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Union Oil and Gas Division: Central Region

Union Oil Company of California

500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-9731
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Lockhart -July 16, 1984

District Land Manager

Midiand District

0i1 Conservation Division
Energy and Minerals Division
P. 0. Box 2088

Santa Fe, New Mexico

Attn: Mr. Joe Ramey, Director
Gentlemen:

Brown State Unit JERN . :

Case No. 8173 Sl

Order No. R-7531 ~
Lea County, New Mexico

Pursuant to above referenced order, please find enclosed a Brown State
Unit Agreement executed by Union with attached Exhibits A and B. Also
attached are Ratifications from the other record title owners of the
leases, other working interest owners and the one overriding royalty
owner under Tract 2. Also attached is the Commissioner of Public Land's
approval effective 7-13-84.

Union submitted a copy of its proposed operating agreement to the 0CD
during our hearing for this Unit. Since that time, we have made several
revisions. Enclosed for your file are revised pages 1 and 9 plus a revised
page 4 of Exhibit C and an added Exhibit E.

Sincerely,
UNION OIL COMPANY OF CALIFORNIA
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Linda H. Hicks
Landman
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NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
UNION OIL COMPANY OF CALIFORNIA-BROWN STATE UNIT

LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated May 4, 1984 ,which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up—
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of oil and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable o0il and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW,THEREFORE, by virtue of the authority conferred upon me under
Sections 19-10-45, 19-10-46, 19-10-47, New Mexico Statutes Annotated,
1978 Compilation, I, the undersigned Commissioner of Public Lands of
the State of New Mexico, do hereby consent to and approve the said Agree-
ment, however, such consent and approval being limited and restricted to
such lands within the Unit Area, which are effectively committed to the
Unit Agreement as of this date, and, further, that leases insofar as the
lands covered thereby committed to this Unit Agreement shall be and the
same are hereby amended to conform with the terms of such Unit Agreement,
and said leases shall remain in full force and effect in accordance with
the terms and conditions of said Agreement. This approval is subject to
all of the provisions and requirements of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 13th day of July , 1984

( jm @Lﬁ(;\)

COMWISSIONER OF PUBLIC LANDS
of the State of New Mexico
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. UNIT AGREEMENT
T FC THE DEVELOPMENT AND OPERATION

OF THE
BROWN- STATE ~_UNIT AREA
300z
LEA COUNTY, NEW MEXICO
NO .
THIS AGREEMENT, entered into as of the 4th day of May

19 84 by and between the parties subscribing, ratifying or consenting hereto, and
herein referred to as the "parties hereto';

WITNESSETH:

WHEREAS, the parties hereto are the owners of working,royalty, or other
oil or gas interests in the unit a:ea»sﬁbject to this agreement; andl

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, N. M. Statutes
1978 Annot.), to consent to and approve the development or operation of State Lands
under agreemen'; made by lessees of State Land jointly or severally with other lessees
where such agreewments provide for the ﬁnit operation or development of part of or all
of any oil or gas.pool, field, or area; and

WHEREAS, the Commissio;er of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.
19, Art. 10, Sec. 47, N.M. étatutes 1978 Annotated) to amend with the approval of
lessee, evidenced by the lessee's execution of such agreement or otherwise, any oil
and gas lease embracing State Lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and development of
part or all of any oil or gas pool, field, or area; and

WHEREAS, the 0il Conservation Division of the Energy and Minerals Depart-
ment of the State of New Mexico (hereinafter referred to as the "Division"), is
authorized by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being
Section 70-2-1 et seq. New MexicovStatutes Annotated, 1978 Compilation) to approve
this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the BROWN-STATE

Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and
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WHEREAS, it is the 9urpo§e of the parties hereto . conserve natural
resources, prevent waste and secure other benefits obtainable through development and
operation of the area subject to this agreement under the terms, conditions and lim-
itations herein set forth; |

NOW, THEREFORE, in consideration of the premises and the promises herein
coutained, the parties hereto commit to this agreement their respective interests
in the below defined unit area, and agree severally among themselves as follows:
1. UNIT AREA: The following described land is hereby designated and re-

cognized as constituting the unit area:

Township 15_South ,Range 32 East N.M.P.M.

Sections: 28

Containing  640.00 acres, more or less,

Lea County, New Mexico

Exhibit "A" attached hereto is a map showing the unit area and the bound-
aries and identity of tracts and leases in said area to the extent known to the unit
operator. Exhibit "B" attached hereto is a schedule showing to the extent known to the
unit operator the acreage, per;entage and kind of ownership of o0il and gas interests in
all lands in the unit area. However, nothing herein or in sai@ 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 interest as are shown on said map or schedule as owned by
such pargy.: Exhibits "A" and "B" shall be revised by the unit operator whenever changes
in ownership in the unit area render such revisions necessary or when requested by the
Commissioner of Public Lands, hereinafter referred to as "Commissioner" or the 0il
Conservation Division, hereinafter referred to as the "Division".

All land committed to this agreement shall constitute land referred to herein

as "unitized land" or '"land subject to this agreement".

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated fluid

hydrocarbons in any and all formations of the unitized land are unitized under the terms

of this agreement and herein are called "unitized substances".

3. UNIT OPERATOR: _ UNTON QIL COMPANY OF CALIFORNIA ,whose address is

P. O, Box 3100, Midland, Texas 79702 Is hereby designated as unit operator

and by signature hereto commits to this agreement all interest in unitized substances
vested in it as set forth in Exhibit "B", and agrees and consents to accept the duties
and obligations of unit operator for the discovery, development and production of uni-
tized substances as herein provided. Whenever reference is made herein to the unit

operator, such reference means the unit operator acting in that capacity and not as an
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" “rking interest owner' when

owner of interests in unit 2d substances, and the term
used herein shall include or refer to unit operator as the owner of a working interest
when such an interest is owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

right to resign at any time but such resignation shall not become effective until a
successor unif operator has been selected and approved in the manner provided for in
Section 5 of this agreement. The resignation of the unit operator shall not release
the unit operator from any liability or any default by it hereunder occurring prior
to the effective date of its resignation.

Unit operator may, upon default or failure in the performance of its duties
or obligations hereunder, be subject to removal by the same percentage vote of the
owners of working interests determined in like manner és herein provided for the selec-
tion of a new unit operator. Such removal shall be effective upon notice thereof to
the Commissioner and the Division.

The resignation or remo§a1 of the unit operator under this agreement shall
not terminate his right, title or interest as the owner of a working interest or other
iaterest in unitized substances, but upon the resignation or removal of unit operator
becoming effective, such unit operator shall deliver possession of all equipment, .
materials, and appurtenaﬁces used in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor unit operator, or to the
owners thereof if no such new unit operator is elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenences needed for the preservation of
wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall resign as unit

operator or shall be removed as hereinabove provided, the owners of the working interests
according to their respective acreage interests in all unitized land shall by a majority
vote select a successor unit operaéo:; provided that, if a majority but less than seventy
five percent(75%) of the working intevests quaxified to vote is owned by one party to thi
agreement, a cqncurring vote of sufficiegt additional parties, so as to constitute in
the aggregate not less than seventy-five percent (75%) of the total working interests,
shall be required to select a new operator. Such selection shall not become effective
until (a) a unit operator so selected shall accept.in writing the duties and responsi-
bilities of unit operator, and (b) the selection shall have been approved by the Comm-
issioner. 1If no successor unit operator is selected and qualified as herein provided,
the Commissioner at his election, with notice to the Division, may declare this unit agr

ment terminated,
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6. ACCOUNTING PROV “IONS: The unit operator shall —ay in the first instance

all costs and expenses incurred in conducting unit operations hereunder, and such costs
and expenses and the working interest benefits accruing hgteunder shall be apportioned,
among the owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners of such interests,
whether one or more, separately or collectively. Any agreement or agreements entered
into between the working interest owners and the unit operator as provided in this section.
whether one or more, are herein referred to as the "Operating Agreement". WNo such agree-
ment shall be deemed either to modify any of the terms and conditions of this unit agree-
ment or to relieve the unit operator of amy right or obligation established under this
unit agreemeﬁt and in case of any inconsistencies or conflict between this unit agree-
ment and the operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,pro-
ducing, storing, allocating and distributing the unitized substances are hereby delega-
ted to and shall be exercised by the unit operator as herein providedT Acceptable evi-
dence of title to said rights shall be deposited with said unit operator and, together
with this 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 agree~
ment 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.

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60) days

after the effective date of this agreement, commence operations upon an adequate test
well for oil and gas upon some part of the lands embraced within the unit area and shall

drill said well with due diligence to a depth sufficient to attain the top of the

Morrow formation or to such a depth as unitized substances shall

be discovered in paying quantities at a lesser depth or until it shall, in the opinion
of unit operator, be determined that the further drilling of said well shall be unwarran-
ted or impracticable; provided, however, that unit operator shall not, in any event, be

réquired to drill said well to a depth in excess of 12,500 feet.

Until a discovery of a deposit of unitized substances capable of being produced in paying
quantities (to wit: quantities sufficient to repay the costs of drilling and producing
operations with a reasonable profit) unit operator shall continue drilling diligently,
one well at a time, allowing not more than six months between the completion of one well

and the beginning of the next well, until a well capable of producing unitized substances
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. in paying quantities is cor “eted to the satisfaction of t« Commissioner or until
it is reasonably proven to the satisfation of the unit operator that the unitized land
is incapable of producing unitized substances in paying quantities in the formation
drilled hereunder.

Any well commenced prior to the effective date of this agreement upon the
uni.t area and drilled to the depth provided herein for the drilling of an initial test
we..l shall be considered as compljing with the drilling requirements hereof with respect
to the initial well. The Commissioner may modify the drilling requirements of this
section by granting reasonable extensions of time when in his opinion such action is
warranted. Upon failure to comply with the drilling provisions of this article the
Coumissioner may, after reasonable notice to the unit operator and each working interest
owner, lessee and lessor at their last known addresses, declare this unit agreement
terminated, and all rights, privileges and obligations granted and assumed by this unit

agreement shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES:

Should unitized substances in paying quantities be discovered upon the unit
arza, the unit operator shall on or before six months from the time of the completion of
the initial discovery well and within thirty days after the expiration of each twelve
moaths pefiod thereafter, file a report with the Commissioner and Division of the
status of the development of the unit area and the development contemﬁlated for the
following twelve months period.

It is understood that one of the main considerations for the approval of this
agreement by the Commissioner of Public Lands is to secure the orderly development of
the unitized lands in accordance with good conservation practices so as to obtain the
greatest ultimate recovery of unitized substances.

After discovery of unitized substances in paying quantities, unit operator shall
proceed with diligence to reasonably develop the unitized area as a reaéonably prudent
operator would develop such area under the same or similar circumstances.

If the unit operator should fail to comply with the above covenant for reason-
able developmgnt this agreement may be terminated by the Commissioner as to all lands of
the State of New Mexico embracing undeveloped regular well spacing or prpration units,
bu; in such event, the basis of participation by the working interest owners shall
remain the same as if this agreement had not been terminated as to such lands; provided,
however, the Commissioner shall give notice‘to the unit operator and the lessees of record
in. the manner prescribed by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of intention to

cancel on account of any alleged breach of said covenant for reasonable development and an
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deciﬁicu,encefed thereunder she™' be subject to appeal in,the;mgnner prescribed by

(Sec. 19-10-23 N.M, Statutes 1978 Annotated), and, provided furthe;,.in'anyueveht the
unit operator shall be given a reasonable opportunity after a final determination with-
in which té rehedy any default, failing in which this agreement shall be terminated as
to all lands of the State of New Mexico embracing undeveloped‘regular well sp&cing or
proration units.

Notwithstanding any of the provisions of this Agreement to the contrary, all
uﬁdeveloped réghl#f well spacing or proration unit tracts within the unit boundaries
embracing lands of the State of New Mexico shall be automatically eliminated from this
Agreement and shall né_longer be a part of the unit or be further subject to the terms
of this Agreement unless at, the expiration of five yéars (5) after the first day of the

month following the effective date of this Agreement diligent drilling operations are

in progress on said tracts.

10, PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of pro-
ducing unitized subst;ﬁces in paying quantities, the owners of working interests shall
participate in the production therefrom and in all other producing wells which may be
drilled pursuant hereto in the proportions that their respective leasehold interests
covered hereby on an ac;gage basis bears to the total number of acres committed to this
unit agreement, and such unitized substances shall £e deemed to have been produced from
the respective leasehold interests particpating therein. For the purpose of determin-
ing any benefits accuring under this agreement and the distribution of the royalties
payable to the State of New Mexico and other lessors, each separate lease shall have
allocated to it such p;rcentage of said production as the number of acres in each lease
respectively committed to this agreement bears to the total number of acres committed
hereto.

Notwithstanding any provisions contained herein to the contrary, each working
interest owner shall have the right to také such owner's proportionate share of the
unitized substances in kind or to personally sell or dispose of the same, and‘nothing
herein contained shall be construed as giving or granting to the unit operator the right
to sell or otherwise dispose of the proportionate share of any working interest owner
without specific authorization from time to time so to do;

11. ALLOCATION OF PRODUCTION: All unitized substances produced from each tract

in the unitized area established under this agreement, except any part thereof used for
.production or development purposes hereunder, or unavoidably lost, shall be deemed to be
produced equally on an acreage basis from the several tracts of the unitized land, and
for the purpose of determining any benefits that accrue on an acreage basis, each such

tract shall have allocated to it such percentage of said production as its area bears to
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the entire unitized area, * ‘is hereby agreed that production of unitized .substances
from the unitized area shall be allocated as provided herein, regardless of whether
any wells are drilled on any particular tracts of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexico shall be paid by the respective lease
owners in accordance with the terms of their leases.

All royalties due to the State of New Mexico under the terms of the leases
committed to tbis agreement shall be computed and paid on the basis of all unitized
substances alloc#teq to the respective leases committed hereto; provided, however,
the Stéte shall be entitled to take in kind its share of the unitized substances al-
located to the respective leases, and in such case the unit operator shall make de-
liveries of sugh royalty oil in accordance with the terms of the respective leases.

All rentals, if any, due under aﬁy leases embracing lands other than the
State of New Mexico, shall be paid by the respective lease owners in accordance with
the terms of their leases and all royalties due under the terms of any such leases
shall be paid on the basis of all unitized substances allocated to the respective
leases committed hereto.

If the unit operator introduces gas obtained from sources other thén the
unitized subgtances into any producing fOrmation for the purpose of repressuring,
stimulating or increasing the ultimate recovery of unitized.substances therefrom, a
liké amount of gas, if available, with due allowance for loss or depletion from any
cause may be withdrawn from the formation into which the gas was introduced royalty
free as to dry gas but not as to the ptoduct; extracted therefrom; provided, that
such withdrawal shall be at such time as may be provided in a plan of operaﬁion con-
sented to by the Commissioner and approved by the Division as conforming to good pet-
roleum éngineering practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit agreement,

If any lease committed hereto is burdened with an overriding royalty, payment
out of production or other charge in addition to the usual royalty,the owner of each such
lease shall bear and assume the same out of the unitized substances allocated to the
lands embraced in each quéh lease as provided herein.

13, LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY
TO LANDS WITHIN THE UNITIZED AREA:-

The terms, conditions and provisions of all leases, subleases, operating agree-
ments and other contracts relating to the exploration, drilling development or opera-
tion for oil or gas of the lands committed to this agreement, shall as of the effective
date hereof, be and the same are hereby expr;ssly modified and amended insofar as they

apply to lands within the unitized area to the extent necessary to make the same con-
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~conform to the provisions h- 20f and so that the respective-terms of said leases and
agreements will be extended insofar as necessary to coincide with the terms of this
agreement and the approval of this agreement by the Commissioner and the respective
lessors and lessees shall be effective to conform the provisions and extend the terms
of each such lease as to lands within the unitized area to the provisions and terms of
this agreement; but otherwise to reﬁain in full force and effect. Each lease committed
‘to this agreement, insofar as it applies to lands within the unitized area, shall con-
tinue in force beyond the term provided therein as long as this agreement remains in
“effect, provided,’drilling operations upon the initial test well provided for herein
shall have been commenced or said well is in the process of being drilled by the unit
operator pffér to”the expiration of thélshortest term lease committed to this agree-
ment. Termination of this agreement shall not affect any lease which pursuant to the
terms thereof or any applicable laws would continue in full force and effect thereafter.
The commencement, completion, continued operation or production on each of the leasehold
interests committed to this agreement and operations or produétion pursuant to this
agreement shall be deemed to be operations upon and production from each leasehold in-
terest committed hereto and there shall be no obligation on the part of the unit oper=-
ator or any of the owners of the respective leasehold interests committed hereto to drill
offset to wells as between the leasehold interests committed to this agreement, except
as provided in Section 9 hereof. ‘

Any lease embracing lands of the State of New Mexico of which only a portion
is committed hereto shall be segregated as to the portion committed and as to the por-
tion not committed and the terms of such leases shall apply separately as two separate
leases as to such gegregated portions, commencing as of the effective date hereof. Not-
withstanding any of the pra&isionl of this agreement to the contrary, any lease embracing
lands of the State of New Mexico having only a portion of its lands committed hereto shall
continue in full force and effect beyond the term provided therein as to all lands em-
braced within the unitized area and committed to this agreement, in accordance with the
terms of this agreement. If o0il and gas, or either of them, are discovered and are be-
ing produced in paying quantities from some part of the lands embraced in such lease
which part is committed to this agreement at the expiration of the secondary term of such
lease, such productiqn shall not be considered as production from lands embraced in such
lease which are not within the unitized area, and which are not committed thereto, and
drilling or reworking operations upon some part of the lands embraced within the unitized
area and committed to this agreement'shéll be considered as drilling and reworking oper—
ations only as to lands embraced within the unit agreement and not as to lands embraced
within the lease and not committed t§ this unit agreement; provided, however, as to

any lease embracing lands of the State of New Mexico having only a portion of its lands
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committed hereto upon which oil and gas, or either of them, has been discovered is
discovered upon that portion of such lands not committed to this agreement, and are
being produced in paying quantities prior to the expiration of the primary term of
such lease, such production in paying quantities shall serve to continue such lease
in full force and effect in accordance with‘its terms as to all of the lands embraced

in said lease.

14. CONSERVATION: Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regulations.

15. DRAINAGE: 1In the event a well or wells producing oil or gas in paying
quantities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offset well
or wells as a reasonably prudent operator would drill under the same or similar cir-

cumstances.

- 16. COVENANTS RUN WITH LAND: The covenants herein shall be construed to be
covenants running with the land with respect to the interests of the parties'hereto
and their successors in interest until this agreement.terminates,.and any grant,
transfer or conveyance of ‘interest in land or leases subject hereto §ha11 be and here-
by is conditioned upon the assumption of all privileges and obligations hereunder to
the grantee, transferee or other successor in interest. No assignment or transfer or
any working, royalty, or other interest subject hereto shall be binding upon unit op-
erator until the first day of the calendar mounth after the unit operator is furnished
with the original, photostatic, or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon

approval by the Commissioner and the Division and shall terminate in twgq (?) years

after such date unless (a) such date of expiration is extended by the Commissioner, or

(b) a valuable discovery of unitized substances has been made on unitized land during

said initial term or any extension thereof in which case this agreement shall remain in
effect so long as unitized substances are being produced in paying quantities from the
unitized land and, should production cease, so long thereéfter as diligent operations are
in progress for the restoration of prodﬁction or discovery of new production and so long -
thereafter as the unitized substances so discoveredvare being'produced_as aforesaid. This
agreement may be terminated at any time by not less than seventy-five percent (75%) on

an acreage basis of the owners of the working interests, signatory hereto, with the approv.

of the Commissioner and with notice to Division. Likewise, the failure to comply with the
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drilling requirements of Section 8 hereof, may subject this agreement to termina-

tion as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal thereof shall be

in conformity with allocations, allotments, and quotas made or fixed by the Commission,
and in conformity with all applicable laws and lawful regulations.

