STATE OF NEW MEXICO e
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

Ol CONSERVATION DIVISION
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.

BRUCE KING POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
(505) B27-5800
MEMORANDUM
TO: WILLIAM J. LEMAY, DIRECTOR and

ROBERT G. STOVALL, GENERAL COUNSEL

FROM:  MICHAEL E. STOGNER, EXAMINER/ENGINEER >%7. S.
SUBJECT: APPLICATION OF DOYLE HARTMAN - LANGLIE-MATTIX UNIT
DATE: JUNE 5, 1991

In response to Bob Stovall's Memorandum dated June 4, 1991, and to Stovall's and
my meeting with Gene Gallegos, Thomas. M. Domme and Dan Nutter on Monday,
June 3, 1991 concerning this application, it would appear that setting this application
directly to a Commission Hearing could best serve all concerned and does appear to
meet your requirements for a direct Commission case. As I understand it, if a matter
arises that is unique in nature, involves a situation with no prior precedent, and
serves to set policy, than such an application may be set on a Commission docket.
Also, in my opinion, many of the issues raised by Doyle Hartman Oil Operator, can
and should be heard by one of the Examiners; however, a higher authority is needed
in this instance to sort which issues are prevalent for the Dlvlsmn to hear and which
ones belong in District Court.

Should you decide that this matter be taken to the Examiner level first, I would
suggest that we limit that docket to this case and to just a few others (one to five
depending upon the applications) so that the docket not be overloaded and the
Examiner will not be overwhelmed.

Planning would also be required since a commitment would have to be made by all
parties to attend the assigned hearing date and continuance of said matters to other
Examiner hearing dates would not be an option.

I concur with Mr. Stovall and recommend this ’c-ase be docketed before the full
Commission.

dr/
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Minerals and Natural Resources

State Land Office Building

Santa Fe,

Dear Mr.

referenced case.
relative to this matter because I was informed that Mr.

New Mexico

Re:

87503

0il Conservation Commission Case No.

L

EY . N D“*”S!O;‘q'

gt
2800 CLAYDESTA NATIONAL BANK BUILDING
POST OFFICE BOX 3580

‘—': T M ND, TEXAS 79702
i In 8 @5) 683-4691

FAX (©15) 683-6518

1700 TEAM BANK BUILDING
POST OFFICE BOX 9238
AMARILLO, TEXAS 79105

(806) 372-5569
FAX (806) 372-976!

218 MONTEZUMA
POST OFFICE BOX 2068
SANTA FE, NEW MEXICO 87504
(505} 982-4554
FAX (505) 982-8623

500 MARQUETTE N.W, SUITE BOO
ALBUQUERQUE, NEW MEXICO 87i02-212
{5085} 768-IS00
FAX (S05) 768-1529

10378

Application of Doyle Hartman for Enforcement of
the Myers Langlie-Mattix Unit Agreement and Unit
Operating Agreement and Order No. R-6447, Lea
County, New Mexico; and Disapproval of Change of
Operator and Development Plans

LeMay:

Please find enclosed our Entry of Appearance on behalf
of Texaco Exploration and Production, Inc. in the above

I have not filed a Prehearing Statement

Hartman

had been granted a continuance of the matter from its original

August 29,

1991 setting to the September 12,

1991 hearing date.

I have now received a copy of a hand delivered letter to you from
the Gallegos Law Firm requesting, on behalf of Mr. Hartman, an
additional continuance until the end of September or beginning of

October.
the reason for the request.
August 23,

This letter cites ongoing settlement negotiations as
I am also in receipt of an
1991 letter, hand delivered to you, from William F.

Carr of Campbell & Black, representing Sirgo Operating, Inc.
This letter urges the Commission to hear Sirgo's Motion to
Dismiss the Petition on the originally scheduled date of

August 29,

1991.



