Lews governing the Joint Propaty, whichever s the txser, plus ettomey’s fees, court
cosn, and cther costy in connection with the collection of unpaid amownts, If the Wall Sireet Jownal ceases to be publixhed or
discontinues publishing a prime rats, the unpaid balance ehall bear intarest compoundod monthly et tho primo rate published by the
Federa) Reserve plus thres percent (3%), per annura. Unterest shell begin aseruing on tho first day of the month in which the payment
was dus. Payment sholl not be reduced or delayed os o result of inquiries or antisipated credits uniess the Operator has egreed.
Notwithstending the foroguing, the Non-Operutor may reduco payment, provided it fumishes documentation and explanation to the
Operator at the time payment is mad, to the axtent such redustion is caused by:

(1) being billed at an incomect working interest or Purticipating Interest that is higher than such Non-Opemtor's actual working
intorest or Participating Interest, as spplicable; or

(2) being billed for = project or APE requiriog spproval of the Parties under the Agroement that the Non-Operator has fiot approved
or i3 not otharwise obligated to pay under the Agreement; of

(3) belng billed for & property in which the Non-Operator no longey owns & working interest, provided ths Non-Operator bas
fumished the Oparmtor s copy of tho recorded assigrmant or letter {n-licu, Notwithstanding the firegoing, the Non-Operstor
shall remain responaibls for paying bills attrfbutable to the interest it sold or transfired for any bills rendered during the thirty
(30) day period following the Operstor’s receipt of ruch written notice; or

(4) charges outside the adjustment period, s provided in Sostion L4 (Ad) )

4. ADJUSTMENTS ’

Pryment of any such bills ¢hall st prejudice the right of ay Panty to protest or question the crsrectness thereof, howaver, all bills

 and inctuding payout dered during eny calendar yeas shall conclunively be prosumed to be trus and carrect,

with respest oaly to cxpenditurcs, after tweaty-fiuy (24) months foflowing the end of any such calendar year, unless within said
period & Party takes specific detilod written cxoeption thereto making a claim for edjustment. The Opemtor shall provids s responss
o all written exooptions, whsther ar net contained in an sudit repart, within the time periods prescribed in Section LS (Bxpendinre
Audns).

All adjuztments initiated by the Operator, except thase deseribed in itams (1) tyough (4) of this Section L4.B, are limited to the
twenty-four (24) month period following the eod of the calendar year in which the criginal charge appeared or should have sppeared
on the Operatar”s Joint Account statement or payout siatcment. Adjustnents that may be made boyond the twentysfour (24) month
period ars limited to adjustments resulting fiom the fhllowing. '

(1) aphysical inventory of Controllable Material as provided for in Sestion V (mventories of Conrollable Material), ot
(2) en offectting entry (whather in whole o in part) that is the direct result of a specific joint intereat audit excepticn granted by the

Operutor relating to snother property, or
(3) s governmentreguiazory audit, or
4) a ng intsrest hip or F ing Intorest adf

g  EXPENDITUREAUDITS

A Non-Operatar, upon written notice to the Operator end all other Non-Operutors, shall have the right 1o sudit the Opaator’s
escoumds end records relating to the Joint Account within the twenty-four (24) manth poriod following the end of such calendar yeer in
which such bll] was rendered; however, canducting an mdit shall not extend the time for the taking of written axception to end the
dj of a3 provided for tn Section L4 (Adjusoments). Ay Purty that is subject to payout scoounting under the
Agreement thall kave the right to eudil the actounts and records of e Pasty resporsible for preparing the payout statements, or of
the Perty fumishing information to the Party responsible for preparing peyout sttements. Audits of payout accourts may includs the
volumes of hydrocarbens produced and ssved and procoeds reseived for such hydrocarbons es they pertain 1 pryout scoounting
quired under the A Unless otherwiss pn “‘hqummnﬁhdlmmmmhﬂhmdwwﬂnm
twenty-four (24) manth pariod following the end of tha calendar year in which tho payout statcment was rendered.

Whare there are two ar mare Non-Operntors, the Nen-Opeseton shall maks every reasonable effort to conduct a joint sudit in a
manner that will result in & minimum of fnsoavenisnce o the Oparstor, The Operator shall bear no portion of the Non-Operators®
sudit cost incurred under this parsgraph unless agread to by the Operstor. The sudits shall ot be conducted mors than onso each year
without grior approval of ths Operetar, exocpt upon the resignation or removel of the Operator, and shall be made a the expense of
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thase Non-Operators approving such sudit

The Non-Operator leading the eudit heroinafer “lead oudit company™) shall issus tho sudlt report within nincty (90) days after
complation of the audit testing snd analysis; howeves, o cinty (90) day timo period shal} not axtend the tweaty-four (24) month
requiranent for taking specific detailed writen exception as roquired in Section L&A (Adfurtmants) abova, All claims zhall be
supportad with sufficient documentation.

A timely filed written exception or sugit report containing written exoeptions (hervinafter “written exceptions™) shall, with respect to
the claims mado therein, prociude the Operator from asserting & 2xtuts of limitations defenso against such elaims, and the Operator
hereby waives it right to assert eny stanns of limittions defonss egainst sush ciajms for 5o long a3 &ny Non-Operstor continues to
comply with theo deedlines for resolving eucoptions provided in this Accounting Procedure. If the Non-Opersters fail to comply with
the edditlonal deadlines in Section LS.B or 15.C, ths Operator’s waiver of Its rights 1 assert @ statuto of limitations defhnss against
the claims brought by the Non-Operutors shall lapsa, and such claims shall then bo subject to the epplicabls status of limiwmtions,
provided that such waiver shal) 0ot lapsa in the oveat that the Oparator hay failed to comply with tho deadlines in Sostion 1.5.B or
15.C.

‘The Operator shall provide a written response to all exceptions In an audit report within ons fundred eighty (180) days after Operetor
receives such report. Denied exceptions should be cccompenied by 8 substantive responsa, If the Operator fhils to provide substantive
respanss to an exception within this ane kundred cighty (130) day period, the Opertor will ows interest on thas exception or portion
thereof, if ultimately gramed, from the dats it roosived tho audit report. Interest shall be calculated using ths e set forth in Section
13.B (Adwanres and Payments by the Parties).

Ths lead sudit company shall roply to the Operstar's respanse to sn eudit report within ninety (90) days of receipt, end the Oparator
ehall reply to the iced audit company‘s followsup responss within ninety (90) days of receipt; provided, however, eash Non-Operstor
shall have the right to ropresemt il if it disagrees with the 1ead audlt companry's position or belicves tha ezd audit company is not
adequately fulfilling its dutics. Unloss ctherwise provided for in Section LSE, if tho Operator fhils to provide substantive response
© a1 exception within this ninety (30) day period, the Opezator will owe intarest oo that exception or portion thereof, if ultimately
granted, from the dato it recsived the audit report. Interest shall o calculatod using the e sct forth In Section L3.B (Advances and
Paymants by the Partiss).

If any Party fails to meet the desdlinas tn Sections LS.B or L5.C of if any audit issues aro outstanding fifteen (15) months aftr
Operstor receives the audit report, the Oparstor of any Nen-Operator partioipating in the audis has the right to call & resclution
mesting, as set forth In this Section 1.5.D or it may involes the dispuzs resolution procedures insluded in the Agr if epplicadle.
The mocting will require cne manth’s wiitten natios to the Operstor and afl Nan-Operutors participating in the sudit The moeting
shall bo held &t the Opemntor’s office or mumlly agreed location, and shall be attanded by representatives of the Partics with
autharity to resolve such outstending issuca. Any Puty who falls to eftend the resohution meeting shal) be bound by any rusolution
reached &t the meeting. The iced audit company will maks good faith cfforts to coordinate the rosponse end posidons of the
Non-Operatar participants throughout the resolution proeesy; hawever, esch Nan-Operator shall have tho right to represens itself.
Attendees will meke good faith effrts to resolve cutstanding iszues, €nd sach Perty will be required to presant substantive information
supporting iy position. A resolution mesting may be held as often o3 agreed to by the Partics. Issues unressived a2 ono moeting may

* bodiscussed at subsequent meetings unti) each such iasus is resolved.

If ths Agrecment conthing no dispuid resolution procodurcs and the sud: issuss cannat be resalved by negotiation, the disputo shall
be submitted 10 mediation. In sush ovent, promptly following one Partys written request for mediation, the Partins to tho disputs
shall chooss a mutually scceptable mediater and share ths costs of modiation services equally. The Partics shall each bave preseat
a8 ths mediation ot least ono individual who has ths euthority © settls the dispute. The Pasties shall mako reasanablo cfforts to
easure that the madistion commences within sixty (60) days of the dats of the mediation request. Notwithstanding the above, sny
Party may 6lo & kwault or cemplaint (1) If the Purtios arc unsbls after reasonabls effirts, to commenoo medistion within sixty (60)
duys of the dato of the medintion request, (2) for stante of limimtions reasons, or (3) to seck & prolbminary Infunction o7 other
provisional judicia) retief, if in its sole jud sn injunction or other provisional reliof is to avoid i ble damage or
to preserve the status quo. Despite such actian, the Parties shall continue to try to resolve the dispute by mediation.

A (Opdonat Provision - Forfetture Penalfley)

U the Non-Operatrs fuil t mees the dradling In Section L3.C, anp snresolved excepiions that ware not addressad by the Non-
Operators within ons (1) year following recetpt of the last substansive responss of the Operator shall o deemed to have been
withdrawn by the Non-Opercicrs. {f the Oparaior fails to meet the deadlines in Section 1.3.5 or 1.5.C, ary wiresolved axceptions that
were not addressed by the Operuior wtikin crg (1) year following recelpt of the audis report or receips of s last substuntive responss
of ths Non-Operctors. whichever is later, sholl be deerned to have been gronsed by the Operawr ond adfustments shall ba mads,

without traeress, to the Joins Account.

6. APPROVAL BY PARTIES

GENERAL MATTERS

Whore an approval or othar egreement of the Parties or Non-Operators Is expressty required under other Sections of this Accounting
Procodure end if the Agr to which this Accounzing Procedure is artached contains no eontrary provizions in rogard thereto, the

COPYRIGHT © 2005 by Council of Petroleum Accountants Socicties, Ine. (COPAS)
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Operstor shail notify all Non-Operatars of the Operior's proposal and the agrosment or epproval of & majority in Interest of the
Nan-Operators ahall be controfling on afl Non-Operators.

This Section L6.A applics to specific siomtians of timited duration where  Party proposes to change the ing for charges from
that prescribed in this Accounting Procodure. This provision docs oot apply to emendments to this Accounting Procedure, which are
covered by Section L6.B. ’

AMENDMENTS
If the Agreement to which this Accounting Procodure is attached containg no contrary provisions in regard tharetn, this Accounting
Procedure can bo amendad by an efftrmative voto of fwo (___2__)or more Partics, one of which is the Operator,

having 8 combined working interest of at least__yovepty-five___percent( 5 %), which approval shall be binding an el Perties,
provided, however, epproval of at least one (1) Nan-Operator shall bo required.

AFFILIATES

For the purpess of administering ths voting prooedures of Sections L6.A and L6.B, if Parties to this Agreement are Afillistes of each
other, then guch Affilintes ahall be combined and trested 23 o singlo Puty having the combined working interest or Participating
Interest of such Affiliates. ’

For the purposes of administering the voting procedures in Section LA.A, if « Nen-Operator is en Affiiste of the Operater, votes
under Soation L6.A shall require the majority in interest of ths Non-Operator(s) after excluding the bnterest of the Operetor’s
Affifiate.

L DIRECT CHARGES

Tho Operater ehall charge tho Joint Account with the following items:

1 RENTALS AND ROYALTIES

Leasa rentals &ad royaltiss pxid by the Opemtor, on bebalf of ell Purties, fox the Joint Operstioas.

A

2. LABOR

Salarics and wages, including incentive compensation progrems os st firth in COPAS MFI1-37 (“Chargeability of Incentive
Cempensztion Programs™), for:

(1) Operator's fleld employess dirctly employed On-gita In the conduct of Joint Opcrations,
Q) Opumnr':mpluyu:dhenymploydmsmamhcnlﬂa.oﬁhm?uillﬂn.wm&:ﬂiﬁum“mlm

Property if such costs are not charged under Section 0.6 (Squipoues and Facilides Furnished by Operator) of &re not a
fumction covered under Soction 1 (Owericad),

(3) Operator's employees providing First Level Supervision,

(4) Oparetor's employees providing Onsits Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Sectian 011 (Overhead),

(3 op s employcss providing Offitn Services fur the Joint Property if such charges are excluded flam the
ovearhead rutew in Section [1I (Overhend).

Chargss for the Operator's employess identified in Section 112 A may be mads based ca the employee’s schual salaries end wages,
or in licu thereof, a day rats representing the Operatar’s averngs salsries aod wiges of the employee's specifis job category.

Charges for pessonnc! chargeable under this Soction IL2.A who are foreign nationals shall not exsezd compareble compensation peid
to an oquivalent U.8. employes pursuant to this Section [L2, wnless otherwise approved by the Parties pursuant to Section
L8.A (General Mazters).

Openator's cost of holiday, vacation, sickness, and dissbility benofits, end gthor customary allowancss poid to employess whoss
salarics and weges are chargeabls to tho Joint Account under Section IL2.A, excluding soverance paymens of other termination
ellowances. Such costs under this Scction 112.B may be charged on a “when end as-paid besis™ or by “percentags assasgment™ on the
amount of salerics and wages chargeabls to the Joint Account under Section IL2.A. If peroentnge assessment Is used, the rate shall
be based on the Operator’s cost experisnse.

Expenditures or contributions medo purmuant to assessments bmposed by governmental authority that aro epplicabls to costs
chargesblo to the Joint Account under Sections IL2.A and B
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D. Pusona) Expentes af persomasl whoso salaries and wages aro chargesblo to ths Joint Account under Section IL2.A when the
arol in ction with directly chargzable activities,

E R ble rek costs in \g to the Jaim Property personnol whoso salerics end wagos aro chargoablo to the
Joint Acoount under Section I12.A. Notwlthstanding the fiwegoing, relocation costs that result from reorganization ar merger of &
Posty, or that are for the primary benefit of the Operator, shall not be chargeabla to the Joint Acesunt. Extracrdinary relocation
costa, such as thoss incurred as & result of transfers from remote focations, such a3 Alaska or oversass, shal) not bo charged to the
Joint Acoourt unlcss approved by ths Perties pursuant t Section L6.A (Gereral Mattars).

F.  Training costs &3 specified in OCOPAS MF1-35 ("Charging of Training Costa to the Joint Account™) for personnel whoss salaries and
wages are chargeablo under Sestion I12.A. This training shargs shall include the wages, salaries, training course cast, and Persona)
Expenses incurred during the treining session. The training cast shall bo charged or allocsted to the property or propextics directly
benefiting flum tho training. The cost of the taining courss shall not excoed proveiling commercial rutes, where such mies ero
svailzble.

Q. Operator's curront cost of extablished plans for employes bennfits, as d "‘InCOPASMPHﬂ'Emp!mMﬂOﬂMh
to Joint Operations and Subjest to Percentags Limitarian®™), applicable to the Operntor's labar costs chargeable to the Jaint A
undor Sections .2.A end B based on the Operntor's eotual cost not o cxooed the employee benctits fimitation percentzge most

recently recommended by COPAS.

H.  Avard pxyments to employees, {n sccordancs with COPAS MF1-49 ("Awands to Employces and Contractors™) for persoane! whosa
salaries and wages sre chargeable under Section [I2.A

MATERIAL
Materia! purshasod or fumishe by the Operasor fbr use on tho Joint Propety in the conduct of Joist Operutions as provided under Section
IV (Material Prorcharss, Trongfers, and Disportions). Ondy such Matorial shall be purchased for or tansfherod o the Jolt Property &
msy be required for immediate uss or is reasonably practical and consistent with efficiont end ica) operngions. Tho Jadi
of surplus socks shall be svoided.

TRANSPORTATION

A.  Trasportation of the Opertor's, Operator’s Affiliste’s, or contractor’s persanas! necessary for Joint Openntions.

B. Transportation of Material between the Joiat Property and angthsr property, or from the Operator’s warchouse or other stormgs paint
t the Joim Property, shall be charged t the recsiving property using one of the methods listod below. Transpestation of Matasial
from the Joint Propesty to the Operazar's warchouss or cther siorage point shall be paid for by the Joint Property using ene of the
methods listed delow: . )

(1) If tho ectual trucking cherge is lesy than or oqual to the Bxuluded Amount the Operstor may charge actual trucking cost or 8
theoretical chargs from the Railway Receiving Point to the Joint Propesty. The basis for the theoretical chargs is the per
hundred weight charge phay fust surchangss frum the Railwey Receiving Poimt to the Joint Property . The Operetor shall
consigtently apply the sclocted altemative,

() If tho astual tuoking charge is greater than the Rxchuded Amount, the Operntor ghal) charge Equalized Froight, Accessorial
charges such as loading snd unloading conta, spiit plck-up casts, dstention, call out charges, and pemnit foes shall bs charged
directly to ths Joint Property and shall not be inctuded when calculating the Equalized Preight.

SERVICBS

The cost of cantrect services, equipment, and utilities used in the conduct of Joint Operatians, except fr contract sarvices, equlpment, and
utllitics oovered by Section I (Owrhsad), or Section IL7 (Aflllazes), or excluded oader Section 1LY (Legnl xpense). Avards paid to
contrastors shal) bo chargeablo pursusnt to COPAS MF149 ("Awards to Employess and Cantractors™).

Ths costs of third party Technical Servines sre chargeablo to the axtent exoluded &ram the overhoed mtes under Section T (Overhead).

EQUIPMENT AND PACILITIES FURNISHED BY OPERATOR
In the ebsence of a scperately nogotiated agroement, equipment and facilities fumished by the Operator will bs charged as follows:

A.  The Operator shall charge the Jomt Account for use of Operator-owned equipment and Bellities, including but not limited to
produstion fhilities, Shoro Baso Fasilitics, Ofiare Pacilitics, end Fisld Offices, 2 rates commensurate with the costs of ounership
and operation. The cost of Field Offices ahall do chargeabls to the extent the Field Offices provide direct servics to personnel who
ere chargeable pursusnt to Section IL.2.A (Labor). Such mies may include labor, malntenancs, repairs, ather opersting expenss,
insuranoe, taxcs, depreciation using straight line deprociation method, and interest on gross investment lesy sooumulated deprociation
cottoexceod__ twenty  pecent(__ 20 %) per anmumn; provided, however, depreciation shall not bo charged when the

COPYRIGHT © 2008 by Council of Petroleum Ascountants Socisties, Ine. (COPAS)
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equipment end facilities {nvestment have bom fully deprociatzd The rate may inclode an element of the estimamed com for
sbandonment, reclamation, and dizmamiement. Scch rates shall not exceed the average commercial rates currently prevailing in the
in\medimmofmeloht.hm.