19. APPERANCES: Unit operator shall, after notice to other parties affected,

have the right tb‘appear for andlén behalf of any and all interests affected hereby,
before the Commissioner of Public Lands and the Division, and to appeal from orders
issued under the regulations of the Commissioner or Division, or to apply for relief
from any of said regulations or iﬁ any proceedings on its own behalf relative to opera-
tions pending before the Commissioner or Division; provided, however, that any other
interest party shall also have the right at his own expense to appear and to parti-

cipate in any such proceeding.

20, NOTICES: All notices, demands, or statements.required hereunder to be
given or rendered to the parties hereto, shall be deemed fully given, if given in
writing and sent by postpaid registered mail, addressed to such party or parties at
their respective addresses, set forth in conﬁectioﬁ with the signatures hereto or to
the ratification or consent hereof, or to such other address'as any such party may
have furnished in writing to party sending the notice, demand, or statement.

21. UNAVOIDABLE DELAY: All obligations under this agreement requiring the

unit operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement, shall be suspended while,
but only so long as, the unit operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or in part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transﬁortation,inability to obtain necessary matzrial in open
market, or other matters beyond the reasonable control of the unit operator, whether
similar to matters herein enumerated or not.

22, LOSS OF TITLE: In the event title to any tract of unitized land or

substantial interest therein shall fail, and the true owner cannot be induced to join
the unit agreement so that such tract is not committed to this agreement, or the oper-
ation thereof hereunder becames impracticable as a result thereof, such tract may be
eliminated from the unitized area, and the interest of the parties readjusted as a re-
sult of such tract being eliminated from the unitized area. In the event of a.dispute
as to the title to any royalty, working,'or other interest subject hereto, the umit

operator may withhold payment or delivery of the allocated portion of the unitized
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- substances involved on account thereof, without liability for interest until the dis-
pute is finally settled, provided that no payments of funds due the State of New Mexico
shall be withheld. Unit Operator, as such, is relieved from any responsibility for any
defect or failure of any title hereunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in lands within the unit

area not committed hereto, prior to the submission of the agreement for final approval
by the Commissioner and the Division, may be committed herééo by the owner or owners

of such rights, subscribing or consenting to this agreement, or executing a ratifi-
cation thereof, and if such owner is also a working interest owner, by subscribing to
the operating agreement providing for the allocation of costs of exploration, develop-
ment, and operation. A subsequent joinder shall be effective as of the first day of the
month following the approval by the Commissioner and the filing with the Division of
duly executed counterparts of the instrument or instruments committing the interest of
such owner to this agreement, but such joining party or parties, before participating
in any benefits hereunder, shall be required to assume and pay to unit operator, their
proportionate share of the unit expenses incurred prior to such party's or parties
joinder in the unit agreement, and the unit operator shall make appropriate adjustments

caused by such joinder, without any retroactive adjustment or revenue.

24, COUNTERPARTS: This agreement may be executed in any number of counter-

parts, no one of which needs to be executed by all parties, or may be ratified or con-
sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratification,
or consent hereto with the same force and effect as if all such parties had signed the
same document, and regardless of whether or not it 1s executed by all other parties
owning or claiming an interest in the lands within the above descriﬁed unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree-—
ment to be executed as of the respective dates set forth opposite theilr signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

UNION OTL COMPANY OF CALIFORNIA

OPERATOR B
DATE : B/ v e L pwats

Attorney-in-Fact

" 'OTHER WORKING INTEREST OWNERS

Company

DATE - S . . _ BY: -




BROWN-STATE UNIT
Lea County, New Mexico

STATE OF TEXAS,

Yl el e

COUNTY OF MIDLAND.

: 24
The foreg01c% instrument was acknowledged before me this 2 - day of May, 1984, by

SAmuetL JERLY  , Attorney-in-Fact of UNION OIL COMPANY OF CALIFORNIA, a
corporation, on behalf/of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day
and year above written.

v ,
My Commission Expires: c,/’/f%éééﬁéé*“”jégi;&4f//

T
S/~ 3s- 94 Notary [Publlic PAVIS JONES
MNotary P*ublic
Midland Co. Texas
STATE OF , I
I
COUNTY OF 1
The foregoing instrument was acknowledged before me this day of
1584, by s

of
a corporation, on behalf of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day
and year above written.

My Commission Expires:

Notary Public

STATE OF s X
I
COUNTY OF 1
The foregoing instrument was acknowledged before me this day of
1984, by

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day
and year above written.

My Commission Expires:

Notary Public

-12-
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EXHIBIT "B' -- BROWN STATE UNIT, LEA COUNTY, NEW MEXICO, .SEC. 28, T-15-S, R-32-E

STATE TRACTS TOTALING 640.00 ACRES - 1007 UNIT AREA

Revised May 10, 1984

OVERRIDING
SER. NO. & BASIC ROYALTY LESSEE ROYALTY
ACT DESCRIPTION OF NUMBER EXP. DATE AND OWNERSHIP OF AND WORKING
0. LAND OF ACRES OF LEASE PERCENTAGE RECORD PERCENTAGE INTEREST AND PERCENTAGE
/
STATE LANDS
5 NW/aNW/4, SE/4SW/4, 200.00 E-8974 1/8 (12.5%) Union 011 Company None Union 01l noavm:w of 100%
N/2SKE/4, SE/4SE/4 1BP of California California
o’
! NE/4NE/4, SW/4SE/4,  160.00 LG-2266-1 1/8 (12.57%) Kathleen Cone (50%) Jay H. Kathleen Cone 50%
N/2SW/4 10-1-84 Douglas L. Cone (10%) Moore .Douglas L. Cone 10%
Clifford Cone (10%2) 2% Clifford Cone 10%
Tom R. Cone (10%) Tom R. Cone 10%
Kenneth G. Cone (10%) Kenneth G. Cone 107
Cathie Cone Auvenshine (10%) Cathie Cone Auvenshine 10%
[ ] ~
; S/2NW/4, NE/4NW/4 120.00 LG-5360 1/8 (12.5%). Harper 0il Company None Harper 01l Company 1007
5-1-88
W/2KRE/4 80.00 LG-6345 1/8 (12.5%) H. L. Brown, Jr. None 4. L. Brown, Jr. 1007
2-1-89
SE/GNESL, SW/4SW/4 80.00 v-193 1/6 (16.67%) Yates Petroleum zmsm Yates Petroleum Corporation 4LO7,
- 9-1-84 Corporation Abo Petroleum Corporation 20%
: ' Yates Drilling Company 20%
Martin Yates III 20%



CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undgrsigned (whether one or more), hereby acknowledges receipt of a'
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B'", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

7

INDIVIDUAL
STATE OF TEUAS , I
' I
COUNTY OF LHEEOCE N §
The foregoing instrument was acknowledged before me this {FHQ- day
ot oy , 1984 , by _Khr#ieeal &NE
| éld/ Zu,nmﬁ)
My Commission Expires:. Notary Public®
5/26 )&%
17
‘ CORPORATE
STATE OF |
1
COUNTY OF {
The foregoing instrument was acknowledged before me this day
of , 198 , by ) ,
of »

)

corporation, on behalf of said corporation.

“tr Commission Expires: Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt of ar
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

s.ﬁm Lome

INDIVIDUAL
STATE OF  TEXAS , 1 -
I
COUNTY OF LUBBOCK I
The foregoing instrument was acknowledged before me this  4th day
of June , 198 , by DOUGLAS L. QONE
liég;z 'd ngéfff : Y
hb’éﬁy?gféfon Expires: . Notary Pubjic Nancy Flenniken
CORPORATE
STATE OF |
I
COUNTY OF I
| The foregoing instrument was acknowledged before me this day
of , 198 , by R
of _ 3
a corporation, on behalf of said corporation.

My Commission Expires: Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undgrsigned (whether one or more), hereby acknowledges receipt of a'
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth in their respective acknowledgments.

ol oo
Clifford @ne ’

INDIVIDUAL

STATE OF  TEXAS |
' 1
COUNTY OF LUBBOCK 1

The foregoing instrument was acknowledged before me this é2 4 day

of MAY 198 4

s

by CLIFFORD CONE

)

My Commission Expires: . Notary Publdc in and for) Lubbock
25?4 14 County, Texas
r

2

, CORPORATE

STATE OF P |

1

COUNTY OF ]
The foregoing instrument was acknowledged before me this day
of 5 198 s by ’ ’
of ,

a corporation, on behalf of said corporation.

My Commission Expires: Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undgrsigned (whether one or more}, hereby acknowledges receipt of a.
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'', do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

%
, . o Sy ’,7
iy 1Y 5SS /éin s
INDIVIDUAL
STATE OF __ Missouri , I
I
The foregoing instrument was acknowledged before me this 1l4th day
of May , 198 4 , by Tom R. Cone
My Commission Expires:. Notary Public, Sue Ray
2-10-88 State of Missouri, County of Mc Donald
» CORPORATE
STATE OF |
I
COUNTY OF I
The foregcing instrument was acknowledged before me this day
of , 158 , by s
of ’
a corporation, on behalf of said corporation.

v Commission Expires: Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt of a.
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

bt (.

INDIVIDUAL

STATE OF __JOAS .

COUNTY OF _/22@2%/_}’42 .

The foregoing instrument was acknowledged before me this l day

of JZ)N& 1084, by

Yom{ Yamd et

My Commission Expires:. Notary Public
BEVERLY S. LISCUM -
My Commission Expires - _y
CORPORATE
STATE OF N |
I
COUNTY OF 1
The foregoing instrument was acknowledged before me this day
of , 198 , by ,
of s
a corporation, on behalf of said corporation.

v Commission Expires: Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt of a
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

ks Orpe (rnckl

INDIVIDUAL
STATE OF Texas , I -
I
COUNTY OF Travis I
The foregoing instrument was acknowledged before me this 25th_ day
of June , 1984 | by Cathie Cone Auvenshine
My Commission Expires: Notar$y Public
11-22-86
CORPORATE
STATE OF |
I
COUNTY OF 1
The foregoing instrument was acknowledged before me this day
of ) 198 ’ b}’ s
of ’
a corporation, on behalf of said corporation.

My Commission Expires: ' Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undgrsigned (whether one or more), hereby acknowledges receipt of a
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, rToyalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

HARPER OIL CONPANY

Qégéiigztii;:i%%‘é%§:(f%%13“ ;gégzizzé; »——*’”’“’ ‘qgégﬂ

e Vice President

INDIVIDUAL
STATE OF |
1
COUNTY OF 1
The foregoing instrument was acknowledged before me this day
of i) 198 > by
My Commission Expires:. Notary Public
. CORPORATE
STATE OF OKLAHOMA ., [
1
COUNTY OF  OKLAHOMA 1

The foregoing instrument was acxnouledoed bef orijzzﬁfnls Z day

of - é(//ég R 198“‘5Z , by 3254/\./ s
7 Vieef President of HARPER OIL COMPANY >
2 n Oklahoma corporation, ?p benalf of said corporation.
N
\ ////u@,éikz/. Zfi;éé/féyug4g{
he mission Expires: Notary Puplic in and for OkTahoma

M/é ;Z/ /% County, Oklahoma
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CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undgrsigned (whether one or more), hereby acknowledges receipt of a.
of the Unit Agreement for the development and operation of the BROWN-STATE
AREA embracing lands situated in Lea County, New Mexico, which said Agree-
is dated the 4th day of May, 1984, and acknowledge that they have read the
and are familiar with the terms and conditions thereof. The undersigned,

being the owners of the leasehold, royalty, or other interests in the

lands or minerals embraced in said Unit Area, as indicated on the schedule

attached to said Unit Agreement as Exhibit '"B", do hereby consent thereto and

ratify all of the terms and provisions thereof, exactly the same as if the

undersigned had executed the original of said Unit Agreement or a counterpart

thereof.

of the date set forth in their respective acknowl

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

H. L. B /GR.
4
INDIVIDUAL
STATE OF TEXAS » 1
' 1
COUNTY OF MIDLAND 1
The foregoing instrument was acknowledged bzfore me this 8th day
of JUNE , 198 4 , by H. L. BROWN, JR.
My Commission Expires:. Notary Public in and for the State of Texas
0-8-84 Theresa R. Graham
: CORPORATE
STATE OF » 1
1
COUNTY OF I
The foregoing instrument was acknowledged before me this day
of , 198 , by ’ ,
of _ >
a corporation, on behalf of said corporation.

My Commission Expires: Notary Public




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undgrsigned (whether one or more), hereby acknowledges receipt of a.
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other interests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

YATES PETROLEUM CORPORATION YATES DRLLEENG COMPANY
By Afv‘12§/<4 zéﬁfz%{u — 4%2i;a2§%7'

FEtrrey- Tn-fa / L1

ABO’PETi;%%UM CORPORATION  .— MARTIN YATES, I1
”77/19 ///:£§>/ (L/' By A& <22\43/¢—

/
-/

ﬂoyﬁé&’1n4i;/}/r Atﬁgﬁﬁey-in-Fact

STATE OF NEW MEXICO )

1SS
COUNTY OF EDDY )
The foregoing instrument was acknowledged before me this 18th day of
June , 1984 by John A. Yates , Attorney-in-Fact for
YATES PETROLEUM CORPORATION, by  Peyton Yats , Attorney-in-Fact for
YATES DRILLING COMPANY, by John A. Yates , Attorney-in-Fact for

ABO PETROLEUM CORPORATION, all New Mexico corporations, on behalf of said
corporations, and by Frank Yates, Attorney-in-Fact,for MARTIN YATES, III.

My commission expires:
June 27, 1984




CONSENT AND RATIFICATION
BROWN-STATE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt of a
copy of the Unit Agreement for the development and operation of the BROWN-STATE
UNIT AREA embracing lands situated in Lea County, New Mexico, which said Agree-
ment is dated the 4th day of May, 1984, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
also being the owners of the leasehold, royalty, or other inte;ests in the
lands or minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby consent thereto and
ratify all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counterpart
thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

%/ ya 71 )0 on ¢ j/{q /7/ ///z&»cw(

/3f‘ /c /22 Adr DL AL 7;,<
70 e T

INDIVIDUAL

STATE OF ﬂ—‘)//;lj s X
I

COUNTY OF Zzzﬁi /chd . | .
The foregoing instrument was acknowledged before me this :éggziféz day

of ;672Q}/ c108 Y ey oy §z¢/ /éZZUg?[‘
/ .
iv Commissi on Expires: Nota lic

/¢ /)5

KIM E. PRESLAR
Notary Public, State of Texas
My Commission Expiras December 14, 1985

INDIVIDUAL
STATE OEpgw Mev(co I
COUNTY OFLIN@OLN . 1
. 14
The foregoing instrument was acknowledged before me this 7~— day
of ‘JULV , 1984, by JOYCE H Mooke
Xama,ﬂwcéé§jLL&&
My Commission Expires: Notary Public

[2-9-%7
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between UNION OII. COMPANY QF CALIFQRNTA

, hereinafter designated and
referred to as “Operator”, and the signatory party or parties other than Operator, sometimes hereinafter
referred to individually herein as “Non-Operator”, and collectively as “Non-Operators”,

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas in-
terests in the land identified in Exhibit “A”, and the parties hereto have reached an agreement to explore
and develop these leases and or oil and gas interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW. THEREFORE. it is agreed as follows:

ARTICLE L
DEFINITIONS

As used in this égreement, the following words and terms shall have the meanings here ascribed
to them:

A. The term *oil and gas” shall mean oil. gas. casinghead gas. gas condensate, and all other liguid
or gaseous hydrocarbons and other marketable substances produced therewith. unless an intent to
limit the inclusiveness of this term is specifically stated. )

B. The terms "oil and gas lease”, ‘lease” and “leasehold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

C. The term “oil and gas interests” shall mean unleased fee and mineral interests in tracts of
land lying within the Contract Area which are owned by parties to this agreement.

D. The term “Contract Area” shall mean all of the lands, oil and gas leasehold interests and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands. oil and gas leasehold interests and oil and gas interests are described in Exhibit “A”.

E. The term *drilling unit” shall mean the area fixed for the drilling of one well by order or rule
of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order,
a drilling unit shall be the drilling unit as established by the pattern of drilling in the Contract Area
or as fixed by express agreement of the Drilling Parties.

F. The term -‘drillsite’” shall mean the oil and gas lease or interest on which a proposed well is to
be located.

G. The terms “Drilling Party” and “‘Consenting Party” shall mean a party who agrees to join in
and pay :ts share of the cost of any operation conducted under the provisions of this agreement.

H. The terms “Non-Drilling Party” and "Non-Consenting Party” shall mean a party who elects
not to participate in a proposed operation.

Unless the context otherwise clearly indicates. words used in the singular inciude the plural. the
piural includes the singular. and the neuter gender includes the masculine and the feminine.

ARTICLE 1L
EXHIBITS

The ‘ollowing exhibits, as indicated below and attached hereto, are incorporated in and made a

part hereof:
X A. Exhibit "A”. shall include the following information:

(1) Identification of lands subject to agreement.

(2) Restrictions. if anyv, as to depths or formations.

13) Percentages or fractional interests of parties to this agreement,

(4) RNXWRHK LR XHEXICT XA VK 00K BRE XIS D KDER FX X HOPER X X FX X NI XERXKE

(3) Addresses of parties for notice purposes.

— B, Exboaxx xR XxK oo xf Xxeasn

X €. Exhibit “C”, Accounting Procedure.

X D. Exnipit "D”, Insurance.

X E. Exhibit "E”, Gas Balancing Agreement.

X F. Exhibit “F". Non-Discrimination and Certification of Non-Segregated Facilities.

If anv provision of any exhibit. except Exhibit "E", is inconsistent with any provision contained
n the body of this agreement, the provisions in the body of this agreement shall prevail.

p—-

Revised 6/5/84
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D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-
cept any well drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreement, it being
understood that the consent to the drilling or deepening shall include:

] Option No. 1: All necessary expenditures for the drilling or deepehing, testing, completing and
equipping of the well, including necessary tankage and/or surface facilities.

X Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made, shall include consent to all necessary expenditures for the completing and equipping of such
well. including necessary tankage and,or surface facilities, Failure of any party receiving such notice
to .reply within the period above fixed shall constitute an election by that party not to participate in
the cost of the completion attempi. If one or more, but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
plugging back” as contained in Article VI.B.2. shall be deemed to include ‘‘completing”) shall apply to
the operations thereafter conducted by less than all parties.

who have the right to participate,

2. Rework or Plug Back: Without the consent of all parties,/no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
ment, it being understood that the consent to the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessary tankage and/or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
an expenditure in excess of __Twenty-Five Thousand & No/100------Doliars ($.25,000.00----- )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
gency to the other parties. If Openat%ro I%fegaxées ‘1'Authority for Expenditures” for its own use,
Operator, upon request, shall furnish/%gpxes o? its r']‘?&uthority for Expenditures” for any single project
costing in excess of _Fifteen Thousand § No/100---------—----- -Dollars ($_15,000.00----- ),
but less than the amount first set forth above in this paragraph.

