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UNIT AGREEMENT
MYERS LANGLIE-MATTIX UNIT
LEA COUNTY, NEW MEXICO

State of New Mexlco No.

THIS AGREEMENT, entered into as of the 1st day of January,
1973, by and between the parties subscribing, ratifyling or consenting
hereto, and herein referred to as 'parties hereto",

WITNESSETH:

WHEREAS, the parties hereto are the owners of workinz, royalty
or other ofl or gas {nterests {n the Unit Area subject to this agreement;
and

WHERFEAS, the Commissioner of Public lands oé the State of New
Mexico is authorized by an Act of the Legislature (Sec, 3, Chep. E3,

Laws 1943, as amended by Sec. 1 of Chap. 162, Laws of 1951, Chap. 7,
Art, 11, Sec. 39, N.M.S. 1953 anno.) to consent to or approve this
agreement on behalf of the State of New Mexico, {nsofar as {t covers and
includes lznds end mineral interests of the State of New Mexico; and

WHEREAS, the Commissioner of Public Lands cf the State of
New Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws of 1943, as amended by Sec. 1, Chep. 162, Laws of 1951, Chép. 7,
Art. 11, Sec. 41, N.M.S. 1953 anno.) to amend, with the approval of the
lessee, any oil and gas lease embracing State lands so that the length
of the term of said lease will coincide with the term of an agreement as
to the unitized development and operation of State lands; and

WHEREAS A'the 0il Conservation Commission of the State of New
Mexico is authorized by law (Art. 111, Chep. 65, Vol. 9, Part 2, New
Hexico Statutes, 1953 Annotated) to approve this agreement, and the
conservation provisions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 1920 (41 Stat.
437, as amended 30 U,5.C, Sectf{ons 1R1 et seq.) authorizes Federal lessees
and their representatives to unite with each other or Jointly or sepa-
rately with others fn collectively adopting and operating a cooperative
or unit plan of development or operatfon of any oil or gas pool, field or

like area or mmy part thereof for the purpose of more properly conserving the



natural resources thercof whenever determined and certified by the Secretary of
the Interior to be necessary or advisable i{n the public interest; and

WHEREAS, the parties hereto hold sufficleat interests in the Myers
Langlie-Mattix Ualt Area, coverfng the land hereinafter described to give
reasonably effective control of operations therein; and

WHEREAS, it (s the purpose of the parties hereto to enable institution
and consuzaation of secondary recovery operations, conserve natural resoﬁrces, to
prevent waste and secure the other benefits obtalnable through development and
operation of the area subject to this agreement under the terms, conditions and
limitations herein set forth.

40w, THEREFORE, in consideration of the premises and the promises hercin
contained, the parties hereto comait to this agreement their respective intercst
in the "Unit Area" znd the "Unitized Formation" lying thereunder (as those terms
are cefined hereinafter), and agree severally anong themselves as followsf

SECTION 1, ENABLING ACT AND REGULATIONS., The Mineral lLeasing Act of

February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder and
valid, pertinent and reasonable regulations hereafter issued thereunder sre
sccepted and made a part of this agrecment as to Federsl lands, provided such
regulations are not inconsistent with the terms of this agreement; and as to
non-Federal lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operatfons, not incon-
sistent with the terms hereof or the laws of the State in which the non-Federal
land {s located, are héreby accepted and made g part of this agreement.

SLCTION 2. UNIT AREA AND DEFINITIONS. For the purpose of this agree-

ment, the followingﬂterms and expressions as used herein shall mean:
(a) "Unit Area' is defined as the area described by tracts in Exhibit
B and depictecl on Exhibit "A" attached hereto, containing 9,923.68 acres
more vr less, or to which it may be extcnded as herein provided.
()  "Commissioner” {6 defincd as the Commissioner of Public Lands
of the State of N« Iiexico.
(c) "Commission" is defined as the Uil Conservation Commission of the

State of New !lexico.



(d) "Director" {s defined as the Director of the United States
Geological Survey,

(e) "Secretary' is defined es the Secretary of the Interior of
the United States of America or any other person duly authorized to
exercise powers vested in that office.

(£) "Department' is defined as the Department of the Ianterior
of the United States of America.

(g8) "Supervisor' is defined as the 011 and Gas Supervisor of the
United States Geological Survey having jurisdiction over oil and gas operation
on Federal lands in the Unit Area.

(h) "Unitized Formation' means that interval underlying the Uait
Arez the vertical limits of which extend from a point 1C0 feet above the base
of the Seven Rivers formation to the base of the Queen formation; said interval
kaving been herctofore f[ound to cccur in Texas Pacific Oil Company's Blinebry
"B' No. 3 well (located 2310 feet from the west line end 330 feet frem the rnorth
line of Sectfon 34, Township 23 South, Range 37 Last, Lea County, New Mexico)
at an indicated depth interval of 3168 fecet to 3570 feet, as recorded on the
Schlumberger Electrical log Run No. 1l taken December 26, 1952, said log being
reasured from a derrick floor elevation of 3300 feet above sea level,

(1) "Unitized Substaaces'' means all oll, gas, gaseous substances,
sulphur contained in gas, condensate, dist{llate and all essociated and
constituent liquid or liquefiable hydrocarbons within and produced from the
Unitized Formstion underlying the lands unitized hereunder.

(3) "Tract' i{s defined as each parcel of land described &s such
and given a tract number in Exhibit "B".

() "Tract Participation" is defin.-i as the percentaze of Unitized

1
Substances to be a%located to a Tract qualified for participation under this
agreement, as sﬁoun on Exhibit “C".

(1) "Unit Participation" of ecach Working Interest Owner means the
sum of the products ogtalned by multiplying the Working Interest share of such
Working Interest Owner in each Tract by the Tract Participation of such Tract.

() "™orking Interest" {s defined as the right to search for,
produce and acquire Unitized Substances whethor held as an incident of owner-

ship of minezral fee simple title, under an oil or gas lease, or otherwise, and



includes any interest which 18 chargeable with and obligeted to pay cr beer,
elther {n cash or out of production, or otherwise, all or a portion of the cost
of drilling, developing and producing operations.

(n) "Working Interest Owner" is defined &8 and shall mean any party
hereto owning & Working Interest. The owner of oil and gas rights which are
free of leases or other instruments conveying the Working Interest to another
shall be regarded as a Working Interest Owner to the extent of seven-eights
(7/8) of his interest in Unitized Subtances, and as a Royalty Owner with
respect to his remaining one-eighth (1/8) interest therein.

(0) "Record Owmer'" is defined as the holder of the record title to
& lemse covering Pederal lends according to the applicable records of the
Department of the Interior of the United States of America.

(p) ‘"Royalty Interest' or "Royalty" is defined as an interest other
than a Working Interest in or a right to receive a portiocn of the Uanitized
Substances or the proceeds thereof and includes the royalty interest reserved
by the lessor by an oil and gas lease and any overriding royalty interest, ofl
payment interest, net profit contract, or any other payment or burden which
does not carry with it the right to search for and produce Unitized Substances.

(g) "Royalty Owner' 1is defined as and shall mean the owner of a
Poyalty Interest.

(r) 'Voting Interest” of each Working Interest Owner, unless other-
wige specifically defined herein, shall equal its Unit Participation in effect
at the time a vote is taken.

(8) "Usable Well'" shall mean a well which, in accordaamce with good
oil fleld practice, is adequately equipped and in coadition with casing in
good repalr (hereinafter referred to as "Usable Conditfon') to permit production

'
of Unitized Subst%ﬁces from the Unitized Pormation to the surface by conven-
tional production mehtods.

(t) "Unit Operating Agrecment' is defined as and shall mean any
agreement or agreements (whether one or more entered into separately or collec-
tively) by and between the Unit Operator and the Working Interest Owncrs as
provided {n Section 9, Accounting Provisions and Unit Operating Agreement,
infra, and shall be styled '"Unit Operating Agreement, Myers Langlfie-Mattix Unit,

Lea County, New Mexico'.
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(u)  "Unit Menager' {s defincd as the person or corporation appointed
by the Working Interest Cwmers to perform the duties of the Unit Operator until
the selection and qualificotion of a successor Unit Operator as provided for in
Section 8 hereof,

SICTION 3. EXKIBITS. Exhibit "A' attached hereto is a map showing
the Unit Area and the boundaries and identity of Tracts and leases i{n said Unit
Area to the extent known to the Unit Operator. Exhibit B attached hereto {s
a schedule shoving, to the extent known to the Unit Operator, the acreage
comprising each Tract and the percentage ownership of each Working Interest
Cwvmer. Exhib{t "C'" attached hercto is a schedule showing the participation of
each Tract during Phases I and 1I. llowever, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests as are shown
in said map or schedule as owned by such party.

Whenever reference herein or in the Unit Cperating Agreement i{s made
to an Exhibit, the reference {5 to the Exhibit as originally attached or, {if
revised, to the latest approved revisfion.

The deacription and ownership of the respective Tracts have been
esteblished by using the best information available. If Lt subsequently
appears that clerical errors, including errors in Tract Ownership or mechan-
ical miscalculations have been made, Unit Operator shall revise the Exhibits
to confora with the facts. The revision shall not include any re-evaluation

of engineering or geological interpretations used in determining Tract Parti-

—_———
——— e — e ——

cipations. Errors and miscalculations discovered pricr to the effective date
—_—
of this agreement shall be corrected by Unit Operator in the first revision
of Exhibits following the effective date and said first revisions shall be
N

effective as of thi_effective date of this agreement, The correction of any
error other than the correction of a clerical or mechanical error shall be
nede by Unit Operator only after first having obtained epproval of Working
Interest Owners, the Supervisor and the Commissioner.

Exhibits A, B, and C shall he revised by Unit Operator whenever changes
render Buch revision necessary or when requested by thie Supervisor or the

Commissloner, If an Exhibit {8 revised pursuant to this agreement, Unit

Operator shall certify and file the required number of copies of the revised

a



Exhibit with the Commissioner and the Supervisor, and one (1) copy for record
with the County Clerk, Lea County, New Mexico. Except as specified above, a
revised Exhibit shall become effective on such date as may be determined by
the Working Interest Owners with the approval of the Supervisor aund the Com-
missioner, and shall be set forth on said revised Exhibit,

SECTION 4. EXPANSION. The Unit Area may, when practicable, be
expanded to include therein sny additional tract or tracts regarded as reasonably
necessary or advisable for the purposes of this agreement. Such expansicn shall
be effected in the following manner:

(a) The Working Interest Quwner or Owners of a Tract or Tracts desiring
to cormit such Tract or Tracts to this Agreemeut, shall file an application
therefor with Unit Operator requesting admission.

(b) Uait Operator shall clirculate a notice to each Working Interest
Cwnmer of the proposed expansion, setting out the basis for admission, the
recommended Tract Participatica to be assigned to such Tract or Tracts, and
other pertirent data. After negotiation (at Working Interest Owners' cecting
or otherwise) if three or more Working Interest Owners having in the aggregate
eighty perceat (80%) Phase II Unit Participation have agreed to inclusion of
such tract ot tracts in the Unit Area, then Unit Operator shall:

(1) After preliminary concurrence by the Director and the
Commissioner prepare a notice of proposed expansion describing the contemplated
changes in the boundaries of the Unit Area, the reason therefor, the basis for
admission of the additional tract or tracts, the Tract Participation to be
sssigned thereto and the proposed effective date thereof; and

(2) Deliver copies of said notice to the Commissioner, the
Supervisor, each Working Interest Owner and to éach lessee and lessor whose
{nterests are affegged, advising such parties that thirty (30) days will be
allowed for submiss;on to the Unit Operator of any>objec:ion to such proposed
expansion; &nd

(3) File, upon the expiration of said thirty (30) day period
as set out in (2) immediately above with the Commissfoner and Supervisor the
following: (&) Evidence of mailing or delivering copies of said notice of
expansion; (b} An application for such expansion; (c) An {nstrument containing

the appropriate joinders in compliance with the participetion requirements of



Section 15, Tracts Qualified for Participation, herenf; and (1) <Copies of
any objections received.

The expansion shall, after due consideration of 8all pertinent {nforma-
tion and approval by the Commissioner, the Commissfon, and the Supervisor, becomc
effective as of the date prescribed in the notice thereof, preferably the first
day of 8 month subsequent to the date of notice or on such other dete as ray ke
sgreed upon by the Working Interest Owners and approved by the Commissioner, the
Cozmission, and the Superviosr, The revised Tract Participations of those
Tracts which were comuitted prior to guch expansion shall remain in the same
ratio one to another,

SECTION 5. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed

to this agreement shall constitute land referred to herein as "unit{zed land"
or '"land subject to this sgreement'. All "uniti{zed land" and Unitfzed Substances
are unitized under the terms of this agreement. Nothing herein shall te
construed to unitize, pool, or in any way sffect the cil, gas and other minrerals
contalned in or that may be produced from any formation other than the Unitized
Forrcation as defined under Section 2 (h).

SECTION 6. UNIT OPERATOR. Skelly 011 Company 1is hereby destgnated
as Unit Operator, and by signing this agreement as Unit Operator it agrees and
censents to accept the duties and obligations of Unit Operator for the operatios,
development and production of Unitired Substances as herein provided. When-
ever reference 1is made herein to the Unit Operator, such reference means the
Unit Operator acting in that capacity and not as an owner of {nterests in
Unitized Substances, and the term "Working Interest Owner' when used herein
ehall “include or refer to the Unit Operator as the owner of a Working Interest
when such an interest 1s owned by {t.

3!

SECTION 7. RESIGNATION OR RIMOVAL OF UNIT OPERATOR. Unit Operator

shall have the right to resign at any time, but such resignation shall not
become effective so as to release Unit Operator from the duties and obligations
of Unit Operator and terminate Unit Operator's rights as such for a period of
six (6) months after written notfce of intention to resign has been given by
Unit Operator to all Working Intcrest Owners, the Commissioner and the Super-
visor, and uatil all unit wells are placed in a satisfactery condition for
suspensfon, abandonment, or continued operations, as required by the Supervisor

as to Federal lands and the Cormissioner as to State lands, unless a new Unit

-7-



Operator shall have taken over and assumed the duties and oblizatfons af Unijt
Operator prior to the expliration of said perlod.

The Unit Operator shall, upon default or failure ia the perfermancar
of {ts duties or obligations hereunder, be subject to removal by three (3) or
more Working Interest Quners having 1n the aggregate eighty percent (207) or
more of the Phase Il Unit Participation remaining after excluding the fhase 11
Unit Participation of the Unit Opecrater. Such rcmoval shall be effective npon
notice thereof to the Commiss{oner and the Supervisor,

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

The resignation or removal of Unit Cperetor under this agrenmant shal!l
not terminate its rights, t{tle or {nterest as the owner of a Working Interest
or other interest {in Uniti{zed Substances, but upon the resignation or removal of
Unit Cperator becoming effective, such Unit Operatoer shaLl deliver posscssion
of all wells, equipment, books and records, materials, appurtenances and any
other assets, used in connection with the unit operations and owned by the
Working Interest Owners to the new duly qualified successor Unit Operator or
to the Unit Manager If no such new Unit Cperator is elected, to be used for the
purpose of conducting unit operations hereunder. Nothing herein shall be
construed 2s authorizing the removal of any material, equipment, and appurtenances
needed for the preservation of any wells.

YNothing herein contained shall be construed to release, relieve
ot ‘lischarge a Unik Operator who resigns or Is removed hereunder from any
liability for default by it hereunder or from duties accruing or performable

by {t prior to the cffective date of such resignaticn or removal.

SECTION 8. SUCCESSOR UNIT OPERATOR. Whencvqr the Unit Operator
shall tender its resignation as Unit Operator or shall be removed as here-
inabove provided, the Working Interest Owners shall select & successor Unit
Operator as herein provided. Such selection shall not become effective until
(a) & Unit Cperstor so selected shall accept in writing, the dutles and

responsibilities of Unit Operator, and (b) the selection shall have been



approved by the Supervisor and the Commissioner. If no successor Unit
Cperator {s selected as herein provided, the Commissioner or the Director,
at his election, may declare this agreement terminated.

In selecting a successor Unit Operator the affirmative vote of three
(3) or more Working Interest Owners owning a total of sixty-{ive percent (65%
or more of the Phase II Unit Participation shall prevai{l, provided that if any
one Working Interest Owner has a Phase I1I Unit Participation greater than
thirty-£five percent (357%.), its negative vote or failure io vote shall not be
regarded as sufficient L{f the affirmative vote represents a majority of the
voting interest, and such affirmative vote shall be controlling on all partfes.
1f the Unit Operator who is removed votes only to succeed itself or frils to
vote, the successor Unit Operator may be selected by the affirmative vote of
three or more Working Interest Owners owning a major{ty of the Phase II voting
interest remaining after excluding the voting interest of Unit Operator so re-
wmoved.

SECTION S. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT,

Costs and expenses incurred by the Unit Operator in conducting unit operations
hereunder shall be apportioned among, borne and paild by the Working Interest
Owmers in accordence with the Unit Operating Agreement. The Unit Cperating
Agreezent shall also provide the manner in which the Working Interest Cwners
shall be entftled to receive thelr respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases, or other independent contracts and such other
rights and obligations as between Unit Operator and the Working Interest
Owners as may be agreed upon by the Unit Operator and the Working Interest
Owners; however, no such Unit Operating Agrcement shall be deecmed either to
nmodify any of the %%rms and conditions of this agrcement or to relieve the Unit
Operator of any'right or obligatfon established under this agreement, and in
case of any inconsisteacy or conflict between this agreement and the Unit
Operating Agreewent, this ajreement shall prevail. Two true copics of any
Unit Operating Agreement exccuted pursuant to this Section shall Le filed with
the Commissioner and three true copies thereof shall Le filed with the Super-
visor prior to approval of this anrcement.

SECTION 10. LIGHTS AND OBLIGATIONS OF UWIT OPERATOR., LUxcept as

otherwise specifically provided hercin, the vxclusive right, privilege and



duty of exercising any and all rights of the parties hereto which are nec-
essary or convenlent for prospecting for, producing, storing, allocating
and distributing the Unitized Substances are hereby delegated to and shall
be exercised by the Unit Operator as herein provided. Upon request, accept-
able evidence of title to said rights shall be deposited with said Unit
Operator and, together with thi{s agreement, shall constitute and define
the rights, privileges and obligations of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any land or to any lease
or operating agreement, it being understood that under this agreement the
Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes
herein specified.

SECTION 11. EQUIRMMENT AND FACILITIES NOT FIXTURES ATTACHED TO

REALTY, Each Working Interest O.mer has heretofore placed and used on its
Tract or Tracts committed to this agreement, various well and lease equip~
zment and other property, equipment and facilities. It is also recognized
that additicnal equipment and facilities may hereafter be placed and used
upon the Unitized Land as now or hereafter constituted. Therefore, for all
purposes of this agreement any and all such equipment shall be considered to
be personal property and not fixtures attached to realty. Accordingly, subject
to the lizmitations contained in Section 10, said well and lease equipment and
personal property i{s hereby severed from the mineral estates affected by this
agreement, and it 1s agreed that any and all such equipment and personal pro=-
perty shall be and remain personal property for all purposes.

SECTION 12. PLAN OF OPERATIONS. It {s recognized and agreed by the

parties hereto thac'the object and purpose of this agreement i{s to formulate and
to put into effect:; secondary recovery project in order to effect additionsl
recovery of Unitized Substances, prevent waste and consecrve natural resources.

The parties hereto agree that the Unit Operator may, subject to the consent and
gpprove of a plan of operation by the Working Interest Owners, the Supervisor,

the Commissioner and the Commission, inject into the Unitfzed Formationm, through
any well or vells complected therein, brine, water, air, gas, oil and any one or
more other substances or combination of substances whether produced from thc Unif-

ized Formation or not, and that the location of input wells snd the rates ol

injection therein and the rate of production shall be governed by standards of
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good geologic and petroleum engineering practices and conservation methods.

The parties hereto, subject to prior rights, ([ any, grant to Unit Operator

the use of brine or non-potable water or both from any formation {n and under
the Unitized Land for injection into the Unitized Formation. After commencement
of secondary operations, Unit Operator shall furnish the Commissioner and the
Supervisor monthly injection and production reports for each well in the Unit.
The Working Interest Owners, the Commissioner and the Supervisor shall be
furnished perfodic rcports on the progress of the plan of cperation and any
revisions or changes thereto deemed necessary to meet changed conditions or to
protect the interests of all parties to this agreement; provided, however, that
any revision ¢f the approved plan of operation shall be subject to the consent
and epproval of the Working Interest Owvmers, the Cormission, the Cormissioner
and the Superzisor,

A plen of operation shall be filed with the Supervisor and the Com-
zisslioner comzurrently with the filing of this unit agreement for final approval.
.Seid plan of cperation and all revisions thereof shell be as complete and ade-
quate as thz Jupervisor and the Coumissioner may determine to be necessary for

timely opermion consistent herewith. Upon approval of this agreement and the

subseguently zpproved plans shall constitute the cperation odbligaticns of the
Unit Operarnx under this agreement for the period specified therein. Thereafter,
from time to timc, before the cxpiration of any exf{sting plan, the Unit Operator
shall submit rr Itke approval a plan of a&n additional spectffied pcriod of
operation.

totwithstanding anything to the contiary herein contained, should the
Unit Operator @il to commence operations for the secondary recovery of the

1

unitized aubstmxcsifrom the unit area within one yecar after the effective date
of this agrecmest and any extension thereof approved by the Supervisor and thn
Commiss{oner, tils agreament shall terminate automatically as of the date of
default.