B. In lieu of charges in Section [1.5.A above, the Operstor may eloct to tso averags commercial rates provailing in the immedizts arca
of the Joint Property, less twenty percent (20%). If equipment axd facilitics ero charged under this Section [L6.B, the Operstor ghall
adequately documont and support commercial rates wd shall poriodically review and updato the mtc and the supporting
documentation. For automotive equipment, the Operatar rmay elect to uso rtes published by tho Petroleum Motor Transpart
Associstion (PMTA) ar such other organization recognized by COPAS as the affcial source of rates.

AFFILIATES

A Charges for an Affiliats’s goods and/or srvices used in operations requiring en AFE or other authorizstion from ths Non-Operstars
may be made withour the sppraval of the Particy provided (i) the Afflliato s Wextified and the ASiste goods end services are
spocifically detailed in the approved AFE or other authorization, and (i) the total costs for such Affiliate’s goods knd services billed
o such individual project donot exceed $_230,00000  [f the total costs for an Affiliate’s goods and services chargsd to such
individual projoct ere not specifically detailed in the approved APE or suthorimdion or axceed such amownt, charges for such
Affiliate ghall require approval of the Partles, purnmnt to Soction L6.A (Generol AMusters).

B. For an Affiliato’s goods and/or services used in operaticns not requiring an AFE or ather suthorization from the Noa-Operstors,
charges for such Affilism's goods and services shnll roquire approval of tha Parties, pursuant to Section L6.A (Gensrol Marters), if the

churges exceod $_300.00000 ______ ina given calender year.

C.  The cost of tho Affiliats’s goods or services shall not exceed averags commeruial mtes provailing in ths arca of the Joint Property,
unless the Operator obtains the Non-Opertors’ approval of such mtrs. Tho Operstor ahall adequatcly document and support
commercial mtes and ghal) periodically review and updato the mtn and the supporting & tation, provided, b
dwmuﬂmdmmaudmnmwumﬂmwmmwwdhmmlmu
charges prior 1o billing Non-Opzrazons fhr such Affiliate’s goods end services Notwithstanding the foregoing. direct charges for
Affiliate-owned commumication fecilities or systems shall be mads pzsuant to Section 1112 (Comerruntcations).

If the Parties fall to designats an emount in Sections [L.7.A or [.7.B, in cach instance the emount deamed adopted by the Partics asa
reault of such omiasion shall bs the amount established s the Operator’s expenditure limitation in the Agresment. If the Agreement
does not contain an Operstar’s expenditurs limitation, the emount decmed adoptod by tho Perties &3 8 result of such omission shall be
2e70 doflars (3 0.00).

DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expanses necessary for the repair or replacement of Joint Property resulting flam damages or losses incurred, except to the
extant such damages or losses result from & Party’s or Parties’ gross negligence or willful miscondust, in which casa such Pasty or Perties
shall bo solely liable.

The Operator shall furnish the Non-Opemtor written aotice of demages or lasses incurred as soon a3 practicadlo after 8 repont has bean
received by the Operator.

LEGAL EXPENSE
WMMMdMMMWMMWMMMIImMMwmm

under the Agr g, or to protest or recover the Joint Property, to the extent itted under tho Agr
of the Operstor's or Affilixts’s lega! saff or cutside including foes and mmwowmwwm
Parties pursuant to Section 1.6.A (General Matters) or otherwise provided for in the Agreement

wamummmmmmﬁpummummmm«mmmam
preliminary, supplemental, shut-in royalty opinions, division order titlo opinions), snd curative work shall be chargesble to the extent
permined a3 a direct charge in ths Agreement.

TAXES AND PERMITS

All caxes and permitting foes of cvery kind and nsture, sssessed o levied upan or in cannection with the Joint Property, or the production
WMMMNMMWNWMthNMMMMMWmmwepltnlhamm
pennltics and interest result fram the Operator's gross nsgligence ar willful misconduct

1f ad valorem taxes paid by the Operator are based in whale or in part upen sepange valustions of each Party's working interest, then
notwitheanding say contrary provisions, the charges to the Perties will be mads in ascordmico with the tax value gonerated by cach Party's

working (nterest,

COPYRIGHT © 2005 by Counsil of Petroloum Accountans Soeieties, Inc. (COPAS)
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as
Costs of tax consultants or advisors, the Oporator's employeas, or Op 's Affiliate eruployees in matters regarding ad valorem or cther
tox matiers, aro not permittod ay direct charges unless approved by the Parties p to Section L6.A (Genera) Marters),

Charges to the Joint Account resulting from salesfuss tax audity, inchuding extrapolated amounts and penaities and tnteres:, are permied,
provided tho Non-Operator ehall bo allowed to roviow the invoices and other undertying source documents which served as the basis for
tax charges and to determing that the comect amount of taxas were charged to the Joint Account. If the Non-Operator is not permigied to
review such documentation, tho sales/use tax smount shall not be dircctly charged unjess the Openutor can conclusively document the
amount owed by the Joint Account,

INSURANCE

Nex premiums paid fior insurance required w be curied for Joint Operutions for the protection of the Pastics. If Joint Operations are
conducted at locations where the Qperator aots &3 solf-irsurer in regand t its worker's compensation snd emptoyer's liability i
obligation, the Operator shall chargo the Joint Account manual mies for the risk d in ity selfs program as regulated by the

Jurisdiction goveming the Joint Property. In the cass of offSharo operations In federd waters, the manual ratos of the adjacent stats shall be
used for personnal performing work On-site, end such rates shalf be adjusted S offshore operations by the U.S. Longshoremean and
Harbor Warkers (USL&H) or Janes Act surcharge, as agpropriats.

COMMUNICATIONS

&wofmﬂnnahm;ﬁnlﬁumﬁnmﬁmﬁMminﬂmhﬁﬂaumwmmhm
and microwavo facilities, botwesn the Joint Property and the Oparator’s officz{s) dircetly responsiblo for field operstions in
mmmwof@?ﬁmﬂﬂﬁwmmmwummmmm
seyving the Joint Property are Operator-owned, charges to the Joint Account shall bo mads a3 provided in Section IL6 (Bqwdpmont and
Fecilites Funished 3y Operator). If the communication faciliies of systems scrving the Joint Property are oamed by the Operator’s
Affiliate, charges to the Jotnt Account shall not exceed avernge commereial rates prevailing in the area of the Jeint Propesty. The Opemtor
chall sdequately document and support commereia] rtes snd dull periodically revisw end update the rato and the supporting
documentation.

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costy incurred for Technical Services and drafling to comply with ecological, eavironmental and safety Laws or standards recommendad by
Occupstional Safety and Health Administration (OSHA) or other regulntory suthorities All cther labor end fimctions lacured for
ecological, environmental and safoty matters, including managzment, sdministrotion, and pamigting, shall bs covered by Sections L2
(Labor), 1S (Serwees), or Sectian [ (Overfiead), o3 applicable.

Costs to provide or have  buti b e removal equipment plus cctul easts of control end cleamp and resulting
rupmdbﬂlﬁnofoﬂMMWuﬂudmmmmhnmwwmewmwm
containment end removal equipment deemed appropriats by the Operetor fbr prudont oparstions, aro directly chargesblo.

ABANDONMENT AND RECLAMATION

Costy incurred for abandonment and reclamation of the Jaint Property, including casts required by lease agreements or by Laws.
OTHER EXPENDITURES
Any cther expenditure not covered or dealt with in the foregoing provisions of this Seetion I1 (Direcr Charges), or in Section Il

(Overieod) and which is of direct benefit to the Joint Property and is incurred by ths Oparxtor in ths necessmry and propar candust of the
Joint Operations. Charges made under this Soction 1115 shall require approval of the Parties, pursuant to Section 1.6.A (General Mottrs).

0L OVERHEAD

As compensation for costs not specificelly identified &y chargzable 1o the Joim Account pursant to Seation I (Dirver Charges), the Operator
shall chargo the Joint Account in ecoordance with this Section IIL

Punstions included in tho overhead rates regardiess of whether performed by the Operator, Operator's Affilistes er third parties and regardless
of locatien, shall includs, but nat be limited to, costs and expenses oft

« warchousing, other than for warchouses that are jointly owned under this Agresment

* design and drufting (except when ellowed & a direct charge under Sections I1.13, IL 1. A(fi), end 1.2, Option B)
* inventory costs not chargeable under Section V (fmwentorier of Controlladle Matsrial)

* procurement

+ sdministeation

* scoounting and auditing

« gns dispatching and gas chart integration

COPYRIGHT © 2005 by Council of Petroleum Accountants Socicties, Inc. (COPAS)
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human resources

management

supesvision not directly charged under Section 1.2 (Labov)

Ingal services not direetly chargeabls under Section L9 (Legal Expene)

txation, other than thoss costs identified es directly chargeabile under Section IL10 (Yaxers and Penmits)

preparetion and monitoring of pemity end cenifications; preparing regulstory reports; appearances before or mectings with

govommental agancies or other authoritics having jusisdiction over the Joint Property, other than On-ite inspections; reviewing,
interpreting, or submirting camments on or lobbying with respect to Laws of proposed Lavs.

mwmm‘mmmmmueuumpmwmuwmmmqmwmdmumm

gverhiead functions, as wel] ss office snd other ralated axpenses of overhaad fmotions,

1. OVERHEAD—DRILLING AND PRODUCING OPBRATIONS

As comp

tion for costs i d but not chargeable under Section [I (Direes Charges) and not covered by other provisions of this

Sestion )11, ths Operator ghall shargs on either:

]
a

(Alternative 1) Fixed Rato Basis, Section I0.).B.
{Alternative 2) Percentage Basis, Section IIL1.C.

A. TECHNICAL SERVICES

0]

(i)

Except as otharwise provided in Section 1113 (Ecologteal Ewvirormenzl, and Sqfaty) and Section L2 (Overhead - Major
Construction and Cotastrophs), os by epproval of the Parties pursuant to Section 16.A (General Adotievs), the salaries, wages,
related payroll burdens and benefits, end Personal Exp (or Oo-tite Technieal Services, i ing third party Technical
Sarvices:

(Altarnative 1 - Direct) sbafl be charged dirgst to the Joint Account.
B (Alternative 2 - Overhead) shall be covered by tho gyerhend retes.

Except ay otherwise provided fn Section [L13 (Scologtcnl, Brvironmental, and Sqfety) end Section II1.2 (Overhead - Mafor
Construction and Catastrophs), ot by approvel of the Parties pursusnt to Section L6A (Generol AMarters), the salaries, wages,
related pryroll burdens and benefits, and Personal Expenses for Off-site Tochnical Services, including third party Technical
Services:

O  (Alternative 1 - All Overtead) shall be covered by tho gvprhend mizs.
& (Alternative 3~ Al Direct) shall be charged dirgst to the Joint Ascount

O (Alternative 3 - Drlmumnu)muwmmmaJmmAmmmmmmmmmsm
are directy awributablo © drilling, redrilling, decponing, or through porary
uhmdcnmwuh:ﬂmmtihdryhnhoﬂ-uhrdwadMeahaﬂm, i mduduu; h
recampletion, sbandonment of producing wells, and the canstruction or expansion of fixed assets not covered by Section’
.2 (Overhsad - Mafor Consrustion and Catastrophe) shall bo covared by ths overhead rates.

Nmmmmmmmmmsemmmmmmﬂubyom-mmmmwwlmu
sat fixth [n Seotion 1.7 (4fillares). Charges for T igal work shall not be governed by this Section
m.. LMMMWWMSW“MAmmuMuhwdmmm

B. OVERHEAD-—FIXED RATE BASIS

()] mwuﬁmmxommmummmmwwlwmm

Drilling Woll Rato per month $_11,000.00 ___ (pramtnd for fess than s full month)

Produsing Well Rato per month $_1100,00

(2) Application of Overhead—Drilling Well Rate shall bo as follows:

(8

Charges o onshoro drilling wells shall begin 6o the spud dats and &aminate on the date the drilling endfor completion
oquipment used on the well is released, whichever oceurs later. Charges for ofShore and intend waters drilling welly shall
begin an the dats the drilling or completion oquipment arrives on location end terminate cn the dato the drilling or completion
oquipment moves off location, or is released, whichever oceurs first. No charge shall be mads during suspension of drilling
and/or complation oporations far fifteen (15) or more cansocutive calendar days.

COPYRIGHT © 2003 by Council of Petroleum Ascountantsy Socities, Inc. (COPAS)
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(b) Charges for any wel) undergning any type of workover, recampletion, snd/or abandorment for & period of five (3) or more
consecutive wark-days shall be made st the Drilling Well Rata. Sush charges shall bo applicd far the period from daw
operations, with rig or other units used in operitions, eammenes through date of rig or other cnit releass, excapt that no charges
shall be s during suspansion of aparstions for fifteen (15) or mare consecutive caleadar doys. '

) Application of Overhead—Producing Woll Rats shall be a3 tailovs:

(a) An sstive woll that is produced, injected into for recovery or disposal, or used to cbinin water supply to support operetions far
ey porticn of the month ahall be considered &3 o ono-well charge fbr the entirs month.

T RV Y R A

-
3

. () Eazh sctive sompiaion in & exultcompleiad wel shall bo considered o & ons-well chargs provided sesh comgplation s
cangidered a geparate well by the govaming regulatory eutherity,

:: (&) A cnowell chargs shall bo mads for tho month in which phugzing and sbendanmers operations 7o cozmpieted 6o any well,

" unlaﬂmbrﬂlhgwmRlnnppllu.nwwiddhsnhnml.ﬂ.axnu(b).mhwwdldwpmllbamm

" or not the well kas produced. |

:: [C)] Muﬂnwnﬂdmhkuudmvﬁnﬁnwﬁmndlm.m.wwmmmm

» e considered a3 & ono-well charge provided the gas well is directly connectod to & permanent sales outiet.

: (c) Any well nntmutlngmeeﬂm'hmfaﬂ.hlanEll.B.(!)(l).(b).(e).or(d)lhallnotquali!yfotlpnduefnsmhﬂﬂ

n charge.

: {4) Tho well rates shall be adjusted on the fint day of Aprl each year ollowing the affective datp of tha Agreament; provided,

u m.ﬁmwmnmhmwummmmmmuﬂmmmm

2 mmumwnmwdmmmmmMdemwmw
MmmWWhWWWMWW@M.NﬁMthth

» mmdmwmwmmmuuwwmmmmwwmmmmm

: effective dato of much rates, In acconance with COPAS MFI47 (~Adjurtroent of Overhuad Rates™.

0 o GVUERHEAD—PERGENTAGEBASIS

3 )
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w L OVERHEAD—MAJOR CONSTRUCTION AND CATASTROPHE

:: . nwhwhmmlmhmﬂmﬁmlwuwwmuwmw

o mumwm-mmwmb@mmdmwuwmmm:dmwmrmww@mm

a rates far any Major Construction project in excess of the Operstor's expenditure limit under the Agr or for any C ph

® mﬂudﬂummI!mmmunmwiehmmﬂumhmﬁdmwmnhmwmmmmjw

“ [« ction Overhead shall be 4 for any single Major Construction projeat casting in cxcess of $100.000 gross.

[

66
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Major Construction shall mean the construction and installstion of fixed assets, the expansion of fixed assats, and sy othr project elearly
discernible es & fixed masat required for the development and operation of tho Joint Propary, or in the dismantiement, abandonment,
removal, and restoration of platfihrms, produstion equipment, and other opereting facilitics.
Catrstrophs fy defined a3 a sudden calamitous event bringing damage, loss, o7 destruction to property of the environment, such a3 &n oil
spill, blowout, explosian, fire, sicrm, hurricane, or oiher disaster. The gverhead rto shal) be applied to thase costs necessary to restore the
Joint Property to the equivalent condbtion that existed prior to tha event.
A [fthe Operstor absarbs ths engineering, design and drafting costs related to the project:

() 3 of total costs if such costs arc [cas than $100,000; plus

@) 4. % oftotal costs in excess of $100,000 but less then $1,600,000; phus

) 2 % oftom! costs in excass af §1,000,000.
B. Hthe Operator charges enginecring, design and dmfting casts related to the project directly to the Joirt Account

(1) S % oftotal costs if such costa ere less than $100,000; plus

Q) __4__Yoftom costs in excess of $100,000 bt lexy than §1,000,000; plus

) 2 ____%oftotal oosts in excess of $1,000,000.
Total cost shall mean tho gross cost of any one project. For the purposs of this paragraph, the component parts of a single Major

Mmmjuammhmm.muumdamh;MWuwiummmmmmumm
units snd downhols artificia) Hift oquip shall bo exaluded. For & phts, the rates shall be applied to all costs assosinted with each

ingls occurrencs of event.

On cach project, the Opamtor shall advise the Non-Operstor(s) in edvence which of the above options shall spply.

For the purposes of caleulating Catastrophe Overhead, the cast of drilling relfef wells, substituto wells, or conducting other well operations
direstly resulting from tho catastrophic ovent shall be inchuded. Expenditures to which thess rutes apply shall oot be reduced by saivege or
insurenco recoveries. Expendituras that qualify for Major Construction or Catastrophe Overhead shall not qualify for overhead undar any
other overhead provisions.

In the event of any conflict between the provisions of this Section 1.2 and tho provisions of Sections IL2 (Labor), [LS (Servicas), or IL7
{Affiliates), the provisicns of this Section 012 shall govem.

AMENDMENT OF OVERHEAD RATES

The overhcad ratcs providad for In this Section 1] moy be amsnded from tme to tims (£, in practico, the mes are found to be insuffisiens
or exoexsive, in ascordancs with the provisions of Scetion L6.B (Amodments).

IV. MATERIAL PURCHASRS, TRANSFERS, AND DISPOSITIONS

inl and ¢hall meke proper and timely charges and crodits for direct purchases, Sransfurs, and

dispositions. The Operamr shall provids all Material fior use fn the condurs of Joint Operstions; however, Matarial may bo supplied by ths Non-
Operaton, at the Operator's option. Material fumished by any Paty shall be fnished without eny oxpress or implied warranties as to quality,
fitness for uss, or any other maiter,

1

DIRECT PURCHASES

Direct purchases shall be charged to the Joint Account at the prica pald by the Operutor after deduction of ell disoounts received. The
Operator shall make good fhith efforts to teks discounnts offered by suppliers, but shall a0t be lisble for failure to take discounts except to
G extent such filure was the result of the Operator’s gross negligence or willful misconduct A direct purchase ghall be deemed to occur
when en agreement is made between an Oporator and s third party for the asquisition of Material for 8 specific well gite or location.
Material provided by the Operntor under “vendor stocking progrems,” whers the bnitial use i for a Joint Property and title of the Material
does not pass from the manufkcturer, distributor, or agenmt wnt usage, is considered a direct purchase. i Material is found to bo dafestive
or is returned to tho manufhetures, distributos, ar agent for ey other reason, credit shall bo passed to the Joint Account within sixty (60}
days after the Operator has received adjustment from the manufacturer, distributor, or agent.