E. Royalties, Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of
one~eighth (1/8)---cecaw_- —=-due on its share of production and shall hold the other parties free
from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account
for or cause to be accounted for, such interest to the owners thereof.

No party shall ever be responsible, on any price basis higher than the price received by such party,
to any other party’s lessor or royalty owner; and if any such other party’s lessor or royalty owner should
demand and receive settlements on a higher price basis, the party contributing such lease shall bear the
royvalty burden insofar as such higher price is concerned.

F. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of
any lease shall be paid by the party or parties who subjected such lease to this agreement at its or their
expense. In the event two or more parties own and have contributed interests in the same lease to this
agreement, such parties may designate one of such parties to make said payments for and on behalf of all
such parties. Any party may request, and shall be entitled to receive, proper evidence of all such pay-
ments. In the event of failure to make proper payment of any rental, shut-in well payment or minimum
royalty through mistake or oversight where such payment is required to continue the lease in force,
any loss which results from such non-payment shall be borne in accordance with the provisions of Article
IV.B.2.

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shut-
ting in or return to production of a producing gas well, at least five (5) days (excluding Saturday, Sun-
day and holidays), or at the earliest opportunity permitted by circumstances, prior to taking such action,
but assumes no liability for failure to do so. In the event of failure by Operator to so notify Non-
Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments

-9 ' Revised 7/3/84



B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
(a) Development

— Percent ( %) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating

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

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

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

2. Overhead - Major Construction TO BE NEGOTIATED.

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

of $ :

A. % of total costs if such costs are more than $ but less than § ; plus
B. % of total costs in excess of $ but less than $1,000,000; plus

C. 9% of total costs in excess of $1,000,000.

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

3. Amendment of Rates

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

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

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

1. Purchases

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

2. Transfers and Dispositions

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

A. New Material (Condition A)

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

(2) Line Pipe

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

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

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

B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
{1) Material moved to the Joint Property '
(a) At seventy-five percent (759 ) of current new price, as determined by Paragraph 2A of this Section IV,
(2) Material moved from the Joint Property

(a) At seventy-five percent (75 ) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally charged to the Joint Account as new Material, or

—4— Revised 7/3/84



(c) When the well's current production is equal to or greater
than the well allowable:

(1) Each underproduced party shall have the right to
take a greater amount of gas than its proportionate
share of the well allowable, provided that the right
to take such greater amount shall be in proportion
that its interest bears to the total interests of all
underproduced parties desiring to take more than their
proportionate share of the well allowable.

(2) Each overproduced party shall have the right as
in subparagraph (a) (2) above.

(d) The Unit Operator, at the request of any party, may
produce the entire well stream, if necessary, for a
deliverability test not to exceed seventy-two (72) hours
duration regquired under such requesting party's gas sales
contract and may overproduce in any other situation
provided that such overproducing would be consistent with
prudent operations.

4. Each party taking gas shall furnish the Unit Operator a monthly
statement of gas taken. After commencement of production, Unit Operator
shall furnish a current account monthly of the gas balance between parties
hereto including the total quantity of gas produced, the portion thereof
used in Unit operations, vented or lost, and the total quantity of gas
delivered to a market.

5. Each party producing-and/or delivering gas to its purchaser shall
pay any and all production taxes due on such gas.

6. The provisions of this agreement shall be separately applicable
to each well and each reservoir to the end that production from one
reservoir in a gas well may not be utilized for the purpose of balancing
underproduction from other reservoirs.

7. When gas sales from a gas well permanently cease, Unit Operator
shall make a final determination of the volumes of over and/or under-
productien, if any, which have accrued since the last volumetric balance,
as of the date of such cessation of sales and the identity of the party
or parties who are over or underproduced. A cash balancing adjustment
shall be made by the overproduced party, or parties, to the underproduced
party, or parties, for the overproduced volumes which have been taken and
sold; the price to be paid for such adjustment shall be the actual price
received for such overproduction by the overproduced partv, or parties,
less appropriate deductions for taxes and/or rovalties paid on such
production by the overproduced party.

8. This agreement may be executed in counterparts but will not be
binding on any party unless and until all working interest parties in a
gas well have accepted this Gas Balancing Agreement without exception.

9. This shall constitute a separate agreement as to each well and
as to each reservoir.

EXHIBIT "E"
Page 2



Wayne W. Strong
District Land Manager
Midiand District

Gentlemen:

Please find enclosed a copy of a letter dated July 22, 1985 from the Commissioner's
The letter grants Union 0il Company of California, as Operator of the Brown
State Unit, an extension of time until November 2, 1985 in which to submit informa-
tion to enable them to declare the Brown State Unit Well No. 1 a Unit well, or to
start a new well.

Office.

iy, f S .- R
is ) . . N
PaE Pl

[ E S AU P IR PR

July 30, 1985

Union Oil and Gas Division: Central Region

Union Qil Company of California

500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-9731

0il Conservation Division
Energy and Minerals Division
P.0. Box 2088

Santa Fe, New Mexico

Attn: Mr. R. L. Stamets

Brown State Unit

Case No. 8173

Order No. R-7531

Lea County, New Mexico
N/Anderson Ranch Prospect (7366)

Should you have any questions, please let me know.

LHH/s
Enclosure

Sincerely yours,
UNION OIL COMPANY OF CALIFORNIA

K veiin M ,4¢€;u4L4p/>

Linda H. Hicks
Landman



(A Union Oil Company  California
500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-9731

L0 76 [

Wayne W. Strong July 30, 1985

District Lang Manager
Migiand Dustrict

State of New Mexico

Commissioner of Public Lands
P.0. Box 1148

Santa Fe, New Mexico 87504-1148

Attn: Mr. Ray Graham
Director, Qil and Gas Division

Gentlemen:

Brown State Unit Well No. 1
Sec. 28-155-32E
Lea County, New Mexico

Union 0i1 Company of California, as Operator of the Brown State Unit, is appre-
ciative of the extension of time in which to submit data concerning the commercial
well determination of referenced well.

Enclosed is an inter-office memo with attachments which supports our contention that
this Wolfcamp well qualifies as a Unit well under the definition as set forth in the
Unit Agreement. The economics presented are based on drilling and completing a
Wolfcamp producer similar to the Brown State Unit Well No. 1, not on the actual costs
of our well. As you know, we originally drilled to the Morrow and also unsuccessfully
tested the Canyon and Cisco formations before successfully completing the well in the
Wolfcamp. We believe this to be the most logical approach in determining the Unit
well status of our initial well.

If you concur with our evaluation, we will then file with your office a Plan of Develop-
ment for the remainder of this year.

Should you have any questions or need anything further, please let me know and we will
try our best to accommodate you.

Sincerely yours,
UNION OIL COMPANY OF CALIFORNIA
Rl vu K ectia)

Linda H. Hicks
L.andman



union Ui Lompany of Laliiornia

...... In Reply Give No.
LRIZn |
i cem)

Midland District
July 23, 1985

T0: D. L. Watkins

FROM: T. E. Duf
fé’. ,6’% SUBJECT :

Economic Evaluation

Brown State Unit No. 2

N. Anderson Ranch (Wolfcamp) Pool
Lea County, New Mexico

Attached are the post drilling economics for the Brown State Unit Well
No. 1. Originally, the well was drilled to a total depth of 12,500'

as a Morrow test which proved uneconomical. Additionally, the well was
tested unsuccessfully in the Canyon and Cisco Horizons prior to the
present Wolfcamp completion. After a 20,000 gal acid frac, the Brown
State Unit No. 1 was potentialed in the Wolfcamp for 40 BOPD + 14 BWPD
pumping on April 20, 1985.

The presented economics are based on drilling and completing a Wolfcamp
producer similar to the Brown State Unit No. 1. Wolfcamp drilling costs
are estimated at $750,000 (gross). Production is based on the actual
production from the Brown State No. 1 for the first four months and de-
clined at 5% thereafter (see attached production curve). This decline
is based on the performance of the North Anderson Ranch Unit State 1-33
(Wolfcamp) located about a mile to the south (curve attached). Expenses
are actual from Union's experience with similar wells in the area.

Resulting economics show gross oil reserves of 92 MBO (80.5 MBO net)
generating a before tax profit of 744 M$ for the 1ife of the project.
It is important to note, however, that the above economics are based
on the present perforated interval in the Brown State Unit No. 1 and
Tog analysis of the well indicates additional productive Wolfcamp
pay uphole and behind pipe which we will continue to evaluate for
recompletion.

TED:ggc
Attachments
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Union Oil and Gas Division: Central Region

Union Oil Company of California

500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-9731

unien

Wayne W. Strong July 31, 1985

District Land Manager
Midiand District

0i1 Conservation Division

Energy & Minerals Division

P.0. Box 2088

Santa Fe, New Mexico 87504-2088
Attn: Mr, R. L. Stamets

Gentlemen:

Brown State Unit

Case No. 8173

Order No. R-7531

Lea County, New Mexico
N/Anderson Ranch Prospect (7366)

Please find enclosd for your information and file, Union's application to the
Commissioner of Public Lands to declare the Brown State Unit Well No. 1 a Unit
well.

Although the decision to declare the well a Unit well belongs to the Commissioner's
Office, I wanted to keep your office informed of what we are doing.

Should you have any questions, please let me know.
Sincerely yours,
UNION OIL COMPANY OF CALIFORNIA

Ko M Aestes’

Linda H. Hicks
Landman

LHH/s
Enclosure



Union Qil and Gas Division: Central Region

Union Oil Company of California
500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702

Telephone (915) 682-9731
%;%?éli‘q
;rv

unien

Wayne W. Strong September 20, 1985

District Land Manager
Midland District

0il Conservation Division
Energy & Minerals Division
P.0. Box 2088

Santa Fe, NM. 87504-2088

ATTN: Mr. R.L. Stamets

Initial Plan of Development

VST
Section 28-15S5-32E
Lea County, NM.
N/Anderson Ranch Prospect (7366)

Gentlemen:
By letter dated August 8, 1985, the Commissioner's Office determined that

the Brown State Unit Well #1 qualified as a Unit well. This Wolfcamp well
is currently producing 10 BOPD, cummulative 2467 barrels through 9-1-85.

For the remainder of 1985, Union 0il Company of California does not plan
any additional development drilling. We will, however, continue to monitor
and evaluate the Brown State Unit for possible development potential.
Should you have any questions, please advise.

Sincerely yours,

UNION OIL COMPANY OF CALIFORNIA

\__/ ’ v ‘ .
AR S A /in,,¢;k7,~f

Linda H. Hicks

Landman
LHH:ss Cffj |
Enclosure ' ﬂ i
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Union Qil and Gas Division: Central Region

Union Oil Company of California

500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-9731

unien

September 20, 1985
Wayne W. Strong >Ep

District Land Manager
Midland District

011 Conservation Division

Energy & Minerals Division
P.0. Box 2088

Santa Fe, NM. 87504-2088

ATTN: Mr. R.L. Stamets

Lea Counfy, New Mexico
N/Anderson Ranch Prospect (7366)

Gentlemen:

Please find enclosed for your file a copy of the Commissioner's letter declar-
ing that the Brown State Unit Well No. 1 qualifies as a commercial well.

Sincerely yours,
UNION OIL COMPANY QOF CALIFORNIA

Linda H. Hicks
Landman

LHH:ss
Enclosure



Shaba cI I\valeVXQxico

JIM BACA Commissioner C{ qulc LAI"LCJS P.0.BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO 87504-1148
August 8, 1985 Express Mail Delivery Use:
310 0ld Santa Fe Trail
Union 0il Company of California Santa Fe, New Mexico 87501

P. 0. Box 671
Midland, Texas 79701

Re: Brown State Unit Well No. 1
Commercial Determination
Lea County, New Mexico

ATTENTION: Ms. Linda H. Hicks V///

Gentlemen:

This office is in receipt of your letter of July 30, 1985, wherein as
operator of the Brown State Unit you have determined the the Unit Well No.
1 is capable of commercial production as set forth in the Unit Agreement.

According to the data submitted the Commissioner of Publie Lands
concurrs with your commercial determination of the Unit Well No. 1. Please
file a plan of development for the remainder of this vear.

If we may be of further help please do not hesitate to call on us.
Very truly vours,

JIM BACA

COMMISSIONER OF PUBLIC LANDS
e~ ) & e

BY: L/f)491 pii/ﬂ;, L

RAY D. GRAKAM, Director

01l and Gas Division

AC 505/827-574%44

JB/RDG/pm



Union Oil and Gas Division: Central Region

Union Oil Company of California

500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-3731

unien 4 |72

Wayne W. Strong "January 31, 1986

District Land Manager
Midiand District

0i1 Conservation Division

Energy and Minerals Division
P.0. Box 2088

Santa Fe, New Mexico 87504-2088

Attn: Mr. R. L. Stamets

1986 Plan of Development

Brown State Unit

Case No. 8173

Order No. R-7531

Section 28-155-32E

Lea County, New Mexico
N/Anderson Ranch Prospect (7366)

Gentlemen:

The Brown State Unit Well No. 1 was drilled and completed with a potential of
26 BOPD on February 14, 1985. The well produces from the North Anderson Ranch
(Wolfcamp) Pool. Cumulative Production for 1985 totals 3263 barrels of oil
and currently the well produces 7 BOPD.

At this time, Union 0i1 Company of California, as Operator, has no plans to
drill any new wells in 1986. We will, however, continue to monitor and evaluate
The Brown State Unit for possible development potential.
Should you have any questions, please let me know.

Sincerely yours,

UNION OIL COMPANY OF CALIFORNIA

~ i /
N LI O AT 3 i
/I. fooA \;l g TN } ‘ﬂ

Linda H. Hicks K
Landman

LHH/ s
Cert.#P220602794



State of New Mexico

JIM BACA Commissioner C£ Puuic Lanch P.0.BOX 1148

N 87504-1148

COMMISSIONER February 13, 1986 ?Q';Pe‘;i M?ff‘?el?owery ser
310 01d Santa Fe Trail

JUnion 0il Company of California Santa Fe, New Mexico 87501

P. O. Box 671
Midland, Texas 79702

Re: 1986 Plan of Development
Brown State Unirt
Lea County, New Mexico

ATTENTION: Ms, Linda H. Hicks
Gentlemen:

The Commissioner of Public Lands has this date approved vour 1986
Plan of Development for the Brown State Unit Area, Lea County, New Mexico.
Such plan proposes to continue to monitor and evaluate the unit area for
possible development potential. Our approval is subject to like approval
by the New Mexico 0il Conservation Division.

Enclosed is an approved copy for your files.
Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

N N
BY:qQ—o«,du YAy —~—
FLOYD O. PRANDO, Director

0il and Gas Division
AC 505/827-5744

JB/FOP/pm
encls,
cc: 0CD~Santa Fe, New Mexico
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TONEY ANAYA
GOVERNOR

ol . James T
Jeunings & Ch
attornzys at
Fost Office B

STATE OF NEW MEXICO

ENERGY avo MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
POST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
May 22, 1984 SANTA FE, NEW MEXICO 87501
{605) 827-5800
Re: CASE NO. 8173
Jennings ORDER NO. R-7531
risty
Law Applicant:

ox 11890

Roswell, New Mexico

Dear Sir:

Union 0il Company of California

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

JOE D. RAJZ?y&////

Director

JDR/ fd

Copy of order also sent to:

Hobbs OCD X
Artesia OCD b4
Aztec OCD

Other




8173

S0 REF NO CG-718

W HUMPHAIES Commissioner of Riblic Lands v, 005 14

SANTA FE, NEW MEXICO 87504-1148

March 24, 1988

Unocal Oil & Bas Divisiaon
Attn: Ms. Linda H. Hicks
P. 0. Box 671

Midland, Texas 79702

Re: 1988 Plan .ot Development
Brown State Unit
lLea Countys; New Mexico

Gentiemen:

The Commissioper of Public Lands bas this date approved your
1988 Plan of Development for the above captioned unit area.

Qur approval is subject to 1ike approval by all pther
appragpraiate agencies.

Encinosed is an approved copy tor ypDur tiles.

1

I1f we may be of further help please do not hesitate to cal |

on us.
Very truly yours:
W. K. HUMPHRIES
COMMISSIONER OF PUBILLIC _ANDS

D ﬂ

H_OYD 0. PRANDO, irectar
Oil and Gas D!v(Sth
(505) 827-5744

WRH/FOP/pm

encls.

cc: 0OCD

BLM



Unocal Oil & Gas Division
Unocal Corporation

500 North Marienfeld, PO. Box 671
Midland, Texas 79702

Telephone (915) 682-9731

UNOCAL®

March 1, 1988

Midland District
0i1 Conservation Division
Energy and Minerals Division
P.0. Box 2088
Santa Fe, New Mexico 87504-2088
Attn: Mr. William J. LeMay, Director

1988 Plan of Development

Brown State Unit

Section 28-155-32E

Lea County, New Mexico
N/Anderson Ranch Prospect (7366)

Gentlemen:

Please find enclosed for your approval two copies of Union's 1988 Plan of Development
and Operations for the Brown State Unit.

Should you have any questions, please let me know.
Sincerely yours,
UNION OIL COMPANY OF CALIFORNIA

* - pay '{;Z P
( focamgloen TN S oo s

" Linda H. Hicks
Landman

LHH/s
Enclosures



1988 PLAN OF DEVELOPMENT
BROWN STATE UNIT
LEA COUNTY, NEW MEXICO
To: 011 Conservation Division
Energy and Minerals Division
P.0. Box 2088
Santa Fe, New Mexico 87504-2088

Attn: William J. LeMay, Director

SUMMARY OF 1987 OPERATIONS:

No new Unit wells were drilled in 1987. The Brown State Unit Well No. 1 pro-
duced 1484 BO and no gas for 1987. Current production rate is 2 BOPD.

1988 PLAN OF DEVELOPMENT:

No development drilling is planned for 1988. Union will continue to monitor and
evaluate the Unit for possible development potential.

Submitted this 1st day of March , 1988.

Sincerely yours,

UNION OIL COMPANY OF CALIFORNIA

i & 'y
- )] il
Wra,

D ije
‘Waynq/ﬁ. Strong
District Land Manager

WWS/LHH
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# 736(

SLO REF NO. 0G-86

WL HUPHEIES - Commissioner of Riblic Lands oo sox i1

SANTA FE, NEW MEXICO 87504-1148
April 29, 1987

Unocal 0il and Gas Division
ATTENTION: Ms. Linda H. Hicks
P. 0. Box 671

Midland, Texas 79702

.Re: 1987 Plan of Development
Brown State Unit
Sec. 28-158-32E
Lea County, New Mexico

Gentlemen:

The Commissioner of Public Lands has this date approved your
1987 Plan of Development for the Brown State Unit Area, Lea
County, New Mexico. Such plan calls for the drilling of no
wells.

Our approval is subject to like approval by the New Mexico
0il Conservation Division.

Enclosed is an approved copy for your files.

If we may be of further help please do not hesitate to call
on us.