(SECTIM 13. USE OF SURFACE. The parties héreto, to the extent of
their rigltrs an2 interest, hereby grant to Worl ing Interest Owners the right
to use as-much-xf the siurface of the land with n the Unit Area as may reasanably
be necessar - far uult opcrations, including th: free use of water from the

Unit Ares [ = urit cperations, except water {rcm any well, lake, nond crt

-11~



irrigation ditch of a surface owner, provided that, nothing hercin shall be con-
strued as leasing or otherwise conveying to Working Intcrest Ouvners a site for
a water, gas injection, processing or other plant or camwp site. Working Inter-
est Owners shall pay the owner for damages to growing crops, timbter, fences,

{mprovements, and structures on the Unit Area that result from Unit Operations.

SECTION 14. TRACT PARTICIPATION. Participation of each Tract is

shown {n Exhibi{t "C" and has been computed i{n accordance with the following:

(a) Phase I Participation. Phase I begins the effective date hereof

and continues unti{l the first day of the month next following the date that the
cunulative volume of oil produced after January 1, 1969, from the Unitized
Formation underlying all of the Tracts in the {nit Area totals 299,013 barrels.
The Tract Participation of each Tract during Phase I, shown on Exhibit "¢, is
based upon the following formula:
Tract Perticipation Percentsge
Phase 1 equals
100 %
Where: "A" equals total income from oil and gas produced from such

Tract from the Unitized Formation during the period Jaauary 1,

1968, through December 31, 1968,

"B" equals the summation of the total inccme fronm oil and

gas produced from all qualified Tracts from the Unitized

Formation during the period January 1, 1968, through

December 31, 1968.

(b) Phase II Participation. Phase II shall begin the first day of

the month next following the date on which the last of the 299,013 barrels
referred to in (a)(above {8 produced and shall coatinue for the remairnder of
the term of this a%}eement. The Participation of each Tract during Phase 1I,
shown on Exhibit "C'", is based upon the following formula:
Tract Participation Percentage,
Phase II equals
85 £ plus 10 § plus 5 5
Where: "E" cquals the estimated quantity of oil ultimately recoverable
from the Unitized Formation by primary recovery operations
credited to each Tract.

"F'" equals the summation of the estimated quantity of oil

ultimately recoverable from the Unitized Formation by
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primary recovery operations credited to all qualified Tracts.
"G'" equals the cumulative oil produced from the Unitized
Formation underlying each Tract as of July 1, 1966,

"H" equals the summatrion of the cumulative oil produced

from the Unitized Forwation underlying all qualified Tracts
as of July 1, 1966.

"I" equals the number of acres contained in each Tract.

"J" equals the sumation of the number of acres contailned

in all qualified Tracts.

If less than all Tracts within the Unit Area qualify for participatinn
hereunder as of the effective date hereof, Unit Operator shall file with the
Supervisor, the Commissioner and the Commission a schedule showing the quali-
fied Tracts as of said effective date, which schedule shgll be designated
Revised Exhibit C and considered for all purposes as a part of this egreemant.
Sald revised Exhibit C shall set forth opposite each qualified Tract the reviged
Trace Participation therefor which shall be calculated by using the same factors
and formula whi{ch were used to arrive at the Tract Participations set out {n
Exhibit C attached hereto, but applying the same only to the qualified Tracts.
Said revised Exhibit C, upon approval by the Supervisor and the Cormissioner,
shall supersede, effective as of the effective date hereof, the Exhibit C
attached hereto.

The Tract Participations shown on Exhibit C attached hereto, cr as may
be shown on the Revised Lxhibit C as above provided, shall govern the allocation
of unitized substances on and after the effective date of this Unit Agreexment, and
until the Tract Participations are revised pursuant to this agreement and such r--
vised Tract Partic%pacions are approved by the Supervisor and the Commissioner.

4

(c) Uigkin Sixty (60) days after the requirements for cosmmencerient

of Phase 11 have been met, the Operator will nntify the 0jl and Gas Department

of the New Mexico State Land Office of such conversion to Phase I[I.

SECTION 15. TBACTS QUALIFIED FOR PARTICIPATION. On and after the
cffective date hereof, and until expansion as provided {n Section 4 hercof,
the tracts within the Unit Area which shall be cntitled to participation (as
provided in Scction 14, Tract Participation, hereof) in the production of
Unitized Substances shall be composed of the Tracts shown on Exhibit A and

listed fn Exhibit “B" which qualify as follows:
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(a) Each tract as to which Working Intercst (wners ouning
one hundred percent (100%)of the Working Interest therein have become
parties hereto and as to which Royalty or Record Owners owning seventy-
five percent (75%) or more of the Royalty or Record Interest therein have
become parties hereto,

(b) Each Tract as to which Working Interest Owners owning
one hundred percent (100%)} of the Working Interest therein have become
parties hereto and as to which Royalty or Record Qwners owning less than
seventy-five percent (757) of the Royalty and Record Interest therein
have become parties hereto and, further, as to which:

(1) all Working Interest Owners in such Tract have joined
in a request for the qualification of such Tract, and

({1) Efghty percent (807) of the comhined voting interests
of Working Interest Cwners {n all Tracts meeting the requirements of
paragraph (o) hereof have voted in favor of quslifying such Tract.

For the purpose of this paragraph (b), a Working Interest Owner's
"'voting interest” shall be equal to the ratio (expressed {n percent) which
its aggregate Phése IT Participation in all Tracts qualifving under
paragraph (a) bears to the total Phase 11 Participaticn of all Working
Interest Owmers in &ll Tracts qualifying under paragraph (a).

(¢} Each Tract as to which Working Interest Owners owning less
than one hundred percent (1007%) of the Working Interest therein havé become
patties hereto, regardless of the percentage of Royalty and Record In-
terest therein vhich is committed hereto and, further, as to which:

(1) The Working Interest Owner operating such Tract and
all of the other Warking loterest Owners im such Tract who have become
parties hereto ha;: joined in a request for qualification of such Tract
and at least eighty-five percent (85%) of such parties have executed and
delivered aa indemnity agreement indemnifying and agreeing to hold harmless
the other Working Interest Owners in the Unit, their successors and sssigns,
against all clsims and demands which arise out of the qualificatioa of such
Tract which may be made by the owners of Interests in sucli Tract who are not
parties hereto; and

{11} Eighty percent (807) of the combined voting interest o[
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Working Interest Owners in all Tracts meetin< the requirements of naragrephs
(a) and (b) have voted in favor of the quallfication of such Tract and
acceptence of the indemnity agreement.

For the purpose of this paragraph (c), a Working Interest Owner's
"voting i{nterest'" shall be equal to the ratio (expressed in percent) which
{ts aggregate Phase II Participation in all Tracts qualifyinz under para-
grephs (e) and (b) bears to the total Phase II Participation of all florking
Interest Owners In all Tracts qualifying under paragraphs (a) and (b). Upon
the qualif{cat{ion of a Tract, the Unf{t Participation which would have
been attributed to the nonsubscribing owncrs of the Working Interest in
such Tract, had they become parties to this agreement and the Unit Operating
Agreement, shall be attributed to the Working Interest Owners in such Tract
who have become perties to the {ndemnity agreement, in proportion to thelir
respective Working Interests {n the Tract.

SECTICH 16. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized

Substances produced and saved (less, save and except any part of such Unitized
Substances used in conformity with good operating preactices on unitized land
for drilling, operating, camp and other production or development purposes
and for presgure maintenance In accordance with & plan of operation approved
by the Supervisor and the Commissioner, or unavoidably lost) shall be
apport{oned among and allocated to the qualified Tracts in accordance with
the respective Tract Participations effective hereunder during the respective
periods such Unit{zed Substances were produced, as set forth in the
schedule of participation in Exhibit C. The amount of Unitized Substances
so allocated to each tract, and only that amouat (regardless of whether it
be more or less thaw the emount of the actual production of Uniti{zed Sub-
{

stances from the well or wells, 1{f any, on such Tract), shall, for all
intents, uses and purposes, be deemed to have been produced from such Tract.

The Unitized Substances allocated to each such Tract shall bLe
distributed amcng, or accounted for to, the parties executing, consenting to
or retifying this agrcement and entitled to share in the production from
such Tract in the same manner, {n the eame proportions, and upon the same
conditions, as they would have participated and shared {n thlc production
from such Tracts, or in the proceeds thereof, had this agrcement not been

entered {nto, and with the same legal force and cffect,

-15-



Mo Tract qualified for participatlon under thic agreemeat shall
be subsequently excluded from participation hereunder on account of
depletion of Unitized Substances from said Tract.

If the Working Interest and/or the Royalty Interest in any Tract
is divided with respect to separate parcels or portions of such Tract and
owned severally by different persons, the Unitized Substances ellocated to
such Tract shall, in the absence of a recordable {nstrument executed by the
owners of such interest, furnished to Unit Operator and fixing the divisions
of ownership, be divided among the owners of interest in such parcels or
portions in proportion to the number of surface acres in each parcel or
portion.

The Unitized Substances allocated to each Tract shell be delivered
in kind to the parties entitled thereto by virtue of the ownership of oil
end gas rights therein or by purchase from such owners. Each of the parties
entitled thereto shall have the continuing right to receive such production
in kind at & common point within the Unit Area and to sell or dispose of
the same as {t sees fit, Each such party shall have the right to construct,
meintain and operate all necessary facilities for that purpose within the
Unit Area, provided the same are so constructed, maintaincd and operated as
not to interfere with operations carried on pursuant hereto, Subject to
Sectfon 19, Royalty Settlement, hereof, any extra expenditure {ncurred by
Unit Operator by reason of the delivery In kind of any portion of the Unitized
Substances shall be borne by the party receiving the same in kind. In the
event any Working Interest Owner shall fail to take or othervwise adequately
dispose of its proportionate share of the production from the Unitized
Formation currently“as and when produced, Unit Operator, in order to avoid
curtailing Unit ope;;tions, may sell or otherwise dispose of such production
to itself or to others on a day-to-day basis at not less than the prevail-
ing market price in the srea for like productfon, and the account of such
Working Interest Owner shall be charged therewith as having received such
production. The net proceeds, {f any, of the Un{ti{zed Substances so
disposed of by Unit Operator shall be paid to the Working Interest Owner
of the Tract or Tracts concerned or to a party designated in writing by
such Working Interest Owner. Notwithstanding the foregoing, Unit Operstor

shall not make a sale into interstate cormerce of any Working Interest Owner's
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share of gas production without first giving such Working Interest Owner sixty
(60) days notice of such intended sale.

Any perty receiving fn kind or separately disposing of all or any
part of the Unitlzed Substances allocated to any Tract, or receiving the
proceeds therefrom L{f the same 15 sold or purchased by Unit Operator, shall
be responsible for the payment of all Royalty due under the lease or leases
covering said Tract, and each such party shall hold each other party hereto
harmless against all cleims, demands and causes of action for Royalty
due under the lease or leases covering said Tract,

SECTION 17. BALANCING OF PRODUCTION. Unit Operastor shall make

a proper and timely gauge of all lease and other tanks located on each
cormitted Tract in order to ascertain the amouat of merchaatable oil ia
such tanks, above the pipeline connection, on the effective date hereof.
All such cil which is a part of the prior allowable of the well or wells
from which the same was produced shall be and remain the property of the
Cwners entfitled thereto as {f this agreement had not been entered into and
such Owners shall promptly remove same. Any such oil not so removed may be
sold by the Unlt Operator for the account of such Owners, subject to pay-
ment of all Royalties duz under the terms and provisions of the applicable
leese or leases end other contracts. All oil which is in excess of the
prior allowable for the well or wells from which the same was produced
shall be reparded and treated the same as Unitized Substances produced
after the effective date hereof, If, as of the effective date hereof,
any Tract of unitized land is overproduced with respect to the allowable
of the well or wells on that Tract and if the amount ofrsuch over-production
hes been s0ld or ogberwise disposed of, such over-production shall be re-
garded and includug;as a part of the Unitized Substances preoduced after
the effective datc hereof, and the amount thereof charged to such Tract as
having been delivered to the parties entitled to Unitized Substances
allocated to such Tract.

SECTION 18. ROYALTY SETTLEMENT. The State of New Mexico and

the United States of America and all Royalty Owners who, under an existing
contract, are entitled to take in kind a share of the Unitized Substances
produced from any Tract unitized hereunder, shall hecreafter be eatitled

to take 1um !ind their share of the Unitized Substances allocated to such
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Tract, and Unit Cperator shall make deliveries of such Royalty share taken
fn kind ia conformity with the applicable contracts, laws and regulations.
Settlement for Royalty Interests not taken in kind ehall be made by Working
Interest (xmers responsible therefor under existing contracts, laws and
regulatiors, on or before the last day of each month for Unitized Substances
produced during the preceding calendar moath; provided, however, that nothing
herefn contained shell operate to relieve the lesgees of any land from their
respective lease obligations for the payment of any Royalty due under their
leeses, except that such Royalty shall be computed in accordance with the
terms of this Unit Agrecment,

Royalty due the United States shall Le computed as provided {n
the cperacing regulations and paid {n value or delivered in kind &s to all
Unitized Substances on the basis of the amounts thereof allocated to
unftized Federal land &s provided herein at the rate specified in the res-
pective Federal leases or at such lower rate or rates as may be authorized
by lsw or regulation; proviced, that for leases on which the royelty rate
depends cn the daily average ofl production per well and/or the average
gravity of such oil production and/or the deaily average gas production per
lesse, such average production or average gravity shall be determined in
accordance with the operating regulations as though the unitized lands wvere
a single consolidated lease,.

I1f the amount of production or the proceeds thereof accruing to
any Royslty Owner (except the United States of America) in a Tract depends
upon the average production per well or the average plpeline run per well
from a Tract during any period of time, then such production shall be
deterriined from eng after the cffective date hereof by dividing the produc-
tion allocated eac;~Tract during such period of time by the number of wells
located thereon capable of producing as of the effective date hereof,
provided, however, any Tract without a producible wcll on said effective date
shall, for the purposes herein contained, be considered as having one such
well thereon.

All Royalty due the State of New Mcxico and the United States of
Amerlca and the other Royalty Owners hereunder shall be computed and paid on
the bas{s of all Unitized Substances allocated to the respective Tract or
Tracts qualified hereunder, in lieu of actual production from such Tract or

Tracts.
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Each Royalty Owner (other than the State of New Mexico and the
United States of America) that ratifies this agreement represents and
warrants that he is the owner of a Royalty Interest in a Tract or Tracts
within the Unit Area as his interest appears in Exhibit "B" attached here-
to. If the title to a Royslty Interest fails but the lands to which it
relates remain subject hereto, the party whose title failed shall not be
entitled to share hereunder with respect to such interest.

SECTION 19. RENTAL SETTLEMENT. Rentals or minimum royalties

due on leases cormitted hereto shall be paid by Working Interest Owners
tesponsible therefor under existing contracts, laws and regulations, pro-
vided that nothing herein contained shall operate to relieve the lessees

of any land from their respect{ve lease obligations for the payment of

any rental or minimum royalty in lieu thereof, due under their leases.
Rentel for lands of the State of New Mexico subject to this agreement shall
be paid at the rate specificd in the respective leases from the State of New
Mexico. Rental or minimum royalty for lands of the United States of America
subject to this agreement shall be paid at the rate speciffed in the respec-
tive leases from the United States of America, unless rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the
Secretary or his duly authorized representative,

SECTION 20. CONSERVATION. Operations hereunder and production of
Uaitized Substances shall be conducted to provide for the most econocmical
and efficient recovery of said substances without waste, as defined by or
pursuant to Federal and State laws and regulations.

SECTION 21, DRAINAGE. The Unit Operator shall take such measures
as the Supervisor{?r the Commissioner deems appropriste and adequate to
prevent drainage :E the Unitized Substances from the Unitized Lands by
wells on land not subject to thlg agreement.

SECTION 22. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The

terms, conditions and provisfons of all leases, subleases and other con-
tracts relating to exploration, drilling, development or operation for oil
or gas on lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the pro-
visions hereof, but otherwise to remain in full force and effect, and the

parties hereto hereby consent that the Secretary and the Commissioner,
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respectively, shall and by their approval lhercof, or by the approval hereof
by their duly suthorized representatives, do hereby establish, alter, change,

or revoke the drilling

()

producing, rental, minimun toyalty and royalty require-
ment of Federal and State leases committed hereto and the regulations in
respect thereto to conform said requirements to the provisions of thls agree-
nent.

Without limiting the generality of tte foregcing, all leases, sub-
leases and contracts are particularly modified in accordance with the [ollowing:

(a) The development and operaticn of lands subject to this agreement
under the terms hereof shall be deemed full performance of 2ll obligations for
development and operation with respect to each and cvery separately cwned Tract
committed to this agreement, regardless of whether there ig any development of
any particular Tract of the imitized Land.

(b) Drilling and producing operations performed hereunder upon eny
Tract of Unitized Land will be accepted and decmed to be performed upon and
for the benefit of each and every Tract of Unitized Land, znd no leese shall teo
deemed to expire by reason of failure to drill or produce wells situated on the
land therein embraced,

(c) Suspension of drilling or producing operations on all Unitlzed
Lands pursuant to direction or consent of the Commissioner and the Supervisor
shall be deemcd to constitute such suspensfon pursuant to such direction or
consent as to each and every Tract of Unitized Land. A suspension of dril-
ling or producing operations on specified lands shall be applicable only to such
lands.

(d) Each lease, sublease, or contract relating to the exploration,
drilling, d&veIOpmigt or operation for Unitized Substances, which by its
terms might expire ;fior to the termination of this agreement, is hereby
extended beyond any such term so provided therein so that it shall be continued
in full force and effect for and during the term of this agreement, as to the
land committed so long &s such lease remains subject hereto.

(e) Any Federal lease committed hercto shall continue in force
beyond the term so provided thercin or by law as to the committed land so long
as such land remcrins comnitted hereto.

(£) Any lease embracing lands of the Statc of New Mexico which is
made subject to this apgreement shall continue in force beyond the term pro-

vided therein as to the lands committed hereto until the terminatfon hereof.

«20-



() Any lease cmhracing lands of the State of Hew Mexico having:
only a partion of its lands coumitted hereto shall be segregated ps to the
portion coamitted and as to the portion not committed and the terms of
such leasc shall apply separately as to such segregated portions commencing
as of the effective date hereof. Notwithstanding any of the provisions of
this ayreement to the contrary, any Jease embracing lands of the State of
New Mexico having only a portion of its lands cormitted hereto shall con-
tinue in full force and effect beyond the term provided therein as to all
lands embraced in such lease (whether within or without the Unit Area), if
oil or gas are discovercd and are capable of being produced in paying
quantities from some part of the lands embraced in such lease cormitted
to this agreemcnt at the expiration of the secondary tera of such lease;
or if, at the expiration of the secondary term, the lessee or the Unit
Operator i{s then engaged in bona fide drilling or revorking opcrations on
gome pert of the lands embraced therein, any such lease shall remain in full
force and cffect so long as such operations are being diligently prosecuted,
and 1f they result in the production of Unitized Substances, said lcese shall
continue in full force and effect as to all of the lands embraced therein,
g0 long thereafter as Unftized Substances are produced in paying quantities
from any portion of said lands,

(h) The scgregation of any Federal lease committed to this agree-
wment {s governed by the following provision in the fourth paragraph of Sec.
17(j) of the Mineral Leasinz Act as amended by the Act of September 2, 1960
(76 Stat. 781-784): ‘Any (Federal) lease heretofore or hcreafter committed
to any such (unit) plan embracing lands that arec in part within and in part
outside of the area‘covered by any such plan shall be segregated into separate
leases as tu the liﬁds committed and the lands not cormitted as of the effective
date of unitization; provided, however, that any such lease as to the nonunitized
portion shell continue in force and effect for the term thereof but for not
less than two years from the date of such segregation and so long thereafter
as oll or gas {s produced in paying quantities."

SICTION 23. COVENANTS RUN WITH LAND, The covenants herein shall

be construed to be covenants rununinpy with the land with respect to the in-
terests of rhe parties hereto and thefr successers in interests until this

agreement terminates, and any prant, transfer, or conveyance of interest
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in land or lecases subject hercto shall bLe and hereby {s conditicacd upon

the assumption of all privileges and obligations lereunder by the grantee,
transferec, or other successor in interest., No assi: nment or transfer of

any Working Interest subject hereto shall be binding upon Unit Operator until
the first day of the calendar month after Unit Operator is furnished with

the original, photostatic or certified copy of the instrument of transfer;

and no assignment or transfer of any Royalty Interest shall be hinding upon

the Working Interest Owner responsible therefor until the first day of the
celendar month after sald Working Interest Owaner is furnished with the origiaal,
photostatic or certified copy of the instrument of transfer,

SECTION 24. EFFECTIVE DATE AND TERM. This agreement shall become

binding upon ezth party who executes or rati{fies {t as of the date of executfcn
or ratificetion by such party and shall become cffective as of the first-day of
the celendar meath next following:

(8) The execution or ratification of this agreement and the Unit
Operating Agrezment Ly Working Intercst Owners owning tracts with a combined
Phase II Unlt Zarticipation of at least efghty-five percent (857), and the
execution or mwtification of this agreement byARoyalty and Record Owners
owning interesis in tracts having a cocmbined fnterest of at least sixty-five
percent (65%) =f the loyalty and Record Interest in the Unit Area, calculated
on the basis of Phasc II Unit Partici{pation; and

(M) The approval of this agrecment by the Commissioner, the Super-
visor, and the Comnission;

(c) Lf (a) and (h) abave are not accomplished on or before
January 1,197, this agreement shall ipso facto expire on sald date (here-
inafter caLled‘%ﬁSLracion date") and thereafter be of no further force or
effect, unless ;rf;f thereto this agreement has been executed or ratified by
Working Interesi Owners owning tracts with & combined Phase II Unit
Participation of at least cighty percent (807%), and the Working Interest
Owners owafug tmcts with a combined Phase II Unit Participation of at least
sixty-{ive ;percent (G57%) comnitted to this gpreement have decided to cxtend
said expirariondate for a period not to excced six (6) months (hereinafter
called "extendet expiratfon date'), 1f sald expiration date is so extended
and (a) and (k) are not accorplished oun or beforc said extended expiration
date, this agrewment shall {pso facto expirc on saild extended expiration dete

and thereafter'te of no [urther force and effece.
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Unit Operator shall file at lsost one counter part ol this aziee-
ment for record in the office of the County Cler: of Lea County, New Mexico.
Within thirty (30) days after the eflcctive date of this agreement, Unit
Opcrator shall flle for record {n each i ice wucre a counterpart of this
agreement is recorded, a certificate to the effect that this agreement bas
becone effective according to {ts terms and stating further the eflectiva date.