COPYRIGHT © 2003 by Council of Petroleum Ascourtants Socisties, Inc. (COPAS)
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1. TRANSFERS

A tangfer is dstermined to occur when the Operntor (i) fumishes Materia! from o staraga fastlity or from another opereted property, (ii) has
sssumed liability far the storego costs and chonges {n valuz, and (1i]) has previcusly secured and held title to the tensferrod Matarial,
Similarty, the removal of Materisl from the Joint Propaty to a storags facility or to ancther operited property is also considered o transfer;
provided, however, Material that is moved from the Joint Property to a storage location fbr safe-kesping pending dispesition may remain
cherged to the Joint Acoount and is not considored o trwuflr. Material shall be dispased of in accordance with Section IV.3 (Disposfiton of
Stophus) and the Agreement to which this Ascounting Procedure is ettached,

PRICING

The vatue of Matarial transtirrod toffram the Joizt Property shodld generally reflect the market value on the date of physical transfer.
Regardless of the pricing method used, the Operutor shall make avallable to the Non-Operators sufficisnt documestation to verify the
Material vahation. When higher than specification grade or size tubulars are used in tio conduct of Joint Operations, the Operator
shall chargs the Joint Account et the equivalent price for well dusign spesification tubudars, unless such higher specification grade or
sized tubulars are spproved by the Pastics pursuant to Scetion L6.A (General Matters). Traastary of new Materia) will bo priced
using one of the following pricing methods: provided, b , the Operxtor shall uss consistont pricing methods, and not altemsts
betwesn mothods for the purposs of choosing the method most favorable to the Operutar for 8 specific transter:

(1) Using published prices tn effoct on dato of movement es a¢justad by tho xpproprint COPAS Histortcal Price Multiplier (HPM)
of prices provided by the COPAS Computertzed Equipment Prieing System (CEPS).

(a) For oil country tubulars and lins pipe, the published price shall be based upan eastern mill cariosd base priess (Houston,
Texas, for special end) adjusted os of dato of movement, plus ranspartation cost as defined in Seotion IV.2.B (Freight).

() For other Material, the published prics shall be the published list prico in offect at dato of movement, o3 listod by a Supply
Store nearest the Joint Property whers Hke Materin) i3 normally avalable, or point of manufhcture plus trensportation
costy ag defined in Section IV.2.B (Freighy).

(2) Based on a price quotation from a vendor that reflects s current realistic acquisition oost.

[6)] BudmﬁmpddbymaOpqmmrlhmmmmuﬂddudmmmmmmwwu(m
maonths from the date of physical trensfer.

{4) As agread to by the Participating Pasties for Material being transferred to the Joirs Property, snd by the Particy owning the
Material for Materia) being trmsfirred from the Joint Property.

FREIGHT

Transportation costs shall be addod to the Material tensfer price using the method prescribed by the COPAS Computerized
Equipment Pricing Syatem (CEPS). if not uxing CEPS, tmnspartstion costs shall be calculated as follows:

(1) Transpanation coss for off country tubulars and line pipe shall bo caloulsted wing the distancs from eagtem mill w the
Railway Receiving Point based on the carload waight besis as rocommendad by the COPAS MFI-38 (“Materis! Pricing
MaauaP) end other COPAS MFls in offect at the time of the transfer,

(2) Transportation costs for special mill ftems shall be caleulsted flom that milPs shipping point to the Railway Recsiving Point
For transportation casts from other than eastern milla, the 30,000-pound infermtato truck stz ghall bo wsod. Transportazion casts
for maosroni tubing shall bo caloulsted besod en the interstato truck mto per weight of tubing transferred o tho Railvay

Ressiving Point
(3) Transportation costs for special end tubular goods shall be calculated uaing the interstats truck rate from Houston, Texas, to the
Raflway Reseiving Peint.

(4) Trensportation costs for Materia) other than that described in Sections IV.2.B.(1) through (3), shall be calculated from the
Supply Store or point of manuthcture, vhichever is eppropriate, to the Reilway Resefving Point

Regardless of whether using CEPS ar manually calewdazing transportation costs, transportation costs from the Railwey Recoiving Poimt
to the Joint Property & in addition to ths foregoing, end may be chergod to the Jolm Acoount based on ectus! costs incurred. Al
transportation costs are subject to Equalizad Freight as provided in Section I1.4 (Trangpormion) of this Accounting Procedure.

TAXES

Sales and uss tmxes hal) bo added to the Material transfor price using either the method ceutained in the COPAS Computerized
Bquipment Pricing System (CEPS) or the applicable tax rats in effect fhr the Joint Property at the time and plase of transfor. In either
easn, the Joint Aceount ghall be charged or credited at the rate that would have governed hed the Material becn a direct purchasa.

COPYRIGHT © 2005 by Council of Petroleum Accourdents Societies, Inc. (COPAS)
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COP&S

D, CONDITION

(1) Condition “A" - Now and unused Material tn sound and earvicsable eondition shall bo charged at ene hundred percent (100%)
of the prico &3 detormined in Scotions [V.2.A (Prictrg), IV.2B (Fre(ghs), end IV2.C (Taxes). Material transferred from the
Joint Property thint was not placed in service shall be eredited a3 charged without gnin or lass; provided, however, any ursad
Matsrial that was chargad t the Joint Account dough a direct purchaso will be eredited to ths Joint Acoour at the ariginal
cost paid less restocking fees charged by the vendor. New and unused Material trensforred from the Joint Property may be
eredited 6t @ prico other than the price criginally charged to ths Joint Account provided such price is approved by the Parties
owning such Matorial, pursuant to Section 16.A (Genera! Motters). All refurdishing costs required or neoessary to retumn the

o Materia) to arigina condition or to comrect handling, transpormsian, or other damages will be bome by ths divesting property.

" The Joint Account is responsible fr Matorial preperation, handling, and trensportation costs for new and unused Material

2 charged to the Joint Propesty either trough a direst purchasa or tranafer. Any preparetion costs {tnourred, including any intermal

or extornal coating end wrapping, will be credited on new Matarial provided these services wero not repeated for such Materlal

' for tho receiving propety.

LI VI Y I T

:: () Conditien “B"~ Used Material in sound and servicesbla condition and suitabls for reuse without reconditioning shall be priced
by multiplying the prico determined in Sections V.2.A (Prictng), V.28 (Freight), and IV.2.C (Taxes) by seventy-five porcent
5%},

19
Except 23 provided In Section [V.2.D(3), all recanditioning eosts required to retum the Material to Condition “B” or to comect

n handling, transportation oz other damages will be borne by the divesting propesty.

i the Matorial wny originally charged to the Joint Account as used Material end placed in servigo for the Joint Proparty, the
Material will bo creditod a2 tho price determingd in Sections IV2 A (Prictng), IV.2.B (Freighs), and IV2.C (Taves) multiplicd

by sixty-five perces (§5%).
mmwmwmm«mmbmwuummmmwmmmnw
not placed in servico on the property shall be credited as charged without gain or loss.

(3) Condition “C* ~ Material tha is not in sound and serviceable candition and not suitable for its original fnction untd efter
resonditioning shal) be priced by multplying the price detenmined in Sections [V.2.A (Prictng), IV.2.B (Frelghs), end [V2.C
(Taxes) by fifty parcent (SO%).

Tho cest of reconditioning may be charged to the receiving property to the extant Condition “C* value, plus cost of
reconditioning, does not axzeed Condition “B™ valua,

(4) Condition D™ - Material that (i) is no lenger suitable for its rigino! purposs but useable for some cther purpass, (ii) is
obsolete, or (iii) does not meet original specifications bat stil) has value end can be used in other applications as s substinste for
ftems with different specifications, is considsred Condition “D” Meterial, Casing, tubing, of drill pipe used as line pipe shall be
priced es Qrado A end B szamless ling pipo of comparable size end weight Used casing, tubing, or drill pipe utilixed &s line
pipo shall be priced «t used tina pipe prices. Casing, tubing, ev drill pipe used a3 higher pressure servics lines than standand tins
pipe, o.5., powes oil lines, shall be priced under narmal pricing procedurcs R castng, wbing, or drilt pipa. Upset tubulxr goods
shall be priced on a non-upset basia. For cther itzms, the prics used should result in the Jolnt Acoount being charged or credited
with tha value of the service rendared or use of tho Material, o7 as sgreed to by the Partics pursuant to Section 1.5.A (Genera!
Maiters).

(5) Condition 5™ - Junk shall be priced et provailing sarsp velus prices.
E  OTHER PRICING PROVISIONS

(1) Preparation Costs

smmmmnwmaw:)msmm(mmofmmmmMnmmwmw
in making Material sorviceabl ! Mdmmﬂm:mwmﬁnnumﬂmm’ﬂhw

w the Joint Acocunt at prices which refiect the Operator's actual costs of the services. I jon must be p d to tho
Non-Operatom upen request to support tho cost of service, Now coating snd/or wrapping shall ba idernd a comp of
the Materials and priced in eccordance with Sections IV.) (Direct Purchasss) or 1V.2.A (Pricing), as applicable. No chasges or
credits shall bo made for used cozting or wrapping. Charges and credity fir inspections shail be made in eccordmnos with .,

COPAS MFI-38 (“Material Pricing Maruaf).

{2) Loadingand Unicading Costa

Loading and unloading costs retsted to the movement of the Material to the Joint Property shall bo charged {n sccordance with
tho methods specified in COPAS MFI-38 (“Material Pricing Manuai®).

aetaa:s:==a=run=s::s:a:aa:ss:aaazan:sz:::uzcu
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Rosommended by COPAS, tnn.

DISPOSITION OF SURPLUS

Surplus Material is that Material, whether new or used, that is 50 longer required for Joint Operations. The Operator may purchass, it
MMMD@WDM&MMWNNW&MMM.

Dispositions firr the purpose of this procedure are considered to b ths ralinguiskment of title of the Material from the Joint Property to
either o thind party, s Non-Operator, or 1o the Operator. To avaid tho encumulation of surptus Material, the Operator should make good
falth effixits © dispose of surplus within twelve (12) months through buy/sale agroementy, trade, sals to o third party, division in kind, ar
other dispositions a3 agreed t by the Parties, .

Disposal of surplus Materials shall be made in ecoordance with the terms of the Agreement to which this Actounting Procedure is

Ifths Agr ins no provisions goveming disposal of surplus Materiat, the following tzrms shatl apply:

¢ The Operator may, through & sale 1o an unrelated thind party or ertity, dispose of surpius Matorial having a gross salo valus that

is Jexs than ar cqua! to tie Operator’s expenditure limit &y set forth in the Agrecment to which this Accounting Procedure is
attnched without the prior epproval of the Parties cuning such Material,

* U tho gross salo value oxoecds the Agrecment expendinge limit, the disposal must be agreed to by the Parties owning fuch
Materia).

¢ Operator may purchase surplus Candition *A” or *B” Material without spproval of the Pusties owning such Material, based on
tho pricing mathods set forth in Section IV.2 (Trangfera).

»  Operator mey purchess Condition “C™ Materia) without prior approval of ths Parties coning such Materia] if the value of the
Materials, based on the pricing methods set forth in Seation IV.2 (Trangfers), is Jess than or equal to the Operater's axpenditure
Jimitation st farth in the Agreement. The Operutor shall provide docunentation supperting the classifiention of tho Material i
Cendition C.

¢ Opentor moy dispese of Condition “D™ or “B™ Material under procedy Ity wtilted by Operstor without prior sppravel
of tho Parties owning such Material,

4 SPECIAL PRICING PROVISIONS

A PREMIUM PRICING

Whenever Material is aveilablo only et inflsted prices duo to natione! emergencies, surikes, governmant imposed forsign trede
restrictions, or other unusual caupes over which the Operutor has no control, for direst purchase the Opemior may charge the Joint
Account for the required Material of the Operator’s actunl cost incurred in providing such Material, making it suitablo for use, and
moving it to the Joint Property. Material transferred or disposed of during premfum pricing situstions shall be valued in accondance
with Section IV.2 (Tyangfers) or Seetion V.3 (Diposinon of Surplus), 9 epplicable.

SHOP-MADE ITEMS

Items thbricared by the Operator's employees, or by contract taborers under the direstion of the Operntor, shall bo priced using ths
valus of the Materia) used to construct the item phu the cest of labor t fhbricats the item. Lf tho Material is from the Operstor’s
scrap or junk eccount, the Material shall bo griced ot cither tweaty-five peroent (25%) of tho curvent price a9 determinad in Section
IVJ.A(Prldm)wcnpulue.michcvzishlmn.lnmwnmlﬂ'ﬂummwnudﬂnvllueofmehm
ocommensurato with its uso.

MILL REJECTS
Mill rejocts purchased as “Vimited servico™ casing or tubing hall be priced at clghty percent (80%) of K-58/)-55 prics a3 detarmined in

Bection IV.2 (Trungfars). Line pipe conventzd to casing or tublng with casing or tubing couplings attached shall bo priced as X-55/7-
53 casing or thing et tho ncarest sizo snd welght

V. INVENTORIES OF CONTROLLABLE MATERIAL

The Operator shall maintnin records of Controliabls Material chargad to the Joint Ascount, with sufficient detail to perform physical inventaries.

Adjustments to the Joint Account by the Operstar resulting from a physical inventory of Contrallable Matarial shall b made within twelve (12)
manths following ths taking of the inventary ar reselpt of Non-Operator inventory report. Charges end credits for overnges or shartages will be
valued for the Joint Account in accordance with Section IV.2 (Tranyfers) and shall be based on the Condition “B* pricas in effect an the dats of
physical inventory unless the inventorying Partias can provids sufficient cvidence another Material condition epplies.

COPYRIGHT © 2005 by Council of Petrolaum Aesountants Societios, tnc. (COPAS)
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DIRECTED INVENTORIES

Physical inventories shall b perfrvmed by € Oparator upon writian request of a mujority n working intarests of the Non-Operators
(haveinafier, “directed inventory™); provided, howcver, tho Operator shall not be required to perform directed inventaries more frequently
than ance every five (5) years. Directed inventaries shall be conunonoed within ons lundred eighty (180) days after the Operntor receives
wrilten notice that & majority in interest of the Nen-Operators has requesied the inventory. All Partics shall be govemod by the results of
any directad fnventory.

Exponses of directed inventorics will be bomne by the Joint Account; provided, however, costs sasocisted with anty post-repart follow-up
work [n settling the inventory will be absorbed by the Party insurring such costs. The Operstor is expestad to exorcso fudgment In kesping
expenses within reasenable Limits, Any anticipated dispropartionats or extraordinary costs should be discussed and agreed upan prior
commencement of the L y. Exp of directed f ies may inctude the following:

A. A per diam rats for each inventory person, representotive of sctua! palarics, wages, and payrol) burdens and benefits of the personnal
performing the inventory or @ rete agresd to by the Parties pussuant to Section L6.A (Genaral Masers). The per diem rete shall elso
bo applicd to & reasorable mumber of dayy for pre-inventory work and report preparation.

B. Actusl transportation casts and Persona) Expenses for the inventivy tesm.

C. Ressonable charges for report propamtion and distribuzion to the Nan-Operstars.

NON-DIRECTED INVENTORIES

A OPERATOR INVENTORIES

Physiea i iy that are not requested by the Non-Operators may be parfarmed by the Operstor, &2 the Opefator's disaretion. The
expenses of conducting such Operator-fnltiatod invenories shall not be charged to the Joint Account.

B. NON-OPERATOR INVENTORIES

smdeuwmmofmwmﬁﬁmmmmhammmmmwmnm
hvmmynruumbloum:nMnhmudﬁuknﬂag‘vhngpmnlmnhuy(Do)dayswiwwrimno_ﬂum
Nm-OpamnrhvmyrevmmubomwthhwﬂhaviMﬁn#y(W)dmdmploﬁngﬂwmm
fieldwork.

C. SPECIAL INVENTORIES

The expenss of conducting inventories other twn those doscribed in Sections V.1 (Directed Irvenzortes), V2.A (Op
mmmnu),u-vuWalmxmuwmmmmmme.m.
inmluiatqufuddumn&mdepethanMmmmhhmmuudumwinS::ﬁm
V.) (Directed Inventories).

COPYRIGHT © 2005 by Council of Petroleum Acoountants Socicties, Inc. (COPAS)

13




__/

Exhibit “E”

Attached to and made a part of that certain Unit Operating Agreement by and between Forty
Acres Energy, LLC as Operator and various Non-Operators governing the West Eumont Unit.

1. Operator shall procure and maintain, at all tmes while conducting operations under
this Agresment, the following Insurance coverages with fmits not less than those specified

below:
A, Workers’ Compensation Statutory
Employer's Liabllity $1,000,000 Each Accldent
B. General Liability including bodily Injury
and property damage llabllity $1,000,000 Combined Single Limit
C. Auto Liablitty $1,000,000 Combined Single Limit
D. Excess or Umbrella Liabliity $20,000,000 Combined Single Limit
. E. Cost of Weli Control and Care, $5,000,000 Each Occumence and
Custody and Control $250,000 CCC
F. Pollution Liabliity $20,000,000 Combined Single Limit

2 The insurance descnbed in 1. above shall Include Non-Operator as additional
Insured (except Workers' Compensation) and shall Include e walver by the insurer of all
rights of subrogation In favor of Non-Operator. Such insurance shall be camied at the Joint
expense of the parties hereto and all premiums and other costs and expenses related
thereto shall be charged to the Joint Account in accordance with the Accounting
Procadure attached as Exhibit "C" to this Agreement, unless prior to spud a party hereto
who dasires to provide its own Insurance or selfnsurance provides Operator with a
cortificate of insurance evidencing such Individual coverage: Operator shall have the right

to be self Insured. .

3. Operator shall endeavor to have Hits contractors and subcontractors comply with
applicable Workers' Compensation’ laws, rules and regulations and carry such insurance
as Operator may deem necessary.

4, Operator shall not be liable to Non-Operator for loss suffered because of
Insufficlency of the insurance procured and maintained for the Joint Account nor shall
Operator be ligble to Non-Operator for any loss occurring by reason of Operator’s inabliity
to procure or meintain the insurance provided for herein. if, in Operator’s opinion, at any
time during the term of this Agreement, Operator Is unable to procure or maintain said
Insurance on commercigally reasonable tarms, or Operator reduces the limits of insurance,
Operator shall promptly so notify Non-Operator in writing.

5. In the event of loss not covered by the Insurance provided for herein, such loss
shall be charged to the Joint Account and bome by the partles in accordance with thelr
respective parcentage of participation as determined by this Agreement. .

6. Any party hereto may individually and at its own expsnse procure such additional
insurance as ! deslres; provided, however, such parly shall provide Oparator with a
certificate of insurance evidencing such’ coverege before spud of the well and such
coverage shall inciude a walver by the Insurer of all rights of subrogation In favor of the

parties hereto,

10f1
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3MG Corp.

. Brazos Ltd Partnership

CWM 2008

CWM 2008 11

Mewbourne Development Corp.
Mewbourne Energy Partners
Mewbourne Oil Company

Suite 1020

500 West Texas

Midland, TX 79701

Apache Corp.

Leaco New Mexico Exploration & Production LLC
ZPZ Energy Co.