Very truly vours,

W. R. HUMPHRIES
COMMISSIONER OF PUBLIC LANDS

) VQ
BY:EfLL;%uLgLf oy T
FLOYD O. /PRANDO, Director
0il and Gas Division

(505) 827-5744

WRH/FOP/pm

encls.

cc: OCD-Santa Fe, New Mexico
Gulram, Inc.



STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

C:L CONSERVATICN DIVISION

March 4, 1987

SARREY CARRUTHERS O0ST OFF CE S0X 2088
SCYESNGR STATE _ANG GFAICE BLILOING

SANTA FE NEW MEX CC 87507

1505)827-3800

Unocal
P. O. Box 671
Mlidland, Texas 79702

Attention: Linda H. Hicks

Re: 1987 Plan of Development
Brown State Unit
Sec. 28-158-32E
Lea County, New Mexico
N/Anderson Ranch Prospect (7366)

Gentlemen:

The above-referenced submittal has been approved by the
New Mexico QOil Ccnservation Division effective this date.
Such approval is contingent upon like approval by the New
Mexico Commissioner of Public Lands and the Bureau of
Land Management. '

Sincerely, .

Sy 2 -"_'?

. ‘4-, S T

RGCGY E. JOHNSON,

Senior Petroleum Geologist

REJ/dr
cc: Commissioner of Public Lands - Santa Fe

Bureau of Land Management - Albuquerque



Unocal Oil & Gas Division
Unocal Corporation

500 North Marienfeld, PO. Box 671
Midland, Texas 79702

Telephone (915) 682-9731

UNOCAL®

February 25, 1987

0i1 Conservation Division
Midland District . Energy and Minerals Division
Lo Ty P.0. Box 2088
Santa Fe, New Mexico 87504-2088
Attn: William J. LeMay

1987 Plan of Development
- Brown State Unit
Sec. 28-15S5-32E
Lea County, New Mexico
N/Anderson Ranch Prospect (7366)

Gentlemen:

Please find enclosed two (2) copies of Union's 1987 Plan of Development and
Operation for the Brown State Unit. We respectfully request your approval

of same.
Sincerely yours,
UNION OIL COMPANY OF CALIFORNIA
XM A bt
Linda H. Hicks
Landman

LHH:gb

Encls.



1987 PLAN OF DEVELOPMENT
BROWN STATE UNIT
LEA COUNTY, NEW MEXICO

To: 0i1 Conservation Division
Energy and Minerals Division
P.0. Box 2088
Sant Fe, New Mexico 87504-2088

Attn: William J. LeMay

SUMMARY OF 1986 OPERATIONS:

No new Unit wells were drilled in 1986. The Brown State Unit Well No. 1 produced
1934 BO and no gas for 1986.

1987 PLAN OF DEVELOPMENT:

No development drilling is planned for 1987. Union will, however, continue to
monitor and evaluate the Unit for possible development potential.

Submitted this /.S~ day of February, 1987.

Sincerely yours,

UNION OIL COMPANY OF CALIFORNIA
W £ W 7{

, ? f\ ¢
Wayne¢ W. Strong

District Land Manager
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Statz o[ Nszeaaco s

JIM BACA Commissioner 4 Puuic Lanc[s P.0. BOX 1148

COMMISSIONER April 4, 1984 SANTA FE, NEW MEXICO 87504-1148

Express ¥ail Delivery Uses
210 01d Sants Fe Trail

Ym § Aam $ 1 Py - £ 14 K4
Union 0il Company of Califcornia Santa Fe, New Mexico 87501

500 North Marienfeld
Midland, Texas 79702

Re: Proposed form of unit agreement
Brown State Unit
Lea County, New Mexico

ATTENTICN: Mr. Robert V. Lockhart
Gentlemen:

This office has rcviewed the uncxecuted copy of unit agreement for
tiie proposed Brown State Unit Agreement, Lea County, New Mexico. This
agreement meets the general requirements of the Commissioner of Public
Lands and has this date granted you preliminary approval as to form and
content.

Treliminary approval shall not be construed to mean final approval
of this agreement in any way and will not extend any short term leases
until final approval and an eifective date are given. Also, anyv well
comnmenced prior to the effective date of this agreement which penetrates
its objective horizon prior to said effective date shall not be considered
as the Initial Test Well.

When submitting vour agreement for final approval, please submit the
following:
1. Applicatiorn for formel approval bv the Commissioner settimg forth
the tracts that have becen committed and the tracts that have nct
been committed.

2. All ratifications from the Lessees of Record and Working Interest
Owners. All signatures should be acknowledged before a Notary

anc one set must contain criginal signatures.

3. Order of thc New Mexicc 0il Conseirvation Division.

0~

One copv of the TUnit Operating Agreement.



Union 0il Company of California
April 4, 1984
Page 2

5. The filing fee for a unit agreement is Thirty ($30.00) for
every scction or partial section thereof.

If we may be of further help pleasc do not hesitate to call omn
us. )

Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

4

RAY D. G£ZHAM, Director

0il and Gas Division
AC 505/827-5744

JB/RDG/pm
enc.s.

A £, a——

! = e
LKT i \')\»« Flmmian Vi Tl hid(,
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RECEIVED

JUL 261985

BIBLAND DISTRICT L.

JIM BACA Commissioner of Puuic Lancjs

P.0. 80X 1148
COMMISSIONER July 22, 1985 SANTA FE, NEW MEXICO 875041148
Express Mail Delivery Use:
Union 0il Company of California 310 0ld Santa Fe Trail
P. 0. Box 671 Santa Fe, New Mexico 87501

Midland, Texas 79702

Re: Brown State Unit Well No. 1
Sec. 28-15S-32E
Lea County, New Mexico

ATTENTION: Ms. Linda H. Hicks

Gentlemen:

This office is in receipt of your letter of July 17, 1985, requesting
a three month extension from August 2, 1985 to November 2, 1985 in order to
be able to complete your commercial well determination of your initial well.
During this period you will either submit the necessary material to allow
this well to be a unit well or file a Plan of Development or start a new
well.

If we may be of further help please do not hesitate to call on us.
Very truly yours,

JIM BACA

COMM R jfnPUBLI ‘LANDS
/ ! s 7
; /' P o // .
BY: ? /&X} - ey
HAM, Director

RAY D.J G
0il and ¢as Division-
AC 505/827-5744

JB/RDG/pm



W.R. HUMPHRIES
COMMISSIONER

P.0. 80X 1148
SANTA FE, NEW MEXICO 87504-1148

5173

September 13, 1989

Union 0il Company of California
P.0. Box 671
Midland, Texas 79702

ATTN: Robert ¥. Lockhart

RE: Contraction of Brown State Unit
L=2a County, New Mexico

Gentlemen:

According to Section ? of the Brown State Unit Agreement,

"Mot withstanding any of the provisions to the contrary, all
undeveloped regular well spacing or proration unit tracts
within the unit boundaries embracing lands of the State of
New Mexico shall be automatically eliminated +From this
Agreement and shall no longer be part of the unit or be
further subject ot the terms of this Agreement unless at the
expiration of +Ffive years (5) after the first day of the
month following the effective date of this Agrz=ement

diligent drilling operations are in progress on said
tracts®.

Our records show that the only development in the Brown State
Unit area 1is the Brown State Unit well No. 1. This well is
lacated in the NW/4 NE/4 Section 28, T-15-83, R-3Z-E, Lea County
Mew Mexico. The Unit has contracted under the provisions of the
automatic elimination clause to include only the proration unit
assigned to thes No. 1 well. The new Unit Area is W/2 NE/4
Section 28, T—-15-8, R-32-E which is held in its entirety by State
Lease LG-6345. : i



11 other State lands have been eliminated from the Unit except
those held in the above described proration unit. This
contraction is effective August 1, 198%. Flease advisa all
interested parties.

Flease submit revised Exhibits "A" and "B" to the Unit Agr=zement

that reflect the contraction of the Unit Area to this office. If
you have any guestions, please contact Susan Howarth at (S05)
827-5791.

Very truly yours,

W.R. HUMPHRIES
COMMISSIONER OF FPUBLIC [LANDS

BY: ER_QZﬁy& tg»{k@”ﬁ‘ﬁ\\

FLOYD O. PRANDO, Director
0il and Gas Division
(S05) 827-5749

cc: Unit Correspondence File
OCD- Santa Fe
Rovalty Management
0il and Bas Accounting Division



State of New Mexico

JIM BACA Commissioner O[ Puulc Lancjs P.0. BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO 87504-1148
October 16, 1985 Express Mail Delivery Use:

210 014 Santa Fe Trail
Union 0il Company of California Sants Fe, New Mexico 87571

P. 0. Box 671
Midiand, Texas 79701

Re: 1Initial Plan of Development
Brown State Unit
Section 28-15S8-32E
Lea County, New Mexico

ATTENTION: Ms. Linda H. Hicks
Gentlemen:

The Commissioner of Public Lands has this date approved your Plan
of Development for the remainder of 1985. Such plan calls for no additiomal
development drilling but will continue to monitor and evaluate the unit area
for possible development potential. Our approval is subject to like approval
by the New Mexico 0il Conservation Division.

Enclosed is an approved copy for your files.
If we may be of further help please do not hesitate to call on us.
Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

BY: | Z‘ €<9 /WM
RAY S%//RA?;§{ Irector

0il and Gas/Division
AC 505/827-5744

I5/RDG/ pm

SRS e

RIS 0Ch-Santa Fe, New Mexico



W@b%’.g"s%'ﬂ?fs Corﬁmiss{oner O[ R&[)[ic Lamis P.O. aoxmar

SANTA FE, NEW MEXICO 87504-1148

March 30, 1988

Unocal 0il and Gas Division .
P.0. Box 671
Midland, Texas 79702

ATTN: Linda Hicks

RE: 1989 pPlan of Development
Brown State Unit
Lea County, New Mexico

Gentlemen:

The Commissioner of Public Lands has this date approved the above
captioned 1989 Plan of Development. Our approval is subject to
like approval by all other appropriate agencies.

Enclosed is a copy for your files.

If we may be of further help, please do not hesitate to contact
us.

Very truly yours,

W.R. HUMPHRIES
COMMISSIONER OF, PUBLIC LANDS

#CCXLQ w Yz pe T
FLOYD O. PRANDGC, Director

0Oil and Gas Division
(505) 827-5744

BY:

cc:0CD
BLM



Uizocal Oil & Gas Division

Unocal Corporation

1004 Nonth Big Spring Street, P.O. Box 671
Midland, Texas 79702

Telephone (915) 682-9731

UNOCAL®

February 23, 1989

Midland District
Central Region

0il Conservation Division
Energy and Minerals Division

P. 0. Box 2088

Santa Fe, New Mexico 87504-2088

Attn: Mr. William J. LeMay,
Director

1989 Plan of Development

Brown State Unit

Section 28-15S~32E

Lea_ County, New Mexico

N/Anderson Ranch Prospect (7366)

Gentlemen:

Please find enclosed for your approval two copies of Union’s 1989
Plan of Development for the Brown State Unit.

Should you have any questions, please let me know.
Sincerely yours,
Union 0il Company of California
A%/M'u /4/ %{Lé/

Linda H. Hicks
Landman

LHH: jpp

Enclosures



1989 PLAN OF DEVELOPMENT
BROWN STATE UNIT
LEA COUNTY, NEW MEXICO

TO: O0il Conservation Division
Energy and Minerals Division
P. O. Box 2088
Santa Fe, New Mexico 87504-2088

Attn: Mr. William J. LeMay, Director

SUMMARY OF 1988 OPERATIONS:

No new Unit wells were drilled in 1988. An attempt was made to
stimulate the Wolfcamp perforations at 9832’ to 9838’ with 10,000
gal 20% SGA acid. Response was minimal. The Brown State Unit

Well #1 produced 1468 BO and no gas for 1988. Current production
rate is 5 BOPD.

1989 PLAN OF DEVEILOPMENT

No development drilling is planned for 1989. Union will continue
to monitor and evaluate the Unit for possible development
potential.

Submitted this CQZ day of February , 1989.

Sincerely yours,

Union 0il Company of California

29954625;\J

H. Herndon
Digtrict Land Manager

/

HHH:LHH: jpp
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JIM BACA Commlssioner C{ Pul)[tc Lancls P.0. BOX 1148

COMMISSIONER July 13’ 1984 SANTA FE, NEW MEXICO 87504-1148
Express Mail Deliv.ry Use:
310 01d Santa Fe Trail
Union 0il Company of California Santa Fe, New Mexico 87571
500 North Marienfeld
Midland, Texas 79702

Re: Brown State Unit
Lea County, New Mexico

ATTENTION: Ms. Linda H. Hicks
Gentlemen:

The Commissioner of Public Lands has this date granted you final
approval to the Brown State Unit Agreement, Lea County, New Mexico.
The effective date is July 13, 1984 being the same date as our approval.

Enclosed are Five (5) Certificates of Approval.

Your filing fee in the amount of Thirty ($30.00) Dollars has been
received.

Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

BY:

RAY D. GRAHAM, Director
0il and Gas Division
AC 505/827-5744

JB/RDG/pm
encls.
ce? 0OCD-Santa Fe, New Mexico
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"RCCKY MOUNTAIN JOINT OPERATING 4 oREEMENT
Form 3 Novamber, 1959

JOINT OPERATING AGREEMENT

SOUTH BLANCO AREA

STIETE CI NEW MEXICO

COUNTY CF  RrI10 ARRIBA

THIS AGREEMENT, made and entered into as of the .. 1St . day of ............. July. ... ,

1962qbyandbemmquﬁg§§MWngaNM$ Caulkins 0Oil Company; Ernest R. Breech;
Western Development 86. of Delaware; Ernest Kanzler; Ernest Kanzler; Trustee for
Ernest Kanzler, Jr.; Ernest Kanzler, Trustee for Robert Hudson Kanzler; Lorena
Mayer Nidorf; George Herbert Zimmerman; George Herbert Zimmerman, Trustee for
Georgia Zimmerman; George Herbert Zimmerman, Trustee for Elaine Zimmerman, George
H. Zimmerman, Trustee for Doris Zimmerman; George Herbert Zimmerman, Trustee for
Jgssie Zimmerman Hitchens; Mary H. Zimmerman, Successor Trustee for Helen
Z%mmerman; and Mary H. Zimmerman, Guardian of the Estate of Louis Zimmerman, a
minor.

WITNESSETH:

WHEREAS, the Parties hereto have reached an agreement to explore, develop and operate the
hereinaiter described Subject Lands for oil and gas as herein provided;

NOW, THEREFORE, in consideration of the mutual agreements herein contained, the Parties
hereto agree as follows:

ARTICLE 1
DEFINITIONS

1.1 Definitions.

Wherever the following terms are used in ‘this agreement they shall have the meanings assigned
to them in this Article 1.

1.2 “Subjeet Lands” means the lands described in Part I of Exhibit 1, attached hereto and made
a part hereof, but is limited to such formations or depths as are set forth in said Part I of Exhibit 1.
Exhibit 245 a-map-of-the surface-houndaries of Subjeei—hands -and - —attacked; t-nmade- a-part-hereef.

1.3 The “Committed Intercst” of a Party means the interest of each Party hereto as shown in
Part II of Exhibit 1 to he owned by such Party in the Subject Lands.

1.4 “Committed Substances” shall mean all oil, gas, gaseous and liquid hydrocarbons, sulphur
contained in gas, condensate, distillate and all associated and constituent liquid or liquefiable hydro-
carbons which under the Committed Interests may be produced.

1.5 “Operator” means ..............! Caulkins Qi) COMPANY. e herein
designated as Operator, or its duly appointed successor, and acting as Operator under this agreement
and not acting as an owner of a Committed Interest.

1.6 “Party” means a Party to this agreement, including the Party acting as Operator when-npeting
asarmrowier o f a Comnprtied- lnterest.

1.7 “Drilling Party” means the Party or Parties who have elected to participate in the Costs in-
curred in the drilling, completing, deepening or plugging back of a well in accordance with this agree-
ment.

1.8 “Non-Drilling Party” means the Party or Parties who have not elected to participate in the
Costs incurred in the drilling, completing, deepening or plugging back of a well under this agreement.

1.9 “Costs” means all expenditures incurred pursuant to this agreement and determined in accord-
ance with the Accounting Procedure atlached hereto as Exhibit 3, and made a part hercof, and such
other ecxpenditures as are herein made chargeable as Costs.

1.10 “Leasce Burdens” means the royalty reserved to the lessor in any oil and gas lease, an overrid-
ing royalty, a production payment, or any similar burden, but does not include a carried working inter-
est, a net profits interest or any other interest which is payable out of profits.

1.11 “Salvage Value” of materials and equipment means the value of such materials and equip-
ment determined in accordance with Exhibit 3 less the reasonably estimated Costs of salvaging the
same.

1.12 “Available Produection” means all Committed Substances produced, saved and sold hercunder,
except that portion which is used in the conduct of operations hereunder, and that which is unavoid-
ably lost, and that portion which is delivered in kind to owners of Lease Burdens.

1.13 “Participating Interest” of a Party means that proportion (expressed as a percentage) which
the acreage of its Committed Interest or Interests bears to the total acreage of all Committed Interests.
For the purposes of this definition, (a) the acreage of the Committed Interest in a tract containing Sub-
ject Lands shall be the acreage of such tract as set forth in Part 1T of Exhibit 1, and (b) if the Commit-
ted Interest in a tract is owned by two or more Parties, the acreage of such tract shall be apportioned
among them in proportion to their respective Committed Interests therein.

1.14 “Dencficial Interest” means that proportion (expressed as a percentage) which the net acre-
age of a Party's Committed Interest or Interests bears to the total net acreage of all Committed Inter-
ests; for the purposes of this definition the net acreage of the Committed Interest owned by a Party in
a tract containing Subject Lands shall be calculated by multiplying the acreage of such tract, as shown
in Part II of Exihibit 1, by the percentage of the Committed Substances which, if produced from such
tract in the absence of this agreement, would accrue to such Committed Interest after deducting all
Lease Burdens (whether payable in cash or in kind) shown on Part II of Exhibit 1 as an encumbrance
upon such Committed Interest.

1
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ARTICLE 2

APPORTIONMENT OF COSTS AND OWNERSIIIP OF
AVAILABLE PRODUCTION AND PROPERTY

2.1 Commitment of Interests. Each Party hereby subjects and commits to this agreement all of its
Committed Interests in the Subject Lands.

2.2 Apportionment. Except as otherwise stated in this agreement, the apportionment of Costs and
Available Production and the ownership of property shall be as follows:
A. All Costs incurred by Operator in the conduct of operations under this agreement shall be borne
by the Partics in proportion to their respective Participating Interests.

B. All Available Production shall be owned by the Parties in proportion to their respective Bene-
ficial Interests.

C. All materials, equipment and other property, whether real or personal, acquired by Operator,
and the cost of which is chargeable as Costs hereunder, shall be owned by the Parties in pro-
portion to their respective Participating Interests.

ARTICLE 3

- MINIRIUM ROYALTIES, DELAY RENTALS,
SHUT-IN WELL PAYMENTS AND LEASE BURDENS

3.1 Payment of Minimum Royalties, Delay Rentals and Shut-in Well
Payments. Operator shall make diligent effort to properly and timely
pay each installment of rental, minimum royalty, shut-in royalty, and shut-
in well payments that may become due and payable on the subject lands.
All such payments shall be charged to and borne by the Parties in pro-
portion in their respective Participating Interests.