The term of this agreement shall be for and during the time that
Unitized Substances are cr can be produced fn quantities sufficient to repay
the cost of producing same from the Unitized Land and choutld production cease
so long thereafter as drilling, reworking or other operatiocus te restore pro-
duction (including secondary recovery opevations) are prosecute:d thereon without
cessation of more than alnety (90) consccutive days, and shoul.d prodection
be restored so long thereafter as such Unitizel Substances can be produced as
aforrsalid,

This agreemcat may bLe terminated at sny time with the gpproval of
the Commissioner and the Supervisor by Worliing Interest Cuners owning tracts
with a combined Phase II Unit Participation of at least seventy five percent
(757.). lotice of any such termination shall be given by Unit Operator to
all parties hereto.

Upon termination of this ayrecment, the parties hereto shall be
governed by the terms and provisions of the leases and coutracts affecting the
separate Tracts.

If not otherwise covered by the leases unit{zed under this agreement,
Royalty Own:rs hereby arent Working Interest Owners a perind of six (&) months
after termination of this agreement in which to salvage, :cll, d{str{bute or
otherwise dispose of the personal property and facllities used in connection

Al
with Unit Operatioiﬁs.

SECTION 25. RATIZ OF PROSPECTI!IG, DEVELOPIENT A'ID PRODUCTION. All

production and the disposal thercof shall be in conformity with ellocations and
quotas made or fixed by any duly authorized person or regulatory body under any
Federal or State statute. The Dircctor i{s herchby vested with authority to alter
or modify from time to Lime, in hiis discrction, the rate of prospecting and
development and to alter or modify the quantity and rate of production under this
Agreement, such authority beinj hereby limited to alteration or modification in

the public interest, the purpose thereof and the public fnterest to be served
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thercby to be stated {n the order of alteration of modificaticn; providel,
further, that no such alteration or modification shall be cffective as to any
land of the State of New Mexico as to the rate ol prospecting and development in
the absence of the specific written approval thereof by the Commissicner and as
to eny lands of the State of New Mexico or privately-owned lands subject to
this agreement as to the quantity and rate of production in the absence of specff-
ic written approval thereof by the Commission.

Powers in this Section vested i{n the Director and Commissioner shall
only be exercised after notice to Unit Operator and opportunity for hearing to
be held not less than fifteen (15) days from notice,

SECTION 25. NONDISCRIMINATION, In connection with the performance

of work under this agreement, the Unit Operator agrees to comply with all of the
provisions of Section 202 (1) to (7) inclusive, of Executive Order 11246 (30
F.R., 12319), whick zre hereby incorporated by reference in this agreement.

SECTION 27. APPEARANCES. Unit Opcrator shall have the right to
appear for or cn behall of any and all interests aflfected hereby before the
Cormissioner, tha Tepartment, and the Cormissinn, and to appeal from any
order i{ssued undcr the rules and regulations of the Commissioner, the De-
partment, or the Cozaission, or to apply for relief from any of said rules
and regulations or in eny proceedings rclative to operations before the
Cormissioner, the Jepartment, or the Corraission, or any other legally con-
stituted authoritry; provided, however, that anv other interested party shall
also have the righz at his or its own expense to be heard in any such pro-
ceeding.

SECTION 2B. NOTICES. All notices, demands, objections or state-
ments required here?nder to be given or rendered to the parties hereto shall

2

be deemed fully gi:&a il made in writing and pcrsonally delivered to the
party or partics or sent by postpaid certilicd mall, addressed to such party
or parties at thrir respective addresses set forth in coannection with the
signatures herctp .o to the ratificatioun or coansent hercof or to such other
address as any suchparty or parties may have [urnished in writing to the
perty sending the notice, demand or statcment.

SECTION TB. NO WAIVER OF CERTAIN RIGHIS. Nothing in this agree-

ment contained shell be construcd as a waiver by suy party hereto of the
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right to asser? any legal or constitutional right or defense as to the
velidity or invalidity of any Federal or State lav or rule or regulation
fssued thereunder in any way affecting such party, or as a waiver by any
such party of any right beyond his or its autibority to waive.

SECTION 3U. WAIVER OF RIGHTS [0 PAUTITION. £Each party hereto

convenants that, during the existence of this agreement, it will not resort
to any action to partition the Unitized Formation or the Unit Equipment, and to
that extent waives the benefits of all laws authorizing such partition.

SECTION 31. AVOIDABLE Y. All obligetions under this agreemecat
requiring the Unit Opcrator to commence or continue secondary recovery operations
or to operate on or produce Unitized Substaances from any of the lands covered
by this agreement shall be suspended while, but only so long as the Uait
Operator despite the exercise of due care and diligence, is prevented from
corplying with such obligations, in whole or in part, by strikes, acts of God,
Federal, State or municipal law or agency, unavoidable asccident, uncontrollable
delays in transportation, irebility to obtain necessary materials im cpen
rmarket, or other matters beyond the feasonable control of the Unit Operator
whether similar to matters herein enumerated or not. HNothing herein shall be
construed to require Unit Cperator, against its will, to settle strikes.

SECTION 32, LQSS T E. In the event title to any tract of
unftfzed land shall fail so as to render the Tract not subject to thie agree-
ment and the true owner cannot be induced to join this Agreement, such Tract
shall be automatically regarded as not cormmitted hereto and there shall be
such readjustment of future costs and benefits as may be required on account
of the loss of such title. If a Tract ceases to be subject to this agree-
ment because of thﬁ failure of title, Unit Operator, subject to Section 14,
Tract Participatio:: hercof, shall recomputc the Tract Participation of each
of the Tracts remaining qualified for participation and shall revise Exhibit
Y'C" accordingly. The reQised exhibit shall be effective as of the first day
of the calendar month in which such failure of title is finaily Aetermined.

I0 title et 8 Vorkin: Interest fafls, the rights and obligations of
Workins Interest Owncrs by reason of the fallure of title shall be governed by
the Unit Dperating Aprccment., 1If title Lo a Royalty Interest fails, but the
Tract to which it relates remains qualified, the psrties vhose title failed

shall not be entitled to share hereunder with respect to such interest. 1o the



event of & title dispute as to any Royalty, iforking Interest or other in-
terest subject hereto, payment or dJelivery on account thereof may be withheld
without liebility or interest uantil the dispute is finally scttled; provided,
that as to State or Federal land or leases, no payments of funds due the State
of New lexico or the United States of America shall be withheld, but such funds
shall be deposited as directed by the Commissloner or the Supervisor (as the
cese may he), to be held as unearned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance with such
final settlement.

Unit Operator as such i{s relieved {rom any vresponsibility [or any
defect or failurc of any title hereunder.

SECTION 33. JOINDER IN DUAL CAPACITY. CLxecction ag herein provided

by any rarty eithcr as a Working Interest Owner or as a Royalty Owner shall

est.

SECTIOYN 34. NONJOINDER AND SUBSEWUENT JOINDER, If the owner of any

substantial {atevest In a qualj{{ed Tract fails or refuses to subscribe o1
consent tn this agreement, the owner of the lLoii.ing Interest in that Tract
may withiraw said Tract from this agreement ly written notice to the Super-
visor, the Cormissioner and the Unit Operator prior to the approval of this
agreexent by the Supervisor and the Comaissioner. Joiander by aay Royalty
Owner, &t aay tlme, must be accompanied by appropriate joinder of the cor-
responding Working Interest Owner in nrder for the iInterest of such Royalty
Owner to be regardesles effectively committed, Joinder to this agreement by
a Working Interest g&ner, at any time, must le¢ accompanied by appropriate
Joinder to the Unit Operating /grecement in order for such interest to be
regarded as effectively committed to this agicement,

Any oil or £as intefost in the Unitized Formation not comruitted
hereto prior to the effective date of this agreement may thereafter be com-
mitted hereto upon compliance with the applicable provisions of this Section
and of Section 15 (Tracts Quelified for Participation) hereof, at eny time
during a period of six months after the effective date of this agreement
on the same basis of participation as provided in said Section 13, by the

owner or owners thercof subscribing, ratifyiiz, or comsenting in writing to
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this egreement and, i{[ the interest is a lLiorking laterest, by the owner
of guch interest subscribing also to the Unit Operating Agreemenr.

It i{s understood and agread, however, that after such six months
the right of subsequent joinder as provided In this Section shall be subject
to such requirements or approvals and on such basis as way be agreed upen
by Horking Interest Owners owning tracts with Phase 1I Participation of at
least eighty percent (80%) and approval of the Supervisor and the Commissioner,
provided that the Tract participation of each previously qualified Tracc shall
remaln in the seme ratio one to the other. Such joinder by a proposed Work-
ing Interest Cwner must be evidenced by his execution or ratificaticn of this
agreement and the Unit Operating Agreement., Such joinder Ly & Royalty Uwner
aust be evidernced by his execution or ratification of this agreement end Eusz
be consented to in writing by the Working Interest Owner responsible for the
payzment of any benefits that may accrue hereunder ia behialf of such Royalty
Owrer.

Except &3 ray be otherwise herein provided, subsequent joinder to
this sgreement shall be effective the first day of the month follewing the
f1ling with the Cormissioner and the Supervisor of duly executed courter-
parts c¢f eny znd ell documents necessary to establish effcctive commitment of
any Tract oT izterest to this agreement, unless objection to such joinder by
the Comissioner or the Supervisor is duly made within sixty (60) days after
guch filing; provided, however, that as to State lands such subsequent joinder
nust be appromed by the Cuormmissioner.

It i expressly agreed by the parties hereto that the provisions
of this Sectfvx 34 are made subject to the provisions of Section 15 herein-
above set forth ani‘nothing contalned herein shall be construed in contro-
vention or derogat{&n thercof.

SETTION 35, COUNTERPARTS. This agreement may be executed in aay
number of counterparts, no one of which needs to be executed by all parties
end may be ratified or counsented to by separate instrument in writing
specifically xeferring hereto, and shall be binding upon all those parties
who have executzd such a counterpart, ratification or consent hereto with
the same force aad effect as 1f all parties had sivned the same document,

and regardless of vhether or not it {s exccuted Ly all other parties owning

or clalzlng an {nterest fn the land within the abowve described Unlt Area.



SECTION 36. TAXES. The Working Lnterest Owners shall render
and pay or cause to be rendered and paid for their eccount and the account
of the Royalty Owners all valid taxes on or measurcd by the amount or value of
the Unitized Substances produced, gathered and sold from the land subject
to this agreement. The Working Interest Owners in cach Tract may charge the
proper proportion of seid taxes to the Royalty Owners having interests in
gald Tract, and wmay currently retain and deduct sufficlent of the Unitized
Substances or derivative products, or net proceeds thecreof, from the allocated
share of each Royalty Owaner to secure reimbursement for the taxes so paid.
No taxes ghall be charged to the United Statcs or the State of New Mexico
or to any lessor who has a contract with his lessee to pay such taxes,

In order to avoid title faflures which might {ncidentally cause
the title to a Working Interest or Royalty Iunterest to fail, the owners
of (1) the surface rights to each committed 7Tract, (2) severed mineral or
Poyalty Interest in sald Tracts and (3) improvements located In said Tracts
rot utfllzed for Unit operations shall individually be responsible for the
rendition and assessment, for ad valorem tax purposes, of all such property,
and for the payment of such taxes, except &8 otherwise provided in any
contrect or agreement between such owners and a Vorking Interest Owmer or
Cwners. If any ad valorem taxes are not paid by such owner responsible
therefor when due, Unit Operator may, at any time prior to tax sale, pay
the same, redeem such property and discharge such tax liens as inay arise
through non-payment. In the event Unit Operator makes any such payment
or redeems any such property from tax sale, Unit Operator shall be reim-
bursed therefor by the Working Interest Owners in proportion to their
respective Unit Pigticipations then in effect, and Un{t Operator shall
withhold from any‘?}oceeds derived from the sale of Unitized Substances
otherwige due to sald delinquent taxpayer or taxpayers an amount suffi-
cient to defray the costs of such payment or redemption, such withholding
to be distributed among the Working Interest Owners {n proportien to their
respective contributions toward such payment or redemption. Such with-
holding shall be without prejudice to any ovtner remcdy, cither st law or
in equity, which may be available for exercise by the Unit Operator or

by the Working Interest Owners.
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SECTION 37. CONFLICT OF SUPERVISION, Meither the Unit Operator

nor the working Interest Owner, nor any of them, shall be subject to any
forfeiture, termination or expiration of any rights hereunder or under any
leases or contracts subject hereto, or to any penalty or liabiliry on
account of delay or faflure in whole or in part to comply with any appli-
catle provisions therecf to the extent that the said Unit Operator or the
Working Interest Owners, or any of them, are hindercd, delayed or pre-
vented from complying therewith by reason of failure of the Unit Operator
to obtain, {n the exercise of due diligence, the concurrence of proper
representatives of the United States and proper representatives of the
State of New Maxico in and sbout any matters or things concerning which
it 1s required herein that such concurrence be obteined, The parties
hereto, including the Cormission, agree that all powers and authority
which by any provisions of this agreement are vested in the Commission
shell be exercised by it pursuant to the provisions of the laws of the
State of New Moxico and subject in any case to appeal or judicial review
28 may now or hereafter be provided by the laws of the State of New Mexico.
SECTION 38. NO PARTNERSHIP. The duties, obligations and
1iabilities of the parties hereto are intended to be several and not joint
or collective. This agreement i{s not intended to create, and shall not
be construed to create, an association or trust, or to impose a partner-
ship duty, obligation or liability with regard to any one or more of the
parties hereto. Yach party hereto shall be individually responsible for its
own obligations as herein provided.

SECTION 39. NO SHARING OF MARKET. This agreement {s not in-

tended to providei'and shall not be construed to provide, directly or
indirectly for any cooperative refining, joint sale, or marketing of
Unitized Substances.

SECTION 40. BORUER AGREEMENTS. Unit Operator, with concur-

rence of Working Interest Owners having & combined Phase II Unit Partici-
pation of sixty five percent (657) or more, may, subject to approval of the
Supervisor, enter into a border-protection agreement or agreements with the
Working Interest Owners of lands not subject hercto, when saild agreements

provide for cperations des{gned to increase ultimste recovery, conserve
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ratural resources, and protect the parties and their {nterests.
IN WITNESS WHEREQF, the parties hereto have caused this agree-
went to be executed and have set opposite thei{r respective names the

date of execution.

ATTEST: SKELLY OIL COMPANY
By:
Assistant Secretary Vice President
Date: UNIT OPERATOR
NON-OPERATORS

STATE CF NEW MEXICO )

) Ss
COUNTY OF LEA )
The foregoing instrument was acknowledged before me this day of
, 19 , by , Vice Presf{dent for

SFELLY OIL COMPANY, on behalf of sald company.

My Commission Expirtes: Notary Public

Q!

=
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Exhibit "A" - Page 2

tYERS LANGLIE-MATTIX UNIT
LEA COUNTY, NEW MEXICO

XEY
Trect Tract
No., location No. Location
1 B~4 28 c-1, C-2 & D-2
2 B-4& 29 D-1
3 D=4 30 B-3
4 D-4 31 B-3
5 D-4 32 B-3
6 B-1 33 B-3
7 B-2 34 D-3
8 B-1 35 D-3
9 F-2 36 D-3
10 F-2 37 D-3
11 F-2 38 D-3
12 F-1 39 G-2
13 F-1 40 G~2
14 c-3 41 G-2
15 c-3 42 G-2
16 E-4 43 B-4
17 D-4 44 B-4
18 D-4 45 B-4
19 D-4 L6 c-4
20 c-4 47 c-4
21 c~4 48 c-4
22 D~4 49 c-3
23 F-3 50 E-3
24 F-3 51 E-3
25 F-3 52 E-3
26 C-2 & D-2 53 E-3
27 c-1, £-1 & L-2 54 E-3

Location
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Exhibiec "
Myers Langlie-Mattix Unit
pPage 3

Serial No, Basic Royalty
Tr. Description No. of and Lease Owner and Lessce of Record Overriding Royalty Working lnterest
No. of Land Acres Expiration Date Percentage and Percentape Owner and Percentape Owner and Percentape
5 T23S - R37E 40,00 LC-030187 USA - All Gulf 0141 Corporation Sabine Royalty Corporation Tow Brown Drilling Company =
Sec. 28: SW/4 NW/4 H.B.P, Step Scale 100% 0.12500% 18.750007
12.5% Marshall & Winston Inc, - 0. A, Bourg Drilling
0.,125007 Company - 6,250007%
Elks National Foundat{on = R, DeChicchis Estate -
0.05626% 25.000007
Boys Club of America = Elder Estate - 50.000007%
0,05626%
e Shattuck School - 0.056267%
New Mexico Boys Ranch, Inc, -
0.056267
Regents University of New
Mexico~0,05626%
Marie Jane Devoss ~ 0,281207%
Ermett D. White - 0.093757
Robert J. Leonard - 0,09375%Z
Midwest 0il Corporation -
0.500007
Timothy T. Leonard - 0,09375%
Patrick J. Leonard - 0,093757%
First Nat'l, Bank of Rochester,
Trustee-0.09375%
Gulf 01l Corporation - See
Attach, ¢1 - Tract 5
Myrtle M. Olson = 0,09375%
6 T245 - R36E 40.00 LC~030467 (a) USA - All Estate of Danlel Vaughan See Attachment No, 1 - Atlantic Richfield Company -
Sec. 12: SW/4 NW/4 H.B.P, Schedule C deceased 1007 Tract 6 25.000007%
Chevron Oil Company -
25.00000%
Continental 011 Company -
25,00000%

Amoco Production Company -
25.000007
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Exhibit "B"
Myers Langlie-Mattix Unit
Page 17

Serial No,

Basic Royalty

Tr, Description No, of and Lcase Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentage and Percentage Owner and Percentage Owner and wmﬂnnrnaMo
45 Cont'd. Fluor Corporation-

3.125007%

Edward A. Gould -
0,130217

Ima Hays - 0.52083%

FPirst Nat'l, Bank of
Oregon, A/C J. A.
Haynes-0.032557

Frank Haynes-0.162767

Frank Haynes, Gdn. for
J. R. llaynes -
0,130217%

W. C. licntzler-0.016287

G. M. Jinkins-0,520837%

Y. D. & Lillian B
Jones=-0,500007,

Rose Kendall & Richard
W. Kendall, Exec, of
Est, of William J.
Kendall, dec,-0,09765%

Nina O, Lankford -
1.56250%

Arne S, Maki-0.065117%

J. Hiram Moore=0,016287

Fannie Mclntire-0.006147 -

Mary Margaret Parr -
0.008147%

W. A, Pructt-0,62500%

Mary lLee S, Reese -~

0.03906%

Virginias Lee Saunders -
0,13021%

Woodlan Perry Sauunders-
0,039067%

George P, Senner-0,065107

Mrs, S. S. Stinson -
1.0641677%

Jenie 5troll - 0,016287%



Exhibit "8"
Myers lLanglie-Mattix Uait
Page 18

Tr, Description
No, of Land

No. of
Acres

Serial No.
and Lease
Expiration Date

Basic Royalty
Owner and
Percentage

Lessce of Record
and Percentape

Overriding Royalty
Ovwner and Percentage

Working Interest
Owner and Percentage

45 Cont'd,

46 "~ T23S - R3ITE

Sec., 30: lots 3 & 4

75.78

Superior 041 Co.-
3.87500%

F. K. Warn Est, -
0.19531%

W. Verde Watson -
0.052087%

Annabel & R, R,
Winninghom -
0.520837%

Chas. T. Bates, Gackle 01l Company-1007
Jr.-0,468757%

James R. Bates-
0,468757

K. C. Bates -
0.468757

Theodocia G.
Batcg~1,640627

Warren J. Bates -
0.46875%

Edwin G, Bradley
0,19531%

Don Cowden-0,097667

Jewell Morrow Cowden,
Extrx, of Est. of
Felix Miller Cowden,
decd., - 0.097667,

Mary Cowden - 0,097667

William Leo Cowden -

0.19531%
Catheri{ne L, Dumracse
Reich - 3,515637%
Linda L. Hammond -
0.097667.