Mr. William J. LeMay
August 26, 1991
Page Two

Texaco Exploration and Production, Inc. has filed its
Motion to Dismiss the Petition along with its Memorandum in
support thereof and, as stated in the Memorandum, it is our
position that no dispute exists at this time. Mr. Hartman's
Petition arose from the erroneous and unilateral filing of Change
of Operator forms by Sirgo Operating, Inc. reflecting that Sirgo
was the successor operator of the Myers Langlie-Mattix Unit. As
clearly set forth in the Memoranda and supporting Affidavits
filed both by Sirgo and Texaco Exploration and Production, Inc.,
this is simply not the case. Texaco Exploration and Production,
Inc. has not resigned as Unit Operator pursuant to the terms of
the Unit Operating Agreement and continues to act as Unit
Operator in all respects. Simply stated, there is no dispute for
the Commission to hear. By a copy of this letter, I am urging
counsel for Mr. Hartman to withdraw the Petition. Failing in
that, we would urge the Commission to hear the matter on the
earliest possible date. There is no discovery necessary, nor is
there any evidence to prepare. Furthermore, Texaco Exploration
and Production, Inc. is not aware of any settlement negotiations
in process other than Mr. Hartman's efforts to sell his interest
in the Myers Langlie-Mattix Unit.

Respectfully submitted,
HINKLE, COX, EATON, COFFIELD & HENSLEY

7l )

T. Calder Ezzell, Jr.
TCE/tw
Enclosure
cc: J. E. Gallegos, Esquire

William F. Carr, Esquire
Nanette J. Crawford, Esquire

HINKLE, Cox, EATON, COFFIELD & HENSLEY



NEAL & NEAL, P.C.
Attorneys at Law

:r'\w =V Neal Building, P.O. Box 278
Hobbs, New Mexico 88241-0278

C.MelvinNeal%O@lQGS) - fil 8 51 Telephone 505-397-3614
]. W. Neal LM

Fax 505-393-7405

May 30, 1991

Energy, Minerals and Natural Resources Dept.
0il Conservation Division
State Land Office Building
Santa Fe, New Mexico 87501

Re: In the Matter of Doyle Hartman's Petition for
Enforcement of the Myers Langlie-Mattix Unit
Agreement and Unit Operating Agreement, Lea
County, New Mexico and Disapproval of Change
of Operator.

Gentlemen:

Enclosed herewith please find Entry of Appearance on
behalf of L. Summers 0il Company for filing in the above

matter.
Very truly yours
I
o J:‘%. Neal
JWN/b {/, .
Encl. “\\\ ;

cc: Gallegos Law Firm
(W/Copy of Entry)



BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

RECEIVED
IN THE MATTER OF DOYLE HARTMAN'S AUG 9 1 1991
PETITION FOR ENFORCEMENT OF THE i
MYERS-LANGLIE MATTIX UNIT OIL CONSERVATION DIVISION
AGREEMENT AND UNIT OPERATING
AGREEMENT, AND ORDER NO. R-6447, 5
LEA COUNTY, NEW MEXICO; AND
DISAPPROVAL OF CHANGE OF OPERATOR
AND DEVELOPMENT PLANS. CASE NO.

MEMORANDUM OF TEXACO EXPLORATION AND PRODUCTION INC.
IN SUPPORT OF ITS MOTION TO DISMISS
DOYLE HARTMAN'S PETITION REGARDING
STATUS OF OPERATOR AND DEVELOPMENT PLAN
FOR MYERS-LANGLIE MATTIX UNIT,
LEA COUNTY, NEW MEXICO

The Myers-Langlie Mattix Unit, ("the Unit") located in Lea County, New Mexico, was
formed as a voluntary unit in the early 1970’s to implement a waterflood project in certain
portions of the Langlie Mattix Pool. A large majority of the working and royalty interest
owners have voluntarily joined the Unit. The remaining interests have been force pooled.
Texaco Exploration and Production Inc. ("TEPI") is the current operator of the Unit. Of
the other parties to this proceeding, Sirgo Operating, Inc. "(Sirgo") owns a 53.02046%
working interest in the Unit and Doyle Hartman ("Hartman") owns a 4.86908% working

interest acquired in 1988.



Pursuant to Order No. R-6447 issued by the New Mexico Oil Conservation Division
(the "OCD"), Skelly Oil Company, the then Unit Operator of the Unit, obtained statutory
unitization of the area thereby enabling it to avoid duplication of facilities and otherwise
institute more effective and efficient operating procedures. This Order incorporated by
reference the Myers-Langlie Mattix Unit Agreement and Unit Operating Agreement. (See,
Order No. R-6447, Finding 20, Order Paragraph S).