3.2 Failure to Make Proper Payment. Operator shall exercise diligence
in respect of such payments when due but shall not be liable to the

other Parties for failure in respect thereto provided it acted in good
faith. :
date on which such a well is placed back on prod‘uction.
3.4 Payment of Lease Burdens listed en Exhibit 1. Any and all payments accruing to owners of
Lease Burdens shown on Exhibit 1, in respect of Committed Substances, shall be made or caused to be
made by Operator for the account of the Party liable therefor. All such payments shall be charged
to and borne ‘by the Parties in proportion to their respective Beneficial Interests, except that all such pay-
ments made in respect of Committed Substances produced from a well owned by less than all the Parties
shall be charged to and horne by the Party or Parties owning such well in the proportions that such Par-
ties share in the Available Production thereirom. Operator shall deliver to the owners of Lease Burdens
who have the right and who elect to take the same in kind their share of Committed Substances.
3.5 Paymert of Lease Burdens Not Listed on Exhibit 1. Any Lease Burden not listed on Exhibit 1
and all carried working interests, net profits interests, and all other interests payable out of profits, shall
be paid and borne by the Party whose Committed Interest is burdened thereby.

ARTICLE 4

OPERATOR’S POWERS AND RIGHTS

4.1 In Geneoral. Subject to the provisions of this Agreement, Operator shall direct and have control
of all operations conducied hereunder and shall have exclusive custody of all materials, equipment and
other property owned by the Parties.

4.2 Change of Operator. Operator may resign at any time upon
giving three months' written notice to all Parties but such resigna-
tion shall not release Operator from any liability for any default by
it hereunder occurring prior to the effective date of its resignation
Until a Successor Operator is selected as hereinafter provided,
Participating Interest Owners shall be jointly responsible for per-
formance of the duties of Operator, and shall, not later than 30 days
before such resignation becomes effective, appoint a common agent to
represent them in any action to be taken hereunder. Operator may be
removed at any time by 30 days' written notice to Operator given by
Parties owning or holding fifty-one per cent (51%) or more of the -
Participating Interests. Upon resignation or removal of Operator as
herein provided, Operator shall deliver possession of all equipment, 
materials, and appurtenances used in conducting the operations here-
under and owned by the Participating Interest Owners to the newly
designated Successor Operator or to such Participating Interests
owners thereof if no such new Successor Operator is elected, to be
used for the purpose of conducting operations hereunder. Nothing
herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

4.3 Designation of Successor Operator. Should Operator resign
or be removed as hereinabove provided, then Parties owning or holding
fifty-one per cent (51%) or more of the Participating Interests may
select a Successor Operator. Such Successor Operator so selected
shall accept in writing the duties and responsibilities of Operator
hereunder.
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Lands and any other cause (except inability to pay money) whether of the kind specifically enumerated
above or otherwise, which is not reasonably within the control of the Party claiming the suspension.

4.7 Opcrator’s and Party’s Lien. As sccurity for the payment of all suuns due Operator from each
Party, Opcratorlxs given a lien on the Commitled Interest of cach Party, and upon each Party’s inter-
est in all material and equipment installed on the Subject Land and upon its interest in all proceeds
from the sale of Available Production.

Each Party is given a like lien on the Commiited Interest, materials, equipment and proceeds from
the sale of Available Production of the Gperator as a Commiited Interest owner, to secure the payment
of all sums due hereunder from Operator to each such Party.

In ;he event Operator or any Party fails to pay, within the time limited for payment thereof, any
sum owing by it for Costs, the Party to whom such sum is due is authorized, at its election and with-
out prejudice to other rem.cdies, fo collect the amount owing from the purchaser of Available Produc-
tion out of the procceds accruing to the delinquent Party. Each purchaser of Committed Substances is
authorized to rely upon Operator’s statement as to the amount owing by such Party.

4.8 Advances. Gperator, at its election, <hall have the right, from time to time, to demand and
receive from the Pariies payment, in advance, for their respective shares of the estimated amount of
Costs to be incurred hereunder during any month, which right may be exercised only by submitting to
cach Party, between the first and twentieth day of the next preceding month, an itemized statement of
such estimated Costs, together with an invoice for its share thereof. Each Party shall pay to Operator
tts proportionate share of such estimated Costs within 15 days after such statement of estimated Costs
and invoice are received. Should any Party fail to pay its share oif such estimated Costs within said
time, the amount due shall thereafter hear intercst at the rate of 69 per annum until paid. Proper ad-
Justment shall be made monthly between advances and actual Costs incurred.

4.9 Trilling Contracts. All wells drilled on the Subject Lands shall be drilled on a competitive
contract basis; provided, however, Operator, if it so desires, may employ its own tools and equipment
in the drilling, completing, deepening or plugging back of any well, but only in the event its charges,
terms and conditions therefor shall have first been agreed to in writing by the Parties before such
operations are commenced.

ARTICLE 5
GPERATOR’S DUTIES AND LIMITATIONS
5.1 Specific Duties. In the conduct of operations hereunder, Operator shall:

A. Drillicg of Wells. Drill, complete, deepen or plug back a well or wells only in accordance
with the provisions of this agreement.

B. Consultation with Parties. Consult freely with the other Parties concerning operations here-
under and kecp them advised of all matters arising in operations hereunder which Operator deems
important in the exercise of its best judgment.

C. Compliance with Laws and Agreements. Comply with the terms of the oil and gas leases
i)r agreements under which each Committed Interest is held and with all applicable laws and regu-
ations.

D. Keep Property Free from Liens. Keep the Committed Interests and all property acquired
or used hereunder free and clear of all liens created by or arising from its operations under this
agreement.

E. Payrrent of Costs. Pay all Costs incurred in operations hereunder promptly as and when
due and payable and make proper charges to the Parties for their proportionate shares and should
any provision of the Aeccounting Procedure attached as Exhibit 3 be inconsistent with any provision
contained in this agreement, the provision in this agreement shall prevail.

. Access to Subject Lands and Related Records. Each Party at all reasonable times, but at its
sole risk, shall have access to the surface overlying the Subject Lands to inspect or observe opera-
tions, and cach Party shall have access to all available information pertaining to operations here-
under, including Operator’s books and records relating thereto. In addition, and with respect to
each well driiled upon Subject Lands, Operator shall, upon request and as soon as available, furnish
to each of the Parties the following:

(1) Samples of cores or cuttings to be delivered at the well in containers furnished by the Party
requesting same.

(2) A copy of all drilling logs and well surveys, except velocity surveys.
(3) A copy of all core analysis reports.
(4) A copy of all reports of well tests.

- . - Regulatory Agencie
5) A copy of all daily drilling reports. . :
: . 3! C tr nts filed with Goverpmental
5.2 Ik}gtlra{}cc?o.f?tyalf)gm%sl %vhhe %%c’zrr%ﬁoz?snzg‘e%%lsng Con uctesa hereunder, Opera orvs all comply

with the Workmen’s Compensation and Employer’s Liability Laws of the state where the operations are
being conducted. Operator shall also carry such insurance for the benefit of the joint account of the
Parties as specified in Exhibit 5 hereto attached and made a part hercof. Operator shall require all
contractors cngaged in work on or for the benefit of the Subject Lands, to comply with the Workmen’s
Compensation and Employer’s Liability Laws of the state where the Subject Lands are located, and to
maintain such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in Exhibit 5 or is subsequently re-
quired to be carried, then, in consideration of the charge to be made by Opcrator under Exhibit 3 for
Operator’s fully owned automotive equipment used in operations hercunder (which charge will include
such portion of the premiums paid for Automobile Public Liability and Property Damage Insurance
on Operatcr’s fully cwned automotive equipment as is properly allocable on the basis of use hercunder),
no scparate charge shall be made by Operator for premiums paid for such insurance.

5.3 Taxes. Any and all =d valorem taxes payable upon the Committed Interests (and upon Lease
Burdens which are not payable by the owners thercof), or upon materials, equipment or other property
acquired and held by Operator hereunder, and any and all taxes (other than income taxes) upon or meas-
ured by Commitied Substances produced from the Subject Lands which are not payable by the purchaser

—3_
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or purchasers thereof or by the owner of Lease Burdens, shall be pai
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payable and shall be charged and borne as follows: P y Operator as and when due and

A. Taxes upon materials, equipment and other propoer i

b , R property acquired and held by Operator here-
under shall be charged to and borne Ly the Parties owning the same in pr i i i
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Participating Interests therein. § l proportion to their respective
. B. All OFIIQI‘ laxes paid by Operator shall be charged to and borne by the Parties in proportion
1? tlgcg‘ respective Beneficiul Interests, except that in the case of a well owned by less than all the

artics such taxes shall be chargcq to and borne by the Party or Parties owning such well in the
same proportions that they share in the Available Production therefrom. All reimbursements from
owners of Lease Burdens, whether obtained in cush or by deduction from Lease Burdens, on ac-
count of any taxes paid for such owners shall be paid or ‘credited to the Parties in the same pro-
portions as such taxes were charged to such Parties.

C. Each Party shall prowptly furnish Operator with copies of notices, assessments, levies
or tax statements received by it pertaining o the taxes paid by Operator. Operator shall make
fuch returns, reports and statements as may be required by law in connection with any taxcs
above provided to be paid by it and shall furnish copies to the Parties upon request. It shall
natiry thg Parties of any tax which it docs not propose to pay before such tax becomes delinquent.
5.4 Nondiserimination. Tf any lease commilled hereto contains a nondiscrimination clause, then

Operator agrees as follows:

(@) In connection with the performance of work under this agreement, Operator shall not dis-
criminale against any employee or upplicant for employment because of race, religion, color or
hational origin, The aforesaid provision shall include, but not be liniited to the following: employ-
ment, upgrading, demotion or transier, recruitment, or recruitment advertising; layoff or termina-
hho'n; rates of pay or other forms of compensation; and selection for training, including apprentice-
ship.

(b) Operator agrees to post in conspicuous places, available to employees and applicants for
employment, notices to be provided by Operalor setting forth the provisions of the nondiscrimina-
tion clause set forth in Scction 5.4(a) above.

(c} Operator shall insert said nondiscrimination clause in all subcontracts hereunder except
subcontracts for standard commercial supplies or raw materials.

.55 Li‘milation on Expenditures. Operator shall not, without the consent of all Pariies chargeable
with the Costs thereof, undertake any single project rcasonably estimated (o require an expenditure
in excess of Five Thousand Dollars (§..2.000.00

provided that (1) whenever the Partics have authorized the drilling, completing, deepening or plugging
buck of a well, Operator shall (except as provided in Articles 9 and 10 hereof) be authorized to make
all reasonable and necessary expenditures in conncction therewith, and (2) in case of emergency, Oper-
ator may make such expenditures as, in its opinion, are nceessary to safeguard life and property, but
Operator shall, as promptly as possible, report the emergency to the Parties.

Operator shall furnish to each Party who makes a timely request therefor, copies of Operator’s

authorizations for expenditure or itemization of estimated expenditures in excess of §.2,.000.00.....
ARTICLE 6

0y

EXAMINATION AWSDELPeRONEL OF TITLES

6.1 No wells shall be drilled on Subject Lands until after (1)
the title to the drilling unit has been examined by a reputable oil
and gas attocrney and (2) the title has been approved by the examining
attorney or the title has been accepted by all of the barties who are
to participate in the drilling of the well.

quirements in such opinions pertainimg fo its Commilled INTCTESIS. ALLEY Gl LUE Vpaieusis come e meae
rendered, Operator shall notify cach Partyn writing whether it approves or disapproves the title to
each fCommitted Interest and if it disupproveNKnWW Committed Interest, it shall state the reasons
therefor.

6.2 Approval of Titles. If Operator approves the title_to each Committed Interest, then, within
fifteen (15) days after receipt of Operator's approval, each Party shall notify Operator in writing whether
it approves or disapproves the title to each Committed Interest. Ti~apy Party fails to give such notice
the litle to each Committed
the reasons therefor.
facilities erected on
ifies in the man-

within the time required, such Party shall be deemed to have approve
Interest. Any Party disapproving title to any Committed Interest shall st
6.3 No Drilling Untit Title Approved. No well shall be drilled or producti
Subject Lands until title to all of the Committed Interests has been approved by all
ner herein provided.
6.4 Termination of Agreement if Title is Disapproved. In the event that title to any Comnit
termesivis=disapproved=by=0perator=or=any-other~Rirly-as-hrereirovided—hi
ARTICLE 7
FAILURE OF TITLE
7.1 Should any oil and gas, or interest therein, be lost through
failure of title, this agreement shall, nevertheless, continue in force
to all remaining leases and interests, and
(1) The Party whose lease or interest is affected by
the title failure shall bear alone the entire loss and it
shall not be entitled to recover from Operator or the other
Partics any developmeént or operating costs which it may have
theretofore paid, but there shall be no monetary liability
on its part to the other Parties hereto by reason of such
title failure; and
(2) There shall be no retroactive adjustment of
expenses incurred or revenues reccived from the operation
of the interest which has been lost, but the interests of
the Partics shall be revised on an acrcage basis, as of the
time it is detvermined finally that title failure has occurred,
so that the RBeneficial Intercst of the Party whose lease or
intercst is affected by the title failure will thereafter be
reduced in subject lands by the amcunt of the interest lost;
and
(3) If the Beneficial Interests of the other Parties
hereto in any producing well theretofore drilled on subject
lands is increased by reason of the tictle failure, the Party
whose title has failed shall receive the proceeds attributable
to the increase in such interests (less operating costs
attributable theretc) until it has been reinmbursed for un-
recovered costs paid by it in connection with such well; and
(4} Should any perscn not a party to this agreement, who
is determined to be the owner of any interest in the title
which has failed, pay in any mannsr any part of the cost of
operation, development, or equipment, or equipment previously
paid under this agreecment, such amount shall be proportionately
paid to the party or parties hercto who in the first instance
paid the costs which are so rerfunded; and
(5) Any liability to account to a Third Party for prior
production of oil and gas which arizes by reason of title
failure shall be borne by the parties in the same proportions
in which they shared in such prior production.
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ARTICLE 9

DRILLING, COMPLETING, DEEPENING OR
PLUGGING BACI OF WELLS

9.1 Joint Account VWells. BExcept-as-rigy- be otherwise- provided—in—Bxhibit ~ attached- hercto-vith
respect to-thenitial-tost-well, Lo well shall be drilled, completed, deepened or plugged back for the
account of all Parties without the approval of all Parties.

9.2 Procedure to Initiate Drilling. Any Parly may propose the drilling of a well by giving to all
other Partics written notice therecf, stating (a) the location of the well, (b) the objective depth to which
the well is to be drilled and whether such objective depth is the total depth specified or such lesser depth
at which oil or gas may be discovered in paying quantities, and (c) the estimated cost of the well properly
ltemized. Each Party shall have the right to participate in the drilling of the proposed well by giving to
all other Parties written notice of election so to do within thirty (30) days after receipt of the initial
notice. Failure to elect to participate in the drilling of the proposed well within said thirty (30) day
period shall be deemed to be an election not to participate therein, provided, however, that any Party who
fails to elect or clects not to so participate within said thirty (30) day period may elect to so participate
by giving written notice to all other Parties at any time prior to the actual spudding of the well. If all
Parties elect to participate, the well shall be drilled for the account of all Parties, but if all Parties do
not elect to so participate, the well, if drilled, shall be drilled for the account of the proposing Party
and any other Party or Parties that had elected to participate within the required time, provided, how-
ever, that the well shall not be drilled for the account of less than all Parties, unless (a) the location
of the well conforms to the spacing pattern, if any, then established for the pool by applicable law,
order or regulation, or by the spacing then hcing followed in the field, and (b) operations for the drill-
inguof the well are commenced within sixty (60) days after the giving of notice of proposal to drill the
well.

9.3 Drilling by Less than All Parties. If the proposed well is drilled for the account of less than all
Parties, the provisions of Article 10 relating to Relinquishment of Interest by Non-Drilling Parties shall
apply to the drilling and testing of the well to the objective depth stated in the notice, but the consent to
the drilling of such well shall not be deemed consent to the running and setting of the production string
of casing therein or to the attempted completion thereof. After oil or gas in paying quantities has been
discovered in any zone or formation in the Subject Lands, no additional well drilled for the account of
less than all Parties shall be completed in the same zone or formation without the consent of all Parties,
unless such additional well conforms to the spacing pattern or well density then prevailing in the pool or
established by any state or governmental authority.

9.4 Election at Casing Point. After any well has been drilled to the objective depth stated in the
initial notice and appropriate tests have been made, herein referred to as casing point, Operator shall give
immediate notice by telegraph or telephone, to be confirmed in writing, to all Drilling Parties setiing
forth its recommendation with respect to the running and setting of a production string of casing and
completing the well. Each such Party shall have a period of 48 hours thereafter within which to notify
Operator in like manner whether or not it desires to participate in the running and setting of the pro-
duction string of casing and the completion of the well. Failure of a Party to so notify Operator within
the time required shall be deemed an election not to participate. If all Drilling Parties elect to partici-
pate, Operator shall conduct the proposed operation with respect to the running and setting of the pro-
duction string of casing and completing the well for the account of all such Parties, but if less than all
Drilling Parties elect to participate, the provisions of Article 10 relating to Rlelinquishment of Interest
by Non-Drilling Party shall apply to the running and setting of the production string of casing and com-
pleting the well to and including flow linc connections at the well head. If the running and setting of
the production string of casing and the completion operations results in a dry hole, Operator shall plug
and abandon the well at the cost of all Drilling Parties who participated in the drilling of the well.

9.5 Deepening or Plugging Back of Drilling Wells. If no Party elects to run a production string of
casing and complete a well drilled to its objective depth as provided in Sec. 9.4 dealing with Election at
Casing Point, but if Operator in its notice at casing point, or any other Drilling Party in its responsive
notice as therein provided, gives notice of election to deepen or plug back the well, such notice shall
be immediately transmitted by Operator to all Drilling Partics. Each such Party shall have a period of
24 hours thereafter within which to notify Operator in like manner whether or not it desires to partici-
pate in the proposed deepening or plugging back operation. If all Drilling Parties elect to participate,
Operator shall conduct the proposed operation for the account of all such Parties, but if less than all
Drilling Parties elect to participate, the provisions of Article 10 relating to Relinquishment of Inter-
est by Non-Drilling Party shall apply to the deepening or plugging back operation. If conflicting pro-
posals are made as between deepening or plugging back, the proposal for deepening shall have priority.
An election to plug back shall include the running and setting of a production string of casing and the
completion of the well at the plugged back depth, but when the well is deepened to its objective depth,
the provisions of Sec. 9.4 providing for Election at Casing Point shall again be applicable.

9.6 Deepening or Plugging Back of Abandoned Producing Well. Whenever a well has ceased to
produce.in paying quantities or when the abandonment of a well that has produced is proposed by any
Party owning an interest in the well, any other Party owning an interest in the well may propose the
deepening or plugging back of such well by giving Operator written natice thereof, stating the objec-
tive depth to be reached, and upon receipt of such notice, or if Operator itself proposes the deepening
or plugging back of such well, Operator shall give notice of such proposal to all Parties owning an inter-
est in the well. Each such Party shall have thirty (30) days thereafter within which to give Operator writ-
tan notice of whether or not it desires to participate in the proposed deepening or plugging back opera-
tion. If all Parties owning an interest in the well elect to participate, Operator shall conduct the proposed
operation for the account of all such Parties, but if less than all Parties owning an interest in the well
elect to participate, then, subject to the prior right of a Non-Abandoning Party to continue production
as provided in Sec. 13.2, the provisions of Article 10 velating to Relinquishment of Interest by Non-
Drilling Party shall apply Lo the deepening or plugging back operation. When the well is deepened to its
objective depth, the provisions of See. 9.4 providing for Election at Casing Point shall be applicable.