Mobil 011 Corporation -
3.12500%

General Crude 011 Company
3,125007%

Clay Trusts #618-1, 2 & 3 -
23.333337%

Margaret B. Clay - 26.666677%

George R, Dentley -
3.333337,

Merchants Nat'l, Bank of
Terre Haute, Tst, for
John M. Bentley, decd, -
3.33333%

Managewent Trust Compa&ny =
10,000007%

Gackle 011 Company -
3.333347%



Exhibitc “B"
Myers Langlie~Mattix Unit

Serial No.
and Lease
Expiration Date

Basic Royalty
Owner and
Percentage

Lessee of Record
and Percentage

Overriding Royalty
Ovmer and Percentape

Working Interest
Owner and Percentage

Page 19

Tr. Description No, of
No. of Land Acres
46 Cont'd,

Martha Watkins
Harris-0.06510%

Ima Hays-0.097667

G. M. Jenkins -
0.19531%

Reginald H. Johnson
Charles G, Schirmer,
John D. Woodfin, Jt.
Tenants & Tsts,., for
Brewster Trust -
0.78125%

R. E. King-0.292977

Morelle Kluss-0,.195317%

Helen Magruder
Kolliker-0,146487

Mra, Clyde W, Miller-
0,06510%

Fluor Corporation -
1,562507

Fort Worth Nat'l, Bank,
Tst. for Roy S.
Magruder (Trust 1059)-
0,146487,

Myrtis Dean Watkins-
0.065107%

Annabel Winningham-
0.097667,

Elizabeth Woolworth-
0.260627,

May Woolworth-
0,32552%

First Nat'l. Bank of
Roswell, Tat. Under
Allie M, Lee Tr. of
1/1/66-0.292977

-

a4



Exhibit "B"
Myers lLanglie-Mattix Unfit
Page 20

Serial No. Basic Royalty .
Tr. Description No. of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentape and Percentage Owner and Percentape Owner and Percentage
46 Cont'd, Shriners Hos-
pltal for
Crippled
Childred -
0.097667%
47~ T235 -~ RI7E 120,00 Chas. T. Bates, Gackle 0{1 Company~-1007 J. C. Maxwell - 3,12500% Clay Trusts $618-1, 2 & 3 =
Sec, 30: N/2 SE/4, . Jr.-0.468757% J. E. Simmons - 3.125007 14.166677
NE/&4 sw/4 James Ray Bates = Margaret B. Clay = 14,1666..
0.468757% W. J. Clay - 28,33333%
K. C. Bates - Management Trust Company =
0.46875% 10.00000%
Theadocia G. Gackle 0{1 Company =
Bates-1,640627 33.33333%
Warren J. Bates -
0.46875%
Edwin G. Bradley -
0.195317%

Don Cowden=-0,097667%

Jewell Morrow Cowden,
Extrx. of Est. of
Felix Miller Cowden,
decd.-0,097667

Mary Cowden-0,097667% =

Willigm Leo Cowden =
0,19531%

Cstherine L, Dumreocse
Reich ~ 3,51863%

Linda L., Hammond -
0.097667%

Martha Watkins llarris -
0.06510%

Ina Hays - 0,097667%

C. M. Jenkins - 0.19531%

Reginald H. Johnson,
Charles G. Schirmer,
Johin D, Woodfin, as Jt,
Tenants & Tste . for DBrewster
Trust= 0.78



Exhibit "B" '
Myevrs Langlie-Mattix Unit
Page 21
Serial No. Basic Royalty
Tr. Description No, of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentape and Percentage Owner and Percentape Owner and Percentage
47 Cont'd. R. E. King =
0.292977%
Mozelle Kluss -
0,19531%
Helen Magruder Kolliker-
0.146487%
Mrs. Clyde W. Miller-
0.06510%
Fluor Corporation -
1.56250%
Port Worth Nat'l. Bank,
Tst., for Roy S. Magruder
(Trust 1059)-0.14648%
Myrtis Dean Watkins -
0,06510%
Annabel Winningham-
0,09766%
Elizabeth Woolworth~
0,260427
May Woolworth -
0.32552%
FPirst Nat'l, Bank of
Roswell, Test. Under
Allie M. Lee Trust of
1/1/66-0.292977%. “en
Shrinecrs Hosp. for
Crippled Children~
0.09766%
48 T23S - R37E 80.00 Nov. 25, 1927 Chas, T. Bates, tHerbert Herff - 100% None Great Western Drilling Co., =
Sec, 30: SE/4 sw/4, Jr.-0,468757% 100.000007,

SW/4 SE/4

James Ray Bates-
0.46875%

K. C. Bates -
0.46875%

Theodocia G, Bates =
1,640627%
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Serfal No. Basic Royalty

Tr. Description No. of and lecase Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentape and Percentage Owner and Percentape Owner and Percéntage
48 Cont'd. Warren J. Bates-

0.468757%

Edwin G. Bradley-
0.195317%

Don Cowden-0.097667%
Jewell Morrow Cowden,
Extrx. of Est. of
Felix M{ller Cowden,

decd, = 0.09766%
Mary Cowden-0.,09766%
William Leo Cowden ~

0.195317
Catherine L, Dumracse

Reich - 3,515637%
Linda L, Hsmuwond -

0,097667%

Martha Watkins Harris-

0.065107%,

Ima Hays=0.097667
G, M, Jenkins-0,195317%
Reginald H, Johnson,

Charles G. Schirmer,

John D. Woodfin, 85

Jt, Tenants and Tsts,

Por Brewster Trust -

0,781257%

R. E. King=-0,29297%
Mozelle Kluss-0,195317
Helen Magruder Kolliker-

0,146487,

Hrs., Clyde W, M{ller-

0.065107.

Fluor Corporation -

1.562507,

Fort Worth Nat'l. Bank,

Tst.-0.146487

3!
L



Exhibit *B"
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Serial No, Basic Royalty
Tr. Description No. of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
Mo, of Land Acres Expiration Date Percentape and Percentage Owner and Percentage Owner and Percentage
48 Cont'd, Myrtis Dean
Watkins-0.065107
Annabel Winningham-
0.097667
Elizabeth Woolworth-
0.26042%
May Woolworth =~
0.32552%
First Nat'l, Bank
of Roswell,
Trustee~0,292977
Shriners Hospital for
Crippled Children -
0.09766%
~
49 T235 - R3ITE 315,88 Chas, T. Bates, Gackle 01l Company-1007 See Attachment No, 1 - Cities Seurvice 01l Company-
Sec. 31: Lots 1 & 2, Jr.-0.338547 Tract 49 25.000007
E/2 NW/4, James Ray Bates- Reserve 011 & Gas Company -
NE/4 0.338547% 3.125007%
K. C. Bates - Fluor Corporation =
0.338547% 3.125007
Theodocla G. Bates~- Clay Trusts #618-1, 2 & 3 -
1,18490% 19.479177%.
Warren J. Bates~ Margaret B. Clay-19.479177
0.33854% i Management Trust Company -
Edwin G, Bradley- 6.875007%
0.19531% Gackle 011 Company =
Don Cowden - 22.916667%
0.097667%

Jewell Morrow Cowden,
Extrx, of Est. of
Felix Miller Cowden,
decd,.-0,097667%

Mary Cowden-0,097667

William Leo Cowden-
0.19531%

Catherine L, Dumraese
Refch-2,539067%
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Serial No, Basic Royalty
Tr., Description No. of and Lease Owner and Lessce of Record Overriding Royalty
No. of Land Acres Expiration Date Percentage and Percentage Owner and Percentage
49 Cont'd. Linda L. Hammond -

0.097667.
Martha Watkins Harris-
0.06510%

Ima Hays - 0.097667%

G. M. Jenkins -

0,19531%

Reginald H. Johnson,
Charles G. Schirmer,
John D, Woodfin, as
Jt. Tenants & Tsts.
For Brewster Trust -
0,781257%

R. E. King~0,292977%

Mozelle Kluss-0,195317%

Helen Magruder Kolliker-~
0.146487,

Mrs, Clyde W, Miller-
0.065107,

Fluor Corporation -
0.39063%

Fort Worth Nat'l. Bank,
Tst. for Roy S.
Magruder (Trust 1059)-
0,146487%

Myrtis Decan Watkins -
0,06510%

Annabel Winningham -
0.09766%

Elizabeth Voolworth -
0.260427,

May Woolworth-0,32552%

Firgt Nat'l. Bank of
Roswell, Tst, under
Allie M, Lee Trust of
1/1/66-0.2929
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Serial No. Basic Royalty
Tr. Description No. of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentape and Percentage Owner _and Percentage Owner and Percentage

49 Cont'd, Shrincrs Hospital for
Crippled Children-
0.09766%
Cities Service 0il
Company-3.12500%

50 T23S - R37E 280.00 Sept., 27, 1913 Mary M. Sivalls Resler & Sheldon - 100%Z Gulf 01l Corporation - Resler & Sheldon - 100,000007%
Sec, 33: WNW/4, W/2 Combs-0.52085% 6,250007%
NE/4, SE/4 Gordon M, Cone-
NE/4 1.041707%
Betty Rae Sivalls
Davis-0.52085%
Hary Ann Deen-
0.05780%
Edith E. Davis
Fanning-5.208407,
Alan Iscrn =
0.116107%
Carolyn Isern -
0.11610
E, D, Isern -
0.231207% :
Edward Isern, Jr.-
0.05780%
Marian Iscrn -
0.11560% o
Mabee Royalties,
Inc.~-2.34380%
Bonnie H. Morrison
0.346907%
North Central Of{1
Corp.-1.041707
W, A. Yeager & J.
M. Arwstrong -
0.78120%




(&Y
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. Serial No, Basic Royalty .
Tr. Description No. of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentage and Percentage Owner and Percentape Owner and Percentape
51 T23S - R37E 40,00 Edith E, Davis Resler & Sheldon =~ 100% None Resler & Sheldon - 100,000007
Sec. 33: NE/4 NE/4 Fanning=-
14.062507%
Mabee Royalties,
Inc.-3.515637
W. A. Yeager &
J. M. Armstrong-
1.17187%
52 T23S - RITE 80,00 Geraldine Davis W. K. Byrom - 100% None W. K. Byrom - 68,750007

Sec, 33: N/2 su/4

Walker -
0.03255%

Pauline Davis Stone-
0.03255%

Joyce D. Shurmon-
0.03256%

Billy G. Davis -
0.03255%

Marjoric Cone Kastman,
Gdn., of Est, of
S. E. Cone = 0,491337

Edith E. Davis
Fanning-2,994797%

Jennle D. Young -
2.994797

Mary Lee Mclnnia-
2.994797%

J. G. Davis Est.-
1,711317

Bertha Davis-2,99479%

Charles L. Cobb -
0.010927%

Owen W. Mcivhorter -
0.010927,

Hubert E. Cone =~
0,140387,

3!
-

Charles B, Read - 6,25000%
R. G. McPheron - 25.000007
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Tr. Description
No. of Land

No. of
Acres

Serial No.
and Lcase
Expiration Date

Basic Royalty
Owner and
Percentage

Lessce of Record
and Percentage

Overriding Royalty

Owner and Percentage

Working Interest
Owner and Percentage

52 Cont'd.

53 T235 - R3I7E
Sec. 33: SW/4 SW/4

40.00

Adeline Cone-
0,644347,

Frank Batecman-
0.322887

James L. Taylor-
0.33691%

C. M. Ncal -
0.14018%

W. D. Girand, Jr.-
0,140387

Polk Shelton-
0,016387

Emuett Shelton-
0.01638%

Florence Louise
Woods=0,322887%

North Central Ofl
Corp.-1.263487%

Lavena lloward, Iadv.
& Indept. Extrx. &
Tst. of Est. of
L. A. Howard-0.01092%

Jerome T. Hanners, Adm,
of Est, of G. T,
Hanners-0,621147,

Geraldine Davis
Walker~
0.,032557

Pauline Davis
Stone~-0.032557%

Joyce Davis
Shurmon-0,032567,

Billy G. Davia-
0.023255%

Marjorie Cone
Kastman, Gdn, of
Est. ol S, E,
Cone-0,491337%

W. K., Byrom - 1007 None

3!
-

W. K. Byrom - 68,75000%

Charles B, Read =«
6.250007

R, G. McPheron =
25.000007%
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Serial No. Basic Royalty
Tr. Description No, of and Leasc Owner and Lcssee of Record Overriding Royalty Working Interest
No, of land Acres Expiration Date Percentage and Percentape Owner and Percentapc Owner and Percentape
53 Cont'd, Edith E. Davis

Fanning=2,994797%

Jannic D, Young-
2.994797,

Mary Leec McInnls-
2.99479%

J. G. Davis Est,.-
2,994797%

Bertha Davis-
2,994797

Charles L, Cobb-
0.01092%

Cwen W, McWhorter-
0,010927,

Hubert E. Cone- -
0.140387%

Adeline Cone-0,444347,

Frank Bateman-
0,32288%

James L. Taylor-
0.336917%,

C. M. Neal-0,140387

W, D. Girand, Jr.-
0,14038%

Polk Shelton-0.016387% _

Emmett Shelton- -
0,016387

Florence louise
Woods-0.32288%

Lavena lloward, Indv.
& Indept. Extrx. &
Tst. of Est, of L. A,
Hownrd-0.01092%

Jerome T. Hanners, Adm.
of Lst, of G, T.
Hanners=0.421147,



Exhibic "B"
Myers Langlie-Mattix Unit
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Tr. Description
No, of lLand

No. of
Actes

Ser{al No.
and Lcase
Expiration Date

Basic Royalty
Owner and
Percentape

Lessee of Record
and Percentape

Overriding Royalty
Owner and Percentape

Working Interest
Owner and Percentage

54 O 1235 - RITE
Sec. 33: SE/4 SW/4

55 T235 - R3JTE
Sec. 33: N/2 SE/&4

40,00

80.00

Chase Manhattan Frank Bateman = 100%
Bank, Specisl
Acct. F NC -
0.892867%

Bertha Davis -
2,08333%

Hary Lce McInnis-
2.08333%

Ed{th E. Fanning-
2.08333%

Magnolia Davis -
0,29762%

Jerry Glynn
Davis -0.446437%

Terry Wayne Davis-
0.44643%

Jerome T, Hanners,
Adw. of Est. of
G. T. Hanners~0,292977%

Jennie D, Young -
2,08333%

Flora B. Davis -~
0.097667%

Joyce Davis
Shurmon -
0,42318%

Geraldine Davis
Walker-0,42318%

Billy G. Davis-
0,42317

Paulfne Davis
Stone-0,423187

Frank Bateman-
0.224597.

Charlce L. Cobb-
0.06761%

Getty 011 Company - 1007

Genevieve Crabb - 2,578127%

R. C. Crabb, Jr. -
0.85938%

First Nat'l., Bank of
Midland, Atty. {n fact
for John Ed Crabb -
0.859387%

Helen Crabb Seline -
0.85937%

Paul L. Davis - 3.43750%

Lonnie Kemper - 12,50000%

None

Frank Bateman =- 100,000007

Getty Oil Company =~
100.000007,
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Serial No. Basic Royalty
Tr. Description No, of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acres Expiration Date Percentare and Percentagpe (nmer and Percentage Owner and Percentage
55 Cont'd, Mrs, Richard A,

Combe~-0,520847,
Gordon M. Cone-
1.04167%
Hubert E, Cone=-
0.09767%
Adeline Z. Cone~
0.29620%
Betty Rae Sivalls
Davis-0.52083%
Jerry Glynn Davie-
0.,446437%

Magnolia Davis-
0.29762%

Terry Wayne Davis~
0.446427,

Mrs. T. E. Davis-
2,083347%

Edith D. Fanning-
2,083347%

W. D. Glrand, Jr.-
0.097657%

Mary E. Hanners-
0.29296%

lLavena lloward, Indv,
& Ind. Exec, & ok
Trustee of Est. of
L. A, loward -
0.007617%

Mar jor{e Cone Kastman,
Gdn. of Est of §. E.
Conc-0.34178%

Mary lce Mclnnis-
2.083347%

Owen W. Mclhorter-
0,00761%



Exhibit “B"
Myers langlie-Mattix Unit
Page 31

Serial No. Basic Royalty
Tr. Description No, of and Lecase Owner and Lessee of Record Overriding Royalty Working Interest
No, of Land Acres Expiration Date Percentage and Percentage Owaer and Pexcentage Owner _and Percentape

55 Cont'd. C. M. Neal -
0.09766%
North Central Ofl
Corp.-0.89285%
Enmett Shelton -
0.01141%
Polk Shelton =
0.011417,
Joyce Davis
Shurmon=
0,03255%
James L. Taylor-
0.117187
C. F. Taylor &
L. Taylor -
0.,11719%
Geraldine Walker-
0,03255%
Florence Loulse
Woods-0.224597
Suspense=0,06510%
56 ~ T235 = R3ITE 30.00 Frank Batceman- Johnson & French - 1007% Getty 01l Company ~ Joehason & French -
Sec. 33: S5/2 SE/4 0.22459% 10.93750G7% 50.00000%
Charles L. Cobb- Atlantic Richfield Company =
0.007617% ok 50,0000G7%
Mrs. Richaxd
A. Combs -
0.520847,
Gordon M. Cone
1.04167%
llubert L. Cone-
0.097577,
Adeline Z. Cone-
0.29620%
Betty Koe Sivalls
Davis-0.52083%
Jerry Giyan Davis-
0.640437, }
Magnolia Davis- 0 797627




Exhibit "B"
Myers Langlie-Mattix Unilt

Serial Ho.
and Lecase
Expiration Date

Basic Royalty
Owner and
Percentape

Lessee of Record
and Percentage

Page 32

Tr. Description No. of
No. of Land Acres
56 Cont'd.

Terry Wayne Davis-
0,446427,
Mrs. T. E. Davis -
2.083347
Edith D. Fanning-~
2.083347.
W. D. Girand, Jr.-
0.097657%
Mary E. Hanners-
0.292967
Lavena llowatrd, Iundv,
& Ind, Exec. &
Trustee of Est, of
L. A. Howard -
0,007617%
Harjoric Cone Kastman
Gdn. of Est, of
S. £E. Cone-0,34178%
Mary Lee Mclnnls -
2.08334%
Owen W, McWhorter-
0,007617%
C. 4. Neal -
0.09766%
North Central 011 .
Corp.~0.892857%
Emmett Shelton-
0.011417
Polk Shelton-
0.011417%
Joyce Davis
Shurwon-0.03255%
James L. Taylor-
0.11718%
C. F. Taylor & L.
Taylor-0,117197%
Geraldine Walker-
0.03255%

Overriding Royalty
Ouner _and Percentape

Working Intecrest
Owner and Percentage



Exhibit "B"
HMyers Langlie-Mattix Unit

Serial HNo.
and Lecase
Expiration Date

Basic Royalty
Owner and
Percentape

Lessee of Record
and Percentage

Overriding Royalty
Owner and Percentage

Working lnterest
Ovner and Percentage

Page 32

Tr. Description No, of
No. of Land Acres
56 Cont'd,

Terry Hayne Davig-
0,446427

Mre. T. E. Davis -
2,08334%

Edith D. Fanniag-
2,083347,

W. D. Girand, Jr.-
0.09765%

Mary E. Hanners-
0,292967%

Lavena lioward, Indv,
& Ind. Exec. &
Trustee of Est, of
L. A. Howard -
0.00761%

Mar jorie Cone Kastman
Gdn, of Est. of
S. E. Cone~0,34178%

Mary Lee McInnis -
2,083347%

Owen W, McWhorter-
0.007617%

C, l{. Neal -
0,09766%

North Central 0O{il
Corp,.-0,89285%

Emmett Shelton-
0.011417,

Polk Shelton-
0.011417

Joyce Davis
Shurmon-0,032557,

Jamcs L. Taylor-
0.117187%

C. F. Toylor & L.
Taylor~0.117197%

Ceraldinc Walker=-

0.03255%%
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Serial No, Basic Royalty
r. Description No. of and Lease Owner and Lessee of Record Overriding Royalty Working Intercst .
do, of Land Acres Expiration Date Percentape and Percentage Owner and Percentage Owner and Percentage
56 Cont'd. Florence Loulse
Woodsa-0.22459%
Suspense-0.06510%
57 '~ T24S ~ R37E 37.95 Feb, 16, 1950 Jim Camp - Mobil 01l Corporation - None Mobil 011 Corporation -
Sec. 6: lot 4 3.12500% 1007 50.00000%
General Crude General Crude 011 Cowpany =
011 Cowpany ~ 18.75000%
2,34375% Citfes Service 01l Company -
Cities Scrvice 25.000007
011 Company- Clara Dwyer Estate -
3,12500% 3.125007 (Suspense)
Mobil 041 Corp.- Gertrude C. Mitchell
3.125007% 3,125007% (Suspense)
Clara Dwyer Est.
0,390627%
(Suspense)
Gertrude C.
M{tchell =
0.390637
(Suspense)
~
58 T24S - RIJE 119,80 Dec. 17, 1942 Rose Eaves - Gulf 011 Corporation - None Gulf 0{l Corporation =
Sec. 6: Lot 3; SE/4 Dec. 23, 1941 2,08330% 1007 50.000007
NW/&4; SE/4 Effle Carter- - Cities Service 01l Company-
sw/4 2.083307 33.33333%
Powhatan Carter, Blanche McCallister -
Jr.-1.041707 8.333337%
Anderson Carter - Blanche McCallister, et al
1.041707. 8.33334%
Fluor Corpuration=
4,166707%
Blanche McCallfster-
1.04165%

Blanche McCallfster
Life Estate ~
1.041657%
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Tr. Deacription
No. of Land

No, of
Acres

Serial No.
and Lease
Expiration Date

Basic Royalty
Owner and
Percentage

Lessce of Record
and Percentagpe

Overriding Royalty
Owner and Percentape

Working Interest
Owner and Percentage

59 .. T2,S - R37E
Sec, 6: NE/4 SW/4

40.00

60 T24S - R3ITE
Sec, 5: lots 1 & 2;
s/2 NE/G

158,64

61 T24S - R3IJE
Sec, 4: Lots 1, 2
3, &; S/2

N/2

317.64

Nov. 16, 1943

Aug. 3, 1926

Aug 3, 1926

Joyce Christmas Gulf Oil Corporation -

Brown =~
7.81250%

B. A. Christmas,
Jr.~1.562507
Joyce Ann Brown-

0.625007%

B, A. Christmas,
Jr., Trustee
U/W of B. A.
Christmas -
2.500007%

Sabine Royalty
Corp, ~
3.125007

Edith Davis
Fanning =
7.812507%

Midwest Oil
Corp.~1.56250%

Midwest Ofl
Corp, =~
1.562507%

Jerry Glynn
Davis ~
0.78125%

Edith Davis
Fauning-1,024267

Charlecs L. Cobb -
0.00765%

Terry Wayne Davis
0.78125%

Jennie D. Young -
2.083337%

Owen W. McWhorter-
0,007657%

1007

Texsaco Inc. - 1007

Texaco Inc. = 1007

None

None

Gulf 0il Corporation =
100.00000%

Texaco Inc, ~ 100,000007%

Texaco Inc. = 100.,000007
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Tr. Description No. of
No. of Land Acres

Serial No.
and lease
Expiration Date

Basic Royalty
Owner and
Percentage

Lessee of Record
and Percentspe

Overriding Royalty
Owner and Percentape

Working Interest
Owner and Percentage

61 Cont'd,

Mary Lee Mclnnis-
1.302087%

Hubert E. Cone -
0,098387%

Bertha Davis -
2,08333%

Geraldine Davis
Walker=-0,093467%

Pauline Davis
Stone-0.093467

Joyce Davis
Shurwon-0.093467%

Billie Davie-
0.,093467%

Adeline Cone -
0,.29845%

Frank Bateman-
0,22628%

James L., Taylor-
0,11806%

C. M. Neal -
0.098387%

W. D. Girand, Jr.
0.098387%

Polk Shelton =
0.011477%

Emmett Shelton -
0.,011477% )

Florence Louise
Woods-0,245957

Lavena Howard,
Indp. Exrx, &
Tr. of Est. of
L. A. Howard -
0.00765%

Charley F. Taylor
& Lenora Taylor
JTWRS-0,118067%
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Tr.