Sirgo, as the owner of the majority working interest in the Unit, has stated a desire
to succeed TEPI as operator of this Unit and in pursuit of this objective has had an
engineering evaluation made of the unit operations by the consulting firm of T. Scott
Hickman & Associates, Inc. of Midland, Texas. Although Sirgo has represented that this
engineering evaluation was provided to all working interest owners in the Unit (including
Hartman), TEPI did not authorize nor has it endorsed, the Hickman Study.

As part of its efforts to succeed TEPI as Unit Operator, Sirgo prepared change of
operator forms (Division Form C-104), to notify the Division of a change in Unit operations.
These forms were filed with the OCD without TEPI having resigned as operator. When this
error was discovered, TEPI called the OCD to report the error and confirm that it
continued as the operator of the Unit. This conversation was confirmed by letter dated May
13, 1991. Further, since that date, Texaco, as operator of the Unit, has filed all appropriate
production reports (Division Form C-115) in a timely fashion. (See Affidavit of Helen C.
Pattison, attached.)

On June 3, 1991, Doyle Hartman filed his petition regarding Status of Operator and

Development Plan for Myers-Langlie Mattix Unit, Lea County, New Mexico, asking the



Division to: (1) disapprove the change of operator forms (Division Form C-104) which were
filed by Sirgo and other filings concerning change of operator; (2) enter its order enjoining
Sirgo from assuming operation of the Unit; (3) disapprove the Plan of Development for the
Unit; (4) evaluate current and past operations in the Unit to assure compliance with the
Unit Agreement and the Statutory Unitization Act; and (5) enter orders insuring compliance
with the Statutory Unitization Act including, if necessary, dissolving or reconfiguring the
Unit. On August 23, 1991, TEPI filed its response to Hartman’s Petition asking that the
OCD dismiss the Petition.

L HARTMAN'S PETITION IS
BOTH PREMATURE AND MOOT

It is undisputed that the change of operator forms (C-104’s) filed by Sirgo were filed
in error and Hartman has been so notified of the error (See Exhibit "A" to Affidavit of
Helen C. Pattison, attached). The OCD was also advised that TEPI remained operator of
the Unit as soon as this error was discovered and TEPI has continued to conduct all unit
operations and file all reports with government authorities. Furthermore, TEPI has filed
with the OCD new forms correcting this error and redesignating TEPI as operator of this
unit. Accordingly, there is no dispute regarding operatorship of the Unit.

Further, there is no basis for Hartman’s request that the OCD disapprove any filings
concerning a change in operator which is made in accordance with the provisions of the
Unit Agreement. Since no such filings have been made, Hartman’s request is at best

premature.



Similarly, Section 12 of the Unit Agreement provides that revisions to the Unit Plan
of Operation shall be subject to the consent and approval of the Working Interest Owners,
the Supervisor, the Commissioner and the Division. According to Sirgo, all it has done is
review its engineering evaluation of this project with other working interest owners in this
Unit. No Amendment to the Unit Plan of Operation has been proposed to the Division or
any other governmental authority. Accordingly, there is no issue concerning amendments
to the Plan of Operation before the Division for it to consider and Hartman’s second prayer

for relief should be dismissed.

II. HARTMAN'S REQUEST FOR RELIEF IS BEYOND
THE JURISDICTION OF THE OCD

Hartman’s petition for an order enjoining Sirgo from assuming operations of this Unit
must likewise be dismissed. It asks the OCD to go outside its jurisdiction and interpret a
contract and determine whether or not Sirgo’s actions were authorized by and in compliance
with the appropriate provisions of the Unit Agreement. Simply put, the OCD is simply not
charged with such a duty. The Unit Agreement and Operating Agreement contain adequate
provisions for the protection of the working interest owner. If these Agreements have been
breached, then Mr. Hartman’s remedy does not lie before the OCD.

III. HARTMAN'S REQUEST FOR REVIEW OF UNIT
OPERATIONS SHOULD BE DISMISSED

Hartman also asserts that the participation factors in the Unit Agreement are
inequitable and impair his correlative rights and that the Unit Operations should, therefore,

be reviewed and redetermined.



Hartman’s interest in the Unit was previously committed to the Unit by his
predecessor in interest, thus binding Hartman to the Unit agreements and participation
formula. The participation formula is set out in that agreement, including the portions of
the Phase I and Phase II formula which considered historical cumulative production. The
agreements are matters of public record in Lea County, New Mexico. Therefore, when
Hartman acquired this interest he knew, or should have known, about the participation
formula about which he now complains. Hartman cannot now challenge the factors in the
formula to which he is contractually bound.