0.7 Contributions. In the event any Party proposing the drilling of a well has received an offer,
either oral or in writing, for a cash or acrcage contribution for the drilling of the well, it shall so state
in its initial notice and if any such offer for a cash or acreage contribution is thereafter received before
the actual drilling of the well is commenced, such Party shall promptly notify all Non-Drilling Parties
by telegram, and all such Non-Drilling Parties shall thercupon have the right, by notifying Operator

5
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before the actual spudding in of the well, to participate as a Drilling Party in the drilling of the well.
Any such contplb_uthn, when received, shall be apportioned among the Drilling Parties in accordance
with their participation in the Cost of the drilling for which the contribution was acquired.

.8 It is understood that Operator as designated in the preceding
Paragraph 1.5 of Article 1 may have the same rights with respect to
the proposal of any drilling, completing, deepening or plugging back
of wells as set forth in the preceding paragraphs of this Article 9
but in the event at the time of the initiation of such proposal the
sald Operator is not the owner of any Participating Interest and
Beneficial Interest as defined under the terms of this agreement,
then the said Operator shall not have the right and privilege to
proceed with the proposed drilling, completing, deepening or plugging
back of a well unless the same is specifically consented to by cne or
more of the Participating Interest Owners in conformity with the
provisions hereinbefore set forth in this Article, but, further, in
the latter event Operator may drill, complete, deepen or plug back
the well for the account of the Drilling Party or Parties all in the
manner provided for above in this Article.
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such operation) shall equal the suin of the following:

(a) 100% of that portion of the operating costs of the well until reversion as herein provided
that would have been chargeable to such Non-Drilling Party’s Participating Interest had the drill-
ing, completing, dcepening or plugging back operation, whichever is applicable, been conducted for
the acccunts of all Parties; and

(b) If the operation be the drilling of a well, .300......% of that portion of the Cost thereof to
the objective deptl: which would have been chargeable to such Non-Drilling Party had all Parties
participated in such operation; or

(¢) If the operation be the running and setting of a production string of casing and completing

the well, 300......% of that portion of the Cost thereof, up to and including the flow line connec-
tion at the well head, which would have been chargeable to such Non-Drilling Party had all Parties
participated in such operation; or

(d) Tf the operation be the deepening or plugging back of a well, ..30Q.......% of that portion of
the intangible Cost thercof, together with equipment costs only for newly acquired equipment in
the well up to and including the flow line connection at the well head which would have been charge-
able to such Non-Drilling Party had all Partics participated therein.

From and after such reversion, such Non-Drilling Party shall bear that percentage of all Costs
thercafter incurred in the operation of the well that is equal to its Participating Interest and shall own
that percentage of Committed Substances that is equal to its Beneficial Interest.

The Cost of any such operation conducied for less than all Parties shall be determined in accord-
ance with Exhibit 3 and a full statement of such Cost thereof shall be furnished by the Operator to all
Parties within sixty (60) days after the completion of any such operation; provided, however, that the
Operator may, in lieu of such full statement, submit monthly a statement of the Costs incurred during
the preceding month. Until Non-Drilling Party’s relinquished interest reverts to it, Operator shall fur-
nish to all Parties, cnce each month, a statement of the Cost of operating the well, such Costs being
likewise determined in accordance with Exhibit 3 and also Operator shall furnish monthly to such Par-
ties a statement of the quantity of the Committed Substances produced from the well during the pre-
ceding month together with the amount of the procecds realized from the sale of all available produc-
tion irom the well during the preceding month.

In the event more than one operation is conducted for the account of less than all Parties, then
the provisions of this section with respect to the recovery by Drilling Parties and reversion of relin-
quished interest shall be applied in the inverse order to that in which the operations were conducted
until the interest relinquished for each such operation has reverted, provided that recovery of the Costs
of any operation under this section shall be only payable out of the production resulting from such
operation.

10.3 Mlaterials and Equipment Used in Non-Joint Operation. All materials and equipment in or
appurtenant to a well in which an operation for drilling a well is conducted for less than all Parties shall
be owned by the Parties in proportion to their respective contributions to the cost thereof. In case of
an operation for the running and setting of a production string of casing and attempted completion of
a well, or in case of a deepening or plugging back operation, any materials or equipment that is in or
appurtenant to the well at the time of the commencement of the operation and which is necessary for
the conduct of such operation may be used by Drilling Parties so long as necessary, but the ownership
thereof shall not change. Upon reversion to a Non-Drilling Party of its relinquished interest, such Non-
Drilling Party shall become the owner of that same interest in the materials and equipment acquired
for the operation conducted for less than all Parties which such Non-Drilling Party would have owned
had such operation been conducted for the account of all Parties. Any amount realized from the sale or
disposition of equipment acquired in connection with any operation conducted under this Article 10
which would otherwise be owned by a Non-Drilling Party had it participated therein shall be credited
to the total unreturned cost of such operation and the cost of operating the well that is chargeable against
the relinquished interest of such Non-Drilling Party as above provided, and the balance, if any, shall
be naid to such Non-Drilling Party.

. .10’4. The above provisions of this Article 10 are subject to the
llmlt.:atlon expressed in Paragraph 9.8 of the preceding Article 9 here-
of w;.tb respect to the right of the said Operator designated in the
preceding Paragraph 1.5 of Article 1 to propose the drilling, com-

ple?ing, deepening or plugging back of wells set forth in the said
Article 9.
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Available Production, and on all purchases or sales, each Party shall execute any division order or con-
tract of sale pertaining to its share of Available Production.

11.2 Tailure to Take in Kind., In event any Party shall fail to make the arrangements necessary to
take in kind or separately dispose of its proportionate share of available Production, Operator shall have
the right for the time being, subject always to revocation at will by the Party owning the same, to pur-
chase such Available Production or to sell the same to others at not less than the market price prevail-
ing in the area for production of the same quality and at not less than the price which Operator reccives
for its own portion of Available Production; provided that all contracts of sale by Operator of Non-
Operator’s share of Available Production shall be only for such reasonable periods of time as are con-
sistent with the minimum needs of the industry under the circumstances, but in no event shall any such
contract be for a period in excess of one year.

ARTICLE 12
TRANSFERS OF INTERESTS

12.1 Assumption of Obligations. No Party shall make any transfer of its Committed Interest with-
out making the transfer expressly subject to this agreement and requiring the transferee, in writing,
to assume and to agree to perform all obligations of the transferor under this agreement relating to
the interest assigned. No transfer of a Committed Interest shall be effective as between the Parties
until the first day of the month following the delivery to the Operator of the original or a certified copy
of the instrument of transfer conforming to the requirements of this Section. No such transfer shall
relieve the transferring Party of any obligations accrued hereunder prior to such effective date, and any
agreement to participate in the drilling, completing, deepening, or plugging back of a well prior to such
egccti‘lghdate slinll bo deemad an uecruod obligation us to ull costs subsequontly incurred in colnection

therewith.
' 12.2 Multiple Transferees. If the Committed Interest of any Party is transferred to four or more
transferees, Operator may, at its discretion, require such transferees to appoint a single trustee with
full authority to receive notices and payments, approve expenditures and pay the share of Costs which
is chargeable against such transferees.

ARTICLE 13
ABANDONMENT

13.1 Consent Required. No well that has been completed as a producer shall be plugged and aban-
doned nor shall the operation of such a well for production, from the formations or zones in which it has
been completed, be discontinued without the written consent of all parties then owning the well.

13.2 Election to Coniinue Production. I1f any Party proposes the abandonment or discontinuance
of production from a well that has been completed as a producer, Operator shall give written notice
thereof to all other Partics then owning an intcrest in the well. Within 30 days after receipt of such
notice by the Operator, any Party who objects to the abandonment of the well and desires to attempt
to continue to produce the well from the formation or zone in which it is then completed (herein called
Non-Abandoning Party) may give written notice thereof to all other Parties (herecin called Abandoning
Parties) then having an interest in the well, whercupon the Non-Abandoning Party, or Parties, shall
pay to the Abandoning Party, or Parties, their respective shares of the Salvage Value of the materials
and equipment in or pertinent to the well. If any Party makes a proposal to deepen or plug back the
well in accordance with Articles 9 and 10 hereof, the right to continue to produce the well under the
provisions of this Article 13 shall have priority.

13.3 Relinquishment of Interest to Non-Abandoning Parly. Upon the making of the payment pro-
vided for in Section 13.2, the Abandoning Party shall he deemed to have relinquished unto the Non-
Abandoning Party, or Parties, all of their operating rights and working interest in the well and the
area described for such well by spacing order of state or governmental authority, or if there is no such
order, the area established for such well by the spacing pattern then in use in the field, or if there is no
such order or spacing pattern, then the 40 acre legal subdivision, or {ractional lot or lots, approximating
the same, embracing such well, if it be an oil well, or 320 acre legal subdivision or fractional lot or
lots approximating or included within the same, if it be a gas well, but only with respect to the forma-
tion or zone in which such well is then completed together with all of its interest in the materials and
equipment in or pertinent to the well. If there is more than one Non-Abandoning Party, cach shall be
deemed to have acquired the operating rights and working interest so relinquished in the proportion
that the Participating Interest of each such Party immediately prior to such relinquishment then bears
to the total Participating Interests of all Non-Abandoning Parties.

13.4 Operation Continued by Non-Abaadoning Parlies as Segregated Lands. After the relinquish-
ment above provided for in Section 13.3 the tract so relinquished shall be operated by the Non-Aban-
doning Partics as Segregated Lands in accordance with Article 15 hereof; provided, however, that when
the Non-Abandoning Parties desire to ultimately abandon the well, notice shall be given to Operator,
and the provisions of Articles 9 and 10 insofar as they relate to the right to deepen or plug back the
well shall again be applicable.

If operations for decpening or plugging back are conducted in such well, an adjustment will be
made so that the ownership of the well will be vesied in the Parties participating in such operations, and
the Party owning such equipment before such adjustment shall be reimbursed by the Parties acquiring
interests therein in proportion to their share of the new ownership of such equipment based upon its
then salvage value in accordance with the Accounting Procedure attached hereto as Exhibit 3,

13.5 Oblications of Non-Abandoning Partics. The Non-Abandoning Parties shall bear the Costs of
any additional tankage, flow lines or other facilitics nceded to measure separately the Committed Sub-
stances produced from the well and if the well is not subsequently deepened or plugged back in com-
pliance with the provisions of Articles § and 10, all costs of plugging and abandoning the well shall be
borne by the Non-Abandoning Parties.

ARTICLE 14
SURRLENDER

14.1 Right to Surrender. Except as provided in Section 14.2 hereof, no Committed Interest in the
Subject Land shall be surrendered in whole or in part without the consent of all Parties.

14.2 Offer of Assignment by Surrendering Parties. Whenever any Party desires to surrender its
—_7
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Committed Interest or any portion thercof, it shall give notice thereof in writing to the other Parties.
Any Party receiving such notice shall have the right at its election, within 13 days thereafter, to take
from the Party desiring to surrender, an assignment without warranty, express or implied, of all of
the interest desired to be surrendered by paying to the Party desiring to surrender, its share of the
Sqlvage Vilue of any salvable materials and equipment then located on the land covered by such Com-
mitted Interest. After such assignment, the assigning Party shall be relieved from all obligations
thereafter accruing with respect to the Committed Interest so assigned, except that the assigning
Party shall remain liable for its portion of any rental payable under such Committed Interest within 30
days after the giving of the notice of intention to surrender. If the assignment is to more than one Party,
the interest so assigned shall be apportioned among the assignees in the proportion that the Partici-
pating Interest of cach (prior to assignment) bears to the Participating Interest of all assignees. If no
Party elects to take such assignment within said 15 day period, the Parties desiring to surrender may
thereupon surrender their Committed Interest.

14.3 Operation of Assigned Interest as Segregated Lands. Any assignment or surrender made pur-
suant to the provisions of this Arlicle shall not change the Participating or Beneficial Interests of the
Parties, provided that, after such assignment, the lands covered by the Committed Interest so assigned
shall be operated as Segregated Lands in accordance with Article 15 hereof.

ARTICLE 15
» SEGREGATED LANDS
15.1 Lands Treated as Segregated. In the event of an assignment pursuant to Articles 13 and 14,

or in the cvent of an acreage contribution pursuant to Article 9, the lands covered by such assignment
or acreage contribution shall be treated as Segregated Lands under this agreement.

15.2 Gperation of Segregated Lands. All operations on Segregated Lands shall be conducted by
Operator for ihe account of and at the expense of the Party or Parties owning Committed Interests
therein, provided, however, that if the Party designated as Operator hereunder has no interest in the
Segregated Lands, the Parties having Committed Interests then shall designate the Operator for such
Segregated Lands who shall, with respect to such Segregated Lands, have all of the rights, powers
and duties of Operator under this agreement. Except for the proportion of the Beneficial and Partici-
pating Interests of the Parties, the rights and obligations of the Parties with respect to such Segregated
Lands shall be the same as if the Parties had entered into an agreement identical with this agreement,
but covering only such Segregated Lands.

15.3 Interest of Parties in Segregated Lands. After an assignment creating Segregated Lands, as
above provided, has been made, the assigning Partics shall cease to have any interest in the land which
become Segregated Lands with respect to the interest assigned, and the Participating Interest and Bene-
ficial Interest therein of the assigning Party shall be decmed to have been transferred to and acquired
by the Party or Parties receiving such assignment. In the event two or more Parties are assignees of
Committed Interests which become Segregated Lands, the Participating Interest and Beneficial Interest
of ecach shall be apportioned among themselves in the same proportion that their several Participat-
ing Interests bear to the total Participating Interest of all assignees. Each of the other Parties retaining
an interest in the Segregated Lands shall retain the same Participating Interest and Beneficial Interest
therein as it had immediately prior to such assignment.

ARTICLE 16
LIABILITY OF PARTIES AND PARTNERSHIP ELECTION

16.1 Liability of Parties. The liability of the Parties shall be several, not joint or collective. Each
Party shall be responsible only for its obligations herein set forth. It is not the intention of the Parties
to create a partnership and this agreement shall not be construed so as to render the Parties liable as
partners, associates, or joint venturers or as creating a mining or other partnership or association.

16.2 Purtnersiiip Election. All of the Parties hereto agree to elect, and do hereby elect, that all
operations hereun.er, and all Parties hereto with respect to such operations, be excluded from the appli-
cation of all of the provisions of Subchapier K of Chapter 1 of Subtitle A of the Internal Revenue Code
of 1954 and all amendments thereto. If the income tax laws of the state or states, in which the prop-
erty covered hereby is located, contain, or hereafter contain, provisions similar to those in the afore-
said Subchapter under which a similar election is permitted, all of the Parties make the same election.
Each Party agrees to furnish necessary information and execute such documents to evidence or effectu-
ate the election as may be requested by Operator, and each Party authorizes and directs Operator to
execute and file with the proper office or agency whatever documents are required to evidence or
effectuate such election.

ARTICLE 17
NOTICES

17.1 Giving and Receeint. Except as otherwise specified herein, any notice provided for or per-
mitted to be given by Operator or by a Party, shall be given in writing, by delivery in person, or by
United States mail or by telegraph, properly addressed to each Party to whom given, with postage and
charges prepaid. A notice given under any provision hereof shall be deemed given only when reccived
by the Party to whom such notice is directed; except that any notice given by United States registered
or certificd mail or by telegraph properly addressed to the Party to whom given, with all postage and
charges prepaid, shall be deemed given to and received by the Party to whom directed 48 hours after
such notice is deposited in the United States mail, or 24 hours after such notice is filed with an operat-
ing tclegraph company for immediate transmission by telegraph; and except also that a notice to Oper-
ator shall not be deemed given until actually received by Operator.

17.2 Proper Addresses. The address of each Party as set forth under or near its signature hereto
or in the premises hereof shall be deemed its proper address until such Party gives all other Parties
notice of its new address.

ARTICLE 18
IIEADINGS I'OR CONVENIENCE

18.1 ileadings. The headings used in this agreement are inserted for convenience only and shall be
disregarded in construing this agreement.

—8—
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ARTICLE 19
EFFECTIVE DATE AND TERM
10.1 Effective Date. This agreement shall become effective as of the date first above mentioned,
19.2 Term. This agreement shall remain in force and effect for a period of ... two. . (2). . .years

R O S S ORISR and so long thereafter as any Committed Interest or any cx-
tﬁnsmn or renewal thereof, remains in force; provided, however, that if at any time aflter said pgriod
there shall be no well on Subject Lands capable of producing a Committed Substance in paying quan-

19.3 Effect of Termination. Notwithstanding termination of this agreement, the provisions hereof
relating to the charging and payment of Costs and the disposition of materials and equipment shall
continue in force until all materials and cquipment owned by the Parties have been disposed of, and
until final accounting between Operator and the Partics has been made. Termination of this agreement
shall automatically terminate all rights and interests acquired by virtue of this agreement in the Sub-
Ject Lands, except such transfers of Committed Interests as have been evidenced by formal written in-
strument of transfer.

19.4 Effect of Signature. This agreement shall not become binding upon any Party signatory hereto
unless all Parties named in the premises hereof have executed this agreement or a counterpart hereof.

ARTICLE 20
OTHER PROVISIONS
Other provisions, if any, are:

20.1 TOCITO UNIT. The Tocito formation underlying the subject lands
is subject to a water flood program, and, accordingly, all Tocito
production shall be considered as produced from a Tocito Unit, and
not as having been produced from any particular well or wells.

All costs of drilling, equipping, operating, maintaining and
re-working Tocito input wells, production wells or wells to supply
water for the Tocito water flood (without regard to whether any such
well is a success or failure) and all costs of building, equipping,
operating and maintaining the water flood plant and flow lines and
extensions thereof and additions thereto and all costs of every kind
relating to the water flooding of the Tocito formation (without
regard to the success thereof) shall be regarded as costs of the
Tocito unit and shall not be allocated to or among any particular
producing Tocito well or wells. But if a well is projected to be
drilled, plugged back or re-worked for use in the Tocito unit and
thereafter is deepened, plugged back or otherwise re-worked for a
projected use other than for the Tocito unit, only the costs attri-
butable to reaching the point projected for use of the well in the
Tocito unit shall be charged as costs of the Tocito unit.

In connection with any project relating to the Tocito unit,
the Relinguishment of Interest provision of Section 10.2 of Article 10
shall be modified to provide for recovery by the Drilling Parties of
100% of operating costs, and 200% of all other costs, from all pro-
duction of the Tocito unit.

The provisions of this Section shall supersede other provisions
of the Operating Agreement only insofar as inconsistent therewith.

20.2 OTHER AGREEMENTS. This agreement shall hereby supersede
and replace any prior operating agreement or amendment or supplement
thereto covering subject lands cr any part thereof.



IN WITNLESS WHERLOF,
undersigned Parties as of the day and vear first above written.