{o,

Description
of land

No. of

Acres

Serfal No.
and Lease
Expiration Date

Basic Royalty
Owner and Lessee of Record
Percentape nnd Percentape

Owner and Percentage

Overriding Royalty

Working Ioterest
Owner and Percentage

61 Cont'd,

62

63

T24S =~

Sec.

T245 -

5:

RI7E

SE/4

RITE

Sec. 3: W/2 swW/4

Sec.

10:

WiZ NW/G,
E/2 SW/4

160.00

240,00

Sep. 9, 1926

April 29, 1926

Marjorie Cone
Kastman -
0.344347,

Mary E. llanners =
0,295157

Magnolia Davis-
0.52084

Continental Texaco Inc. - 100%
0il Co. -
0.507817,

Wallace W,
Irwin-0.781257%

Jennie D. Young-
7.812507

May Woolworth-
0,651047%

Elizabeth Wool=-
worth-0,520837%

Southern Calif,
Petroleum Corp.-
0.781257%

Republic Nat'l,
Bank of Dallas,
Trustee for A/C
of Langdell 011
Co.~1.,054697

Myrtis Dean Watkins-
0.130217

Mrs, Clyde W, Miller-
0,130217,

Martha Watkinas
Harris-0.130217

Amcrade lcss Gulf 0{l Corporation =
Corporation- 100.000007
0.390607,

Dorothy Gutman-
0.732407

None

None

-
”h

Texaco Inc, - 100,000007

Gulf 01l Corporation -
100,00000%
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Serial No, Basic Royalty
Tr. Description No. of and Lease Owner and lessee of Record Overriding Royalty Working Interest
No., of Land Acres Expiration Date Percentage and Percentaje Owncr and Percentage Owner and Percentage
63 Cont'd, Max Gutman=

0.244107

W. A, Yeager &

J. M. Armstrong-
0,.,78120%

Harry Arledge =~
0.048807,

Catherine L,
Dumraese -
0.390607,

Reginald H. Johnson
& John D. Woodfin,
Surviving Jt,
Tenants, The Brewster
Trust=-0,390607%

Edith G. Socolow-
0.244207

Theodocia G.
Bates-0,182307

Warren J, Bates-
0.05210%

Charlces T. Bates,
Jr.-0,05210%

Tina Levine-

0.09770% —
Kenneth C., Batecs- -
0,052107
Ethar Chism -
O- N\.\.\sON

Lucillc Chism
Batcs-0.03650%

Wilma Chism Lain-
0.036607%

Norma Chism
McCarthy-0,036507%
llary louise Nommnensen-

0.036607%
HMary Helen Sceton -
1.17190%
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Serial lio, Basf{c Royalty
Tr. Description No, of and Lease Owncr and Lessee of Record Overriding Royalty Working Interest
No. of lLand Acres Expiration Date Percentane and Percentage Owner and Percentaje Owner and Percentage
63 Cont'd, Southern Calif,

Petroleum Corp.
0.781307%

Joyce Christmas
Brown-0.19530%

Alfred E, Gutman-
0.2441067

Deltex Royalty
Co., Inc, ~
0.390607%

Thomas J.
Galbrafth=-
1.171907%

Effie Carter-
0,39070%

Powhatan Carter,
Jr.~0,195307%

Anderson Carter-
0.195307%

B. A, Christmas,
Jr.-0,09770%

Fluor Corporation-
0.78120%

James Ray Bates-
0.052107% -,

June D. Speight-
0.2390607%

Mary E. Voss, Ex,
of Est, of
. Walter Voss-
0.3906C7%

Thomas G. Voss-
0.390607%

Jcan Rovertson=-
0.39070%

\lay Enterprises
Inc.-0,390707

Daniel L. GCutman, Tst.
U/W of Max Gutman-
0,732407%

=
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Tr. Description No. of
No. of Land Acrces

Serial No,
and Lease
Expiration Date

Basic Royalty
Owner and
Percentagpe.

Lessec of Record
and Pcrcentape

Overriding Royalty
Owner and Percentage

Working Interest

Owner and Percept

ape

63 Cont'd.

]

64 T245 - R3I6E 80.00
Sec. 12: SW/4 NE/4,
SE/G NW/4

B. A. Christmas,
Jr., Gdn. of
Mary Theresa
Christmas =
0.024407,

B. A. Christmas,
Jr., Gdn. of
Bradford Ace
Christmas =~
0.024407,

B, A. Christmas,
Jr., Gda of
Candy Christmas-
0.024407,

B. A. Christmas, Jr.,
Gdn of Helen Jane
Christmas-0,02440%

Ella ¥, Allen Atlantic Richfield Company- None
0.09765% 1007,

Lem B, Allen
0.097657

Atlantic Rich=-
Ficeld Co,~-
1.171907,

Citics Service
0il Company-
3.125007

Cont {nental 011
Coupany =
0.390607,

Nann{e Cooper=-
1.562507%

Edson Petroleum
Company -
0.390607,

First Nat'l.

Bank, Trustee
A/C ¢#747-0,03900%

Atlantic Richfield C
100,000007%

ompany =



Exhibit 'p"
Myers Langlie-Mattix Unit

Serial No.
and Lcase
Expiration Date

Basic Royalty

Owner and Lessee of Record
Percentape and Percentage

Overriding Royalty
Owner and Percentape

Working Interest
Owner and Percentage

Page 40

Ty, Description No. of
No, of Land Actes
64 Cont'd,

General Crude
011 Company-
4,68750%

Helen Koenig
Graves -
0,000887%

Dena 1da Koenig-
0,00175%

Palmwer E. Koenig-
0.000877

La Glor{i{a 011 &
Gas Company-
0,781307

Frank 0. lLong-
0.000307

John Byron
McKean-0,042307,

Montana McKean =
0.03%007%

Myrtle M, Smith -
0.016307%

Dorothy M. Stein-
0,021207,

Jack Stieren -
0,004107

Nan McKean Taylor-
0,021207

Nora Walker -
0,000107,

Mre, Exor Megan,
Gdn. Est, of
Maude Eagle
¥louts-0.00010%

Mobil 011 Corp.-
4,68750%

Lucile M. Owens-
0.01630%



Exhibit "™
Myers Langlie~-Mattix Unit

Page 41
Serial No. Basic Royalty
Tr. Description No. of and Lease Owner and Lessee of Record Overriding Royalty Working Interest
No. of Land Acxes Expiration Date Percentape and Percentape Owner and Percentage Owner and Percentage
64 Cont'd, Elizabeth H.
Penn, Trustee-
0.09550%
Nancy Elizabeth
pPenson-0,28650%
Royalty Roundup,
Inc.-0.00090%
65 T T24S - R3I6E 80.00 Atlantic Rich-  Skelly 01l Cowpany - None Skelly 0Ll Company ~

Sec. 12: N/Z sW/4

field Co. =~ 1007
0.78125%

Cities Service
0{1 Company-
1.562507

Continental 01l
Company =
0.39063%

John A. & Nannie
Cooper-1,56250%

Edson Petrolcum
Co.-0,390637%

Dena Ida Koenlg, Indv.
& as Extrx, of Est,
of E. J. Koenig,
decd,~-0.003517%

La Gloria 011 & Gas
Co.~0,78125%

Lasca Inc.~1.00000%

E. B. McKean (Suspense)
0.19531%

Robert Lee Penn -
0.095497,

Hancy Elfzabeth
Penson~0.09549%

Joha J. Reywolds~
5.250007%

Jack Stieren -~
4.006077%,

Mrs. Hora Walker-
0.00014%

81.25000%

Atlantic Richfield Cowmpany -
6.25000%

Cities Service 011l Cowpany =~
12.50000%



Exhibit “B"
Myers Langlie-Mattix Unit
Page 42

Tr. Description No. of
No. of Land Acres

Serial HNo,
and Lease
Expiration Date

Basic Royalty
Owner and
Percentape

Lessee of Record
and Percentage

Overriding Royalty
Owaner and Percentape

Working Interest
Owner _and Percentage

65 Cont'd.

66 ™ T245 - RIGE 120,00
Bec, 12: N/2 SE/4,
SE/4 SE/4

Suspense-0.00013%
Lem B. Allen -
0.09765%
Ella Fulshear
Allen-0,097667%
Nancy Elizabeth
Penson-0,191047
First Nat'l, Bank
In Dallas & Vera
., Long, Ind.
Exec. of Frank O,
long, decd.
(Suspense)-0,000287
Royalty Roundup, lnc,.-
0.000477%

Amy Adams - Atlantic Richfield Company- None
0.468807% 1007

C. 0. Boyd-

1,406307%

Mabel Cooper-
0.468707%

Mrs. Gladys J.
Dean-0.046907,

Fluor Corporation-
1.562507,

Ethel Fuller-
0,468707%

tula liolden =
0.046907

Catherine Ivy-
0.046907%

Jack M. Johnscton
0.468707%

J. T. Kennedy, Gdn, of
Est. of Billy Fred
Kennedy-0.468707%

Odessa Lonkford -
0.468707,

{l

>

Atlantic Richfield Company =
100.000007,
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ATTACHMENT NO. 1
TO EXHIBIT "B"
UNIT AGREEMENT
M(ERS LANGLIE-MATTIX UNIT, LEA COUNTY, NEW MEXICO

Schedule of sliding scale overriding royalty Interests:

Tract 4

Gulf'e ORRI of 12.5%, suspended for amounts over 17,5% when average
production/well/day 15 15 berrels or less, or when gas production is
500 MCF or less.

Tract 5

Gulf has en ORRI of 12.5% on primary production and 257 on secondary
production, suspended for awmounts over 17.57% when average production/
well/day {s 15 barrels or less,

Trect €

Percentage (7)

Overridine Poveliy O-ner 7% * 57 **
Marshall & Winsten, Ine. 0.50000 0.33334
Southland Foyalry Co. 0.75000 0.50000
Mr. J. B. Boclksan 1,62500 1.08333
Ms, Selma E. &ndrevs 0.80557 0.53705
Frank Andrews Trust 0.69443 0.46295
Sabine Roysglty Corporation 0,50000 0.33333
Ms. Evelyn Stuzp Hill 1.62500 1.08333
Fluor Corporatien 1.00000 . 0.66667

7.50000 5.00000

*  luring the perfod or perfods when the aversge production per well
per cey is more than 15 barrels on the entire leasehold or any part
cof the ares thereof or any zone segregated for computation of
royelties,

** Durirg the period or periods when the aversge production per well
per cay is 135 barrels or less on the entire leasehold or any part
of the area thereof or any zone segregated for computation of
royalties.

Tracte 16 end 17

Gulf's ORRI 13 S7. when aversge production/well/day is over 15 barrels
or 500 MCF, reducible to 3.1257% when production falls below such amounts.

A
Tracts 19 and 22 S

Texaco's ORRI is 1/16 when daily aversge oil production is 40 barrels
or less, 3/32 when daily average oil productfon {s more than 40 barrels
but not more than 60 barrels and 1/8 when daily average oil production
is more then €O barrels. Override to be calculated on production from
the SW/4 Sectipn 29-235-37E, which covers both Tracts 19 and 22,
Texaco's override oa gas 18 1/8 of all gas produced from same quarter

section.
Tract 44

Gulf and Shell overrides are es follows:

When dally avg. oil prod.

per well per day is - The ovnership {8 =~

150 barrels «x more 1/8 geparately or 1/4 combined

75~150 barrels 1/16 separately or 1/8 coxbined

5575 barrels 3/64 eseparately or 3/32 combined

10-55 barrels 1/32 separately or 1/16 combined )
Hot more than 1D barrels 1/64 separately or 1/32 combined

Override on gas 1/8 of B/B of gas and ceeinghes ,as.



SECOND REVISION - L -CTIV® 7JUNE 1, 1876 (cCOf TCD 9/22/77)

L...IBIT "C" ]
NIT AGREEMENT
MYERS LANGLIE MATTIX UNIT
LEA COUNTY, NEW MEXICO

CHEDULE-OF TRACT PARTICIPATION

Tract Phase II
No. Tract Participation (%)
1 1.22311
2 .59021
3 4.16521
6 .64225
7 1.07386
8 .36086
10- 2.14022
11 .33405
12 2,07257
13 1.66580
14 1.54385
15 4.11596
16 L40945
17 1.19564
18 .3359%
19 - 2.49538
20 .15631
21 3.08133
22 2.00252
23 : .30552
24 .30468
25 .S1715
26 3,39996
27 2.63684
28 2.19345
25 1.02327
30 5.63333
31 .59616
32 : 1.22538
33 2.41311
34 2.57678
35 .08931
36 .33124
37 .76162
38 .15657
33 o .94333
40 . 2.65658
41 ) .39002
42 .27833
) .26781
44 1.2911¢4
45 ' Y .02187
46 - .4534¢6
47 .06561
48 ' .04581
49 3.29505
50 . 1.33259
51 .18398
52 .67176
53 : .31075
S4 ) .26871
55 ) .23648
56 ' 1.15151
57 , : 1.37678
58 .85761
59 1.43644
60 1.38687
€1 1.10778
62 2.00278
63 2.10707
64 1.50062

o e e e 191167



SCHEDULL OF TRACT PARTICIPATION
SZCOND REVISION

PAGE 2

Tract Phase II
No. Tract Participation (%)
66 ] 4.41344
68 . 3.85760
69 . 2.34135
20 . .27581
71 . .29746
72 . 1.85423
73 : .58021
74 1.06063
75 .50868
76 .75123
77 .18322
79 .38667
20 .71139
81 -91263

TOTAL ’ ’ 100.00000

L Ldd
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UNIT OPERATING AGREEMENT
MYERS LANGLIE-HATTIX UNIT

LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the first day of Janusry,
1973, by and between the parties who have signed the criginal of this
{nstrusent, & counterpart thereof, or other instrument agreeing to be
bound by the provisions hereof;

YWITNESSETH:

executed, as of the date hereof, an agreement entitled "Unit Agreecment,
¥yers Langlie-Mattix Uzit, lee County, New Hexico", hereln referred to es
"palt Agreezent", which, azong other things, provides for a seperate
esreezent to be entered into by Working Interest Ovners to provide for
the developzent eand operation of the Un{t Area;

NOW, THEREFORE, {n consideration of the putual agreezents hcre-
in set forth, it is esgreed 25 follows:

ARTICLE 1

CONFIRMATION OF UNIT AGREEMENT

1.1 Confi{rmation of Unit Agreement. The Unit Agreezent is

hereby confirzed and by reference made & part of this agreezent. The
definitions in the Unit Agreement are adopted for all purposes of
this agreement. If there {s any conflicg between the Unit Agreement

and this egreezent, the Unit Agreement shall govern.
1!

*-

ARTICLE 2
EXHIBITS

2.1 Exhibits, The follow{ng exhibits are {ncorporated
herein and made a part hereof,

2.1,1 Exhibits A, B & C of the Unit Agreement are

incorporated herein by rzference.

2.1.2 Exhibit D attached hereto, {s a schedule shoving
the Unft Participations of each Working Interest Owvmer for Phase I
and Phase I1 of Unit Operations. Exhibit D or a revision thereof,

shell not be ronclusive &8s to the information therein except it
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ghall be used as showing the Usit Parcicipations af the Working Iatercest
Ouners for purposes of this agreement until shovn Co be {n error or revised
as herein authorized,
2.1.3 Exhibit E, attached hereto, is the Accouncing Procedure
applicadle zec the development and operatlion of the Unic Area; {n the event
of ccnflict betveen this agreecén: and Exhibic D, this agrcement shall prevafl.
2.1.4 Exhiblt P, attached hereto are the assessments vhich may
be made agalnst the vorkiag fnteresc owners of certain non-usable vells listed
thereon as provided {n Article 10. In the evert the tracets for any of the wells
listed {n Exhibic “F" fail to quallfy for fnclusion in the Unit on the ef-
fective date herecf, Exhib{t "F" shall be revisz:d to delece cach such wvell
sr.d lte sssessment.

2.2 wRevislton of Exhib{ts. Whenever Exhibits A, B or C are revised,

Exniblt £ shall te revised accecrdingly and te effective as of the canme date.
Uatt Operatcr shall also revise Exh{bic D frow time Cc Cime as required te
confor= o changes In ownerchilp cf which Unic Operator has been rnotified a5
provided {n the Un{r Agreezent.

ARTICLE 3

SUPERVISION OF OPERATICHS
BY WORXING INTEREST CWN:RS

3.1 owver-ell Supervision. Worklng Interest Cumers shall exercise

over-&ll sucervislon and control of all matters pertaining to unit operations
pursuant €o thls sgreement &nd the Unit Agreement. In the exercise of such
authotrity, esch Working Interest Owner shall sct solely in lts oun behalf (n

the capacity of an {ndividual ovner and not on behalf of the owvners a5 &n

entirety.

3.2 Ssecific Authoricties and Duties. 1lhe matters with respect to
PRl

which the Working lnterest Cuners shall decfde ind teke action shall fnclude,

but not be ilimlited to, the follouing:

3.2.1 Hechod of Operation. The method of operation, {ncluding

any type of pressure maintenance, secondery recovery, ot other recovery pro-

gram to be employed.

3.2.2 Drilling of Wells. The drilling of any well vithin the

Unit Ares whecher for production of Uan{t{zed Substsnces, for use as an in-

Jection vell, cr for other purposes,.

3.2.3 Well Recooplecions and Change of Status. The recompletion,

abandonment, or change of atscues of any vell, or the uge of any vell for (n-

-2-



jectfon or for other purposes.

3.2.4 Expenditures. The making of any single expenditure
in excess of Fifteen Thousand Dollars (515,000.00); provided that, approval
by Working Interest Owners of the drilling, reworking, Qeepening, or
plugging back of any well shall (nclude approval of all necessary ex-
penditures required therefor, end for completing, testing, and equipping
the ssme, {ncluding necessary flow lines, separators, and lesee tankage.

3.2,5 Dispos{tion of Unit Equipment. The selling or other-

wige dlsposing of any major {tem of surplus Unit equipment, L{f the cur-
rent li{st price of new equipment similar thereto {s Three Thousand end
Pive Hundred Dollars ($3,500.00) or core.

3.2.5 Anpearance Zefore a Court or Regulatory Agency. The

des{gnating of & representati{ve to eppear before any court or regulatory
egency {n matters pertaf{ning to Unit Cperations; provided that, such
designaticn shall not prevent any Working Interest Owner st {ts own ex-

{n perscn or from designating enother representative

3.2.7 Audite. The euditing of the sccounts of Unit Operator
pertaining to unlt cperations hereunder; provided that, the audits shall
(a) not be conducted core then once each year

except upon the resf{gnation or resoval of
Unit Operator.

(b) be made at the expense of all Working ln-
terest Ovners other than the Working In-
terest Owner designﬁted as Unit Operator;
and
3

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

3.2.8 Inventories. The taking of periocdic inventories

under the terms of Exhibit E.

3.2.9 Technicsl Services. The author{zing of charges to

the joint account for services by consultants or Unit Operator's tech-
n{cal personnel not ccvered'b} the overhead charges provided by Exhibit
E.

3.2,10 Assignments to Commf{ttees. The sppointment of coa-

mittees to study any problems in connection with Un{t Operations.

1
3.2.11 PRemoval of Unit Operator and the Selection of a

Successor,
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3.2.12 Enlargement of the Unit Area.

3.2.13 Adjustment and Readjustment of Invescnents,

3.2.14 Terminarion of the Unir Agreement,

ARTICLE &

HANNER OF EXERCISING SUPERVISION

4,1 Desi{gnation of Representatives. Each Work{rng Interest

Owner 3hall in vrit{ng {nform Ua{t Operator of the natnes and addresses
of the representat{ve and alcternate who are authorized to Tepresent
and bind such Working Interest Owner vith respect to Uailt Cperacions,
The representative or alternate may be changed from time to time by
vritzen notlce to Lnlt Operator.

4.2 PMeetirgs. All meetings of thc Horking lnteresc Owners
shall ke called by CUnic Cperator upon its own metion cr at the reguest
of cne or more Ucrking lnrerest Ovners having 2 coteal Unic Participaticn
cf not less than ten percent (10%). MNo meeting shall te celled on less
than fourteen (l4) days' advance vritten norice, vith zgenda for the
meeting asttached, Working Interest Cwners who attend the rweeting shall
not be preveated frem émending {tems {ncluded in rhe agenca ecr freom
deciding the amended {tem or cther items presented at the meeting. The
represencative of Unit Operactor shall be chairman of each meeting.