Suite 3000

300 Veterans Airpark Lane

Midland, TX 79705

Chevron U.S.A. Inc.
6301 Deauville Boulevard
Midland, Texas 79706

Attention: Permitting Team

COG Operating LLC
One Concho Center
600 West Illinois
Midland, TX 79701

ConocoPhillips Company
P.O.Box 2197
Houston, TX 77252

Devon Energy Production Company, 1..P.
333 West Sheridan Avenue

Oklahoma City, OK 73102

EOG Resources, Inc.
P.O. Box 2267
Midland, TX 79702

XTO Energy Inc.
810 Houston Street
Fort Worth, Texas 76102

PO Box 911
Breckennidge TX 76424 0911

Craig M McDonnold
505 N Big Spring
Mudland TX 79701

Crump Est
SO0wW 7"st |
Ft Worth TX 76102 4700

David H Essex
PO Box 5077

Mudland TX 79701

Millard Deck Est
S00W 7"st Tx
Ft Worth TX 76102 4700

SCR Energy Capital, LLC
PO Box 519
Phoenix MD 21131

W Leo Slaton
14267 FM 2769
Leander TX 78641 9697



Kaiser-Francis Oil Company

P.O. Box 21468

Tulsa, Oklahoma 74121

Yarbrough Oil Co
1008 W Broadway
Hobbs NM 88240

Carl W Burnett

2030 American Bank Tower

Austin TX 78204

Bill W Nelson
239 Aspen
Hereford TX 79045

Wade F Spillman
4101 N Hitls DR
Austin TX 78731

G H Nelson
707 Purdue Dr
Tyler TX 75703

Alan O Johnson

400 Hentage Bank Bldg
Tyler TX 75703

Don Scott

PO Box 1178

Hobbs NM 88240

Marion Bowers Trust
Route 4 Box 352
Seminole TX 79360

StandleyStuder
2426 Cee Gee STE 206
San Antonio TX 78249

Silverridge Corp
302 W Pointer Trail
Van Buen AR 72956

LHR Enterprises (Robert Bowers Trust)

PO Box 1737
Hobbs NM 88240

Robert Bowers
PO Box 1737

Hobbs NM 88240

Darrell W Marker
PO BoOx 1737

Hobbs NM 88240

RARN Inc
920 Adehne Court
St Paul MN 55118

" RobertE O|son

9014 Callaghan Rd
San Antonio TX 78230

Harvey $ & Paula) Olson
2707 Marlborough Dr
San Antonio TX 78230

Roland R Nabors
8922 Wexford Dr
San Antonto TX 78217

A Earl Jones
421 Main
Brownfield TX 79316

Alan W Ralston
PO Box 1737
Hobbs NM 88240

Baber Well Service
PO Box 1772
Hobbs NM 88240

Bobby Doverspike
3312 Pine Hurst Trl Apt 169
Ft Worth TX 76137 3164

Byrl Harnis
PO Box 426
Hobbs NM 88240

Douglas Kasch
813 N County Club Rd
Algona 1A 50511 7265

Guy Wilhams
420 W Gold Ave
Hobbs NM 88240

Kenneth Boss
301 S Hinson Rd

Lovington NM 88260

R O Williams & Mel van Craighead
PO Box 576

Ardmore OK 73402

Robert O Calhoon
2713 N Gold CT
Hobbs NM 88240
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KAISER FRANCIS OIL CO.
P.0.BOX 21468
TULSA, 0K 74121

EOQG RESOUCES INC
PO BOX 2267

MIDLAND, TX 79702

JANET SEALE CLUTE
PO BOXM
MESILLA, NM 88046-4613

CAROLYN SEALE MUGGENBURG
2805 CALLE DEL RIQ NW
ALBUQUERQUE, NM 87104-3141

NEW MEXICO OIL CORP.
POBOX 1714
ROSWELL, NM 88202

MILLARD DECK ESTATE

C/0 BANK OF AMERICA NA
PO BOX 840738
DALLAS, TX 75284-0738

JEANNEA A. SUNDERS TRUST

C/0 BANK OF AMERICA NA TTEE
PO BOX 840738

DALLAS, TX 75284-0738

DONALDSON-BROWN TR 1& 2
C/0 BNY MELLON BANK, N.A.

525 WILLIAM PENN PLACE, STE 153-1315
PITTSBURGH, PA 15259

KRISTEN LEE HENDRIX HAYES
PO BOX 3040

MIDLAND, TX 79702-3040

KARMEN MARIE HENDRIX
PO BOX 3040

MIDLAND, TX 79702-3040

EXHIBIT (
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JOHN H. HENDRIX CORPORATION OIL
PO BOX 3040

MIDLAND, TX 79702-3040

MJK MINERAL PARTNERS, LTD
600 N. MARIENFIELD ST., STE 906
MIDLAND, TX 79701-3363

DANIEL L. VEIRS
36 KESTREL LANE
EL PARADO, NM 87529

DANIEL L. VEIRS PROFIT SHARING PLAN
DANIEL VEIRS TRUSTEE

36 KESTREL LANE

EL PARADO, NM 87529

LEE & LESLIE WOOD
1606 COUNTRY CLUB DRIVE
MIDLAND, TX 79701

DIAMOND S ENERGY
6608 BRYANT IRVIN RD.
FORT WORTH, TX 76132

ELLIOT INDUSTRIES LIMITED PARTNERSHIP
PO BOX 1328

SANTA FE, NM 87504

ELLIOT HALL
PO BOX 1231
OGDEN, UT 84402

SCR ENERGY CAPITAL, LLC
PO BOX 519
PHOENIX, MD 21131

CHEVRON U.S.A. INC

6301 DEAUVILLE BOULEVARD
MIDLAND, TX 79706

CONOCOPHILLIPS CO.
P.0.BOX 2197
HOUSTON, TX 77252



DAVID H. ESSEX
PO BOX 50577
MIDLAND, TX 79702

MCGEE DRILLING CORPORATION
PO BOX 2471
MIDLAND, TX 79702

XTO ENERGY
810 HOUSTON STREET
FORT WORTH, TX 76102-6298

KATHRINE KOLLIKER MCINTYRE
RECOVABLE TRUST

420 THROCKMORTON

FT. WORTH, TX 76102

GUNSMOKE ENERGY
6608 BRYANT IRVIN RD.
FORT WORTH, TX 76132

AMERADA HESS CORPORATION
ATTN: JV DEPT 16™ FLOOR

PO BOX 2040

HOUSTON, TX 77252-2040

MARCIA BODEEN
110 TOBAGO WAY
NEW PORT, FL 34287

DK MINERAL TRUST

C/0 PAM YOUNG, TRUSTEE
PO BOX 1004

DENVER CITY, TX 79323

OLIVER SETH ESTATE

C/0 JEAN M. SETH PERSONAL REP
3 TANORD

SANTA FE, NM 87506-8821

PATRICIA E. SMOTHERS ESTATE
WILLIAM BOLTON, EX

412 WEST MELBOURNE AVE
PEORIA, IL 61604



VIRGIL E. WHITE

HENRY VANDENBURGH TRUSTEE
320 BROWER RD

PALATINE BRIDGE, NY 13428

LAWRENCE W. WHITE 12045-45-1
C/0 WELLS FARGO BANK CO, NA
PO BOX 5383

DENVER, CO 80217

JEAN M. SETH
3 TANO RD
SANTE FE, NM 87501

SUSAN TRIMBLE EUBANK
9610 ASTER CIRCLE
GARDEN RIDGE, TX 78266-2516

GEAN TRIMBLE HEIDMANN
8503 APPALACHIAN DRIVE
AUSTIN, TX 78759

JAMES SETH
125 HEATHER TER #227
APTOS, CA 95003

COLTON P. JOHNSON, IRA
C/0 FIRST FINANCIAL TRUST
PO BOX 701 ‘
ABILENE, TX 79604

CHEROKEE LEGACY MINERALS LTD
PO BOX 3217
ALBANY, TX 76430

KENEBREW MINERALS LP
PO BOX 917
IDALOU, TX 79329




January 11, 2016

Oxy USA, Inc.
5 Greenway Plaza, Suite 110
Houston, TX 77046-0521

Ladies and Gentlemen:

RE: West Eumont Unit
Lea County, New Mexico

You are invited to participate in a working interest owners meeting to discuss the formation of the West Eumont
{waterflood) Unit, Lea County, New Mexico. The meeting is scheduled for February 21%, 2017, 2:00PM-3:30PM at
the Petroleum Club of Midland, 501 W. Wall St., Midland Texas, 79701.

Included herewith, please find our proposed Unit Agreement and Exhibits and proposed Unit Operating Agreement
and Exhibits.

We have attempted to reasonably ascertain the leasehold ownership of the tracts in the unit and your tracts and
tract participation factors are displayed on the addendum at the bottom of this letter. All owners in the area

recognize that due to the age of these properties it is possible that the owner list and tract participation are subject
to adjustment as additional ownership details become available to us.

Toinsure we have approp'riate space, please RSVP your name, company name and approximate number of attendees
{and their names if possible) by February 1, 2017 to the undersigned at cfling@primaryfuels.com , and address any
questions to the undersigned either by telephone or email.

Very truly yours,
Forty Acres Energy, LLC
Primary Fuels, LLC

Chris Fling
Addendum

Oxy USA, Inc.
According to the public records, it appears your company owns an interest in unit tracts 30, 33, 38, 39, 64 with a
total tract participation in the unit of .00896929.




FORTY ACRES ENERGY, LLC

11777B Katy Freeway #30§
Houston, Texas 77079

June 30, 2017

To: Working Interest Owners

RE: Proposed West Eumont Unit
Covering 7977.30 acres
Eumont Area

Lea County, NM

Dear Working Interest Owner:

'For-ty Acres Energy, LLC (Forty) is the operator of multiple active leases in the above-mentioned area.
Forty herewith proposes the formation of the West Eumont Unit for implementing a secondary recovery
project, with Forty as the Operator.

Acreage in which you own a working interest is located within the proposed unit boundary. The Unit
Agreement and Unit Operating Agreement are enclosed for your perusal and notification. Exhibit “A” of
the Unit Agreement reflects a map outlining the unit boundary and the individual tracts. Exhibit “B”
identifies your working interest in each tract. Exhibit “C” lists the tract participation. All interests are
subject to title verification.

You were previously invited to a working interest owners meeting held in Midland on February 21%,
wherein the project to waterflood the Yates-Seven Rivers-Queen reservoir {commonly referred to for
convenience as “Eumont”) was discussed in detail. '

Forty plans to re-enter old wells that would once again become oil producers, drill new producers, and
drill injectors to facilitate the waterflood. If successful, as discussed at the meeting Forty anticipates at
full development the proposed unit to produce ultimately as much as 10MMBOE. The first-year budget
for the initial secondary recovery operations is anticipated to be $5-$7MM.

A successful waterflood injection program requires the cooperation and approval of the various working
interest owners. We urge you to review the enclosed information and if you have any questions please
contact me at 918-645-8287 or by email at cfling@primaryfuels.com.

Our plans are to make application to the New Mexico Oil Conservation Division for the August hearing
docket and a unit effective date of November 1, 2017. Please sign and return to us at Primary Fuels the
following in the self-addressed envelope as soon as possible:

-Election ballot. Please appropriately mark your decision as to whether or not you choose to participate.




-If you choose to participate, please sign and acknowledge and return three copies of the Ratification and
Joinder of Unit Agreement and Unit Operating Agreement.

Best regards,
Forty Acres Energy, LLC
Primary Fuels, LLC

Chris Fling
Chris Fling
Manager




BALLOT
(please return one copy to Forty Acres)

elects to participate in the West Eumont Unit

Company name

elects not to participate in the West Eumont Unit

Company name

By:

Printed name:

Title:




RATIFICATION AND JOINDER OF UNIT AGREEMENT
AND :
UNIT OPERATING AGREEMENT

In consideration of the execution of the Unit Agreement for the Development and Operation
of the West Eumont Unit area, Lea County, New Mexico dated November 1, 2017, and in
consideration of the execution or ratification by other working interest owners of the
contemporary Unit Operating Agreement which relates to said Unit Agreement the
undersigned hereby expressly ratifies, approves and adopts said Unit Agreement as fully
as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s interests
in any lands and leases, or interests therein, and royalties or overriding royalties
presently held or which may arise under existing option agreements or other interests
in unitized substances, covering the lands within the Unit Area in which the undersigned
may be found to have an oil and gas interest.

This Ratification and Joinder of Unit Agreement and Unit Operating Agreement shall
be binding upon the undersigned, his or her or its heirs, devisees, executors, assigns,
or successors in interest.

EXECUTED this day of July 2017

BUSINESS ENTITY NAME SIGNATURE OF OFFICER
TRACTS :
STATE OF
)ss
COUNTY OF
This instrument was acknowledged before me on (Date)
By as of
Name of person type of authority business entity name
Seal Notary

My Commission expires:



July S, 2017

To:  Overriding Royalty interest Owners

RE:  Proposed West Eumont Unit
Covering approximately 7977.3 acres more or less
Lea County, New Mexico

Dear Interest Owner:

Forty Acres Energy, LLC (Forty) is the owner of active leases in the above referenced Eumont Field
" in Lea County, covering lands in all or portions of T20S-R36E Sections 21, 22, 26, 27, 28, 29, 32,
33, 34, 35 and T21S-R35E Sections 1, 2, 3, 11, 12. Forty is proposing the formation of the West
Eumont Unit and is seeking approval of all royalty and overriding royalty interest owns in order
to form the unit and initiate an enhanced recovery project with Forty as Operator.

Acreage in which you may have a mineral or overriding royalty interest is located within the
proposed unit boundary. The Unit Agreement is enclosed for your review and notification. The
Exhibits include a map reflecting the unit boundary, the tracts, interest in each tract and tract
participations. As you are well aware, this is a very old producing area. The county and state
records are outdated and may not correctly reflect the interests of the parties. We have made a
reasonable attempt to understand all of this and to notice everyone that may own an interest
but all interests are subject to final verification. There is likely much title work yet to be
completed.

This field has been virtually depleted for some time. Forty plans to reenter several old wells, drill
injector wells into the formation to support the waterflood and thereby stimulate the field back
to life. The entire unit area of nearly 8,000 acres wouid be treated as one lease and all owners
will share in the production. If the project is successful, we anticipate the unit to ultimately
produce material amounts of oil making the project economically meaningful to all of us.

A successful waterflood injection project requires the cooperation of the various interest owners
in their role of approving the unit and THERE IS NO COST TO THE MINERAL/ROYALTY OR
OVERRIDING ROYALTY INTEREST OWNER. We encourage you to review the enclosed information
and to sign and return to us the Ratification and Joinder of Unit Agreement page provided herein.
Please have your signature notarized and return it to us as soon as possible.




We are planning to make Application to the New Mexico Oil Conservation Division for an August
2017 docket and a Unit effective date of November 1, 2017.

Should you have any questions regarding this process or as to any of the enclosures, please
contact me at 918-645-8287 or by email at cfling@primaryfuels.com.

Best Regards,
FORTY ACRES ENERGY, LLC
PRIMARY FUELS, LLC

Chris Fling
Manager

Enclosures:  Unit Agreement and exhibits
Signature page (ratification and joinder). Please sign and return three copies.




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

APPLICATION OF FORTY ACRES ENERGY, LLC
FOR STATUTORY UNITIZATION, LEA COUNTY,
NEW MEXICO. _ Case No. 15,792

AFFIDAVIT OF NOTICE

COUNTY OF SANTAFE )

) ss.
STATE OF NEW MEXICO )

James Bruce, being duly sworn upon his oath, deposes and states:

1. I am over the age of 18, and have personal knowledge of the matters stated herein.

2. [ am an attorney for Forty Acres Energy, LLC.

3. Applicant has conducted a good faith, diligent effort to find the names and correct
addresses of the interest owners entitled to receive notice of the application filed herein.

4. Notice of the application was provided to the interest owners, at their correct

addresses, by certified mail. Copies of the notice letter and certified return receipts are attached
hereto as Attachment A.

: 5. Applicant has complied with the notice provisions of Division Rules NMAC
19.15.49and 19.15.4.12. 0
Jalbes Bruce

SUBSCRIBED AND SWORN TO before me this /2 .Z/Lday of September, 2017 by
James Bruce. P .

KERRie C. ALLEN
Notary Public
State of New Mexico

Jeommission Expires L2 242 2
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JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE,NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(508) 982-2043 (Phone)
(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

jamesbruc/@aol.com

July 27, 2017

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

To: Persons listed on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for statutory unitization, filed with the New Mexico Oil
Conservation Division by Forty Acres Energy, LLC, regarding the proposed West Eumont Unit

located in portions of Township 20 South, Range 36 East, N.M.P.M. and Township 21 South,
Range 35 East, NM.P.M.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, August 17, 2017, in Porter Hall at
the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You are
not required to attend this hearing, but as an owner of an interest who may be affected by the

application, you may appear and present testimony. Failure to appear at that time and become a
party of record will preclude you from contesting this matter at a later date.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, August 10, 2017. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
his or her attorney; a concise statement of the case; the names of the witnesses the party will call
to testify at the hearing; the approximate time the party will need to present its case; and

identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Attorney for Forty Acres Energy, LLC
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EXHIBIT A

3IMG Corp.

CWM 2008

CWM 2008 11

Mewbourne Development Corp.
Mewbourne Energy Partners
Mewbourne Oil Company

Suite 1020

500 West Texas

Midland, TX 79701

Apache Corp.

Leaco New Mexico Exploration & Production LL.C
ZPZ Energy Co.