Address:

1130 First National Bank Bldg.

Denver 2, Colorado

Address:
RBox 236

Bloomfield Hills, Michigan

Address:

825 Petroleum Club Bldg.

Denver, Colorado

Address:

1700 Club-~Exchange Bldg.

Detroit 26, Michigan

Address:

1700 Club -Exchange Bldg.

Detroit 26, Michigan

Address:

1700 Club-Exchange Bldg.

Detroit 26, Michigan

Address: ‘
197 North Canon Drive

Beverly Hills, California

Address:
150 Bagley Ave., Suite
Detroit 26, Michigan

Address:
150 Bagley Ave., Suite
Detroit 26, Michigan

Address:
150 Bagley Ave., Suite
Detroit 26, Michigan

Address:
150 Bagley Ave., Suite
Detroit 26, Michigan

Address:
150 Bagley Ave., Suite
Detroit 26, Michigan

Address:
150 Bagley Ave., Suite
Detroit 26, Michigan

1700

1700

1700

1700

1700

1700

ATTEST:

this agreement has been executed by the

Arnold E. Raether, Asst. Scaetary

Erne

Operator

st R. Breech

COMPANY

WESTERN DEVELOPMENT Q&. OF DELAWARE
By (A

0’5 m(.l/f.k'“

ATTEST:

President 2¥____

W

"ht Secrgtary

qfiiﬁ??ganzler/ '

6@&%

_;)Kanziz stee for
Ernest K r, Jr.
Ernest_Kanzler, ‘Trustee for

- “Robert™udson hanzler

Lorena Mayer Nidorf
J

A, - e~ 1[( ‘.b‘_ e
Gporge Herbert Zl?merman

(/ L

‘}Z L("— A “.hri"‘) lt"l i [—‘~..N;. e
George Herbert ijmerman,
Trustee for Georgia Zimmerman

‘,t‘

* . o . )

)[ A AL L e p ' .
< "~ ’os e Y

[

2 \“& PN T

Geor
Tr

Low /’ <

ge Herbert Zimﬂerman,

ustee for Elainde Zimmerman
H

-

. /
L2
3 / l"-’(__.... - e e e

Geor

//ij'for

ge H. Zimmerman, Trustee
Doris Zimmerman

/
Ve 4 -

“ ’ [, { (r ; i
e J{Y.’J'//'l o AR }HA,... e

Geor

Tr
Hi

ge Herbert Zimmﬁrman,
ustee for Jessi Zimmerman

tchens
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.'Zlm erman, Successor
stee for elen Zimmerman
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IN WITNESS WHEREOF, this agrcement has been executed by the
undersigned Parties as of the day and yecar first above wrilten.

Address: CAULK
1130 First Natlonal Bank Bldg. / f%? LL

1th L Browﬁ_ Vige-President

Denver 2, Col d ATUEST: ot
ve olorado J \\’“/1/LLL5 {g,ﬂwiyﬂ/z,;-_

Arnold E. Raeth;r, Asst. Seamtary

Operator
Address:
Box 236
Bloomfield Hills, Michigan Ernest R. Breech
Address: - COMPANY
825 Petroleum Club Bldg. WESTERN DEVELOPMENT &, OF DELAWARE
Denver, Colorado By () 0D MM ae oo,
President
ATTEST: O/ E ;

%gﬁistanf Secretary
Address: d
1700 Club Exchange
Detroit 26, Michigan Ernest Kanzler
Address:
1700 Club Exchange
Detroit 26, Michigan Ernest Kanzler, Trustec for

Ernest Kanzler, Jr.
Address:
1700 Club Exchange
Detroit 26, Michigan Ernest Kanzler, Trustee for
) Robert Hudson Kanzler

Address: . ,l Q *é?
197 North Canon Drive . éﬁ &4/»11_ 1J&VX£/\» ’&"QJLJ/

Beverly Hills, cCalifornia Lorena Mayfr Nidorf

Address:
150 Bagley Ave., Suite 1700
Detroit 26, Michigan . George Herbert Zimmerman
Address:
150 Bagley Ave., Suite 1700
Detroit 26, Michigan George Herbert Zimmerman,
Trustee for Georgia Zimmerman
Address:
150 Bagley Ave., Suite 1700
Detroit 26, Michigan George Herbert Zimmerman,
Trustee for Elaine Zimmerman
Address:
150 Bagley Ave., Suite 1700
Detroit 26, Michigan George H. Zimmerman, Trustee
for Doris Zimmerman
Address:
150 Bagley Ave., Suite 1700
Detroit 26, Michigan George Herbert Zimmerman,
Trustee for Jessie Zimmerman
Hitchens
Address:
150 Bagley Ave., Suite 1700
Detroit 25, Michigan Mary H. Zimmerman, Successor

Trustee for Helen Zimmerman

-10-~



*

Address: \\\A

150 Bagley Ave., Suite 1700
Detroit 26, Michigan Mary H. Zﬁymerﬁéhw\gifrdian of the

Estate of) Louis Zitwerman, a minor

STATE OF COLORADO )
y 8s.
CITY AND COUNTY OF DENVER )

7
On this Zgz% day of J}AZQMAﬁihu 1962, before me appeared

Keith L. Brown, to me personally kndwn, who, being by me duly sworn,
did say that he is the Vice-President of Caulkins 0il Company, and
that the seal affixed to said instrument is the corporate seal of
said corporation, and that said instrument was signed and sealed
in behalf of said corporaticn by authority of its board of directors
and said Keith L. Brown acknowledged said instrument to be the free
act and deed of said corporation.

Given under my hand and seal the day and year last above

written. - 41&4/
) fgfz’g‘ [/ 2 -

My commission expires : Notary Public
gawu 10 /903

Py ; .
STATE OF “vite -y v ..
- Z

)
) SS.
COUNTY OF _ /2 & ¢ e )
7

Before me, the undersigned, a Notary Public, within and for
said County and State, on this _= i day of Y/ ‘'z —r . le. , 1962, per-
sonally appeared Ernest R. Breech, Lo me personally known to be the
identical person who executed the within and foregoing instrument
and acknowledged to me that he executed the same as his free and
voluntary act and deed for the uses and purposes therein set forth.

In witness whereof, I have hereunto set my hand and official
seal the day and year last above written.

L AR, 7

My commission expires : Ty T e
é:}zjﬂy Sty Sl Notary Public
p — Walter €. Rogers, Notary Public, Wayne County
N My Commizsian Expires Luly 25, 1933
STATE OF COLORADO )
) Ss.
COUNTY OF DENVER )

on ghig 26 day of September , 1962, before me
appeared /By me'e§ Y gyorn did say that he is the President of
Western Development R o% Delaware, and that the seal affixed to
said instrument is the corporate seal of said corporation, and that
said instrument was signed and sealed in behalf of said corporation
by authority of its board of directors and said V.8 Macey
acknowledged said instrument to be the free act and deed
of said corporation. .

In witness whereof, I have hereunto set my hand and official
seal the day and year last above written,

) v"
My commission expires : 4%&;21%1:/51; §445;4£242

November 25, 1964 “\Notary Public

-11-



STATE OF MICHIGAN )

) 58.
COUNTY OF WAYNE )

Before me, the undersigned, a notary public, within and for
said County and State, on this 10th  day of October , 1962, per-
sonally appeared Ernest Kanzler, individually, and Erncst Kanzler, as
Trustee for Ernest Kanzler, Jr., and Ernest Kanzler, Trustee for

Robert Hudson Kanzler, to ne personally known to be the identical
person who exXecuted the within and foregoing instrument and
acknowledged to me that he executed the same as his free and
voluntary act and deed for the uses and purposes therein set forth.
In witness whereof, I have hereunto set my haﬁd and official
/

seal the say and year last above written./ p ,./ /
LI v ; K , ) /
, . . s y ooy . 4 /
My commission expires: : &z-//E[%E (ﬂ/' \/ p¢7£k /
August 16, 1965 EowNR LR EY B RLic [
Notary Public, Wayrie County, Mich.
STATE OF ) My Commissicn Cxpices Aug. 16, 1965
) SS.
COUNTY Or )

Before me, the undersigned, a notary public, within and for
said County and Stalke, on this __ day of . 1962, per-
sonally appeared Lorena Mayer Nidorf, to me personally known to be the
identical person who executed the within and foregoing instrument and
acknowledged to me that she executed the same as her free and volun-
tary act and deed for the uses and purposes therein set forth.

In witness whereof, I have hereunto set my hand and officoal
seal the day and year last above written.

My commission expires :

Notary Public

STATE OF %,4,41;4, o) )
, 7 ) SsS.
COUNTY OF . ({o—v—iy i/ )

Before me, the undersigned, a notary public, within and for
said County and State, on the _ /v &< day of . le-dun ., 1962, per-
sonally appeared George Herbert Zimmerman, individually, and George
Herbert Zimmerman, as Trustee for Georgia Zimmerman, and George
Herbert Zimmerman, as Trustec for Elaine Zimmerman, and George H.
Zimmerman as Trustee for Doris Zimmerman, and George Herbert
Zimmerman, as Trustee for Jessie Zinmerman Hitchens, to me personally
known to be the identical person who executed the within and foregoing
instrument and acknowledged to me that he executed the same as his
free and voluntary act and deed for the uses and purposes therein
set forth.

' In witness whercof, I have hereunto set my hand and official
seal the day and year last above written.

My commission expires: CZanu&/'ﬁﬁ- A cr A
)AAM?)ﬂ,/VCJ Notary Public

ALMA M, NAVARRE
MNctary P.blic, Wayne Co. Mich,

e A ) :
STATE OF Z// "’ my Comm. Expires May 21, 1943

)
) §S.
COUNTY OF .lo—teey ,ou )

Before me, the undersigned, a notary public, within and for
said County and State, on this /v %~ day of oo , 1962, per-
sonally appeared Marv H. Zimmerman, as Successor Trustee for Helen
Zimmerman and Mary H. Zimmerman, as Guardian of the Estate of Louis
Zimmerman, a minor, to me personally known to be the identical person
who excecuted the within and foregoing instrument and acknowledged
to me that she executed the same as her free and voluntary act and
deed for the uses and purposes therein set forth.

In witness whereof, I have hereunto set my hand and official
seal the day and year last above written.

My commission expires: U ovrar S77 S —ain
Yot »f 1Y b3 Notary Public
; N ALMA M. NAVARRE
otary Public, wg ne C .
- My Comm. Exp; Y o Mich,
-12- +EXpires May 21, 19e5




STATE OF )

) SS.
COUNTY OF )

. Before me, the undersigned, a notary public, within and for
said County and State, on this day of , 1962, per-
sonally appeared Ernest Kanzler, 1nd1v1dually, and Ernest Kanzler, as
Trustee for Ernest Kanzler, Jr., and Ernest Kanzler, Trustee for

Robert Hudson Kanzler, to me personally known to be the identical
person who executed the within and foregoing instrument and
acknowledged to me that he executed the same as his free and
voluntary act and deed for the uses and purposes therein set forth.

In witness whereof, I have hereunto set my hand and official
seal the say and year last above written.

My commission expires:

Notary Public

STATE OF CALTFORNIA )

Ss.
COUNTY OF LOS ANGELES )

Before me, the undersigned, a notary public, within and for
said County and State, on this _24th  day of October , 1962, per-
sonally appeared Lorena Mayer Nidori, to me personally known to be the
identical person who executed the within and foregoing instrument and
acknowledged to me that she executed the same as her free and volun-
tary act and deed for the uses and purposes therein set forth.

In witness whereof, I have hereunto set my hand and officoal

seal the day and year last abo itten. S )
My commission expires : ///L/(/f1 '/ltftwﬁ/;) //(/Z(fﬁ';fzégk///

My Cowmssion Expires Sept. 27, 1o /Notaly Public
STATE OF )
) SS.

COUNTY OF _ )

Before me, the undersigned, a notary public, within and for
said County and State, on the _day of , 1962, per-
sonally appeared George Herbert Zimmerman, individually, and George
Herbert Zimmerman, as Trustee for Georgia Zimmerman, and George
Herbert Zimmerman, as Trustee for Elaine Zimmerman, and George H.
Zimmerman as Trustee for Doris Zimmerman, and George Herbert
Zimmerman, as Trustee for Jessie Zirmmerman Hitchens, to me personally
known to be the identical person who executed the within and foregoing
instrument and acknowledged to me that he executed the same as his
free and voluntary act and deed for the uses and purposes therein
set forth.

In witness whereof, I have hereunto set my hand and official
seal the day and year last above written.

My commission expires:

Notary Public

STATE OF )
) ss.
COUNTY OF )

Before me, the undersigned, a notary public, within and for
said County and State, on this _day of , 1962, per-
sonally appeared Marv H. Zimmerman, as Successor Trustee for Helen
Zimmerman and Mary H. Zimmerman, as Guardian of the Estate of Louis
Zimmerman, a minor, to me personally known to be the identical person
who executed the within and foregoing instrument and acknowledged
to me that she executed the same as her free and voluntary act and
dced for the uses and purposes therein set forth.

In witness whereof, I have hereunto set my hand and official
seal the day and year last above wr-tten.

My commission expires:

Notary Public




"EXHIBIT I
OF JOINT OPERATING AGREEMENT
BETWEEN CAULKINS OIL COMPANY
AND ERNEST R. BREECH,
ET AL.

DATED As Of July 1,1962

PART I

DESCRIPTION OF SUBJECT LANDS

. All of Section 18, Township 26 North, Range 6 West, and all
@wuif9>’of Sections 13 and 23, and the Nerth Half and the Southwest
/ Csme.sQuarter of Section 24, Township 26 North, Range 7 West;
o - (SF-079034) - (NM-03733)
4’6,14 All of Sections 8, 9 and 10, and the North Half and the
b Southeast Quarter of Sec. 17, Township 26 North, Range 6
A West (SF-079035-A) - (NM-0163224)

) J/,:,1 All of Section 7, Township 26 North, Range 6 West, and the
L , North Half and the Southwest Quarter of Section 14, Township
26 North, Range 7 West; (SF-079083) - (NM-03381)

‘.(‘vlz“,\ L

. :% All of Sections 12 and 14 and the North Half and the Southeast
... Quarter of Section 13, Township 26 North, Range 6 West;
- (SF-079184) =~ (NM-03554)

1.k 129 ALl of Section 11, and the North Half of Section 15, and the
* East Half and the Southwest Quarter of Section 22, and the
North Half and the Southeast Quarter of Section 21, Township

26 North, Range 6 West; (SF-079185) - (NM-03553)

4. .f '+>The South Half and the Northeast Quarter of Section 1, all of
- 4.v ... Sections 3 and 4, and the East Half and the Southwest Quarter
of Section 5, Township 26 North, Range 6 West;

(SF-079186 =~ (NM-03551) and
Jai1s1 All of Sections 33 and 35, and the East Half of Section 34, in
s oot Township 27 North, Range 6 West; (SF-079210) - (NM-03547)
PART II

COMMITTED INTERESTS

Ernest R. Breech Company , 5%
Western Development €o. of Delaware 45%
Ernest Kanzler 18%
Ernest Kanzler, Trustee for

Ernest Kanzler, Jr. 6%
Ernest Kanzler, Trustee for

Robert Hudson Kanzler 6%
Lorena Mayer Nidorf 10%
George Herbert Zimmerman 1%
George Herbert Zimmerman, Trustee

for Georgia Zimmerman 1%
George Herbert Zimmerman, Trustee

for Elaine Zimmerman 2%
George H. Zimmerman, Trustee for

Doris Zimmerman 2%
George Herbert Zimmerman, Trustee

for Jessie Zimmerman Hitchens 2%
Mary H. Zimmerman, Successor Trustee

for Helen Zimmerman 1%

Mary H. Zimmerman, Guardian of the
Estate of Louis Zimmerman, a
Minor 1%

Total 100%
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EXHIBIT 3 PASO-T-1955-2

Attached to and made a part of . JOINT OPERATING AGREEMENT BETWEEN
CAULKINS OIL COMPANY AND ERNEST R, BREECH ET AL.

DATLED As Of Julv 1 , L1962

nCCOUi\ H\u PPO EDURE

(UNIT AND JOINT LEASE GPERATIONS)

I. GENZRAL PROVISIONS
Definltions
“Joint p-operty” as herein used shall be construed to mean the subject area covered by the agreement co which this “Accounting Proceduce™ is at-
tached.
“Opcrator” as herein used shall be construed to mean the party designated to conduct the development and operation of the subject area for the
joint account of cthe parties hercto.

"Non-Operator” as herein used shall be construed 1o mean any one or more of the non-operating partics.
Stateraents and LEillings

Operator shall bill Non-Operator on or before the last day of cach month for its proportionatc share of costs and expenditures Juring the preced-
ing mon:h. Such bills will be accompanied by statements, reflecting che total costs and charges as ser forth undec Subparagraph ... Ao below:
A. Statement in detail of all charges and credits to the joint account.
B. Statemenc of all charges and credits 1o the joint account, summarized by appropriate classifications indicative of the nature thercof.
C. Statements as follows:

(1) Detailed statement of material ordinarily considered controllable by operators of oil and gas properties;

(2) Suatement of ardinary charges and credits o the joint account summarized by appropriate classifications indicative of the nature thercaf;
and

(3) Detailed statement of any other charges and credits.
Payments by Non-Operator

Each party shali pay its proporcion of all such bills within fifteen (1) days after reccipt thercof. If payment is not made within such time, the

unpaid bulance shall bear interest at the rate of six per cent (6%) per annum untld paid.
Adjustments ‘

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof.  Subject to the exception
noted in Paragraph § of chis section [, all statements rendered to Non-Qperator by Operator during any calendar year shall conclusively be presumed
to be trae and correct afcer twenty-four (24) months following the end of any such calendar year, unless wichin the said cwenty-four (24) month
period Non-Operator takes written exception thereto and makes claim on Operator for adjustment.  Failure on the part of Non-Operator 1o make
claim on Operator for adjustment within such period shall establish the correctness thereof and preclude the filing of exceptions chereto or making
of claims for adjustment thereon.  The provisions of this paragraph shall not prevent adjustmenss resulting from physical inventory of property as
provided for in Sccaon VI, laventories, hereof.

Audits

A Noa-Dperator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Operator’s accounts and records
relating tu the accounting hercunder for any calendar yeae within the twenty-four (24) month period following the ead of such calendar yeur, pro-
vided, liowever, that Non-Operator must take written exception to and mahke cliim upon the Operator for all discrepancies disclosed by sad
audit within said twency-four (24) month period.  Where there are two or more Nan-Operators, the Non-Operators shall make every reasonable
effort tu cunduct joint or simultancous audits in a manner which will result in a2 miaimum of inconvenience to the Operator.

II. DEVELOPMENT AND OPERATING CHARGES
Subjet to limitations bereinafter prescribed, Operator shall charge the joint account with the following items:

Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalues, when not paid directly to royalty owners by the
Y P y Up J
puschascr of the oil, gas, casinghead gas, or other producs.

Labor

A. Saliries and wages of Opcerator’s employees directly engaged on the joint property in the development, maintenance, and operation thereof,
including saluries or wages paid to geologists and other employees who are temporarily assigned 1o and directly employed on a drilling well.

B. Opcrator’s cost of holiday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge-
able under Subparagraph 2 A and Paragraph 11 of this Section 1. Costs under this Subparagraph 2 B may be charged on a “when and as
paid basix” ur by “perceatage assessment” on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Scction M. If percencage assessment is used, the rate shall be based on the Operaror’s cost experience.