4.3 Votlop Procedure. Working Interesc Owners shall decide

all rmatters coming before theom as follous:

4.3,1 Voting Interest. Each Work{ng Interesc Ciwner shall
have a voring intereest equel to its Un{c Parcicipetion in effect at the
tize such vote is taken,

L.3.2 Y?te Required. Except &8s may otherwise be provided
hereln or “in the Unit Agreement, Working Interest Owners shall acc upon
and determine all pacters coming before them by the affi{r=sati{ve vore of
three (3) or more Working Interest Qumers having a cocbined Voting
Interest of at leaa:'sixty-five percent (65%), provided that, should
any one Working Interest 6uner oun more than thirty~f{ve percenc (357)
Voting Interest, {ts negative vote or failure to vote shall not defeac
a8 motlon and euch motion shall pess {f such motion {s approcved by ‘.

majority of che Votlng Interest, and such affirmative vote shall be

controlling on sll parties.

lim



4.3.3 Vote at Meeting by Non-attending Workinz Interest

C-ners. Any Working Interest Owner not represented at a meeting may vote
on any {tem {ncluded {n the agenda of the meeting by letter or telegram
addressed to the chairman of the nmeeting provided such vote {8 received
prior to the submiss{on of such {tem to vote. Such vote shall not be
counted with respect to any iftem on the agenda which is amended a2t the
meeting.

4.3.4 Poll Votes. Working Interest Owners may vote on and
decide, by letter or telegram, any matter submitted {n writing to Work-
{ng Interest Owners, {f no meeting {s requested, as provided in Section
4.2, within ten (10) days after the proposal {s sent to Working Interest
O-mers, Unit Cperator will give prompt notice of the results of the voting
to all Working Ikterest Owners.

ARTICLE 5

INDIVIDUAL RIGHTS
OF WORKING INTEREST OWNERS

S.1 Reservation of R{ghts, Working Interest Owners severally

reserve to thezselves all thefr rights, except as otherwise provided
in this agreezent and the Unlit Agreement.

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

5.2.1 Access to Unit Area. Access to the Unit Area at

21l reasonable times to {nspect Unit operations, all wells, and the
records and data pertaining thereto,

5.2.2 Reports. The right to receive from Unit Operator,
upon written requeetu'copies of all reports to eny governmentel sagency,
reports of crude ofl ;Lns and stocks, {nventory reports, and all other
information pertaining to Unit operations. The cost of gathering and
furnishing infornation not ordinar{ly furnished by Unit Operator to all
Working Interest Owners shall be charged to the Working Interest Owmer
who requests the information,

ARTICLE 6
UNIT OPERATOR
6.1 LUnit Coerator. SKELLY OIL COMPANY {s hereby designated

as Unit Operator,



6.2 FPesignation or Fecoval. Unfit Operator may res{ign or be

resoved at any time under procedures prescribed fn Section 7 of the
Unit Agreecent.

6.3 Selection of Successor. Upon the resignation or removal

of a Uaft Operator, & successor Unit Operator shall be selected by Work-
{ng Interest Cwners in the manner prescribed {n Section B of the Un{t
Agreement. '

ARTICLE 7

AUTHORITIES AND DUTIES OF UNIT OPERATOR

7.1 Exclus{ve R{ght to Operate Unit., Subject to the provisions

of this agreement and to {nstructions from Working Interest O-ners,
Unit Operetor ehell have the exclusive right and be obligsted to concuct
Unit Qperations.

7.2 Worvzenlike Conduct. Unit Operator shall conduct Untt

Operations {n & good &nd workuanlike manner &s would & prudent operator
under the gaze or siciler circumstances. Unlt Operator shell freely
consult with Working Interest Owners e;d keep them {nformed of all catters
which Unit Operator, {n the exercise of its best judgment, considers
{zportent. Unit QOperator shall not be lisble to Working Interest Cwners
for de=ages, unless such dazages result froz its gross regligence or will-
ful cf{sconduct.

7.3 liens and Encucbrances. Unit Operator shall endeavor to

keep the leands and leeses in the Unit Aree free from all lf{ens and en-
cumbrances occasioned by Un{t Operations, except the lien as outlined
i{in Sectlon 11.5.

7.4 E::lover. The nunber of employees used by Usit Operator in

<
-

conducting unit operations. their selection, hours of labor, &and com-
pensation shall be determined by Unit Operator. Such employees shall be
the enmployees of Unit Operator,

7.5 Records. Un{t Operator shall keep correct books, accounts,

end records of Unit Operations hereunder and shell permit any party

hereto to exsmine 81l récords of same at any reasonable tirme.

7.6 Reports to Working Interest Owners. Unit Cperator shall

furnish to Workizg Interest (wvners perfodic reporte of Unit Operstions
a8 prescribed by the Working Interest Owners.

7.7 Reports to Governmental Authorf{ties. Ualt Operator shall

]
oeke all reports to governmental authorities that {t has the duty to



meke ag Untt Operator.

7.8 Engineering &nd Geological Information. Unit Operator

shall furnish to & Working Interest Owner, upon written request, a copy
of the log and other engineer{ng and geological date pertsining to wells
drilled for Unit Operations.

7.9 Expenditures. Unit Operstor {s authorized to make single
expenditures not in excess of Fifteen Thgusand Dollars ($15,000.00)
without prior approval of Working Interest Owners. 1f an emergency occurs,
Unit Operator may {maedfately make or incur such expenditures as in its
opinfon are required to deal with tge emergency. -Unit Operator shall
report to Working Interest Owners, as promptly as possible, the nature
cf the erergency and the action taken.

7.10 Wells Drilled by Unit Operator. All wells drilled by Unit

Operstor shell be et the usual retes preva{ling L{n the erea. Unit Cperator
ray exploy {ts own tcols and equipment under terms and conditions epproved

5 Interes: (Owmers.

E.1 Ad Valorem Taxes. Uait Operator shall, teginning with the

first celendar year efter the effective date hereof, make end file for
ad velorem tax purposes all necessary renditions and returns with the
proper taxing author{ti{es or governmental subdivisions covering &all resl
and personal property of each Working Interest Owner within the unitized
land and used or held by Un{t Operator in cornnection with the develop-
cent and_operation of the Uniti{zed Formétion. Any Working Interest Owner
dissatisfled with énz proposed rend{t{on or assesszent of {ts i{nterest
Y
in real or personal ?}operty, shall have the right, &t {ts own expense,
to protest and regist the same. All such ad valorem taxes due and payable
on account of real and personal property of each Working Interest Owner
in, on and under the unitized land uhiéh {5 used {n connection with Unit
Operations shall be paid by Unit bperator for the joint sccount {n the
sace manner as other c;}:s and expenses of Unit Operations; provided,
that {f the interest of 2 Working Interest Owner {s subject to separately
esecessed overr{ding royalty interest, production payment, or other {n-

terest {n excess of 1/8th royalty, such Working Interest Owner shell be

gilven credit for the reductfon {n taxes paid resulting therefron.
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Exhibic "p"
Myers Langlie-Mattix Unit

Page 14 .
Serial No, Basic Royalty
Tr. Description No, of and Lcase Owucert and Lessee of Record Overriding Royalty Working Interest
No. of lLand Acres Expliration Date Percentape and Percentage Owner and Percentage Ovwner and Percéntage
35 T23S - RJI7E 80.00 B-1167-12 State of New Shell 011 Company ~ 100Z Hone El Paso Natural Gas Coupany-
Sec. 32: N/2 sW/4 n.s.r, Mexico-All 100.000007.
36 T23S - R37E 80.00 B-165-1 State of New Texaco lnc. ~ 1007 None Texaco Inc. - 100,000007
Sec, 32: S$/2 sW/4 H.B.P, Mexico~All
37 T23S - R3I7E 80.00 B-85-11 State of New Amerada less Corp.~ 100% None Amcrada Hess Corporation
Sec, 32: S/2 SE/G4 H.B.P, Mexico-All 50.000007%
Skelly 0{1 Cowpany -
50,000007%
38 T23S - R37E 80,00 B-1327 State of New Skelly 041 Company = Nane Amcrada less Corporation
Sec, 32: N/2 SE/4 H.B.P. Mexico-All 1007 . 50.000007%
Skelly 0{1 Company
50.00000%
39 T24S - R3ITE 79.37 B-9974-3 State of New phillips Petroleum Co, - None ) Skelly 011 Coumpany
Sec, 2: lot 3, H.B.P, Mexico-All 1007% 100,00000%
SE/4 NW/4
40 T24S - R37E 159,39 B-9974-0rig. State of New Phillips Petroleunm Co, - None Skelly 011 Compaay
Sec. 2: lot 4, Dec. 10, 1942 Mexico~All 1007%
SW/t Nw/G, H.B.P.
R/2 sw/4
41 T24S - RI7E 80.00 B-9974-0tig. State of New rhillips Petroleum Co. - Robert E. Stripling = Skelly 01l Coupany
Sec., 2: 5/2 SW/4 H.B.P. Mexico-All 1007 2,050787% 100.000007,
James H. Steedman -
2,05078%
42 T24S - R3VE 79.35 B-9694 State of New skelly 0{1 Company - None Skelly Of1 Company
Sec. 2: lot 2, sW/4 H.B.P., Mexico-All 1007 100.000007%
NE/4

Thirteen (13) State Tracts Totaling 1,598,11 Acres - 16,10401% of Unit Artea




Exhibic "B"
Myers Langlfe-Mottix Unfic
Page 15

Tr. Description No. of
No. of lLand Acres

Scrial No,
end Lease
Expfration Date

Basic Royalty
Owner and

Percentape

Lessce of Record
nnd Percentage

Overriding Royalty
Owner and Percentafpe

Working Interest
Owner and Percentape

43 T23S = RIGE
Sec, 25: NW/4 NE/4

40,00

Nov. 28, 1948

FEE TANDS

Atlantic Rich-
f{cld Co, =~
5.85938%

Olive Bell -
0.195317,

Murk Campbell-
0.390637%

C. H. Crier -
0.195317%
Central Bank & Tr,
Des Moines, Gdn.
of Est. of Mrs.
Frank F. Faulk -

0.195317,

Fluor Corporation-
3.12500%

Ima lays - 1,562507%

W. C. Hentzler -
0.0488B37%

G, Jinkins -
1.562507

Nina O, Launkford =
1.562507%

Arne 5, Maki -
0.19531%

J. lHiram Moore ~
0.048827

Fannfe Mclntire -
0.0264627

Mary Margaret Parr-
0.026427,

Petroleum Corporation of
Texas ~ 1007

None

-
sl

Petrolcum Corporation of
Texas - 50,00000%

Rescrve Ol1l & Gas Compan
50.00000%



by
Exhibit "B" ‘
Myers Langlic-Mattix Uait
page 16
Serial No. Basic Royalty
Tr. Description No. of and lLcase Owner and Lessee of Record Overriding Royalty Working Interest
No. of land Acres Expiration Date Percentape and Percentage (ner _and Percentagpe Owner and Percentage
43 Cont'd, Tenie Stroll -
0.048337%
F. R, Warn Est. -
0.19531%
Annabel & R. R,
Winniogham -
1.56250%
44 T23S - RJI6E 40,00 May 1, 1930 Lee Cartev = Shell Petroleum Corp. Gulf 0Ll Corporation =~ Reserve 011 & Gas Company -
Sec, 25: NE/4 NE/G 8.33333% 1007, aliding scale¥ 50.000007,
Anderson Carter- Shell Canadian Explora- Mrs. V. M., Donnelly -
1.0641677, tion Company - sliding 50.,000007%
Powhatan Carter, scale¥*
Jr, - 1.041677 *Sce Attach, f1-Tract &4
Effie Carter -
2,08333%
45 T23S ~ RI6E 40,00 Nov, 28, 1948 Atlantic Rich-  Petrolcum Corporation None Petroleum Corporation of
Sec. 25: SE/4 NE/4 fteld Co. - of Texas - 1007 Texas - 25.000007
5.85938% Reserve 04l & Gas Company -
Olive Bell - 25.,000007,
0.130217% Superior O{1 Company -
Mark Campbell - 31.000007
0.19531% Chas. A. Dore - 10,00000Z%
J. E. Clark - — W. A, Prucrt - 5,00000%
0.130217% - F. D. & Lillian B. Jones -
Rosa B, Crew - 4,000007
0.130217,
C. U. Crier =~
0.065117%
Chias. A. Dore =~
1.25000%
Geo. R. Dunseath
0.065107,

Central Nat'l., Bank
& Tr., Des Moines,
lowa, Gdn, of Est.
of Mra. Frank F.
Yaulk-0,065107

Henry A, Felt 9765%



£.2 Orther Taxes, Each Working Interest O-mer shall pay or cause
to be patd ell production, severence, gathering, and other taxes icposed
upen or in reepect to the production or hendling of {ts share of Un{tized
Substances.
ARTICLE 9
INSURANCE
9.1 Insurence. Unit Operator, at all tizes while conducting
operat{ons hereunder, shall purchase or provide protection for the bengfit
of the parties hereto, ccaparable to that afforded under standard fom
policiea of insurance as follows:
(1) Workmen's Compensation and Ecployers' Liabil{ty insur-
ence providing benefits {n eccordance with the laws

of the State of New Mexico.

—~
ro
~r

General Public Liabtlity {nsurance with Bodily Injury
limits of $100,000 per person and $300,C00 per accident
end a Property Damage licit of $100,0C0 per eccldent.
(3) Autcmobfle Publle Liaéility Insurance with Eodily In-
jury lizits of $100,000 per person and $300,000 per
accident and & Property Damage limit of $50,000.

Unlt Crerator shall charge the joint sccount an amount not to
exceed the prezlux appliceble to the protection proviced in Paragrephs
1 and 2 ebeve.

Unit Operetor shall not provide any other kinds of insurance for
the benef{t of the partfes hereto except with mutuel written consent of
the parties,

Irsurence requirezents for contractors or sub-contractors shall be
left to the judgzent o¥ Unit Operator.

Should Skelly O{1 Compiny cease to be Unit Operator hereunder,
any rew Unit Operator shall carry Workmen's Compensstion Insurance &nd
General Public Liability and Automob{le Public Liability and Property

Dezage Ingurance with limits &8s above specified or es rutually agreed

upon by the parties hereéb.

ARTICLE 10

ADJUSTAMENT OF INVESTHMENTS

10.1 Personsl Property Taken Qver. Upon execution of this agree-

cent by the respective Working Interest Owners, each elects that {ts wells

as shown on Exhib{t "A" are hereby 'comuitted to the Uait. Upon the effective



dete hereof, but subject to Arcicle 12 and the other provisicns of this
Article 10, sa{d Working Interest Ownets ghall deliver to Unit Operator
the following:

10.1.1 Wells end Casing. All those wells shown on Exhibit

"A" {n Usable Conditfon together with that portion of all wells completed
or to be cozpleted by the Unit Operator in the Unitized Formation, which
are vsed or usable {n whole or {n part fpr production of Unftlzed Sub=-
stances or for injection or other purposes together with the casing
therein above the base of the Unitized Formatien. In dual cozpletion
wells, Unit Operator shall tske over &n und{vi{ded one-half tnterest in

the cesing to the base of the Unitized Formation where the Unitized

’y

or=atlon lles ebove the other formation in which the well (s co=pleted.
Where the other formstfon in vhich the well is completed lies sbove the
Unitized Fermation, Unit Operator shall teke over an undivided cne-half
{nterest {n the casing to the base of the other forzation end & full
tnterest halcw seld point.

10.1.2 Well and Lease Ecuipzent., The tubing in each such

well, the wellhead connections thereon, and ell other lease and cperating
equipcent that (s used {n the operation of such wells and which the Work-
{ng Interest Cwmers then determine mey be necessary or desi{reble for con-
ducting Unlt Operations.

10.1.3 Records. A copy of all producticn &nd well records
thaet pertain to such delivered wells.

10.2 Assessment in Lieu of Usable Well. Each of the Working

Interest Ovners nemed in Exhibit “F', in lfeu of delivering to the Ualt
the vells listed thegeon in Usable Condftion as of the effective cate

1
hereaof, does herewith bind {tself and agree to the folloving:

10.2.1 Schedule 1 - Assessments. Eech of the Working In-

terest Owners 1isteq under Schedule 1 of Exhibit "F" w{ll cdeliver its
wells listed thereunder to Unit Operator on the effective date hereof,
and each shall pay its-prOportLonete share of sny remedisl work approved
by the Working Interesg:owners and done to make any Schedule I well a
Usable Well, based on the ratio that {ts total assessments under Schedule
1 for {ts vells which are not Usable Wells on the effective date hereof
bears to the totel assessments under Schedule 1 for all the wells listed
thereon which are not Usable Wells on the effective date hereof. Unit

' .
Operator shall bill each Working Interest Owner who is obligated hereunder



from time to time for {ts share of the cost of remedial vork es such
work {g perforzed. Installatfon of casing to the top of the lLenglie-
Mett{x formation shall be initilated only after approval by the Working
Interest Ovmers 28 provided in Article 4 of this egreexent; provided,
however, that {f such casing i{s not installed within tvo years after
the effective date of this agreement, satd Installation shall be at
the expense of all Working Interest Own;rs rather than those listed {n
Schedule I of Exhibit "P". 1In no event shall any Working Interest Owner
be separately assessed hereunder an amount in excess of the total
assesezents under Schedule I shown opposite L{ts wells which ere not
Usable Wells cn the effective date of this agreezent. Any costs {n
excess cf those separately essessed hereunder shall be charged as Unit
expense.

10.2.2 Schedule JI -~ Assesszents. 1Tne Working Interest

Cwrers of thosze vells listedhunder Schedule I1 cof Exhibit "F' cay re-

tein for their cwm use, a8 tc forzeticns other than the Un{t{zed

Fermaticn, the wells l{sted thereunder. Any Working Interest Cwmer

vho fails to deliver as a Usasble Well on the effective date of this agree-
cent eny of the wells l{sted under Schedule II of Exhtbit "F' shall

be sssessed {n lieu thereof the amount set forth opposite such well.

The sssesszent mey be pai{d {n cash, for credit to the joint ecccunt, within
thirty (30) daye efter Phase II becomes effective, or may be paid out of
ei{xty percent (60%) of the production allocated to the tract, under

Phese 1I, on which such well {8 located.

10.2.3 Schedule II1 - Assesszments. Working Interest Owmers

cay, at aﬁy tize aftédr the effect{ve date hereof, deterzine that those
wells listed under Schedule III of Exhibit “F' which have not been coa-
pleted as Usaeble Wells prior to the effective date hereof, need to be
cozpleted as Usable Wells. When such determinatfon {s made, Unit Operator
shall make appropriate written demands on the Working Interest Owners of
the wells detemined nqéessary. Hithin thirty (30) days after such demend,
each Working Interest Owner upon vhom demand i; rade shall advise Unit
Operator of {ts electfon &s to the following:

A. Within ninety (90) days after dezand es provided

above, each Working Interest Owner upon vhoo demand

{8 rade shall cqoplete and equip, at {ts sole cost,
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risk and expense, a Usable Well. Upon cellvery to

Unft Operator of & Usable Well, an {nventory and

sdjustment of investment shall be effected in

accordance with the other provisfons of this

Arzicle 10,

B. Working Interest Ownera upon whoz cemand is made

under this Section 10.2.3 may, in lieu of furnish-

ing & Usable Well, elect to pay in cash to the Unit

Operator, for credit to the joint account, the exount

shown under Schedule II1 of Exhibit "P" cpposite the

vell for vhich demend is made. Payzent shall be cade

within thirty (30) days after receipt of demend for a

Usable Well,

%.3 Inventory. O0On the effective dete hereof, or 2& socn there-

efter &s feesible, Working Inzerest Osners tghall, et Unit expense, {n-
vertory the personal property taken ovér under Sectfon 10.1 &bove. Such
{aventcry ehall be limfted to concroll;ble raterial as defined by the
"Mater{al Cless{ficat{on Manual”, 1967 Print, issued by the Council of
Petroleum Accountants Soci{eties of North Azerica; provided hovever, that
for edjustzent purposes only, sucker rods, down-hole pu=ps eand other {tezs
as agreed vpon by the Working Interest O-ners will be treated the same
as controllable equipment. Alchough all casing shall be {ncluded in full
dete{l in the inventory, the value of the casfng for adjustcent purposes
shall be zero. Noncontrollable {tems which are om{tted from the {nventory
shall, nevertheless, be taken over by the Unit {f in use on the property,
As to any Tract, Un&& Operator shall notify each Worki{rz Interest C.mer
therein at leasc ;egz(IO) days prior to the teking of the inventory with
respect to suoch Tract, so that each of said Working Interest Owners may
ceke arzangements to be represented at the takiné of the {nventory. Fail-
ure of & Working Interest Owner to be represented at the taking of the
inventory shall, mevertheless, bind such Working Interest Ovmer to accept
the {nventory tekea by ;epreaen:atlves of the other Working Interest Ovmers.,

10.4 Inventory Evaluatfon and Approval. Unit Operator shall

furnish for epprowal by Working Interest Owners an {nventory reflecting

the following:
{e) A 1list of controllable mater{al end equipzent, except

. [} .
for mavexial and equipment required for production from non-unitzed

=11



forzations, ceemed necessary or desirable for Unit Cperations, The
material end equipment so listed shall be valued at eighty percent
(ECT) of the price basis prescribed for zaterial in Paragraph 2

of Article IV of Exhibit “E', the applicable conditions to be
frdicated on the {nventory; provided, however, that material and
equiprent not classified to be in condition B or C as specified

fn Paragraph 2 of Article IV of Exhibit E shall not be tsken over
by Unit Operator except by special agreecent with the owners of
sa{d equipment s approved by the Working Interest CO-mers.