Suite 3000

300 Veterans Airpark Lane

Midland, TX 79705

Chevron U.S.A. Inc.
6301 Deauville Boulevard
Midland, Texas 79706

Attention: Permitting Team

COG Operating LLC
One Concho Center
600 West Illinois
Midland, TX 79701

ConocoPhillips Company
P.0. Box 2197
Houston, TX 77252

Devon Energy Production Company, L.P.
333 West Sheridan Avenue

Oklahoma City, OK 73102

EOG Resources, Inc.
P.O. Box 2267
Midland, TX 79702

XTO Energy Inc.
810 Houston Street
Fort Worth, Texas 76102

Brazos Ltd Partnership
PO Box 911
Breckenndge TX 76424 0911

Craig M McDonnold
S05 N Big Spring
Midland TX 79701

Crump Est
SO0OW 7™st
Ft Worth TX 76102 4700

David H Essex
PQ Box 5077

Midland TX 79701

Millard Deck Est
500W 7St TX
Ft Worth TX 76102 4700

SCR Energy Capital, LLC
PO Box 519
Phoemx MD 21131

W Leo Slaton
14267 F\M 2769
Leander TX 78641 9697



Kaiser-Francis Oil Company
P.O. Box 21468
Tulsa, Oklahoma 74121

Yarbrough Oil Co
1008 W Broadway
Hobbs NM 88240

Carl W Burnett

2030 American Bank Tower
Austin TX 78204

Bill W Nelson
239 Aspen
Hereford TX 79045

Wade F Spillman
4101 N Hills DR
Austin TX 78731

G H Nelson
707 Purdue Dr
Tyler TX 75703

Alan O Johnson
400 Heritage Bank Bldg
Tyler T7X 75703

Don Scott
PO Box 1178
Hobbs NM 88240

Marion Bowers Trust
Route 4 Box 352
Seminole TX 79360

StandleyStuder
2426 Cee Gee STE 206
San Antonio TX 78249

Silverridge Corp
302 W Pointer Trail

Van Buen AR 72956

LHR Enterpnises (Robert Bowers Trusf)

PO Box 1737 :
Hobbs NM 88240

Robert Bowers
PO Box 1737

Hobbs NM 88240

Darrell W Marker
PO BOX 1737
Hobbs NM 88240

RARN Inc
920 Adeline Court
St Paul MN 55118

) Robert £ Olson

8014 Callaghan Rd
San Antonio TX 78230

Harvey S & Paula) Olson
2707 Marlborough Dr
San Antonio TX 78230

Roland R Nabors
8922 Wexford Dr

- San Antonio TX 78217

A Earl Jones
421 Main
Brownfield TX 79316

Alan W Ralston
PO Box 1737
Hobbs NM 88240

Bvaber Well Service
PO Box 1772
Hobbs NM 88240

Bobby Doverspike
3312 Pine Hurst Tri Apt 169
Ft Worth TX 76137 3164

Byrl Harnis
PO Box 426
Hobbs NM 88240

Douglas Kasch
813 N County Club Rd
Algona 1A 50511 7265

Guy Wilhams
420 W Gold Ave
Hobbs NM 88240

Kenneth Boss
301 S Hinson Rd
Lovington NM 88260

R O Wilhams & Mel van Craighead

PO Box 576
Ardmore OK 73402

Robert D Calhoon
2713 N Gold CT
Hobbs NM 88240



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE,NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

jamesbruc@aol.com

July 27,2017

CERTIFIED MAIL - RETURN RECEIPT REQUESTED
To: Persons listed on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for statutory unitization, filed with the New Mexico Oil
Conservation Division by Forty Acres Energy, LLC, regarding the proposed West Eumont Unit

located in portions of Township 20 South, Range 36 East, N.M.P.M. and Township 21 South,
Range 35 East, NM.P.M.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, August 17, 2017, in Porter Hall at
the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You are .
not required to attend this hearing, but as an owner of a royalty or overriding royalty interest
who may be affected by the application, you may appear and present testimony. Failure to appear

at that time and become a party of record will preclude you from contesting this matter at a later
date. '

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, August 10, 2017. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
his or her attorney; a concise statement of the case; the names of the witnesses the party will call
to testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Very truly yours,

o Dttt

Attorney for Forty Acres Energy, LLC




KAISER FRANCIS OIL CO.
P.0. BOX 21468
TULSA, 0K 74121

EOG RESOUCES INC
PO BOX 2267
MIDLAND, TX 79702

JANET SEALE CLUTE
PO BOXM

MESILLA, NM 88046-4613

CAROLYN SEALE MUGGENBURG
2805 CALLE DEL RIO NW
ALBUQUERQUE, NM 87104-3141

NEW MEXICO OIL CORP.
POBOX 1714
ROSWELL, NM 88202

MILLARD DECK ESTATE
C/0 BANK OF AMERICA NA

PO BOX 840738

DALLAS, TX 75284-0738

JEANNEA A. SUNDERS TRUST
C/0 BANK OF AMERICA NA TTEE
PO BOX 840738

DALLAS, TX 75284-0738

DONALDSON-BROWN TR 1& 2
C/0 BNY MELLON BANK, N.A.

525 WILLIAM PENN PLACE, STE 153-1315
PITTSBURGH, PA 15259

KRISTEN LEE HENDRIX HAYES
PO BOX 3040
MIDLAND, TX 79702-3040

KARMEN MARIE HENDRIX
PO BOX 3040

MIDLAND, TX 79702-3040

¢ SISO PRI AR,
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JOHN H. HENDRIX CORPORATIGON OIL
PO BOX 3040
MIDLAND, TX 79702-3040

MJK MINERAL PARTNERS, LTD
600 N. MARIENFIELD ST., STE 906
MIDLAND, TX 79701-3363

DANIEL L. VEIRS
36 KESTREL LANE
EL PARADO, NM 87529

DANIEL L. VEIRS PROFIT SHARING PLAN
DANIEL VEIRS TRUSTEE

36 KESTREL LANE

EL PARADO, NM 87529

LEE & LESLIE WOOD
1606 COUNTRY CLUB DRIVE
MIDLAND, TX 79701

DIAMOND S ENERGY
6608 BRYANT IRVIN RD.
FORT WORTH, TX 76132

ELLIOT INDUSTRIES LIMITED PARTNERSHIP
PO BOX 1328

SANTA FE,NM 87504

ELLIOT HALL
PO BOX 1231
OGDEN, UT 84402

SCR ENERGY CAPITAL, LLC
PO BOX 519
PHOENIX, MD 21131

CHEVRON U.S.A. INC
6301 DEAUVILLE BOULEVARD
MIDLAND, TX 79706

CONOCOPHILLIPS CO.
P.0.BOX 2197
HOUSTON, TX 77252




DAVID H. ESSEX
PO BOX 50577
MIDLAND, TX 79702

MCGEE DRILLING CORPORATION
PO BOX 2471
MIDLAND, TX 79702

XTO ENERGY
810 HOUSTON STREET
FORT WORTH, TX 76102-6298

KATHRINE KOLLIKER MCINTYRE
RECOVABLE TRUST

420 THROCKMORTON

FT.WORTH, TX 76102

GUNSMOKE ENERGY
6608 BRYANT IRVIN RD.
FORT WORTH, TX 76132

AMERADA HESS CORPORATION
ATTN: ]V DEPT 16TH FLOOR

PO BOX 2040

HOUSTON, TX 77252-2040

MARCIA BODEEN
110 TOBAGO WAY
NEW PORT, FL 34287

DK MINERAL TRUST

C/0 PAM YOUNG, TRUSTEE
PO BOX 1004

DENVER CITY, TX 79323

OLIVER SETH ESTATE

C/0 JEAN M. SETH PERSONAL REP.
3 TANO RD

SANTA FE, NM 87506-8821

PATRICIA E. SMOTHERS ESTATE
WILLIAM BOLTON, EX

412 WEST MELBOURNE AVE
PEORIA, IL 61604



VIRGIL E. WHITE

HENRY VANDENBURGH TRUSTEE
320 BROWER RD

PALATINE BRIDGE, NY 13428

LAWRENCE W. WHITE 12045-45-1
C/0 WELLS FARGO BANK CO, NA
PO BOX 5383

DENVER, CO 80217

JEAN M. SETH
3 TANO RD
SANTE FE, NM 87501

SUSAN TRIMBLE EUBANK
9610 ASTER CIRCLE
GARDEN RIDGE, TX 78266-2516

GEAN TRIMBLE HEIDMANN
8503 APPALACHIAN DRIVE
AUSTIN, TX 78759

JAMES SETH
125 HEATHER TER #227
APTOS, CA 95003

COLTON P. JOHNSON, IRA
C/0 FIRST FINANCIAL TRUST
PO BOX 701

ABILENE, TX 79604

CHEROKEE LEGACY MINERALS LTD
PO BOX 3217
ALBANY, TX 76430

KENEBREW MINERALS LP
PO BOX 917
IDALOU, TX 79329
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Affidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

I, Daniel Russell, Publisher of the Hobbs
News-Sun, a newspaper published at
Hobbs, New Mexico, solemnly swear that
the clipping attached hereto was published
in the regular and entire issue of said
newspaper, and not a supplement thereof
for a period of 1 issue(s).

Beginning with the issue dated
August 19, 2017

and ending with the issue dated
August 19, 2017.

—

Publisher

<

Sworn and subscribed to before me this
19th day of August 2017.

Sesle RE Lo

Business Manager

!_ - -:‘ SRR VS
g, 2019

OFFICIAL SEAL
GUSSIE BLACK
Notary Pubtic
State of fo Mex‘f?

3o ;'%
3 N
ray Commission Expires r% -

3 . P
Thisqnewspaperasdnn ified 16 publish
legal notices or advertisements within the

meaning of Section 3, Chapter 167, Laws of
1937 and payment of fees for said

LEGAL NOTICE
August 19, 2017 -

NOTICE

. To: Carolyn Seale Muggenburg, Miliard Deck Estate,
! Jeanna A. Saunders Trust, Kristen Lee Hendrix Hayes,
' Karmen Marie Hendrix, John H. Hendrix Corporation,
i “Daniel"L. Veirs; Danield==/eirs"as-Frustee-of-the-Daniel L.
' Veirs Profit Sharing Plan, Elliot Hall, McGee Drilling;
Corporation, Katherine Kolliker Mcintyre Revocable Trust,

* Amerada Hess Corporation, Hess Corporation, Marcia
Bodeen, Patricia E. Smothers Estate, Gean Trimble
Eubank, James Seth, Cherokee Legacy Minerals Ltd.,
Kenebrew Minerals LR, GFW Ventures, a Reaugh Family
LP, W.E. Harper, Marian Kelly Trust, -Sambbaiah
Kankanala, Joe and Jessie Crump Memorial Fund, Brazos

, Limited Partnership, Crump Estate, David H. Essex, Millard
y Deck Estate, W. Leo Staton, Carl W. Burnett, Bill W.
Nelson, G.H. Nelson, Alan O. Johnson, Don Scott, Marion
Bowers Trust, Silverridge Corporation, LHR Enterprises,

' Robert Bowers Trust, Robert Bowers, Darrell W. Marker,
. Hubert E. Olson, Harvey S. and Paula J. Olson, Roland R.
i Nabors, Alan W. Raiston, Baber Well Service, Bobby
‘Doverspike, and Byri Harris, or your heirs, devisees,

, successors, or assigns: Forty Acres Energy, LLC has filed
an application with the New Mexico Oil Conservation

- Division seeking an order statutorily unitizing all mineral
interests in the Yates-Seven Rivers-Queen formation in-the
proposed West Eumont Unit underlying 7977.30 acres of
federal, state, and fee lands covering all or' parts of Sections

' 21, 22, 26-29, and 32-35 of Township 20 South, Range 36
, East, N.M.P.M., and Sections 1-3, 11,.and 12 of Township
‘21 South, Range 35 East, N.M.P.M. Among the matters to
‘be considered at hearing, pursuant to the New Mexico
. Statutory Unitization Act, NMSA 1978 §§70-7-1 et seq., will
ibe: The necessity-of unit operations; the.determination of.
(horizontal and vertical limits of the unit area; the'
determination of the fair, reasonable, and equitable’
allocation of production and costs of production, including’
capital investments, to each of the tracts in the unit area:
the determination of credits and charges to be made among
the working interest owners in the unit area for their
.investment in wells and equipment; and such other matters
as may be necessary and appropriate. The application is
i scheduled to be heard at 8:15 a.m. on August 31, 2017 at
"the Division's offices at 1220 South St. Francis Drive, Santa

Fe; New-Mexica 8Z505..As.an.if ezasmwwf.me,u it you
l have the right to enter an appea}ance and pa lclpa(eqlh'the !

. case. Failure to appear will [la_reclude you from contesting,
this matter al a later date. The attorney for applicant is
James Bruce, P.O. Box 1056, Santa Fe, New Mexico

' 87504. The unit area is centered approximately 5 miles

. northwest of Oil Center, New Mh"x-ico. . -
#32005 : N :

e

01101711 00198219

JAMES BRUCE

JAMES BRUCE, ATTORNEY AT LAW
P.O. BOX 1056

SANTA FE, NM 87504




—_______-______

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

APPLICATION OF FORTY ACRES ENERGY, LLC
FOR APPROVAL OF A SECONDARY RECOVERY
PROJECT AND TO QUALIFY THE PROJECT FOR

THE RECOVERED OIL TAX RATE, LEA COUNTY,

NEW MEXICO. Case No. 15,793

AFFIDAVIT OF NOTICE

COUNTY OF SANTAFE )

) ss.
! STATE OF NEW MEXICO )

James Bruce, being duly sworn upon his oath, deposes and states:

\ 1. I am over the age of 18, and have personal knowledge of the matters stated herein.
\

‘ 2. I am an attorney for Forty Acres Energy, LLC.

3. Applicant has conducted a good faith, diligent effort to find the names and correct

addresses of the offset operators or working interest owners entitled to receive notice of the
\ application filed herein.
|
I
\

4. Notice of the application was provided to the offset operators or working interest
owners, at their correct addresses, by certified mail. Copies of the notice letter and certified
return receipts are attached hereto as Attachment A.

5. Applicant has complied with the notice provisiops of Form C-108, and Division
Rules NMAC 19.15.4.9 and 19.15.4.12. %‘/’ .

Jat1es Bruce

SUBSCRIBED AND SWORN TO before me this _// ZAday of September, 2017 by

James Bruce.
[
= ) Hatary Public

2 i S¢zte of New M9)§icc/>
My Commission Ex sk Sinimission Explres _M> ;
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____————_————-_______-

JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(508) 660-6612 (Cell)
(505) 982-2151 (Fax)

jamesbruc@aol.com

July 27,2017

CERTIFIED MAIL - RETURN RECEIPT REQUESTED
To: Persons listed on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for approval of a secondary recovery project, etc., filed with
the New Mexico Oil Conservation Division by Forty Acres Energy, LLC, regarding the proposed
West Eumont Unit located in portions of Township 20 South, Range 36 East, NM.P.M. and
Township 21 South, Range 35 East, NM.P.M.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, August 17, 2017, in Porter Hall at
the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You are
not required to attend this hearing, but as an owner of an interest who may be affected by the
injection portion of the application, you may appear and present testimony. Failure to appear at

that time and become a party of record will preclude you from contesting this matter at a later
date.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, August 10, 2017. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
his or her attorney; a concise statement of the case; the names of the witnesses the party will call
to testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Verytruly yours,

ATTACHMENT

\ e

N e oo e memmmm 2 e mm = D ST

“ Attorney for Forty Acres Energy, LLC




- EXHIBIT A

Surface Owners

Cooper Ranch
P.0.Box 6
Monument, New Mexico 88265

Merchant Livestock Company
P.O. Box 1105
Eunice, New Mexico 88231

Offset Operators

Apache Corp.

Leaco New Mexico Exploration & Production LLC
Suite 3000

300 Veterans Airpark Lane
Midland, TX 79705

Chevron U.S.A. Inc.
6301 Deauville Boulevard
Midland, Texas 79706

Attention: Permitting Team

SCR Energy Capital, LLC
P.O.Box 519
Phoenix, Maryland 21131

OXY USA Inc.

OXY USA WTP L.P.

Suite 110

5 Greenway Palza, Texas 77046

McDonnold Operating
Suite 204

500 North Big Spring

Midland, Texas 79701

Vanguard Natural Resources
Suite 3000

5847 San Felipe

Houston, Texas 77057




Breck Operating Corp.
300 North Breckenridge Avenue
Breckenridge, Texas 76424

Big Al Oil & Gas
P.O. Box 669
Levelland, Texas 79336

Yarbrough Oil Co.
1603 Avenue O

Eunice, New Mexico 88231
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Page 144 New Mexico

EMPIRE YATES-SEVEN RIVERS POOL
Eddy County, New Mexico

OrderNo. 850, January 1, 1950, Redefining Pool,as Amended by Order
No. R-11, February 21, 1950; Order No. R-17-A, May 22, 1950; Order
No. R-27, July 28, 1950: Order No. R-92, September 20, 1951: Order
No. R-167, June 19, 1952; Order No. R-348, July 27. 1953: Order No.
R-400, January 20, 1954; Order No. R-2187, March 1, 1962: Order
No. R-3932; April 1, 1970; Order No. R-9963, October 1, 1993.

T-17-S, R-27-E  S/2 Sec. 12; Sec. 13; SE/4 NE/4 Sec. 14; Secs.
24, 25.26; SE/4 Sec. 34 35, 36.
R-28-E S/2 Sec. 7; Secs. 18, 19, 30: N/2 Sec. 31.
R-27-E N/2,SW/4 Sec. 2: E/2 Sec. 3.

EMPIRE-ABO POOL
Eddy County, New Mexico

Order No. R-1129, February 20, 1958, Establishing Pool, as Amended
by Order No. R-1238, August 14, 1958: Order No. R-1312, December
24,1958; Order No. R-1355, March 20, 1959; Order No. R-1397, May
18, 1959; Order No. R-1466, August 18, 1959; Order No. R-1509,
October 25, 1959; Order No. R-1559, December 18, 1959: Order No.
R-1633, March 18, 1960; Order No. R-1652, April 19, 1960; Order
No. R-1681, May 20, 1960; Order No. R-1700, June 16, 1960; Order
No. R-1749, August 18, 1960; Order No. R-1797, October 14, 1960;
Order No. R-1840, January 1, 1961; Order No. R-1907, April 1, 1961:
Order No. R-1981, June 1, 1961; Order No. R-2062, October 1, 1961:
Order No. R-2139, January 1, 1962; Order No. R-2187, March 1,
1962: Order No. R-2241, June 1, 1962; Order No. R-2313. October
1, 1962: Order No. R-3979, July 1, 1970; Order No. R-6912, March
1, 1982; Order No. R-7114, November 1, 1982; Order No. R-10124,
June, 1, 1994; Order No. R-12420, October 1, 2005; Order No. R-
12766, July 1, 2007.

T-17-S, R-27-E SE/4 Sec. 34: S/2 Sec. 35; S/2 Sec. 36.

T-17-S, R-28-E SE/4Sec.23;S/2,NE/4 Sec. 25;S/2, NE/4 Sec.
26.S/2 Sec. 27, S/2 Sec. 28, NW/4,S/2 Sec. 31; Secs. 32,33, 34; W/2,
NE/4 Sec. 35; NW/4 NW/4 Sec. 36.

T-17-S, R-29-E SE/4 Scc. 17, S/2 SW/4, SE/4 Sec. 19; E/2
Sec. 20; E/2, S/2 NW/4, N/2 SW/4 Sec. 29, N/2, SW/4, W/2 & NE/4
SE/4 Sec. 30.

T-18-S, R-27-E  Secs. I, 2,3; S/2, NE/4 Sec. 4. SE/4, SE/4
NE/4 Sec. 8; Sec. 9; N/2, SW/4 Sec. 10; N/2 Sec. 11; N/2 Sec.
12; NW/4 Sec. 15; N/2, SW/4, N/2 & SW/4 SE/4 Sec. 16; E/2,
NE/4 SW/4 Sec. 17.

T-18-S, R-28-E NW/4 Sec. 4; N/2 Sec. 5; Sec. 6.