C. Cosis of expenditures or contributions made pursuant to assessinents imposed by governmental authority which are applicable 1o Opcruol s labor
cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Secvion 1L

Emplcyec UBenefits

Operatur’s current cost of established plans for employees’ group life insurance, haipitalization, peasion, retirement, stock purchase, thrift, bonus,
and other benefie plans of a like nature, applicable to Operator’s labor cost, provided that the toial of such charges shall not exceed ten per cent
(169) of Operator’s labor costs as provided in Subparagraphs A and B of Paragraph 2 of chis Section Il and in Paragraph 11 of this Section 1L
Mater:al

Material, cquipment, and supplies purchased or furpished by Operator for use of the joint property. So far as it is reasonably practical and con-
sistent with cfficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required fur
imunedizte use; and the accumulation of surplus stocks shall be avoided.

Transportation

Tramsportation of eniployees, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property
subjece o the fullowing limitations:

A. If mawerial is moved to the joint property from vendor's or from the Operator’i warchouse or other properties, no charge shall be made to the

juine account for a distance greater than the distance from the nearest reliable supply store of railway receiving point where such material is

avalable, except by special agreement with Non-Operator.



B. If surplus material is moved 1o Operator's warchouse or other storage point, no charge shall be made to the joint account for a distance greater
than the distance fram the nearest reliable supply store or railway recciving point, except by special agreement with Non-Operator.  No charge
shall be made to the joint account for moving material 1o other propectics belunging to Operator, except by special agreement with Non-Operator.

6. Service

A. Ouwide Scrvices:

The cost of contract services and utilities procured from outside sources.

B. Usc of Operator's Equipment and Facilities:

Use of and service by Operator’s exclusively owned equipment and facilities s provided in Paragraph 5§ of Section I endidded *Operator’s Fx-
clusively Owned Facilities.”

7. Damages arnd Losses to Joint Property and Equipment

All costs or expenses necessary 1o replace o repair damages or losses incurred by fire, flood. storm, theft, accident, or any other cause not con-

trollable by Operator through the exercise of reasonable diligence,  Operator shall furnish Non-Operator written notice of damages or lusses in-

curred as soon as practicable after report of the same has been received by Operator.
8. Litigation Expense

All costs and expenses of litigation, or legal services otherwise necessary or expecient for the protection of the joint interests, including attorneys’

fees and expenses as hercinafter provided, together with all judgments obrained againse the partics or any of them on account of the joint operations

under this agreement, and actual expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any
action or claum prosccuted or urged against the joint account or the subject maiter of this agreemcnt.

A. It a3 majority of the interests hereunder shall so agree, actions or claims aficoting the joint interests hereunder may be handled by the legal
staff of one or more of the parties hereto; and 2 charge commensurate with cost of providing and furnishing such services rendered may be
made against the juine account; but no such charge shall be made undil approved by the legal departments of or attorneys for the respective
partics hereto.

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder.
9. Taxes
All taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of chis sgreement, the produc-
tion therefrom or tie operation thereof, and which taxes have been paid by the Operator fur the benefic of the parties hereto.
10. Insurance and Claims
A. Premiums paid for insurance required to be carricd for the benefit of the joint account, together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier.

B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in seccdement of any and all losses, claims, dam-

ages, judgments, and any other expenses, including legal services, shall be charged to the joint account.

11. District and Camp Expense (Field Supervision and Camp Expense)

— P b poEku i hevalariee 2ad expens f—Opuratorisproductivatupesiateadear and other employees sercing the julatpropesiy—aad nrllr

propertios ulthe-Qperator in the same operating area, whose time is not allocated directly to the properties, and 2 pro rata purpon of th~" cost of
P

ffice hknown as Operator’s i e
of fice located a0 OF NCAr ool i T e .’,"_{:ff:.’,,"(‘;r/‘:’compaublc office if location changed), and
necessary suboffices (if any), maintained for the ;onvumgnu ot Ll\c/.x‘bou.:dncnk:g%rmd all necessary camps, including housing facilities for
employces if requiced, used in the condugr of-the™ Gperations on the joint property and othe@ propestics operated in the same focality.  The expense
of, less any Wwv’rﬁng S Tacilities should be inclusive of depreciation or a2 fair moathily rcnx:lmw:m Such
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maintaining and operiating 2 produrtios

Operator shall make a monthly charge of $100.00 for
the operation of the Tacito Gas Compressor Plant and
water injection system.

12, Administrative Gverhead
Operator shall have the right to assess against the joint property covered hereby the following management and adminiscrative overhead charges,
which shall be in licu of all expenses of all offices of the Operator not covered by Section I, Paragraph 11, above, includinyg salaries and expenses
of personnel assigned to such offices, excepr that salaries of geologists and other employees of Operator who are temporarily assigned to and directly
serving on the joint property will be charged as provided in Section I, Paragraph 2, above. Siliries and expenses of other technical employees as-
signed (o such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed
upon between Operator and Non-Operator as a direct charge to the juint property.

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE
DRILL!NGEWELL {Use Complction Depth)
RAT

All Wetls
Well Copth Each Well First Five Naxt Five Over Ten

0-3500 - $250 $25 $20 $20

3500-6000 . ......$300 .. ... .$45 $35 30

6000=8500. . @ $350 ... ... . S65 _  s55 ..845 o
85300 $400. . .. $75 $60 $50

A. Overliead charges for dnlling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the
case may be, except that no charge shzll be made during the suspension of drilling operations for fifteen (15) or mare consecutive days.
B. Ia conncction with overhead charges, the status of wells shall be as follows:
(1) Injeccion wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc-
ing oil wells. not
(2) Water supply wells utilized for water flooding operations shzll/bc included in the overhead schedule the sanme—us producing oib-walh
(3) Producing gas wells shall be included in the overhead schedule the same as producing oil wells.
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(4) Wells permanently shut down but on which plugging operations are deferrec shall be dropped from the overhead schedule at the time the
shutdowa is effected.  When such wells are plugged, overhead shall be charged st the producing well rate during the time required for the
plugping operation.

(§) Wells being plugyed back, dritled deeper, or converted to 1 source oc input well shall be inctuded in the overhead schedule the same 15 drill-
ing wells.

(6) Temporarily shut-dewn wells (other than by governmental regulatory body. which are noc produced or worked upon for a period of a full
calendar mounth shall not be included in the overhead schedile; Luwever, wells shut in by governmental regulatory body shall be included
in the overhioad schedule only in the event the allowable production is transfesred to other wells on the same property. In che cvent of a
unit atlowable, all wells capable of producing will be counted in determining the overhead charge.

(7) Wells compleiad in duzl or muldple horizons shall be considered as two wells in the producing overhead schedule.

(8) Lease salt water disposal wells shall not be iacluded in the overhead schedule unless such wells are used in 2 sccondary recovery program
on the joinc propery.

C. The above overhead schedule for producing walls shall be applied to the total number of wells operated under the Operating Agreement to which
this accounting procedure is attacked, irrespective of individual leases.

D. It is :pecifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the
construction or operstion of additional facilities such as, but not lLimited 10, gasoline plants, compressor plants, repressuring projects, salt water
disposal facilities, and similar iastallations.  1f ac any time any or all of these bsvome necessary 1o the operation, a separate agreement will be
reached relidive to an overhead charge and allocation of district expense.

E. The above specific overhead rates may be amended from time 1o time by agreerient becween Operator and Non-Operator if, in practice, chey are
found to be insufficient or excussive.

13. O=ncrator’s Fuily Owned Warehouse Gperating and Maiatenance Expense
(Deseribe fully the agreed procedure to be followed by the Operator.)
13-A Non-Operator's fullv owned warehouse operating

14, Other Cxpenditures

Any expenditure, other than expenditures which are covered and deslt with by e foregoing provisions of chis Seccion I, incurred by the QOpera-

tor for the necessary and proper development, maintenance, and operation of the juint propercy.

III. BASIS OF CHARGES TO JOINT ACCOUNT

1. Purchases

Material and equipment purchased and service procured shall be charged at price piid by Operator after deduccion of all discounts actually received.
2. Liaterizl Turnisned by Operator

Material required for operations shall be purchased for direct charge o juint account whenever practicable, except that Operator may furnish such

material from Operiior's stocks under the following conditions:

A, New Marerial (Condition “A”)

(1) New materizl transfeered from Operator's warchouse or other properties shall be priced f.o.b. the nearest repurable supply store or railway
receiving point, where such material is available, at current replacement cost of the same kind of marerial. This will include material such
as tanhs, pumping units, sucker rods, engines, and other major cquipment  Tubular goods, two-inch (27) and over, shall be priced on car-
load buasis effective at date of transfer and fob. rajlway recciving point nearest the joine account operation, regardless of quantity transferred.

(2) Othier material shall be priced on basis of a reputable supply company’s praferential price list effective at date of transfer and f.0.b. the sture
or railway receiving point nearest the joint account operation wiere such material is available.
(3) Cask discount shall not be allowed.
- B. Used Material (Condition "B” and "C")
(1) Matezal which is in sound and serviceable condition and is suitable for ruuse wichout recanditioning shall be classed as Condition “"B™ and
priced st sevenry-five per cent (7550) of new price.
(2) Macenal which cannor be classified as Condition "I" but which,
(3) After reconditioning will be further serviceable for onginal funciion s goud secondhiand material (Condition “B"), or
(o) s serviceable for original funcidoen bur substanuially not suitable fur reconditioning,
shall be classed as Condition “C” and priced at fifty per cent (509 ) of new price.
(3) Material which cannot be classified as Condition “"B” or Condition "C” snall be priced at 1 value commensurate with its use.

(4) Tanhs, buildings, 1nd other ¢quipment involving erection coses shall be caarged ac spplicable percentage of knocked-down new price.
3. Premium Prices

Whenever muterialy and equipment are not readily obtainable at the customary supply point and at prices specified in Pacagraphs 1 and 2 of this
Section NI becawse of national emergencies, strikes or other unusuzl causes over which the Operator has no control, the Operator may charge the
joint accuunt fur the required matenals on the basis of the Operator’s direct cost and expense incurred in procuring such materisls, in making it -
suitable fur wse, and in moving it o the location, provided, however, that autice in writing is furnished to Non-Operator of the proposed charge prior
to billing the Non-Operstor for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operatar shall have the righe,
by se clecting and notifying Operator within 10 days afier receiving notice fromy tac Operator, to furnish in kind, or in tonnage as the parties may
agree, a1 the location, nearest railway receiving poing, or Operator's storage point within a comparable distance, all or part of his share of material
and/or cquipment switable for use and acceprable to the Operator. Transportation costs on any such material furnished by Non-Operator, at any
point other than at the location, shall be borne by such Non-Operator.  1f, pursuanc to the provisions of this paragraph, any Non-Operator furnishes

material 3ad/or equipment in kind, the Operator shall make appropriace credits cherefor 1o the account of said Non-Operator.
4. Warruaty of dMaterial Furnished by Operator
Operator dues nut warrant che materiad furnished beyond or back of che dealer’s ur manufaccurer’s guaranty; and in case of defective material, cred-
it shall ner be pussed until adjustment has been received by Operator from the munulacturess or their agents.
5. Operaer's Diclusively Owned Facilities
The follewing rates shall apply o service rendered to the juint account by facilities owned exclusively by Operator:
Al Wacer, fuel, power, compressor and other auxilary services a0 rates commensarate with cost of providing and furnishing such service o the

joint aceount but not excedding rates currendy prevailing in the fiddd where the joint property is located.

3



B. Automotive cquipment at rates commensurate wich cost of ownership and opcration. Such rates should generally be in line with the schedule of
atey adopied by the Petrcleum Motor Transport Association, or some other recognized organizacion, as recommended umform chicges againse
joint acéuunt operations and revised from dime to time.  Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating
expense aad depreciation; and charges shall be based on use ia actual service on, or in conncction with, the joint account operativns.  Truck
and teactor rates may include wages and expenses of driver.

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any ather items of Operator's fully owned machinery or equip-
ment which shall be ample ta cover-maintenance, repairs, depreciation, and the service furnished the joint propercy; provided that such charges
shall not exceed those currendy prevailing in the ficld where the joint property is located.  Pulling units shall be charged at hourly rites com-
mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depeecition, and
taxes.  Pulling uaic rates may include wages and expenses of the operator.

D. A fuir race shall be charged for laboratery services performed by Operator for the benefit of che joint account, such as gas, water, core, and any
other analyses and tests; provided such charges shall not exceed those currendy prevailing if performed by outside service liburatorics.

E. Whenever requested, Operator shall inform Noa-Operator in advance of the rates it proposes to charge.

F. Rates shall be revised and adjusted from time to time when found to be cither excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL
The Operatar shall be under no obligation 10 purchase interest of Non-Operator in surplus new or secondhand material.  The disposition of muajor
wems of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutual determination by the parties
hercto; provided Operator shall have che right 1o dispose of normal accumulations of junk and scrap material cither by transfer or sale from the
juint property.
Material Purchased by the Operator or Non-Operator
Materul purchased by ecither the Operator or Non-Operator shall be credited by the Operator 10 the joint account for the month in which the
material is removed by the purchaser,
Division in Kind
Division of material in kind, if made between Operator and Noa-Operator, shall b in propartion to their respective iaterests in such material.  Each
party wiil thereupun be charged individually with the value of the material reccived or receivable by cach party, and corresponding credits will be
made by the Operator to the juint account.  Such credits shall appear in the nonthly statement of operations,
Sales to Outsiders
Sales o ouvsiders of material feom the joint propercy shall be credited by Opericor to the joint account at the net amount cotlected by Operatar
from vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be
valued on the following basis:

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used above in Section I, “Basis of Charges to
Juint Account.”

New Material

New materisl (Condition “A"), being new material procured for the joint account but never used thereon, at one hundred per cent (1009%) of cur-
rent new price (plus sales wax if any).

Good Used Material

Good used material (Condition “B"Y), being used material in sound and scrviceable condition, suitable for reuse without reconditioning:

A, At seventy-five per cent (735%%) of curreat new price if material was charged to joint account as new, or

B. Ac sixiy-five per cent (63%) of current new price if marerial was originally charged to the joint property as secondhand at scvency-five per
cent (75%) of new price.

Other Used Material

Used material (Condition “C"), ac fifty per cent (509%) of current new price, being used material which:

A. Afuwer reconditiomng will be furcher serviceable for original function as good sccondhand maverial (Condition “B"}, or

B. Iy serviceable for original function but substancially not suitable for reconditioning.

Bad-Order Material

Material and equipment (Condition “D"), which is no longer usable for its original purpose without eacessive repair cost but is further usable for
some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose.

Junk

Junk {(Condition “L"), being obsolere and scrap matenal, at prevailing prices.

Temporarily Used Material

When the use of material is temporary and its service to the joint account does not justify the reduction in price as provided in Paragraph 3 B,
above, such material shall be priced on a basis that will leave a net charge to the joint account consistent with the value of the service readered.

VI. INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordinarily
considered controllable by operators of oil and gas properties.

Written notice of intention to take inventory shall be givea by Operator at least thircy (30) days before any inventory is to begin so chat Non-
Operator may be represented when any inventory is taken.

Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that
event furnish Non-Operator with a copy thereof.

Reconciliation and Adjustment of Inventories

Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a lisc of overages and shortages shall be
jointly determined by Operator and Non-Operator.

Inventory adjustments shall be made by Operator with the joint account for overages and shorcages, but Operator shall be held accountable to Non-
Operator only for shortages due to lack of reasonable diligence.

Special Inventories
Special iaventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and ic shall

be che duty of the party selling to noufy all other parcics hercto as quickly as possible after the transfer of intesest takes place. In such cases, buth
the scller and the purchaser shall be represented and shall be governed by the iaventory so taken.
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Unit Name BROWN STATE UNIT

Operator Union 0il Company of California

County LEA

DD

DATE OCC CASE EFFECTIVE TOTAL SEGREGATION
APPROVED QCC ORDER DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
OCD-May 21, 1984 Jul ; e .

y 13, 1984 640.00 540.00 0 -0~ -0- Strict 2 yrs & so
CPL-July 13, 1984 long as

UNIT AREA

TOWNSHIP 15 SOUTH, RANGE 32 EAST, NMPM

Section 28:

ALL



Unit Name BROWN STATE UNIT

Operator “Tnion 01l Company of Californila

County LEA

STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP., RGE, SUBSECTION DATE ACRES NOT

i RATIFIED LESSEE
1 E-8974 C. S. 28 158 32E NWLNWi, SELSWY, NsSEY, SERSEY 5/7/84 200.00 Union 0il Co. of Ca.
2 1.G-2266-1 C. S. 28 158 32E NELNEY;, SWLSEL, NisSWh 5/11/84 160.00 Gordon M. Cone Est.
3 LG-5360 C. S. 28 15S 32E SisNWY;, NELXNWY 7/9/84 120.00 Harper Oil Company
4 LG-6345 C. S. 28 158 32E WhNEX 6/8/84 80.00 H. L. Brown Jr.
5 V-193 C. S. 28 1558 32E SELNEY;, SWhSW 6/18/84 80.00 Yates Petroleum Corp.



Unit Name BROWN STATE UNIT
Operator Union 0il Company of California

County LEA

KEVIDL) Db roAliviog

WA TN LA A, -

H5/72

DATE 0CC CASE NO. 8173 EFFECTIVE TOTAL SEGREGATION

APPROVED OCC ORDER NO. -7531 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM

OCD~-May 21, 1984

CPL~July 13, 1984 July 13, 1984 —640+00— 64600 -0- -0- -0- Strict 2 yrs & so
80.00 80.00 long as

UNIT AREA

TOWNSHIP 15 SOUTH, RANGE 32 EAST, NMPM

Section 28: —AR—— E/2NE/4



Unit Name

BROWN STATE UNIT

REVISED EFFECTIVE 8-1-89

. Operator Union 01l Company of California
County LEA

STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC., TwWP. RGE. SUBSECTION DATE ACRES NOT

: RATIFIZED LESSEE
} _E-8974 5 26~ 155——39F NN SEL S NS B SR SEY,  IaA s 26000 MINATED Hrtomott—€to—of—€as
2 L6—2266—1 ———Er 28 }55——39F NELNEL S S Bl WS CUEEWE 93 166-06-EL Gordon M. Cone Est
—3- H6=5360— - 28— 156— 328 LN NELNL 71984 120,00 ELIMINATED 4 er 0i1 Company——
4 LG-6345 C. S. 28 158 32E WLSNEY 6/8/84 80.00 H. L. Brown Jr.
5 V=193 €53 28 +55- 35F- — S RN B SRS 68484 8o~-oo-LLIMINATED Yates—Petroteum—Corp-

EFFECTIVE 8-1-89, only Tract 4 remains in the Brown State Unit

RECAPTTULATTION :
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EXHIBIT "A" (REVISED)
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(AS CONTRACTED EFFECTIVE AUGUST 1, 1989)

LEA COUNTY, NEW MEXICO

500 1000

2000

3000 Feet

i}

I I

1

d

] ]

S r17r ©

1/4

1/2

Mile

@ TRACT NUMBER - EXHIBIT "B"

W/

ORIGINAL UNIT BOUNDARY

REVISED UNIT BOUNDARY AS CONTRACTED
EFFECTIVE AUGUST 1, 1989
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