(b) A list of mater{al and equipment serving the Unitized
Format{on deemed necessary by the Unlt Operator for the terporary
ccrmvenlenze of the Unit. Safd mater{al and equipment shell te
retaiced on 2 losn basis for a period of time not to exceed si{x
(€) zonths fro= and efter the effective date of this egreement

unless {rdividual arrengezent has been made for the further

(c) A list of the na:er(ai and equipzent which, although
taken over by ﬁnit Operetcr, is not, zs of date of subzission
of seid f{nveatory for Working Interest Owner approval, deezed
recessary or desirgble for Uni{t Operations.,

10.5 Ad{ustment of Irvestment, Upon approval by the Working

Interest Cwmers of the {nventory evalustion referred to in Sectfon 10.4
herecf, each Workingz Interest Owmer shall be credited vith‘the value sas
determined {n accordeance with Section 10.4 (a) above, of its interest
{n 8ll cater{al and equipment teaken over-by Unit Operator under Section
10,1 of thi{s azreement and charged with an asount equal to that obtained

1
by multi{plyirg the toéil value of all such materi{al and equipzent tsaken
over by Unit Operator by such Working Interest Owner's Phase II Unit
Partfcipation. 1If the charge esgeinst eny Working Interest Owner is
greater than the azount cred{ted to such Working Interest Owner, the
resulting net charge shall be paid and {n all other respects be treated
as any other item of UntE expense chargeable against such Working Interest
Owner. If the credit to sny Working Interest Owner {s greater than the
ezount charged egefinst such Working Interest Owmer, the resulting net credit
shall be paid to such Working Interest Cwmner by Unit Operator out of funds

received by {t {n settlement of the net charges described above.
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10.6 Removal of Non-Unit Equipment. Upon approval by the Wortking

Interest Ovners of the faventory referred to in Section 10.4 hereof, the
zaterlal and equiprent llsted as surplus as provided in Secticn 10.4 (c)
shall be reclatimed by the owner thereof and may be removed from the Unit
Area at any tize or shall be removed within a reasonable time after the
o-mers of such property have been requested to do so by Unit Operator
unless sa{d material and equipment are necessary for use by the owners
thereof in the opersti{on or development of horizons not unitized under

the Unit Agreement and this agreement. Materfal and equipment liscted
under Sectlon 10.4 (b) ehall be reclaimed and rezoved by the owner thereof
on request of Unit Operator.

10.7 Cenerel Facilfties, The scquisition of warehouses, ware-

rouse stocks, lease touses, cewps, facility systems, and office buildings
necessary for Unit Operations shall be by negotfation by the cwners therecf
and Unit Cperator, subject to the approval of Working Interest O-ners based

tpon thelr respeciive Phese 1T Unit Participations. There ghell bte ro

[

eZjuetment for lease roads or appurtenances thereto,

10.8 Owmershio of Personal Property and Facilittes, Each Working

Interest Owner shall, by virtue hereof, own an undivided interest in all
personal property and fazi{lit{es taken over or otherwise acquired by Unft
Operetor pursuant to this agreement, and seild undivided {nterest shall be
equel to i{ts Fnese II Unit Participation.

ARTICLE 11

UNIT EXPENSE

11.1 E2sis of Chargees to Working Interest Owners., Unft Operator

fnitially shall pay and discharge all costs and expenses incurred in the
{l

developrent znd cperation of the Unit Area. Each Working Interest Owmer

ghall relzburse Unit Operator for its proportionate share of all such

costs and expenses as follows:

11.1.1 Qperating Expense. Beginning at 7:00 A.M., on the

effective date hereof, all cperating expenses shall be shared by VWorking
Intereat Owners in accordance with their respective Unit Participation
as set out {n Exhibit "D uhich are {n effect at the tize said expenses

ere {ncurred,

11.1.2 Capftel Expenditures. Beginning at 7:00 A.M., on

-he effective date hereof, and thereafter during the life of this agtée’

1
cent, all capltal expenditures for development and for the purchase and



{rstallation of caterial classified as investment {tems shall be shared
by Working Interest Owners {n accordance wvith their respective Phase I
Unit Participactions as set out in Exhibit "D".

All cherges, credfts and acco;nting for costs and expenses shall
be governed bty Exhibit YE" or, when &pplicedle, the provisions of Secrion
11.1.2 hereof.

11.2 Budgets. Before or as soon &as practical after the effeccive
date hereof, Unit Cperator shall prepare a budget of esticated costs and
expenses for the remainder of the calendar year, and on or before the first
dey of each October thereafter shall prepare a budget of esti{cated costs
and expenses for the ensuing calendar year. Such budgets shall set forch
the estizated costs end expenses by quarterly periods. Eudgets €0 crepared
shall be estizates only end shall be subject to adjustment aad correction
by Working Interest Cwners and Unit Cperator from time to tize vhenever
it shall eﬁ;eer that an edjustment or correction {s proper. A copy of
such budget end gdfusted budger shall be promptly furnished esch Working
Interest Cwmer.

11.3 Advance Billings. Unit Operator shall have the right to

require Working Interest Owners to advance thelr respeccive.shares of
estizeted Unis expense by submitting to Working Interest C-mers, on

or before the 15th day of eny month, an Ltemi{zed estimate thereof for

the succeeding woath, with a request for payment {n advance. Within
fifteen (15) days theresfter, each Working Interest Owner ghall pay

to Unit Operator its share of such estimate. Adjustments between
esticated and actual Unit Expense shall be made by Unit Cperator st the
close of each celendar month, aad the accounts of Working Interest (wmers
shall be adjusted acc%;dtngly.

11.4 Commingling of Funds., No funds received by Unit Operator

under this agreement need be segregated or cmalnteined by it as & separate
fund, but may be commingled with {ts own funds.

11.5 lien of Un{t Operator and Workinp Interest Ovners, Each

Working Interest Quner é}ants to Unf{t Operator & lien upon {ts oil &nd gas
rights {n each Tract, its share of Unitized Substances when produced, and

fts interest {n 21l Unit equipment, &8 security for pay=zent of f{ts share of
Unit expense, tcgether with interest thereon at the rate of ten percent

(107.) per arnum. Unit Operator shall have the right to bring suit to enforce

collection of such indebtedness vith or without seeking foreclosure of thé
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li{en. 1a a2dditfon, upon default by any Working Interest O-ner {(n the pay-
ment of {ts shere of Unit cxpense, Unit Operator, without prejudice to other
existing remedies, shall have the right to collect from the purchascr the
proceeds from the sale of such Working Interest Owner's share of Unitized
Substanzes unt{l the amount owed by such Working Interest O-ner, plus {n-
terest as aforesaid, has been paid. Each purchaser shall be entitled to
rely upon Unit Operator's vwritten statement concerning the amount of any
default. Unit Operator grants a like lien to the Working Interest Owners,

11.6 Unpatd Unit Expense, If any Working Interest Owner fails to

pey Lts share of Ualt expense within sixty (60) days after renditlon of a
statesment therefoé by Unit Operator, each Working Interest Owmer agrees, upon
regquest by Unic Cperator, to pey its proportiorate part of the unpelc share
of Unit expense of the defaulting Working Interest Owvmer. The Working Im-
terest Cwmers that pay the share of Unit expense of e cefaulting Workring In-
terest Cwner shall be reimbursed by the Unlt Operaror for the zsount so pald,
slus any interest collected thereon, upon recelpt by Unlt Operetor of eny past
due ezcunt collected froz= the defaultfng Working Interest O-mer. Any Rorking
Interest Owmer so peying & defaulting Working Interest C-mer's share of Unft

expense shall be subrogated to the lien and rights herein granted Ualt Cperator.

11.7 Unco—citted Povalty. Should an owner of & Royalty Interest {n

any Trect fall tc become a party to the Unlt Agreement, and, as a result there-
of, the actual PRoyalty 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 zllocated to such Tract under the Unit Agree-
cent, the difference shall be borne by or inure to the benefit of Working
Interest C-mers in proportion to their respective Unit Participations; how-

X
ever, the difference to be borme by or fnure to the benef{t of Working In-
terest Owmers shall not exceed an amount computed on the bas{s of one-efghth
(1/8) of the diiferencg 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, If the Interest
of such Royalty Owner is an overriding royalty interest, production payment
or other interest conveyed out of a Worki{ng Interest, the obligation to make
the payzent or to otherwise satisfy such Royalty Owner shall be the sole
obligation of the Working Interest Owner or Owners whose i{nterest i{s burdened

thereby.
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ARTICLE 12

NON-UNITIZED FORMATIONS

12.1 Right to Operate. Any Working Interest C-ner that now

has or hereafter acﬁuires the right to drill for and produce ofl, gas
or other minerals, from other than the Unitized Formatlon, shall have
the right to do so rotwithstanding this agreezent or the Unlt Agreement.
In exercising the right, however, the Working Interest C.mer shall
exercise reasonable precauction to prevent unreasonable Iinterference
vith Unit Operations. Ho Working Interest Owmer shall produce Unitized
Substances through any well drilled or operated by 1t. 1If any Working
Interest Cuner drills any well {nto or through the Unitized Formation,
the UnitizeZ Formatlon shall te protected {n a manner sat{sfactory to
Working Interest O-ners so that the production of Unitized Substances
will not adversely be effected.

12.2 ¥iltinle Cormletions - Limitaticns. There ehall be no wells

{n the Unit Area cozpleted in core than two produclng fcr=etions, one of
which {s the Un{t{zed Formation, except under such terczs and conditions as
may be egreed upon by the Working Interest Owners.,

12.3 Joint Opereations Provided For. HMultiply completed vells

ghall be handled 25 follows:

12.3.1 PR{ghts of Unit Operator and Allocetion cf Cost Be-

tween Unitized end Non-Unit{zed Operatfons. Ualt Operator shall have the

right to operate that portion of multiply-completed wells which vere
.delivered to it pursuant to Article 10 above for production of Unitized
Substances or as {njection wells or for.any other purpose pursuant to

or in connection uith‘fhe Unit operations provided for heref{n. The
Working Interest Oune;-or Owners who own 011 and Ges Rights to any
formation other than the Unfitized Formation wherein any such multiply-
corpleted well {s s{tuated, hereinafter called “Other Operator, shall
have the right at its sole cost, risk and expense to operate that portion
of such well vhich {t has retained for the production of oil and gas

from such formation oth:r than the Unitized Formation, herefnafter called
“Other Formation". The cost and expense of operating a rultiply-completed
vell as to the Unit{zed Formation and keeping snd maintaining the personal
property delivered to Unlt Operator pursuant to Article 10, save and except

for casing, shell (e borne entirely by the Working Interest Owners of the
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Unit the saze 25 {f such well vere a single completion in the Unitized
Formation.

Except where circumstances and condf{tions warrant otherwise,
Unit Operator shall be entitled to install tubing of a size equal to the
tubing {nstelled and used for the Other Formation, {t beling the {ntention
hereby to provide that Unit operations shall not be subordinated to a
secondary or inferior status. ‘

12.3.2 Subsequent Completion in Formation Other than

Un{tized Formatfon. Ko well {in whi{ch the Unit owns e partial or full

interest may be subscquently completed or recompleted in another formation
without the consent cf the Working Interest QOuners.

12.3.3 WYorkovers or Other S{miler Coerations {n M:ltinlv-

Completed Wells. 1f efther the Unit Operator or Other Operator should
deslre to cenduct a vorkover, veconditioning or other operstlon which
would result in any {nterrupticn or cessation of opereticne being con-
ducted {n, upcn cr with respect to such well by the other party, then
the par:y desiring to undertake such oéera:ion shall first notify the
other party {n vriting at least f{fteen (15) days prior to cormencing
the prezesed cperation, setting out a complete and detailed description
thereof. Afrer the expiration of the fifteen (15) day period, cr
sooner {f rutually egreeable, the party desiring to undertake such
operations ray proceed in accordance with its proposal subject to any
amendrents or chenges which have been mutually agreed upon by the
parties during the fifteen (15) day perfod. Such operations shall be
performed in a good and workmanlike minner and, except as hereinafter
provided with respect to casing, at the sole cost, risk and expense
of the party unde;taéing the work. The party undertaking the vork
ehall at his sole cost, risk and expense make 2ll reasonable efforts
to restore the formation operated by the other party to the same works
ing conditlon and status of performance which existed prior to under-
teking the work. Except for gross negligence o; willful misconduct,
the party undertaking e;ch vork shall not be liable beyond the duty
{rposed by the preceding seatence hereof or responsi{ble for any damsges
to or loss of production from the formation operated by the party not
desiring to undertake the work, nor shall such undertaking party be

liable for any demage to the well or the casing.
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12.3.4 Maintenance of Casing. In the event ary casing repalrs

become necessary with respect to a mult{ply-completed well which are not
the result of workovers or other similar operations herelnabove provided
for, the Unit Cperator and Other Operator shall pay the cost of such re-
pairs in the folloving proportions: If the Unitized Formation lies below
the other formatien {n which the well is completed, the Unfit Cperator and
the Other Operator shall share equally the cost of any casing repalrs
necessary to the base of the other sald formati{on and the cost of any
repairs necessary from the base of the other said formation to the base
of the Unitized Formation ghall be borme solely by the Unit Operator;

If the Unftized Formation lles above the other formation in vhich the well
16 completed, the Unlt Cperator end the Other Cperator shall share equally
the costs of any necessary repeirs to the base of the Unitized Forzation
and the cost of &ny Tepairs necessary below the base of the Unitized
Formation sheall te borne solely by the Other QOperator.

12.3.5 PReplace-ent Wells, 1f es a consequence cf zny Ceeper

drilling, workover or repairs, =& replacémen: well has been prcposed by
the Uait Cperator, either the Working Interest Owners or the Other Operator
cay elect whether or not to participate in the drilling of such replace-
rent well 2s a multiple-completion well, In the event such & rcplacement
well s to be drilled, the cost of drilling the saze to the base of the
Unitized Formaticn shall be borme by the Working Interest Owners and the
Other Operator in equal shares, if the Unitized Formation lies above the
other forzation in which the well {s completed, and the cost of drilling
sald replacement well below the Unicized'Formation shall be borne by the
Other Operator. 1If tﬁe Unitized Formation lies below the other forzation
1
i{in vhich said replacé;énc vell {s to be completed the cost of drilling
the same to the ba;e of the other formation will be borne by the Workinmg
Interest Ovners and the Other Operator in equal shares, and the cost of
drilling eaid replacement well below the base of the other formation shall

be borne by the Working Interest Owners. The Working Interest Owners and

Other Operator shall each pay their respective cocpletion costs in any such

replacement well,

12.3.6 Communications Between Forzations. Unit Operator shall

be responsible for checking communications hetween the Unft{zed Formation

and any other Formatlon; provided, lowever, the Other Operator shall be
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actifiled at least twenty-four (24) hours prior to the teking of any

packer leakage tests and be perm{tted to have & representati{ve present {f
they should sc desire. The cost of any operation performed to remedy
cocmunfcation between zones will be borne equally by end between the Work-
{ng Interest Cwners and the Other Operator, or Operators, of such cor—unicat-
ing zone or zones.,

12.3.7 Abandonment., If either party should desire at any
time to abandon one of {ts operations fn a&ny multiply-corpleted well and
salvage {ts materfal and equipment therefrom, such party shell be bound
to give the other party at leasst a fifteen (15) day notfce in writing
prior to mekirg such abandonment and shall othervise proceed as provided
etove in Section 12.3.3, subject however to the terms and provisions of
Section 22.1. If both parties mutually sgree to abandon the well, the cost
of such etendeonment shall be shared equally.

ARTICLE 13
TITLES

13.1 WYerrenty and Indeonity. Each Working Intereet Cuner repre-

sents and verrants that {t is the owner of the regpective Working Interests
set forth opposite {ts name {n Exhibit "B" of the Unit Agreement, and hereby
agrees to indemnify end hold harmless the other;Uorking Interest bwners
from eny loss due to failure, {n whole or {n part, of {ts title to &ny such
interest, except failure of title arising out of Unit Cperaticas; proviced
that, such {rndennity and warranty shall be limited to an azount equal to
the net value that has been recelved from the sale or receipt of Unit{zed
Substances attributed to the interest as to which title fai{led., Each
fatlure of title will be deemed to be effective, insofar ss this agreement
!

{8 concerned, &s of CEE firat day of the celendar month in which such
faflure {s {inally)determined, and there shall be no retroactive adjustment
of Unit expense, or retroactive allocation of Unitized Substances or the
proceeds therefrom, as a result of ti{tle faflure.

13.2 Faflure Becadse oé Unit Operations, The failure of title to

any Worki{ng Interest in any Tract by rcason of Unit Operations, fincluding

non-production from euch Tract, shall not change the Unit Partici{pation of
the Working Interest Owner whose title failed in relation to the Unit Partic{-

pations of the other Working Interest Owners at the time of che title failure.
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ARTICLF_1l4

LIABILITY, CLAIMS, AND SUITS

14,1 Indi{vidual Liability. The duties, obligat{ons and liabllities

of Working Interest Owners shall be several and not joint or collective;
end nothing herein contalned shall ever be construed as creating a partner-
ship of any kind, joint venture, association, or trust ezong working Inter-
est O-mners. )

14.2 Settlements. Unit Operator may settle any single damage
clain or suit {nvolving Unlt Operations but not ifnvolving &n expenditure in
excess of Two Thousand Dollars ($2,000.00), provided the payment is in
cemplete settlezent of such clalz or sult. If the azount required for
settlement exceeds the above speci{fied awount, Working Interest Owners shall
assuze end take cver-the further handling of the claim or suft unless such
authority is expressly delegated to Unit Operstor. All costs snd expense
of hendling, sertling, or cthervwise discharging such clalz or sult shall

be an ftez of Unit expense. 1f a clainm ?5 cade against any wWorking Interest
Ourer or {f eny Working Interest Owner i{s sued on account c¢f any matter
ariging frez Unit Operations and over which such Working Interest Ovwner
individually hes no control because of the rights given Working Interest
Owners and Unit Cperator by this egreement and the Ualt Agreement, the Work-
ing Interest Cwner shall {zmedfately notify the Unft Cperator, and the claim
or suit shall be treeted as any other claim or suit {avolving Unit Operations.

ARTICLE 15

INTERNAL REVENUE PROVISION

15.1 1Internal Revenue Provision. Each Working Interest Owner

hereby elects that it §9d the cperati{ions covered by this agreczent be
excluded from the appli;ation of Subchapter K of Chapter 1 of Sub-title

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 {s hereby authorfzed
and directed to execute on'behalf of each Working Interest Owner such
additional or further evié;nce of the election as may be required by regu-
letions fssued under satd Subchspter K. Should the regulations require each
party to execute such further evidence, each Working Interest Ovmer aynrees

to execute or join i{n the execution thereof. The election hereby made and

the other provisfona of this paragraph shall apply {n like manner to
. ]
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applicable stacc laus, regulations, and rulligs aov {n effcct ct hereasiter
enacted chat have an effect similar to che federal provisiocas rveferred
to herein.
ARTICLE 16
HOTICES
6.1 Notices. all rocices required hereunder shall be in vriting
and shall e deemed to have deen properly sarved when sent by nail or
telegrem to the address of the representative of cach Working [ncerest
Ovner as fucnlshed to Unit Operator in accorcance with Sectlon 4.1 hereof
ARTICLE 17

HITHDRAWAL CF WORKINC INTESEST UWNER

17.1 +ithdrawal. 1f any Working Interest Uwvner so desires, it
mey withdraw from this agreesent by conveying, 2ssigning and transferring,

wirheut varranty of title elther express or implied, to the other Yorking

Interest Curers Whno do nof desite to vithdravw heredreo~, all of che former's

right, title 2nd interest (n &nd to (ts ledse or leases or cther cperating

rights (n the Un(C Atea insofar as said leese, leases or rzights pertain

co the Unltized F&rmat(on, together vith the vithdraving Working Interest

C-ener's {nterest {n 2ll vells, pipe lines, casing, lnjecticn eguipment,

facllities and other personal property used in conjunction vith the cevelop-

ment and operation of the Unit Area; provided, hovever, that such trensfer,

assignment or conveyance shall not relfeve said Working Interest Ovmer

fron any obl{gation or lied{lity {ncurred prior to the date of the execution

and delivery the£;of. The {nterest so transferred, assigned and conveyed

shall be taken and ovned by the other VWorking Interest Ovners {n proportion

to thetlr respective Phage II Unit Partfcipations. Afcer the executicn and
“

delivery of such transfer, ass{gnment or conveyance; the wicthdraving Work-

{ng Interest Onucrvshall be relieved from all further obligations and

1{ability hereunder and under the Unit Agreemenc. Thercupon, che right

of such Vorking Interest Owner to any benefits subsequently accruing here-

under and under the Unic Agreement shall cease; provided, that upen

delivery of said trensfer, 2ss{gnment of conveyance, the assfgnees (in

the rec{o of the respective interests so acquired) shall pay to the

seslgnot for {te {nterest in all jointly oumed equipment, casing and

other personal property the f&ir nec salvage value thcreof, less its

proporci{onate share of the costs of tetni{nating the Unit, es same s&re
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determiced and fixed by Work{ag Interest Owners. This Section shall not
prevent & Working Interest Owner from assigning, conveylng or othervise
transferring {ts {nterest, {n whole or {n paert, provided such ass{gnment,
conveyance or transfer {8 made subject to the tcrms of this egreement and
the Unit Agreement.

ARTICLE 18

CREATION OF NEW INTEREST

18.1 Creatfon of New Interest. If any Working Interest Owner

shall, after execuiing th{s agreement, create &ny overriding royalty,
productf{on payment, or other similar {nterest, hereafter referred to as
"new {nterest”, out of {ts interest subject to this agreement, such new
interest shell te scbjiect to all the terms and provisions of this agree-
zent. In the event the Work{ng Interest Owner owning the interest fren
which the new {nterest was creeted withdrews fron this egreezent cnder

the terms of Article 17, cr fails to pey any expenses and costs chargeable
to Lt under thils agreement and the precduction to the credit of such Worw-
{ng Interest Owner i; ineufficient for.that purpose, the owner of the new
{nterest will be 1l{able for the pro rata portion of all costs and expenses
for which the criginal Working Interest Cwner creating such new Interest
would have teen liable by virtue of his ownership of the new lnterest

had the saze not been transferred. In th{s event, the l{en provided {n
Secticn 11.5 zay be enforced against such new interest. If the owner

of the new {nterest beare & portion of the costs and expenses or the same
{8 enforced against such new interest, the owner of the new interest will
be subrogsted to }he rights of the Unit Operator with respect to the in-

terest prizerily chargeable with such costs and expenses.