Both Hartman (as well as his predecessor in interest) have enjoyed the benefits of
the unitization for some twenty (20) years. Any concern about the formula should have
been raised before the Agreement was signed. Hartman is now estopped from reopening
this matter and is mounting a collateral attack on factors to which his predecessor bound
him years ago. It would simply be inequitable for the OCD, more than twenty (20) years
after the Unit Agreement was signed by Hartman’s predecessor in interest and OCD
approval obtained, to review and revise the basic factors upon which this unitization rests,
and on this basis have the Division set aside a unit which has been in operation for years.
Further, Hartman’s interest was committed to the Unit by private contract and, accordingly,
may not be superseded by the OCD unless there is a direct conflict with the OCD’s orders.

Hartman’s Petition must also fail for he seeks relief the Division cannot give. The
Division’s role in unitization matters is to approve or disapprove a proposed unit. It should
not conduct a retroactive day-by-day review of unit operations more than fifteen (15) years

after unit operations began and it cannot then rewrite the Agreement for the parties by



changing its decision on the parameters in the participation formula or by redrawing the

unit’s boundaries.

CONCLUSION

The relationship between Hartman, TEPI and Sirgo is defined by the Unit
Agreement for the Myers-Langlie Mattix Unit. This Agreement contains procedures
concerning Unit Operations, Plans for Development and removal of the Unit Operator.
Instead of availing himself of the previously approved procedures, Hartman filed his Petition
with the OCD which, for the reasons stated herein, should be dismissed.

Respectfully submitted,

Texaco Exploration and Production Inc.

" Wm/ Jiaetod

NANETT RAWF
P.O. Box 2100

Denver, CO 80201
(303) 793-4317

Calder Ezzell, Esq.

Hinkle, Cox, Eaton & Coffield
700 United Bank Plaza
Roswell, New Mexico 88201
(505) 622-6510

Attorneys for Texaco Exploration
and Production Inc.



CERTIFICATE OF MAILING

I hereby certify that I have caused to be mailed a true and correct copy of the
foregoing pleading to the following persons at the following addresses this 927  day of
August, 1991:

Mr. William Carr

Campbell, Carr, Berge & Sheridan
110 Guadalupe Street

P.O. Box 2208

Santa Fe, New Mexico 87504-2208

J.E. Gallegos, Esq.

THE GALLEGOS FIRM
141 East Palace Avenue
Santa Fe, NM 87501

Thomas M. Domme, Esq
THE GALLEGOS FIRM
141 East Palace Avenue
Santa Fe, NM 87501
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING
GOVERNOR

POST OFFICE BOX 2088
STATE LAND DFFICE BUILEING
SANTA FE, NEW MEXICO 87504
(505) 827-5800

September 13, 1991

GALLEGOS LAW FIRM
Attorneys at Law

141 East Palace

Santa Fe, New Mexico 87501

RE: CASE NO. 10378 and CASE NO. 7827
ORDER NO. R-6447-A and ORDER NO. R-7316-A

Dear Sir:

Enclosed herewith are four copies of the above-referenced Division orders recently entered in
the subject cases.

Sincerely,

}/QmCML CQQL}{;[J(/R,

Florene Davidson
OC Staff Specialist

FD/sl

cc: W. F. Carr
BLM Carlsbad Office
J. W. Neal
Nanette Crawford
T. Calder Ezzell, Jr.
T. Kellahin



TEXACO

I N C.
P. O. BOX 2100
DENVER, COLORADO 80201
NANETTE J. CRAWFORD June 27, 1991 (30 7934317
ATTORNEY

VIA OVERNIGHT DELIVERY
Oil Conservation Division —
State of New Mexico Gk VE MDY
310 Old Santa Fe Trail RS
State Land Office Building, Room 206 JUN 2 8 199;
Santa Fe, NM 87501

OIL CONSERVATION 1717

Re: In the Matter of Doyle Hartman’s Petition
Meyers Langlie-Mattix Unit
Dear Clerk:

Enclosed for filing is an original and one (1) copy of Texaco Exploration and
Production Inc.’s Notice of Appearance for the above-referenced matter. I would appreciate
you stamping the additional copy I have enclosed with the case number and a date stamp
and returning a copy of the Notice in the self-addressed, stamped envelope provided for

your convenience.