SECTION 11

- .
i

R. W. Byram & Co.. - March, 2008

EUMONT GAS POOL
(YATES-SEVEN RIVERS-QUEEN)
Lea County, New Mexico

Order No. R-264, February 17, 1953, Establishing Pool, as Amended
by Order No. R-407, February 10, 1954; Order No. R-467, May 27,
1954; Order No. R-520, August 12, 1954; Order No. R-526, October
4, 1954; Order No. R-561, December 16, 1954: Order No. R-369,
January 13, 1955: Order No. R-606, March 16. 1955: Order No.
R-631, May 12, 1955; Order No. R-667, July 27, 1955; Order No.
R-690, October 13, 1955; Order No. R-691, October 13, 1955: Order
No. R-713, November 10, 1955; Order No. R-724, December 9, 1955;
Order No. R-738, January 9, 1956: Order No. R-763. March 14, 1956:
Order No. R-767, March 14, 1956: Order No. R-767-A  April 16, 1956;
Order No. R-800, May 16, 1956; Order No. R-853, August 10. 1956;
Order No. R-877, September 13. 1956; Order No. R-914, November
13, 1956; Order No. R-933, December 28, 1956; Order No. R-947,
January 30, 1957: Order No. R-958. March 8. 1957; Order No. R-986,
April 29, 1957: Order No. R-1017, June 28, 1957; Order No. R-1059,
September 30, 1957; Order No. R-1089, November 27, 1957; Order
No. R-1143,March 23, 1958; Order No. R-1160,April 22, 1958; Order
No. R-1210, June 26, 1958; Order No. R-1248, September 29, 1958:
Order No.R-1355, March 20, 1959; Order No. R-1372. April 21, 1959;
Order No. R-1397, May 18, 1959: Order No. R-1633, March 18, 1960;
OrderNo.R-1840, January 1, 1961 Order No. R-1878,March 1, 1961
Order No. R-1981, June 1, 1961; Order No. R-2139, January 1, 1962;
Order No. R-2221, May 1, 1962; Order No. R-2292, August 1, 1962;
Order No. R-2556, August 23, 1963: Order No. R-3030, February I,
1966: Order No. R-3631, January 1. 1969: Order No. R-4279, April
1, 1972; Order No. R-4423, November 1, 1972; Order No. R-4511,
May 1, 1973; Order No. R-5162, March 1, 1976: Order No. R-5511,
September 1, 1977; Order No. R-6033, July 1,1979: Order No. R-6169,
November 1, 1979; Order No. R-6274, March 1, 1980: Order No. R-
7763, January 1, 1985; Order No. R-7917, June 1, 1985: Order No.
R-8277, September 1, 1986; Order No. R-8561, January 1, 1988;
Order No. R-9484, April 8, 1991; Order No. R-10091, April 1, 1994,
Order No. R-10972, May 1, 1998; Order No. R-11183, June 1, 1999;
Order No. R-11243, October 1, 1999; Order No. R-11475, November
1, 2000; Order No. R-12387. July 1, 2005.

T-18-S, R-36-E
T-18-S, R-37-E
W/2 SW/4 Sec. 34.
T-19-S, R-36-E E/2 Sec. 1; SW/4 Sec. 3: N/2, SE/4 Sec. 10:

S/2 Sec. 11; Secs. 12, 13, 14; SE/4 Sec. 15; E/2, E/2 SW/4 Sec. 22;
Secs. 23 through 27: E/2 Sec. 33; Secs. 34, 35, 36.

T-19-S, R-37-E  W/2Sec. 3;Secs. 4through9: W/2. W/2 E/2 Sec.
10; W72 Sec. 15; Secs. 16 through 21; W/2, SE/4 Sec. 22; W/2 NW/4,
S/2 Sec. 26; Secs. 27 through 35; W/2 NW/4, SW/4 Sec. 36.

T-20-S, R-35-E  E/2 Sec. 13; E/2 Sec. 24; N/2 NE/4 Sec. 25.

T-20-S, R-36-E Secs. 1, 2, 3; E/2 E/2 Sec. 4; E/2 Sec. 9; Secs.
10 through 14; E/2 Sec. 15; SW/4 Sec. 17: SE/4 Sec. 18; S/2, NE/4
Sec. 19; Sec. 20: E/2 Sec. 22; Secs. 23 through 29; NE/4 Sec. 30;
Secs. 31 through 36.

T-20-S, R-37-E  Secs. 1 through 11;N/2,SW/4 Sec. 12: W/2 Sec.
13; Secs. 14 through 24; NW/4, S/2 Sec. 25; Secs. 26 through 36.

T-20-S, R-38-E SW/4 Sec. 6; Sec. 18; W/2 Sec. 19; Sec. 31.

T-21-S, R-35-E  Secs. 1, 2: Lots 1 through 16 Sec. 3; Lots 9
through 16 Sec. 4; E/2 Sec. 11; Secs. 12, 13, 24, 25.

_T-21-§, R-36-E  Secs. | through 24; N/2, SW/4, N/2 & SW/4

NE/4 Sec. 36.
SW/4 Sec. 28: S/2 Sec. 29: Secs. 31, 32, 33;

¢ e P Secs. 27 through 30; NE/4 Sec. 31; N/2, N/2 SE/4
EMPIR%&ENCNSYtLVQNIﬁ GAS POOL |, e L2 % Sec. 34: N/2 & SW/4 NW/4, NW/4
y County, New Mexico 5 ?
- 1§ 7,8; W72 Sec. 16; Secs. 17
Order No. R-391, November 23, 1953, Establishing Pool | EXHIBIT 11 NW/4. SE/4. SWia NE/4 S‘L‘?‘{%h
by Order No. R-7009. July 1, 1982; Order No. R-7048, {. 114, W/2 & SE/4 SW/4 Sec. 13.
1982; Order No. R-11203, July 1, 1999; Order No. R-1 - e '§ - 3:Sec. 5: E/2, E2 NW/4 Sec. 6:
ber 1, 1999; Order No. R-11286, December 1, 1995, j ( ' N/4

R-11323, March 1, 2000; Order No. R-11444, September 1, 2000;
Order No. R-11544, April 1,2001; Order No. R-11706, January
1,2002: Order No. R-11815, September 1, 2002.

T-17-S, R-28-E W72 Scc. 15; Scc. 16; E/2 Sec. 17: S/2, NW/4
Sec. 19: Sec. 20: W/2, SE/4 Sec. 21; Sec. 22; Sccs. 27 through 34,
T-18-S, R-28-E Sec. 3; N/2 Sec. 4: N/2 Sec. 5; N/2 Sec. 6.

-

—
v it

i) 9,10, SW/4 Sec. 14: E/2, NI2 NW/4
S 2 & SW/4 SWid Sec. 17.

Order No. R-6723, August 1, 1981, Contracting the Vertical Limits
to Delete the Lowermost 100 Feet of the Queen Formation Under the
Following Area:

T-20-S, R-37-E E/2 Sec. 24.

T-20-S, R-38-E S/2 SW/4, NW/4 SW/4 Sec. 18: W/2 Sec. 19.
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Initial Pilot and Full Field Development Capital & Economics

|orn000

@
®
& ‘oleo o o @ Example Pilot Area Cost Breakout
A
®
'A. A. A. .A A. ® @ ® Type Unit Cost ($m) Quantity Total Capital (Smm)
o @ N @ AO A. " & “ " ®|o © ® @ CTB / Injection Facility 1,500 1 1.5
®@ © © © @ © [ I @Q o O ® New Drill Injectors 400 7 2.8
A A A A A A A A n
® i o e ‘@‘. % o ) o O QA ® @ 8 Producer Deepenings 300 8 2.4
® @‘@. ..Ag .@..A : o Total 67
i A A" A A A
@ & o e @ p ) [ oe|®
A A" A A A A A F *
% ol o Fel0, o'y 8 @i@ o0 oo Full Field Development Cost
@ © 0 ® g. ® O & .A. o oW Type Quantity Unit Cost ($m) Total Cost (Smm)
A A A A A A-A_ & A Deepening 92 300 27.6
@:0 0 0 A@AOA@‘@ 0, 0°s,.9° New Drill 49 450 221
@ @ @ @ ° ® 0*@— ® © @ ® @ @ New Injector 157 400 62.8
@ @*6‘6‘; ‘@"@*;‘“@g ® Central Facilities 4 1,250 5.0
A A @A A @A A A A‘A Total 117.5
A @@A Py AOAOA'A.A@ ° * A d
) A | Forty Acres’ estimate at today’s service cost prices
2 ¢ OA@A%%G.A OA@A@A.AG =
. o0 "\ JEIEEE e *° o Full Field Development Economics**
& ™ o
© oA.A.A.‘@ j AQAQO
PR Eo o o .A @‘.A@‘@‘ oo o Total Revenue ~$700 mm
Yitas Producsr ® ) P ) .A °A @‘ K ) Total Capital ~$118 mm
Seven Rivers Producer ® -
e o e © ® Total LOE & Taxes $300 mm
Queen Producer [ 3 &
Plugged s . ‘9 @@ o © Total Cash Flow ~$282 mm
Injector
b L **Forty Acres’ estimate assuming $50/bbl WTI and $3/mmcf flat




West Eumont Area Spuds vs PxA Chart by Decade
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STATE OF NEW MEXICO O1l Conservation Divsion FORM C 108
ENERGY MINERALS AND NATURAL 1220 South St Francis Dr Reviscd June 10 2003
RESOURCES DCPARTMENT Sinta Fe New Meawo 8750%
PLICATION TOR AUTHORIZATION TO I T
{ PURPOSE \ Sceondan Recorvery Pressuie Maintenance Disposal Storage
Application qualifies for adninistrative approral? Yes No

1\

Vi

vil

*Vill

X
XI

Xn

X
X

OPERATOR Fons Acres Energs 1L C

ADDRLSS 11777 B Kary Freeway Suite 505> Houston TX 77079

CONTACT PARTY Hunley Song PHONF (812) 706 0057

WELL DATA Compluie the dati requuied on the 1everse side of this form for «ach well proposed for injection
Addittonal sheets my be attached tf necessary

1y this an e\pansion of an e\isting project? Yes X No
If yes give the Division order number authorizin, the project

Anach a map that identities all wells and leases within two miles of v proposed injection well with 1 one h ilf mile 1adius cucle
drawn around each proposed injecuion welt This circle identifics the well s arca of resview

Auach a tabultion of data on ali wells of public record within the arex of review which penetrate the proposed njection zone

Such data shall include a descripiion of each well s iype construcnion date diilled location duoth record of completon and a
schematic of any plugged well ilustraung il plug.ing derl

4

Anach daia on the proposed operauon including
e, |
Proposed average and manimum daily 11te and volume of fluids to be injevied
Whether the sy stem is open or clostd L e
Proposed average and masimum snjection pressurc
Sources nd an appropriate anah sis of injection Nuid and compatibility with the receiving formation if other than remnjeited
produced water 1nd
5 Ifinjection 1s for disposal purposes mto a zone not productive of o1l or gas at or within one mile of the proposed well attach a
chemical analysis of the disposal zone formation water (may be measured or inferred from enisting Iiterature studies nearby
wells etc)

LN

b td e

Attach appropriate geologic data on the mjection zone cluding appropniate nhiologic detal gcologic name thickness and
depth Give the geologic name and depth to botiom of all underground sources of drinking water (aquilers containing, waters with
tota! dissolved solids concenirations of 10 000 mg/! or less) overlving the proposed mjection zone 1s wuell as any such sources
known 1o be immediately underh iny, the injection interval

Describe. the proposed shmulation progrm f anv

Anach approprinte 'logyng and test data on the well (Il well logs have been filed with the Division they need not be resubmutted)

Attach 1 chemical analvais of frush water from two or more tresh water wells (if available and producing) within one mule of 1y
injection or disposal well showing location of wells and dates samples were taken

Applicants tor disposal wells must make an affirmative statement that they have examined available gealogic and engineering
dats and find no evidence of open fauls or any othui Iy drologic connection briween the disposal zone and any underground
sources of dnnking water

Applants must complete the  Proof of Notice section on the reverse side of this form

Cerutication | hereby cernify that the information submitted with this application 15 true and correct to the best of my hnowledpe
and behef

NAME _Hurley Sov\g ) e CEO

SIGNATURE A_Q %{ o DAl "’/"',/17,

F MAIL ADDRESS

1t the wnlormation required under Sections VI VIl X and XI 1bove his been previously submitted 1l need not be resubmitted
Please show the date and circumstances of the carhier submtial

DISTRIBUTION Origtnal and one cupr to Santn e with une copy to the appropit ite District Offic

————————— — o ma

— e em e e e e e




Side 2

1Il. WELL DATA

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

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

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

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

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

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

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

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

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

XIV. PROOF OF NOTICE

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

Where an application is subject to administrative approval, a proof of publication must be submitted. Such proof shall consist of a

copy of the legal advertisement which was published in the county in which the well is located. The contents of such advertisement
must include:

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

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

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

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

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

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




V. Exhibit Ashows 39 unique wells or 47total completions (including recompletes) within a % mile
radius of the proposed new drill injector locations and300 unique wells or 608 total completions
{(including recompletes) within a 2 mile radius, and all associated leases.

vi. Following Exhibit A, the tabulation of the wells with each well’s type, construction, date drifled,
location, depth, and completion dateof wells within a % mile radius are displayed in Exhibit B. The
plugged well wellbore diagrams are displayed in Exhibit C.

VII. Proposed Injection Operation

1. Average injection rate target will be ~350 bpd. Maximum injection rate will be 1,000 bpd. These

numbers are based off of typical injection rates in nearby Yates-Seven Rivers-Queen
waterfloods.

2. The system will be a closed system. The injection well will not be made available for commercial
disposal purposes.

3. Average injection pressure will be ~600 psi. Maximum injection pressure will be calculated
relative to the depth of the highest perforation, using a factor of 0.2 psi/ft. The proposed
injector will have perforation depths of approximately 3,800’ (or 760 psi maximum injection
pressure). Pending results of a step rate test, the maximum injection pressure could potentially
be increased to a factor of 0.6 psi/ft (or 2,280 psi at 3,800').

4. The water source will be produced water from a combination of the Rice SWD system and
several potential unit wells if additional supply is needed. The source water will be

predominately Grayburg and San Andres formation water which will be treated with 35-50 ppm
scale inhibitor.

5. Injection will be into the Yates-Seven Rivers-Queen formation, which is immediately productive
in the area.

VIIl.  The proposed waterflood will be injecting into the Yates-Seven Rivers-Queen reservoir. The
portion that will be injected consists mainly of sandstones interbedded with dolomites and anhydrites.

The reservoir quality rocks have porosities ranging from 10% to 20% and averages around 16%.
Formation Tops in the GM State pilot area are:

Formation Offset Top Contents

(GM State 2)
Alluvium GL Fresh Water
Rustler 1611 Anhydrite
Salado (top of salt) 1808 Salt
Tansil {base of salt) : 3098 Gas, Oil, & Water
Yates 3288 Gas, Oil, & Water
Seven Rivers 3689 Gas, Oil, & Water
Y-SR-Q Injection Interval 3300-4100 | Gas, Qil, & Water
Queen A1 Ges, O & Water
Grayburg 4317 Ges, Qii, & Wieter




IX. The new drill injector will be acidized with 3,000 gal 15% HCI for each set of perforations. Acid
in the Yates-Seven Rivers-Queen formation is known to break down the perfs and cause injection at

lower pressures vs perforating alone. The new drill injectors will not be sand frac’d so there will be
better vertical conformance.

XL According to records from the Office of the State Engineer {Exhibit D-1 through D-4) there are 4
water wells within the 2 mile radius around the proposed location WEU 2AA-W, 4 within 2 mile radius of
location WEU 2BB-W, 3 within a 2 mile radius of location WEU 2GG-W, and 3 within a 2 mile radius of
location WEU 2HH-W. There are no water wells within the % mile radius. The closest water well to
locationsWEU 2AA-W,WEU 2BB-W,WEU 2GG-W, the L-02540, is 0.8, 0.8, and 1 miles away respectively.
The L-02540 is247’ (md) deep, was plugged in 1954, and was considered a “shallow” water supply. Well
record indicates it may have been a dry hole. The closest water well to WEU 2HH-W, the CP-00602, is
0.9 miles away, 300’ {md) deep, and considered a “shallow” water supply. So, no existing underground
drinking water sources are above or below the Yates-Seven Rivers-Queen reservoir within a half mile
radius. In the Fopeano area (Exhibits D-5 through D-7), there are 3 combined water wells within the 2
mile radius around the proposed locations, but there are none within the % mile radius. The closest
water well, the CP-00602, is 1.33 miles away, 300’ (md) deep, and considered a “shallow” water supply.

So, no existing underground drinking water sources are above or below the Yates-Seven Rivers-Queen
reservoir within a mile radius.

WELL DATA

A. The tabular location data for the proposed new drill injectors is provided in Exhibit B. The
proposed wellbore diagrams with downhole configurations is provided in Exhibit E.