ARTICLE 19

ABANDONMENT OF WELLS

19.1 Rights of Former Owners. If Working Interest Cwners decide

to asbandon permanently any well within the Unit Ares prior to termination
of the Unit Agreement, Unit Operator shall give written notice thereof to
the Working Interest OJAers of the Tract on which the well {s located, and
they shall have the option for a period of ninety (90) days after the
srnding of such noti{ce to aot{fy Unit Operator in writing of thei{r electf{on
to take over and own the well. Within ten (10) days after the Working

Interest OJners of the Tract have not{f{ed Unit Operator of their election

to take over the well, they shall pay Unit Operator, for credit to the
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folnt account, the amount estimated by Working Interest OwTers to be the
net salvage value 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 Forwation, and upon abandon-
cent to plug the well {n compliance with applicable laws and regulations,

19.2 Plugging, If the Working Interest Owners of a Tract do
not elect to take over & well located thereon which {s proposed for
abandonzent, Unit Operator shall plug and abandon the well in cocpliance
with epplicable laws and regulations.

ARTICLE 20
FORCE MAJEURE

20.1 Force Mafeure. 1In the event any party hereto is rencered
uneble, vholly or in part, by force majeure to cerry out its obligations
under this contract, other than the obligations to rmake peyment of worey
due hereunder, ft {s sgreed that upon such party's giving notice and
reascrably full particulers c¢f force majeure in vriting cor by telegragh
to the other parties hereto withi{n a r;asonable time after the occurrernce
of the cause relied upon, then the obligations of the party giving the
rotice, 5o far as they are sffected by force majeure, shall be suspended
during the continuance of any liebil{ty so caused, but for no longer period;
and the cause of the force majeure shall, so far as possidle, be recedied
with all reasoneble dispatch. The term '"force majeure' as eployed herein
shall cean eny ceuse not reasonably wi{thin the contrel of the party clain-
ing suspension.

ARTICLE il

EFFECTIVE DATE AND TERM

{1
21.1 Effective Date. This agreement shall become effective on

the date and at thé time that the Unit Agreement becomes effective.

21.2 Term. This agreement shall continue i{n effect so long
es the Unlc Agrecment remains {n effect, and thereafter untll (a) ell
Unit wells have been abandoned and plugged or turned over to Working In-
terest Ovners in accordéﬁce vith Article 22; (b) all Unit equipment and
real property acquired fgr the joint account have been disposed of by

Unit Operator {n accordence with instructions of Work{ng Interest Owners;

end (c) there has been a final accounting.
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ARTICLE 22

ABANDONMENT OF OPERATIONS

22.1 Termination. Upon termination of the Unit Agreement, the
follewing shell occur:

22.1.1 O©Of}l and Gas Rights. O0il and gas rights in and to

each separate Tract shall no longer be affected by this agreezmeat, and
thereafter the parties shall be governed by the terms and provisions of
the leases, contracts, and other {nstruzents affecting the separate Tracts.

22,1.2 Right to Operate. Working Interest Owners of any

tract that desire to take over and continue to operate wells located there-
on ray do 8o by paying Unit Operator, for credit to the joint sccount,
the net salvege value of the casing and equipment ia and on the wells taken
over, as estimated by Working Interest Owners, and by agreeing to plug
preperly eech well at such tize as {t {s abandoned.

22.1.3 Selvasing Wells, Unit Operator shall salvege as
=zuch of the cesing and equipment in or cn vells not teken cver by Working
Interest Owners of separate Tracts as ;an economically and reasonably be

selvaged, end shall cause the wells to be plugged and abandoned properly.

22.1.4 Cost of Salvaeping. Working Interest Cwners shall

share the ccst of salvaging, liquidation or other distribution of assets
and properties used in Unit Cperations in proportion to thelr respective
Unit Perti;ipa:ian as set out in Exhibit D.

ARTICLE 23

COUNTERPART EXECUTICN

23.1 Execution by Separate Couﬁterparts of Ratiff{cations, This

zgreement nay be executed {n any number of counterparts end each counter-
part so executed shaf& have the same force and effect as an original
instrument and as {f all of the parties to the sggregate counterparts
had signed the saze {nstrument; or, it may be ratiffed by & separate
lastrument Iin writing referring to this agreement. Each such ratificacion
shall have the force and effect of an executed counterpert and of adopt-
{ing by reference all p;bvisions hereof,

ARTICLE 24

SUCCESSORS A%D ASSIGNS

24.1 Successors and Assigns. The provisions hereof shall be

covenants running with the lands, leases, and {nterests covered hereby,
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2nd shall be binding upon end inure to the benefit of the respective
heirs, devisees, legal representatives, successors and assigns of the

parties hereto.
IN WITNESS WHEREQOF, this agreement is executed as of the date

f{rst sbove written.

ATTEST: SKELLY OIL COMPANY

By

Assistant Secretary Vice President

Date of Slgrature:
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STATL OF OXKLAMOMA )
) Ss
COUNTY OF TULSA )

The foregoing instrument vas acknowledged before me this
day of , 19 by

Vice President of SKELLY OIL COMPANY, a Delaware corporation, on bchalf
of said corporation.

My Commigsion explres: . Notary Public
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EXHIBIT 'D"
UNIT OPERATING AGREEMENT

HYERS LANGLIE-MATTIX UNIT

LEA COUNTY, NEW MEXICO

Working Interest Owner

£111ed Chemical Corporaticen
r=erada Hess Corporation
Arlene S. Anthony

Amoco Production Company
Atlantic Richfield Company
Frank Bateman

George R. Bentley

0. A. Bourg Drilling Company
Tom Brown Drilling Ccnpany
H. K. Byrom

Chevron O{l1 Cormpany

Citi{es Service O{il Company
Palph L. Clarcke

Margaret B. Clay

Clay Trusts 618-1, 2 & 3

W. J. Clay

Conka Production Compeany
Continental-Emsco Cozpany
Continental 0Ll Company
Crovn Central Petroleum Corporation
R. Delhicchis Estate

Mrs. V. M. Donnelly

Chas. A. Dore

Claras Dwyer Estate

F. W. Dye Estate

Elder Estate

El Psso Natural Ges Cozpany
Flag-Redfern 0Ll Ccmpany
Fluor Corporatien

Gackle 011 Company

GCeneral Crude Ofl Compeny
Cetty 0{l Company

Crest Western Drilling Company
Culf 011 Corporation

John H. Hendrix

Lazar Hunt

H. B. Hunt

W. H. Hunt

Johnson & French

Aubrey Kenyon

Michael L. Klein

F. D. & Lillien B. Jones

C. B. King Estate U
Frank D. Lortscher ~-
Ralph Lowe Estate
Management Trust Company
Blanche McCallister

R. G. HcPherson

Herchants National Bank of Terre Haute
Gertrude C. Mitchell

Hob{l O0{1 Corporation
Petroleum Corporation of Texas
W, A. Pruett

Charles B. Read

Reserve Oi{l and Cas Company
Resler and Sheldon

Herbert J. Schmitz

Charles T. Scott, Jr.
Robert C. Scott

T. J. Sivley

Skelly 01l Company

R. L. Summers

PERCENT

Phase 1

. 55869
6.17699
0.00000
6.21201
5.26996

.20003

.02816

.16486

49459
1.55489

L76713
2.01056
1.22629

.84250

L81434
0.00000

20424
1.16195
1.73554

.67790

65945

41299
0.00200

L05261

18428
1.31890
0.00000
2.41669
09902
1.00774

.31562

.46205
2.88702
7.68827

.25581
1.03064
2.,06130
1.03066

L5264

.05685

.25581
0.,00000

16857
0.00000

74190

.30232

.29047

L61688

.02816

.05260

.B4166

31649

0.00000
.10421
.82849

3.93863

0.00000

0.00000

0.00000
.19074

12.53466
.16599

Phase 11

1.01166
6.21268
0.08288
5.34004
9.53564
.26117
01469
05131
.15392
L BL4S8
. 64851
1.64622
73075
.75051
.73583
.01777
.09393
.58852
2.08825
.88783
.20523
.62812
.00209
.04186
,28249
L 61046
.08618
1.18850
10012
.50204
25116
.22939
2.54868
19.87767
.23951
1.51044
3.02090
1.51046
. 56001
.05322
.23950
,00084&
56499
. 24864
.57950
.27061
.13893
.23877
.01469
04186
66977
.13537
.00104
.05969
.86361
1.47473
.19891
.05268
08288
.38752
13.36943
T 08407



Exhibic "D"
Unit Operating Agreement
Pege Two

Vorkinz Interest Ovner

Superior O{l Company
Texaco Inc.

Texas Pac{ff{c 0{l Cocpany
J. E. Warren

Finn Watson

Unleased Interest

TOTAL

!

-

PERCENT

Phase 1

0.00000
8.80313
16.89701
.1B428
.20423

0.00000

100.00000

Phase 11

.00648
10.28603
12.96196

.282459

.09398

.27556

100.00000
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ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

I. GENERAL PROVISIONS

Delinltions

*Joint Property™ shall mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure’ is altached,

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

*QOperator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shail mean the nonoperaling parties, whether one or more.

“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.

**Parties” shall mean Operator and Non-Operators.

*‘Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual
as most recently recommenrded by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a conflict belween the provisions of this Accounting Procedure and the provisions of the ngree-
ment to which this Accounting Procedure is attached, the previsions of the agreement shall control

Collective Action by Non-Operators
Vhere an agreement cr other action of Non-Operators is expressly required under this Accounting Procedure
and if the agreement lo which this Accounting Procedure is attached contains no contrary provisions in regard
thereto, the agreement ¢r action of a majority in interest of the Non-Operators shall be contolling cn all Non-
QOperators.
Statements and Billings
Operator shall bill Non-Operaters on or belore the Jast day of each month for their proportionate share of costs and
expenses, for the preceding month. Such bills will be accompanied by staternen’s reflecting the total charges
and credits as set forth under Subparagraph.. ...C... ... below:
A. Statement in detail of all charges and credits to the Joint Account.
B. Statement of all charges and credits to the Joint Account, summarized by appropriate classificatlons indicative
of the nature thereof.
Statement of all charges and credits 1o the Joint Account summarized by appropriste clessifications indicative
of the nature thereo!, except that iterns of Contrellable Material and unusual charges and credis shall be detailed.

Payment and Advances by Non-Operators
Unless otherwis provided for in the agrcement. the Uperator may require the Non-Uperaton to advince their share of esti-
maled ca-h oullz{ for the succeeding month's operation. Operator shall adjust each monthly billing to reflect advunces
received from the Nun-Operators.

Each Non-Operator shall pay its pruportion of all bills within fifteen (15) days after receipt. If payrent is not made within
such time, the unpaid balance shall bear interest monthly at the rate of ten per cent (10%) per annum oc the mazimum con-
tract rate permitted by the applicable usury laws in the state in which the Joint Property is f:u(ed, whichever is the lesser.

Adjustments .

Payment of any such bills shall not prejudice Lthe right of any Non-Operators to protest or question the correctness
thereof: provided however, all bills and statements rendered to Non-Operators by Operatlor during any calendar
year shall conclusively be presumed to be true and correct after twently-four (24) menths following the end of any
such calendar year, unless within the said twenty-four (24) month period & Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be mazde
unless it is made within the same preseribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting from a physical irlvenlory of the Joint Property as provided for in Section VII.

Audits =-

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall hiave the right to audit
Operator’s accounts and records relating 1o the accounting hereunder for any calendar year within the twenty-four
(24) month period lollowing the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts 2s provided for in Paragraph
8 of this Section 1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable

e!ffort 1o conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator.

il. DIRECT CHARGES

Subject 1o llmitations herelnafter prescribed, Operator shall charge the Jolnt Account wlith the followlng Items:
Rentals end Royaltles )
Delay or o}htr rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account
of the Parties.
Labor
A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and sa{ancs or wages of technical employees who are temporarily sssigned to and directly
employed on the Joint Property.
B. Operator’s cost of holid;y. vacation, sickness and disability benefits and other customary sllowances paid to the
employees whose sahne_: and wages are chargeable to the Joint Account under Paragraph 2A of this Section 11
~d Pnragraph i of Section I1I; except that in the case of those employees only a pro rata portion of whose
laries and wages are charge_able to the Joint Account under Paragraph 1 of Section [II, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
under this Parlgraph 2B may be charged on 8 “When and as paid basis” or by “percentage assessment™ on the
amount of salarics and wages chargeable to the Joint Account under Paragraph 2A of this Section Il and Para-
graph 1 of Scetion 111, It pereentage assessment is used, the rate shall be based on the Operator's cost experience,



EXHIBIT "P"
UNIT OPERATING AGREEMENT
KYERS LANGLIE-MATTIX UNIT

LEA COUNTY, NEW MEXICO

ASSESSMENTS
Tract Lespe Neme and Well No.
No. Well location Working Interest Owner(s)
SCREDULE I
76 Sec. 9-T245-R37R Izperial Royeslty No. 1
SEJ4 Wi/4 Ralph Clarke
70 Sec. B-T24S-R37E Cooper No, 1
NE/4 SW/4 Continental Ofl Co=pany
6 Sec, 12-T24S-R36GE Vaughn A-12 Fed. Yo. 1
SA/4 KA/G Atlantic R{chfield Co=psany
Chevron OL{l Cocpany
Continental Of{1 Co=pany
Azoco Production Co=pany
33 Cec. 35-7235-F3EE J. R. YHolt B-State No, 2
E/4 SEfG Gulf 0il Corporaticn
12 Sec. 10-T2LS-R3TE Pattix B Fed, No. 2
NW/4 SE/G L. Hunt
N. B. Hunt
W. H. Hunt
12 SE/L SW/4 Mattix B Fed. No. 3
L. Hunt
N. B. Bunt
¥. H. Hunt
13 Sec, 10-T24S-R37R Mattix B-10 Wo. 1
SE/4 NA/4 L. Hunt
H. B, Hunt
W. H. Hunt
L4 Sec. 25-T23S-RI6E Carter No. 1
NE/4 NE/&4 . Hrs. V. M. Donnelly
-3 Reserve 0Ll & Gas Cocpany
80 Sec. 9-T245-R37E Lee Carter No. 1
SE/4 NE/4 Atlanti{c Richfield Cocpany
74 Sec. 9-T24S5-RITE Powler Halr No, 2
SW/b W/4 Atlantic Richfield Company
66 Sec. 12-T245-R36E " Toby No. 1
SE/4 SE/& Atlentilc Richfield Coopany
32 Sec. 36-T235-R3IGE " Hexico D No. 1
KW/4 SE/4 Skelly 01l Company
32 SW/4 SE/4 Hexico D No. 2
Skelly Of{l Company
68 Sec. 7-T24S-R37R Toby No., 1
SW/4 Sd/4

Skelly O{l Cocpany
1

W.1., Owmner(s)
Assessment

$ 6,058.00
$ 6,906.00
$ 1,456.50
1,456.50
1,456.50
1,456.50
$ 5,£26.00
$ 5,E72.CD
$ 1,473.25
2,946.50
1,673.25
$ 5,893.00

$ 1,455.75

2,511,.50
1,655.75
$ 5,823.00
$ 1,476.00
2,952.00
1,476.00
§ 5,904,00
$ 3,659.00
3,659.00
$ 7,318.00
$ 6,408.00
$ 6,423.00
$ 6,448.00
$ 5,843.00
$ 5,843.00
$ 6,307.00



Exhib{e "F"
vrers Langlie-Mattix Unit

e Two
Tract lease Name end Well No.
No. Hell Location Wogking Interest Owmer(s)
14 Sec. 31-T23S-R37E Blinebry "A" (NCT-1) No. 1
Nw/4 SE/4 Texaco Inc.
15 Sec. 31-T23S-R37E Blinebry "B" (NCT-1) No. 3
KE/4 SW/4 Texaco Inc.
TOTAL
SCHEDULE II
27 Sec. 9-T24S-R37E C. Meyers B Fed. No. 13 -
KW/64 SW/4 Azoco Production Company
28 Sec. 7-T24L5-R37E C. Mevers B Fed. No. 10
SW/4 NE/4 Azoco Production Company
28 Sec. 6-T24S-R37E C. Mevyers B Ped. No. 11
NA/G NE/G Amoco Production Cozpany
47 Sec. 31-T235-R37E Cowden '"C" 1-A
NE/4 KE/G Gackle 0l Cozpany
63 Sec. 3-T2LS-R37E S. J. Carr No.- 1
NA/& SH/4 Gulf 01l Corporation
is Sec. 32-T235-R37E State JL No. 1
NW/4 SW/G El Paso Natural Gas Cozpany
) Sec. 34-T23S-F37E Blinebry B Fed. No. 3
NE/& Nd/4 Texas Pacific 0Ll Corzpany
SCHEDULE 1II
30 Sec. 35-T23S-R35E State IMT No. 2
SE/& Nd/b Azerada Hess Corporation
27 Sec. 4-T24S5-R3JE Myers B Fed. No, 2
SW/4 sw/4 Azoco Production Company
64 Sec. 12-T243-R36E Cooper No. 2
SE/4 KW/4 Atlantic Richfield Company
7 Sec. 28-T235-R37E . Stuart 29 Fed. No. 2
NE/4 SW/4 = Continental 0Ll Company
k1A Sec. 32-T23S-R3JE leonard B State No. 2
NW/& NW/4 Great Western Drilling Cocpany
S8 Sec. 6-T24S-R3I7E Carter Eaves "A" No. 1
NE/4 NW/4 Gulf 011 Corporation
Cities Service Oil Company
Blanche McCallister
Blanche McCallister, et al
3 Sec. 29-T23S-R3TE "LaMunyon FPed. No. &
NW/4 NW/4 Gulf Of1l Corporation
71 Sec. B-T24S5-R3I7E Fowler Hai{r No. 1
SW/4 SH/4

Gulf 0Ll Corporation

W.l1. Owner(s)
Asgesament

$ 5,825.00

$ 5,824.00

$ 98,561.00

$ 1,642.00

$ 1,856.00

$ 5,642.00

$ 2,939.00

$ 15,313.00
$ 63,634.00
$ 15,563.00
$ 17,736.00
$ 29,075.00

$ 14,494.00
9,662.00
2,415.00

_2,416.00

$ 28,987.00
$ 10,791.00

$ 17,768.00



Ecx 50280, Midland, TX 75710

Y
oxY OXY USA INC.
-’

roN. M:‘G- Phone (915) 6RS-590x
Manager-Land FAX: (915) nX5.5754
Weaaern Kegion

September 13, 1994

Doyle Hartman

Oil Operator

3811 Turile Creek Blvd. Suite 730
Dallas, Texas 75219

Re: {yers Langlie Mautix Unit, Lea County, New Mexico.
Dear 0. Hamtman:

[n reply to your letters of August 23, and August 24, 1994, it zppears we have substantial
differences of opinion concerning the potential of the captioned Unit. Such differences of opinion ure
not unusual in the oil patch. It is clear from your letters you no longer desire to participate in the Myers
Langlie Mattix Unit. However, your proposal to exchange your interest in the Unit for OXY's State "N"
Lease is rot acceptable. Your offer substantially under values the State "N" and is hereby declined as
wholly inadequate. OXY has no desire to sell the State "N, " therefore, any offer to acquire it must fuily
compensate OXY for the development potential. Your offer is several orders of magnitude below our
intecnal valuation.

Should you desire to terminate your participation in the Unit, Article (7.1 of the Unit Operating
Agreement permits any party in your position to withdraw from further participation by assigning all of
their right, title, and interest in the Unit, the Unitized Formation, their lease or leases and'any other
operating rights, etc. to thase parties who desire to continue Unit Operations. By such withdrawal you
will avoid any future liability or responsibilities concerning unit operations. Of course nothing in
Article |7 pedhits any party to avoid obligations that have been incurred prior to the delivery of their
interests to the remaining parties. Therefore, if you wish to withdraw you should do so promptly to
avoid incurring additional obligations.

OXY totally disagrees with your contention the unit is no longer viable. OXY sought and
cbtained unit operatorship based upon our opinion that we could improve existing unit operations. Recent
financial results substantially demonstrate our position in this regard and we expect our planned future
operations to continue the improvement,

Regurding your proposal to revise the participation factors for the uait, nothing in the Unit
Agreement or Unit Operating Agreement permits such it revision. Only two events alfow revision of the
pacticipation tactors, an expansion of the Unit, and a {ailure of @ tract or tracts to qualily {or inclusion.
Neither instance is applicable. Further, the Unit Agreement specifically and expressly prohibits “any re-
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Myers Langlie Mattix Unit Page 2
Lea Co., New Mexico

evaluation of engineering or geological interpretations used in determining Tract Participations” and it
further prohibits the removal of any tract from the Unit by reason of depletion.

The provisions cited above make it clear that at the time the Unit Agreement and Unit Operating
Agreement were negotiated, the parties anticipated additional time, information, and technology, would
reveal substantial variations in reserve compositfon and disposition. They consicered the question and
allocated the risk between the parties according to the information they possessed at the time, expressly
prohibiting your proposed second guessing.

In short, your allegations are without merit and your proposals zre either prohibited or

inadecvate. However, butting heads profits no one. To this end we are willing to consider a reasonable

hase proposal or trade for your interest in the Myers Langlie Mzazix Unit. As the party who

is dissatisfied with the status quo we feel it is incumbent upon you to propose 2 basis for reasonable

¢iscussion,  That basis should include your immediate payment of your overdue JIB's with interest
thareon.

Very truly yours,

OXY USA Inc.

P. N. McGee
Manager-Land
Western Region

cc: D. Romine
B. Hunt
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