B. The injectors will all be brand new drills and cased and perforated in the injection intervals. The
injection intervals, depending on the area, will be as in the table ins section VIii above.
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3002503389/ _  30025033490000 OXY USA W T _UwwwrEncToTRoes | 550 ' ALUGOR § 1IAsse | _11A0A954 ns G osSE G 1 990 FuA. 652 A,
3002501290] _  30025G33500000 SHELL OLL COMPANY ENDURASTATE L 2 ws! on YotesSeven Rivers-Quben | 1172071937 | 1/12/1938 a1 M 1 330 FEL PO FSL
| 3007503350] _ sa0so. CTANION 01t & GAS STATEL 2 My oad YatesSeven Rivers-Queen /31983 2/5/19%8 as C R womsom__ | nsoun
30025083%1] _ 30023033910000 CITATION OnL & GAS CORPORATION STATELD el om Vates Seven Rivers-Gueen V94 | §nNB4 s ) WmLeora
3002503391 CTANGN Q83 STATEL S 1508 GAS S Rivers-Queeh 2/28/3004 £/23/2004 as L | 1880 /R §80 It :
| 3007503892 30023033920000 | CITATION OTL & GAS CORPORATION STATEL & wst o YatesSeven Rivers-Quieen i) L1954 as ;o ome - 1 ISIORLISIOFR |
CTATION 08G coR? STATEC4 T ims|_on | vaesSeventhansQueen | /e ] a5 | s [l 1sommm |
. OTATION OX & GAS CORFORA FON STATE (4 3 GAS Tutes-Seven Rivere-Queen IV | VYR0r | ns 1 e '] 1980 FE] 1380 KL
30023039931 30023033930000 | GTATION OIL & GAS CORPORATION STATELZA Be| o Yates-Seven Riverv-Cunen Uen9s NN s ;s 1 950 FEL 330 PR
30075CI894|  30UI3Q3INCO00 CITATION 00 & GAS CORPORATION STATEM 347! n | YetrsSeven Riers-Queen sy | ssae? ns ! ows 1 650 FEL 1830 L
3002303394 30023033940001 OTATEN GG CORP STATE W' ) 1 ar Yates-Seven Aivers-Goeen 12/1881 | A/201981 215 1 = 1 S5 FRL 1380 AR
00201396 .. 002 CTATION O&0 CORP STATE ™2 ey oR 12/2/1981 P I s ISE 1 S50 ML 1580 R
3007503395 30025033930000 CITATION ORL & GAS CORPORATION STATEM 4 s o Yates-Seven Kivers-Quaen 2831 Ay 1 a1s 356 1 660 FEL A0 FNL
TTATION 0&J CORF STATEM & ___| us el L Qu 12221852 | a2mN1953 | Pl 3L 1 S50 FEL 4420 AR
OTATION OfL & GAS CORPORATION STATEM S W0i__oa a3 e 1 1830 FEL 300 F5L
3000501397|  30025034970000 W3 CXL & GAS OPERATING LLC NECCO W 2 PO on s e 2 1070 20 FRL
| I 300250AI$ 70001 LEGACY 2E3LRVEY OPER MDD W2 Moo+ an ] ns t asr 2 230 AL 2970 FRL
3003503338 " "30025033980000 | WSOU & GAS OPERATING UC T MEXCO W3 my{ on Nns . st 2 INFAL NN FR
3002503398! 0023035920001 ' LEGALY AISERVES OPER McD W' 3 1 on aus 1o 2 330 F8 1173 £
3002303399| _ 30033033990000 OHEVRGN U § A INCORPORATED MDICO W' 4 3962 | MUGOR, _ns i 2 | oo
AEOCO W o ™7 1_oay s | oas F] €60 FEL 1300 A0
MEXCO W3 0 ! RUGOL ans |t 2 2910 L 1650 FSL
MEXD WS @0l o s i xSE 2 2810 FRL 1630 FRL.
GM STATE | a3 ot s I8¢ 2 GEOFEL IS0 FNL |
STATE AX 1 W0, on s 8¢ [) SOFELSTARNL |
STATE AX 2 1940 | muGOon ns 3sE 3 330 FLATMAG
STATE AX 3 0 ok s s | 3 330 AR 4214 AL
STATE Ax 3 w3 | AUGa 23 C ] LE30FEL 2097 FNL
STATE AX & 332 | AUGGAS s BE T 3 1650 FEL 4214 FNL
EUMONT __[mm0: pav ns [T 30FEL2NOFR
ATUNTICSTATE 1 3070 | PLUGOR _ns 35€ 3 DM RBM | GM StAres
WALSOM-STATE B 1 s on s B 3 10PN 30| GM R Area
WRLSON-STATT 8 2 308 | RuGon ans C 1820 FWA 150 R] GM StAres
WALSON-STATE € § ms | RuGoL s »e ;3 66D FW, 1500 FRL GM 5t Ares
sTATEC1 30| _OAY_ | 2y 35€ L 3 330 FEL 68D FR OM ftAres
3002583412 3007304120000 | MONROE BRAGLEY DBA 81G AL OfL STATE 334 1 ¥ o ns B 3 €50 FEL 6600, M RAres
3002503413 300250341 30000 MONROE BRADLEY D5A BG AL OKL STATE 33 2 Co Y s SE ) 1650 FEL 330 FNL G 5t Ares
3002501413 300250341 30008 ACINROF DBA 81G AL O STATE RS2 1958 [-.3 s 235 3 1650 F0L A0 AL GM 5t Area
3000303414 30025034140000 MONROE BRADLEY DBA 81G AL OIL STATE 3343 Wil o 213 3SE 3 30MLINOAL | miiee | IOAMIED [ GMSNAws |
[3002503413| _socxsonaisooco | SUPERIOR OtL COMPANY THE STATE 3344 2360 | MLUGOU ns 35E s 2650 FEL 1573 FNL GN R Ares
3002503440;  _ BO025034400000 AMERADA HESS CORP i WHMEROUANT § 70| _ony us ase 10 S50 FEL 1900 FR, ! M St Aree
3007503443 3002504410000 MARVARD MTROLEUM CO UL ; WRSON-STATE 1 394 Gas s 35¢ 1 330 FIL 680 AL A0 M ft Area
3002303443 3002503442000 ___| MARVARD PETROLEUM €O LG i WRSON-STATE 2 00| on ns st n 1G0FEL G0 A 2498850 103334370 O B Ares
ITISOIAY 5344 30000 HMARVARD PETROLEUM €O LLC s WALSON-STATE 3 mo| on ns 35E 1 1980 FEL 1650 FL 52436150 +103.335650 GM 8 Aves
3002503443 SO02S0344 90002 HARVARD PET CD LC WALSON STATE 3 0 oR ns nr 11 1480 SR 2690 R 224968190 RV GM St Ares
3002303444 WALSON-STATE & ) on us 13 1 930 FEL 231080 DAMO . G St Area
3007503448 STATE 121 WS |_oks ns st 1 660 FIL 1930 FSL nANSO A0IENIO | GMBAes |
| soazsaness R SIATE 1752 3994 | _ DAY s st 1 1650 FEL 2910 FRL 12450 +100.3MS50 GM 52 Arua
300250344 STATE WEA 2 mo|__osc s 35 12 1530 FAWL 650 FNL AN 103812800 G St Ares
| 3002503448 ) STATE WEA S 3930 | PLUGOIL ns 358 12 990 PAAL 660 FNL 32430850 | 100836010 | CMSftAes |




White, LW A #1

660’ FNL, 1980 FEL, Sec 2B KB 3565.5"(137)
T21S, R3SE Lea Co., NM API #30 025 25380
Eumont Field completion Date: 2/77 NM ID

8 5/8” 24# @ 312’ w/ 165sx. Circ.

25sx 301’ - surface

Perf/squeeze 60 sx @ 362’ —-301"

3 Cut pipe at 1810’ — could not pull loose
= ] Spot 70 sx 1810’- 1603’
o— i
£
d y s Stimulation
i 1 79 2/77: 3642-3795" 4000 gal acid. 40000 gal wir, 23000# sd
— . e
=
-
>
w
Cement plug 3600° - 3203’
CIBP @ 3600°
‘\-. ' ‘

iy 7 Rivers:
§ 3431-3570". 3642-3795°

4 '2711.5%,J-55 @ 4017 w/ 700sx, TOC ?°
7 7/8” hole

LA U S <=




Lea State 407 #6

990’ FNL. 990’ FWL, Sec 2
T21S, R35E Lea Co., NM

canioiie |

API #30 025 24826

8-5/8” 24# (@ 345’ w/ 200 sx cmt circ
to surface

Cut pipe at 406’ — could not pull loose
Spot 40 sx 450’ — surface

Cut pipe at 2026’ - could not pull loose
Spot 25 sx 2075’ - 1925’

Cement plug 3350’ - 3125’
CIBP @ 3350’

Perfs: 3374’ -3977°

5-1/2'15.5# @ 4000° w/ 275 sx




g » o ki
LW White #2
660" FNL, 1980° FWL, Sec 2
T218, R35E Lea Co.,NM APIL# 30 025 24786

9-5/8” csg @ 336’ w/ 200 sx cmt circ
to surface

Set 5-1/2” cement retainer @
1760’

Pumped 120 sx and circulated out
surface casing.

Filled Production Casing to
surface

Cement plug 3862°- 3827’
CIBP @ 3862’

Perfs: 3912°-3960

5-1/2 @ 4000° w/ 165 sx cement




B < - R - S - '
o e <SPt v . o - - ™ e . . B A ]
13

Warrior State #2

*FNL, ’ FEL, Sec 2 KB’
T21S, R35E Lea Co., NM API #30 025 24164
Eumont I"ield completion Date: 1/30/70 NM ID 1159165

BE B Status: Plugged

L_, (A5 8-5/8” csg @ 314’ w/ cmt circ to surface
’?'.i B -
Rad Tt

b AESER N A
(i M LA Ve el 2]

) 5
t
TR O R 5,

]

Perf @ 400’ and circ cement to surface

ENEETRTH | S ssemt @ 1550

. s (—.; M‘t"‘ bk ¢ V‘f;"'ﬂ :
TOC approx : 2200’ fn‘;f‘?xf:;a&: , 25 sxs cmt @ 2391°

CIBP: 3558’ w/ 25 sxs cmt

7 Rivers Queen Perfs: 3806’ - 3962’

BTz

5-1/2” csg @ 4002° w/ 275 sxs cmt

\?



e

Warrior State #1

3226’ FNL, 1980’ FEL, Sec 2J KB 3590°
T21S, R35E Lea Co..NM API # 30025 23943
Eumont Ficld completion Date: 3/72 NM ID 1159006 B1327

8 5/8”, 20#, H-40 @ 347" w/ 300sx
CIL.C. Circulated (12 4™ hole)

Cement plug 60’ —3”

Perf at 497°
Sqz 75 sx —tag @ 245’

Pump 75 sx @ 1782 - WOC tag @ 1492’

50 sx on top of CIBP @ 3719’
TOC @ 3199

7 Rivers Perfs:

3766,69. 71,3808, 11,13.21.23,91,92,94, 95, 3905, 15"
Repert’d: 3707, 14, 32, 86, 88. 3840, 71, 75, 3923, 26, 30
Repert™d: 3630-3930" w/ 138 holes

Current

427 9.5#, 1-55 (@) 3980 w/ 275 sx.
7112017 y IR o ST

e TOC Cale 3100 (7 7/8™ hole)

\0\




LW White NCT B Tract #5

660’ FSL, 660’ FWL, Sec 35
T20S, R36E Lea Co., NM

AP1 #30025 04412

9-5/8" 32.3# csg @ 300’ w/ 100 sx cmt
circ to surface

10 sx from 51’ — surface

Perforate at 330’ and set cement
retainer at 280°. Circulated
cement to surface

20 sx from 1670’ - 1567’

8 sx 3125°- 3084’
CIBP @ 3125’

Perfs: 3175’ -3760°

7" 20# csg @ 3775’ w/ 475 sx cement




White, LW #1

660" FSL. 660" FEL, Sec 34P
T20S, R36E Lea Co., NM
Eumont Field completion Date: 7/6/54

80 sx cmt 1400 to 960°
Tag 902’

Oil zone cum:
11891 bo to 1/80

Gas zone cum: | ,f.;.

742 mmcf to 1/63

35 sx emt 3464 to 3364° o
Tag 3237 =
Current
10/2013 B

KB 3576° (07)
API #30 025 04393
NM ID 1150066

Status: P&A 10/13

95/8” # @ 342 w/ 300 sx. Circ.

Perf 402’ sqz 120 sx, circ. To surf.

Tested possible water supply zone
See report below

Stimulation:

7/54: 3000 gal acid, 15000 gal oil, 225004 sd
3588-3632",3644-68", 1000 gal acid, 10000 gal oil, 100004 sd
10/60: TA'd

9/73: returned to prod on pumping, unit (gas & oil zones)

7/80: 1500 gal acid

4/06: tbg & rod fish top 3490°

Set CIBP @ 3488 Top w/ 20" cmt. Perform csg MIT to

5504, 30 min - OK. Witnessed by Buddy Hill - NMOCD.

5/06: Perf & test water supply zone, 1002-14, 1030-42, 1076-88"
Pump 500 gal 15% NEFI: HCL. broke @ 750#, pump 8004, 1 bpm.
Displace w/ 26 bbls 9.5# brine. ISIP 4004, F1. 300", Final swab runs:
200 bwpd rate w/ IFl. @ 700"

| — CIBP @ 3488+ 20" cmt

7 Rivers:
3588-3632°. 3644-68"
3774-3812°.3824-60", 3876-3914°

7 #,J-55 @ 3935° w/ 800 sx, TOC 423’

,)/\
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Mexico W #4

3300’ FNL, 660’ FEL, Sec 2 KB: 8§’
T21S,R35E Lea Co., NM API1 #30025 03399
Eumont Ficld completion Date: 1/30/70

I ¢ 8-5/8” csg @ 326’ w/ cmt circ to surface
- 15 sx from 30’ — surface
L4 Pt
80 sx from 376’ - WOC tag @ 90’

40 sx from 1657’ - 1557’ - WOC

— B tag @ 1546’
‘ ‘ - 1 45sx 3275’ - 2841’ - WOC tag
- CIBP @ 3275°

Yates 7 Rivers Queen Perfs: 3364’ — 3898’

i | 5-1727 csg @ 3907 w/ TOC @ 2,338"
L4 PRTD: 3900" & v




OXY USAinc.- Current
L.W. White NCT B8 Tr B #2
APl No. 30-025-03389

88 1x @ 452’ tosurface B

30 sx 1518’ to 1318° WOC-tag

30 sx @ 2874" to 2632’ WOC-tag

30 x @ 3133° to 2882° WOC-tag

CIBP @ 3650 w/ 25 sx to 3450°

0y

¥

!

12-1/4" hols @ 388"
9-5/8" csg @ 308
w/ 3008x-TOC-Sur-Circ

8-3/4" hole @ 3850’
7" ¢csg @ 3699
w/ 1610sx-TOC-Sur-Circ

OH @ 3699-3850'

TD-3850 b




Ida A White #2

APL#30 02504418
Eumont Field

10-3/4” @ 323".

Hole in 7 @ 423’

BOC @ 1638

TOC @ 1642

Fish in hole @ 2077’

77 @ 3899, TOC @ 2510’

Perfs: 3613’ - 3880°




R
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.

Bay Federal #3

API # 30 025 04408
Eumont Field

Cement plug:
0’-60’

Cement plug: 7%
237 - 470° H

Cement plug:
1514’- 1680’

CIBP @ 3040’
30 sx, TOC @ 2800

CIBP @ 3800’
w/ 35’ cement

8-5/8" 28# (@ 351’ w/ 225 sx. Circ.

5" 14# @ 4070 w/ 300 sx
through show, 100 x through DV
tool @ 1461°. TOC @ 699’

Perfs: 3087-3407

Perfs: 3855-3969°

14




OXY USA Inc. - Sapagsd
LW. White NCT-B Tr A 83
APl No. 30-025-04410

150sx @ 373'Surface 12-114" hole @ 323"
9-5/8" csg @ 323
w/ 27588x-TOC-Surt-Circ
" Perf @ 373"
7
403x @ _3308.4980 WOC-Tag
1281~ 14ys2 ' Perf @ 1400’
258x G-EFE0-2660-WOC-Fag ki i/
Ct Mea b
2SR .
§56x §-3360-2056-WOC-Tag : /
8-3/4* hole & 3850'
e 7" csg @ 3710
CIBP © 3680 w! 35ax (/ w/ 2200sx-TOC-Surt-Cale
To @ 4S5t ;

OH @ 3710-3850'

TD-3850'
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Fopeano, L.C. Federal 2 #5

API # 30 025 04349
660 FSI. & 1650 FEL

Eumont Field

Cement plug:
1329’

10-3/4” 40# @ 176’ w/ 100 sx. Circ.

7-5/8” 26# @ 1301’ w/ 400 sx. Circ.

—_—/_\_

Cement plug:
1800’

Cement plug:
2900’

Cement plug:
3620’

5 ¥2” 17# cut and pulled at 1277’

5" L 7# @ 3727 w/ 150 sx

Perfs:

3730-74°

TD 3727
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Federal D #7

1980° FSL, 1980 FWL, Sec 26K KB 3584° (11.6°)
T20S, R36E Lea Co., NM API # 30 025 04341
Eumont Field completion Date: 3/17/55 NM ID 1150027

Squeeze 110 sks
at 375’ and circ
to surface

8 5/8” @ 302" w/ 200 sx. Circ.

Cmt 1300’ to 1547’

Cmt 1728’ to 1975’

Cmt 2598’ to 2845 |

5" @ 3705 w/ 800 sx,
B8 +1 DVtool @ 1915°. Stg2 600 sx, TOC 1356’ (TS)
Queen perfs: 3722-26,29-37. 4042’

Cmt 3555 to 4020’ S i Queen Open Hole: 3705 — 3895’

. Penrose, Grayburg, San Andres to 4520’
: SA perfs: 410618

i SA perfs: 1262-4376
Current _ — ’
2/11/2003 o o 47 liner 3605 — 4520 w/ 355 sx cl.H.

TOC 4190 by CBI. ﬁ




1€ L-U4544, Is U.8 miles away, 24/ (ma) aeep, was plugged in 1954, and was consiaereda a “shallow” water supply. wvel

2cord indicates it may have been a dry hole. So, no existing underground drinking water sources are above or below th-
ates-Seven Rivers-Queen reservoir within a half mile radius.

Exhibit D-1. Water wells within 2 mile radius of location

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

(R=POD has baen replatec
and no longer servesthisfib, (quarters are 1=NW 2=NE 3=8W I=SE)
) . acre ft per annum) ] Czthe fleis closed) (quartersare smalesito largesh) (NACE3 UTM In meters)

- Sub - S oo T - LR eqq . L
WR File Nbr basin Uss Diversion Ovmer : County POD Number CodeGrant . - Sowce 64164 Sec Tws Rny X Y. [Distance
L 02%40 L PRJ 0 AMARADA PETROLEWM CCRP LE L 02540 342 U 208 36 656191 3300458'@ 1294
L 02552 L PRD 0 AMARADA PERTROLEUM LE L02552 Shaflow 42 34 205 36E 656292 3500567'@ 1377

COMPANY
£0_25§j L PRD 0 AMERADA PETROLEW LE L 02584 Shalow 4 41 26 208 36E 657173 3302082'@ 2978

CORPORATION

P e tee e v mm e e rmrr = e s e oy e e e e ae Sm e e emE S e me i ww @ e e e b R Shi hm b L AL es e e e e me e A e e e WU ML e e wd e te

Receord Count. 3
POD Search:
PQOD Basin: Lea Courty

UTMNADS3 Radius Search (in meters):
Easting (X). 656461 Northing (¥): 3399°80.3% Raxdius: 3218.6

.Sorted g!:Disl'dwe

R

New Mexico Office of the State Engineer

Active & |Inactive Points of Diversion
_ (with Ownership Information)

(R=POD has bsen reslaced
anrd nn rngar servasthis fik, (Quarters are 1=NW 2=NE 3=SW ¢=5E)
(acre ft per annum) C=the fie is cicsed) (quarters are smallestto largesh (NADSJ UTM in meters)
R File Nbr bash Uss Diversion Owner -, County PODNumber. - - - CodeGrant -~ . .- .Sourcs. 64164 Sec Tus Rng . X .Y . .Distance
CP 00602 CP PO_ 3 THE MERCHAN™ LIVESTO QX LE CP (0602 °0D1 Shaollow 0t 213 36E 867711 3507073'@ 1742
CONPANY -

Record Ceunt: 1

POD Gearch:
SN POD Basin: Capitan

UTMRADS) Radius Search (in meters):




1€ L-UZd4U, IS U.3 miles away, £4/ (md) deep, was plugged In 1954, and was consiaered a "shallow"” water supply. wel
2cord indicates it may have been a dry hole. So, no existing underground drinking water sources are above or below th.

ates-Seven Rivers-Queen reservoir within a half mile radius.
Exhibit D-2. Water wells within 2 mile radius of location

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

(R=POD hss been replsced
and no longer serresthis file, {(quarters are 1=NY¥ 2=NE 3=SW 4=8E)
(am fpe am"m) Cthe fRe Is closa!) (quarters ar2 smalestto Iargeso (NA083 UTH In metars)
. S Sub . P o : ‘aq4q : o
WR FlleNbr ‘basin Use OIverslon Oulu' o : Camty POD Number ™~ - COdaGrant "-Source 84164 Sec Twsﬂna ’ x ' ',',Y Distance
L 325640 L PRO 0 AMARADA PETROLEUM CORP  LE L 02543 342 34 208 36E BE6101 35056 &g 179
{19567 I PRO N AMARANA PFRTROI FLIM IE | N%A) Shallw 4 2 34 R 3RF AEAI97  RANVEAT* £ 171
COMPANY
L J2584 L PRO 0 AMERADA PETROLEUM LE L0284 Shallow 4 4 1 26 208 36E 857173 3602032'@} 38
OORPORATBON
Recerd Cowunt: 3
POD Search:
POD Basin: Lea County
UTMNADSJ Radius Search (in meters):
Easting (X} 6560827 Northing (Y): 359918 .49 Radius: 32186

Sorted by: Distance

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

{R~PJD has been replaced
and ro longer servesthisfile, (quarters are 1=NW 2=NE 3=6W 4=SE)
B _ (acre ft per annLmd _ ] ) C=tha fla s tlnsaY) _ (marars are mlaﬂinhmnﬂ) (NADB3 UTM nnﬂus)

- .- Sub .. e T . . S 999" e o
WR Flle Nbr basin Use. Diverdon Owner . ' County POD Numbar Codo Gramt. - " Source 64161 Sec tmm " X, . Y Distance
CP 006C2 CP POL 3 THE MERCHANT uvssmcx LE CP 00502 POD1 Shaliow 01 215 3% 657711 3591976'@ 2025

COMPANY I

POD Search:
POD Basin: Capitan

oY

UTMNADE3 Radius Search (in meters):
Easting (X). 6£6082.7 Northing (Y): 353918143 Radius: 3218.6




1€ L-UZ54U, IS 1 mile away, 24/ (ma) aeep, was plugged in 1954, ana was consiaerea a "snaliow” water supply. well

2cord indicates it may have been a dry hole. So, no existing underground drinking water sources are above or below th-
ates-Seven Rivers-Queen reservoir within a half mile radius.

Exhibit D-3. Water wells within 2 mile radius of location

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

(R=POD has been replaced
and no longer servesthisfile, (quarters are 1=NW 2=NE 3=8W 4=5E)
(acre ft per annum) C=the fie is closed) ~ (quarters are smallestto larges) (NADS3 UTM In meters)
WR Flie Nbr hasin Use Diversion Cwner - . .1 . Coimty POD Number . - Code Grant' _ - Source 64164 Sec Tws Rng X . . Y _ Distence
L 02540 L PRO 0 AMARADA PETROLEUM CORP LE L 02540 342 34 205 36E 656191 300456'@ 1627
L 02552 L PRO 0 AMARADA PERTROLEUM LE L D2552 Shallow 4 2 34 20S 36E 656292 3800557'@ 1737
COMPANY —
Record Count: 2
POD Search:
POD Basin: Lea Courty
UTMNADS3 Radius Search (in meters):
Easting (X): 656076.67 Northing (Y): 3598832.79 Radius: 3218.6

Sorted by: Distance

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

(R=PCD has been replacec
and no longe: servesthisfib, (quarters are 1=N'A¥ 2=NE 3=SW 4=8§)
(acre ft per amum) C=tha fle is dosed) (quarters are smalesttolargest (NADS3 U™M in meters)
. sun . S T ' qq4q : . '
WR Flle Hbr ‘basin Usa Diversion Ownar ~. County POD Numbe: CodeGrant ' . .Source 64164 Sec Tws Rng b Y . Distance
CP 00602 CP PD. 3 THE MERCHANT UVESTOCK LE CP 00602 POD! Stratlsw 0t 21S 35E 57 11 3597873'@ 1845
COMPANY

Record Count. 1
POD Searcnh:
o> POD Basin: Capitan
UTMNADBI Radius Search (in meters):
Easting (X): 656076.67 Northing (Y): 3598332.79 Radius: 32186




1e LP-UUbUL, IS U.Y miles away, 3UU (ma) deep, and considered a “shallow” water supply. S0, N0 existing unaergrouna
rinking water sources are above or below the Yates-Seven Rivers-Queen reservoir within a half mile radius.

Exhibit D-4. Water wells within 2 mile radius of location

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

(R=POD has been replaced
and no longer serves thisfile, (quarters are 1=NW 2=NE 3=6W 4=SE)
(acreftper amum) C=the fle is closeu) (quarters are smallestto Iarueso (NADS3 UTH in meters)

- Sub TR R S TTE o L
WVR Fila Nbr basin Use Dhmdon Owna .- - County POD Number - .'Code Gramt " '_ - Source 64164 Sec Tws Rng "X - Y  Distance
CP 00802 CP PDL 3 THE MERCHANT UVESTOCK LE CP 00602 POD1 Shaltow 01 218 3%  BSIT11  IBATHE 1482

COMPANY -

Record Count. 1

POD Search:

POD Basin: Capitan
UTMNADS3 Radlus Search (in meters):

Easting (X): 656473.92 Northing (Y): 3598793.66 Radius: 3218.6
Sorted by: Oistance

New Mexico Office of the State Engineer
Active & Inactive Points of Diversion

(with Owmership Information)

{R=POD has been replaced
and no bnger servesthisfile, (quarters are 1=NW 2=NE 3=SW 4=8E)
(acrenpe' amum) ., Cthefleisciosed) (quartersare smallestto larges) (NA083 um In meters)
. Sl sub Ch e IR e . q44q. . o T
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U.b miles away, 4UU (ma) aeep, was pluggea In 1954, and was considered a “shallow” water supply. >0, NO existing
nderground drinking water sources are above or below the Yates-Seven Rivers-Queen reservoir within a half mile

idius.
Exhibit D-5. Water wells within 2 mile radius of location
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U.b miles away, U (ma) adeep, ana considered a “snhallow water supply. >0, nO existing unaergrouna arinking water
burces are above or below the Yates-Seven Rivers-Queen reservoir within a half mile radius.

Exhibit D-6. Water wells within 2 mile radius of location
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U.b miles away, U (ma) aeep, and consiaerea a "shallow™ water supply. S0, NO existing undergrouna arinking water
surces are above or below the Yates-Seven Rivers-Queen reservoir within a half mile radius.

Exhibit D-7. Water wells within 2 mile radius of location

New Mexico Office of the State Engineer

Active & Inactive Points of Diversion
(with Ownership Information)

(R=POMN hashaa1 mplacad
and no longer corv os this flle, (quarters cre 1=NW 2=NE 3=3W {=3E)

(acre fiper annuny _ C=the fe Is ¢loSEd) (quarters are smellestto lasgesh  (NADS3U™M In meters)
R ile Nbr besin - Use Diversion Ovmner 0 County POD Number . © " Code Grent - Source 64164 Sec Tws Rng "~ X Y - Distan:
12552 L PRC 0 AMARADA PERTROLEUV LE L2552 Shallow 4 2 4 205 3EE 656292 3600357*gp 10
COMPANY
12540 L PRC 0 AMARADA PCTROLOUM CGR™  LC L 32540 242 4 200 JEC 656191 Jsooqss-@ 11
12534 L PRC 0 AMERADA PETROLEUN LE LJ2584 Shallow 4 4 1 26 20S 3€¢E 857173 32)82'@ 17
CORPORATION -
11134 L Dow 3 JIM COOFER LE Lined 3haftow 2 2 2 36 208 3€E 657372 szasa‘@ 24
13229 L MON 0 STRAUB CCRPCRATION LE L13229 PCD4 433 0 208 37E 660167 360" 40855 29
12630 L MON 0 PLAINS MARKETING LP LE L 12330 PCD! 41 1 208 37E 860273 xooasa{g& 29
1179 I MDN N SO.JTHSRN UNIDN GA3 IF 1 1229aPCNR 243 N M8 AF ARNTM :&n-am@ 7
SERVICES - -
LE L13229 PCD! 343 0 205 37E 860103 320" 408i5 29
IE 1179 PCN? 243 N MR AF RROTY am'ur@ v}
L L1SZMPCLS 343 U WS I GBUNS RUABED M
12630 L MON 0 PLAINS MARKETING LP LE L 12530 PCD2 23 31 208 37E 660383  3£00150:55p 30
FETR) L Cow 1.4 HUMBL= OIL & FEFINING CO. Lt L J5343 441 =1 US e 65UL3 uwum'@ )|
Record Count 12
POD Search:
POD Basin: Lea Courty
- UTMNADS3 Radius S earch (in meters):

Easting (X): 657302.71 Northing (Y): 3600371.22 Radius: 32186




DownHole SAT Rx
SURFACE WATER CHEMISTRY INPUT

Forty Acres GM State #2
8-31-16

Report Date: 09-14-2016  Sampled: 09-14-2016

at 2116
CATIONS ANIONS
Calcium (as Ca) 609.00 Chloride (as Cl) 17600
Magnesium (as Mg) 120.00 Sulfate (as SO4) 774.00
Barium (as Ba) 0.00 Bromine (as Br) 92.00
Strontium (as Sr) 31.00 Dissolved CO5 (as COp) 0.00
Sodium (as Na) 10276 Bicarbonate (as HCO3) 24.00
Potassium (as K) 414.00 Carbonate (as CO3) 0.00
Iron (as Fe) 182.00 Silica (as SiOp) 0.00
Manganese (as Mn) 6.90 Phosphate(as PO4) , 0.00
HoS (as HyS) 16.00
PARAMETERS
Calculated T.D.S. 29991
Molar Conductivity 41407
Resistivity 24.15
Sp.Gr.(g/mL) 1.02
pH 7.00

FRENCH CREEK SOFTWARE, INC,
1220 VALLEY FORGE ROAD, BUILDING 21, VALLEY FORGE, PA 19460

K4



DownHole SAT Rx

SURFACE WATER
DEPOSITION POTENTIAL INDICATORS

Crock }
|
\_Softwmre i

Forty Acres GM State #2
8-31-16

Report Date: 09-14-2016  Sampled: 09-14-2016

at 2116

SATURATION LEVEL FREE ION MOMENTARY EXCESS (ppm)
Calcite (CaCO3) 0.0919 Calcite (CaCO3) -0.463
Aragonite (CaCO3) 0.0800 Aragonite (CaCO3) -0.538
Witherite (BaCO3) 0.00 Witherite (BaCO3) -47.28
Strontianite (SrCO3) 0.0152 Strontianite (SrCO3) -4.13
Calcium oxalate (CaCy04) 0.00 Calcium oxalate (CaC204) -0.260
Magnesite (MgCO3) 0.0155 Magnesite (MgCO3) -2.49
Anhydrite (CaSO4) 0.0993 Anhydrite (CaSOg4) -2609
Gypsum (CaSO4*2H50) 0.159 Gypsum (CaS04*2H;0) -2029
Barite (BaSO4) 0.00 Barite (BaSOg4) -0.101
Celestite (5rSO4) 0.387 Celestite (5rSO4) -90.06
Fluorite (CaFy) 0.00 Fluorite (CaF7) -29.84
Calcium phosphate 0.00 Calcium phosphate >-0.001
Hydroxyapatite 0.00 Hydroxyapatite -924.90
Silica (SiO5) 0.00 Silica (Si0y) -115.31
Brucite (Mg(OH)7) < 0.001 Brucite (Mg(OH)3) 0.00841
Magnesium silicate 0.00 Magnesium silicate -293.28
Iron hydroxide (Fe(OH)3) < 0.001 Iron hydroxide (Fe(OH)3) < 0.001
Strengite (FePO4*2H70) 0.00 Strengite (FePO4*2H;0) >-0.001
Siderite (FeCO3) 44.60 Siderite (FeCO3) 0.0530
Halite (NaCl) 0.00266 Halite (NaCl) -503406
Thenardite (Na2SOg4) < 0.001 Thenardite (Na2S04) -177850
Iron sulifide (FeS) 1118 Iron sulfide (FeS) 10.18
SIMPI £ INDICES BOUND IONS TOTAL FREE
Langelier ' -0.946 Calcium 609.00 573.34
Ryznar 8.89 Barium 0.00 0.00
Puckorius 9.48 Carbonate 0.157 0.0281
Larson-Skold Index 1320 Phosphate 0.00 0.00
Stiff Davis Index -1.35 Sulfate 774.00 556.67
Oddo-Tomson -1.52

OPERATING CONDITIONS N

Temperature (°C) 25.00 ‘7 5 ’
Time(mins) 3.00

FRENCH CREEK SOFTWARE, INC.
1220 VALLEY FORGE ROAD, BUILDING 21, VALLEY FORGE, PA 19460




L Software B
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Forty Acres
GM State #2

8-31-16

Sample ID#:

1D:

Sample Date:
Report Date:

SCALE AND CORROSION POTENTIAL

Temp.
(¢c)
21.00
24.00
27.00
30.00
33.00
36.00
39.00
42.00
45.00
48.00
51.00
54.00

Saturation Level (E-02)

Saturation Level

Press.
(bars)
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.140

0.120

0.100

Satu.

Calcite

CaC03
0.0253 -0.525
0.0232  -0.502
0.0512 -0.481
0.0314  -0.461
0.03’3  -0.442
0.04:3 -0.425
0.04-3 -0.408
0.0435 -0.393
007 5 -0.379
0006 -0.366
0. 3 -0.353
0.06'1  -0.341
aon " mg/L

Anhydrite
CaSO4

0.0988 -2634
0.0990 -2617
0.0999  -2588
0.101 -2548
0.104  -2498
0.106  -2438
0.110  -2369
0.114 -2294
0.119 2211
0.124 -2123
0.131 -2030
0.138  -1934

XSAT Tg/L

SYSTEM IDENTIFICATION

09-14-2016 at 2116

09-14-2016
Gypsum

CaS04*2H70
0.164 -1994
0.160  -2021
0.157 -2044
0.155  -2064
0.152  -2080
0.151  -2093
0.149  -2103
0.153  -2045
0.159 -1972
0.165 -1904
0171  -1839
0.176 -1778
XSAT  mg/L

Barite
BaSO4
0.00 -0.0849
0.00 -0.0972
0.00 -0.110
000 -0.125
000 -0.140
0.00 -0.156
000 -0.172
0.00 -0.190
0.00 -0.210
000 -0.231
0.00 -0.254
000 -0.279
XSAT mg/L

WATER CHEMISTRY

CATIONS
Calcium(as Ca)
Magnesium(as Mg)
Barium(as Ba)
Strontium(as Sr)
Sodium(as Na)
Potassium(as K)
Iron(as Fe)
Manganese(as Mn)

PARAMETERS
Temperature(°C)
Sample pH

Celestite
S04

0.390 -89.06
0.387 -89.95
0.386 -90.18
0.387 -89.86
0.389 -89.15
0.391 -88.14
0395 -86.88
0.399 -85.54
0.402 -84.35
0.405 -83.26
0.408 -82.28
0.410 -81.41

XSAT  mg/L

609.00
120.00
0.00
31.00
10276
414.00
182.00
6.90

25.00
7.00

Siderite

FeCO3
11.66 0.0144
13.51 0.0156
15.56 0.0168
17.80 0.0180
20.26  0.0191
2293 0.0202
25.79  0.0213
28.89 0.0224
32.28  0.0235
35.96 0.0247
39.95 0.0258
44.28 0.0270
XSAT mg/L

ANIONS
Chloride(as C1)
Sulfate(as SO4)
Bromine(as Br)
Dissolved COz(as CO3)
Bicarbonate(as HCO3)
Carbonate(as CO3)
Silica(as SiO3)
Phosphate(as PO4)
H3S (as H;5)

Mackawenite €O,

FeS (mpy)
21226 598 0.00494
20547 5.86 0.00563
198.60 5.74 0.00632
19172 562 0.00701
184.85 549 0.00770
178,04 537 0.00839
17131  5.24  0.00907
164.78  5.12  0.00905
158.63  5.00 0.00864
152.79 490 0.00818
147.25 4.80 0.00768
14197 471 0.00713

XSAT mg/L

Leveds 1+ SATY are the ratic of ion activity (o solubility, e.q. {CalCO3H/Kgp. PCOy (bar) is the partial pressure of CO5 in the gas phase,

.. seate s the quantity of precipitation (or dissolution) iequired to instantaneo.sly bring the water te equilibriuim.
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Side 1

OPERATOR:

INJECTION WELL DATA SHEET

WELL NAME & NUMBER:

WELL LOCATION:

9%

o See ﬂﬁé'w/?j /Fs_fmcﬂ prePhove a/fejﬂ/m

FOOTAGE LOCATION

UNIT LETTER SECTION TOWNSHIP RANGE -
WELLBORE SCHEMATICWELL CONSTRUCTION DATA
Surface Casing
Hole Size: Casing Size:
Cemented with: sX. or f
Top of Cement: Method Determined:
Intermediate Casing
Hole Size: Casing Size:
Cemented with: sx. or f
Top of Cement: Method Determined:
Production Casing
Hole Size: Casing Size:’
Cemented with: sx. or g
Top of Cement: Method Determined:
Total Depth:

Injection Interval

feet to

(Perforated or Open Hole; indicate which)

N




Side 2

INJECTION WELL DATA SHEET

Tubing Size: Lining Matenial:

Type of Packer:

Packer Setting Depth:

Other Type of Tubing/Casing Seal (if applicable):

Additional Data

1. Is this a new well drilled for injection? Yes No

If ho, for what purpose was the well originally drilled?

2. Name of the Injection Formation:

3. Name of Field or Pool (if applicable):

4. Has the well ever been perforated in any other zone(s)? List all such perforated
intervals and give plugging detail, i.e. sacks of cement or plug(s) used.

5. Give the name and depths of any oil or gas zones underlying or overlying the proposed
injection zone in this area:




Initial Injection Wells

WEU 2600-W
Section 26-20S-36E
10 feet FSL

2660 feet FEL

WEU 35BB-W
Section 35-20S-36E
1330 feet FNL
2630 feet FEL

WEU 35GG-W
Section 35-20S-36E
2470 feet FSL
2630 feet FEL

WEU 2AA-W
Section 2-218-35E
1185 feet FNL
1345 feet FEL

WEU 2BB-W
Section 2-21S-35E
1185 feet FNL
2580 feet FEL

WEU 2GG-W
Section 2-21S-35E
2330 FNL

2620 FEL

WEU 2HH-W
Section 2-21S-35E
2485 feet FNL
1335 feet FEL
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Eumont New Drill Injector Example
Legal: 35-20S-36E
API # 30-025-xxxxx
Eumont Field, L.ea Co., NM
Completion Date: TBD
The well will be drilled for the purpose of injection
Hole Size: 12-1/4”
an Casing Size: 8-5/8”
o Depth Set: 1,650
7 Top of Cement: surface
§ Cement with 240 sx
:v):D Method Determined: circ. 80 sx
g
E
O
=
%
<
™ ¢
oh 0 & G Formation Interval
Y-SR-QInj. Zone 3,200’ 4,300’
A Grayburg 4,300+
Will set injection * Hale Size: 7-7/8”
paekec @~3,600° - Casing Size: 5-1/2”
-_' 2 Depth Set: 4,100
Will perforate Yates- | Top of Cement: surface
Seven Rivers-Queen | = Cement with 300 sx
in specific intervals [ ml_ Method Determined: circ. 100 sx

from ~3,800°-4,100 TD: ~4,200