Should you have any questions in this regard, please do not hesitate to contact me
at (303) 793-4317.

Very truly yours,

7 dute/

Nanette J. Crawford

NJC/jfm 6 / ‘//”/d
Enclosures /,}



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

IN THE MATTER OF DOYLE
HARTMAN'S PETITION FOR
ENFORCEMENT OF THE MEYERS
LANGLIE-MATTIX UNIT
AGREEMENT AND UNIT
OPERATING AGREEMENT, AND
ORDER NO. R-6447, LEA
COUNTY, NEW MEXICO AND
DISAPPROVAL OF CHANGE OF
OPERATOR AND DEVELOPMENT
PLAN

CASE NO.

¥ OX ¥ K K K K ¥ ¥ ¥ *

NOTICE OF APPEARANCE

NOW COMES Texaco Exploration & Production Inc. (hereinafter called "TEPI") and
files this its Notice of Appearance by and through its attorney of record Nanette J.
Crawford.

You are requested to serve upon TEPI all notices, pleadings, briefs and other
documents filed in this matter by serving the said Nanette J. Crawford at P. O. Box 2100,

Denver, Colorado 80201.



Respectfully submitted,

TEXACO EXPLORATION AND PRODUCTION INC.

77 (nsf

Nanétte J. Cra

New Mexico Stdte Bar No
P. O. Box 2100

Denver, Colorado 80201

CERTIFICATE OF SERVICE

I hereby certify that on this o¢ 7 ) day of June, 1991, a true and correct copy of the
above and foregoing NOTICE OF APPEARANCE was placed in the U.S. mails and
forwarded to the following:

Mr. J. E. Gallegos
141 East Palace Ave.
Santa Fe, New Mexico 87501

Mr. William Carr

Campbell & Black

110 Guadalupe Street

Santa Fe, New Mexico 87504-2208

ﬂm [ty
WA



GALLEGOS LAW FIRM

A Professional Corporation

141 East Palace Avenue

Santa Fe, New Mexico 87501

Telephone No. 505 « 983 « 6686

Teletax No. 505 « 986 + 0741 JILL Z. COOPER

August 8, 1991

VIA HAND DELIVERY

William J. LeMay, Director RECEIVED

Qil Conservation Division . ‘
Energy, Minerals & Natural Resources Department AUG 1991
State Land Office Building o

Old Santa Fe Trail L CONSERVATION Divisgy
Santa Fe, New Mexico 87504 4

RE: Myers Langlie - Mattix Unit, Lea County, New Mexico
NMOCD Case No. 10378

Dear Mr. LeMay:

The above-referenced matter is currently set for hearing before the
Commission on August 29, 1991. By this letter, we are requesting that this case be
postponed for one month pending possible settiement.

Thank you for your consideration.

Sincerely,

GALLEGOS LAW FIRM

Bymz’L

JILL Z. COOPER
JZC:ap

cc:  Doyle Hartman, Oil Operator
Texaco Exploration & Production, Inc.



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

IN THE MATTER OF DOYLE HARTMAN'S
PETITION FOR ENFORCEMENT OF THE Y
MYERS LANGLIE-MATTIX UNIT AGREEMENT  CASE No. (04 /7
AND UNIT OPERATING AGREEMENT, /
AND ORDER NO. R-6447 , LEA COUNTY,
NEW MEXICO AND DISAPPROVAL OF CHANGE WVHDJ
OF OPERATOR AND DEVELOPMENT PLAN. ‘ 7

» NILLI I 1

_: Mmmnmm

P

PETITION REGARDING STATUS OF OPERATOR AND DEVELOPMENT PLAN FOR

MEYERS LANGLIE-MATTIX UNIT, LEA COUNTY, NEW MEXICO

Doyle Hartman ("Hartman") petitions the Oil Conservation Commission for the State

of New Mexico ("NMOCD") for an Order disapproving all C-104s filed by Sirgo Operating

Inc. ("Sirgo") which name Sirgo as Operator of the Meyers Langlie-Mattix Unit ("MLMU");

an Order enjoining Sirgo from replacing the current operator, Texaco Exploration &

Production Inc. ("Texaco"); an Order disapproving a plan of development proposed by

Sirgo; and for an evaluation of current and past operation of the MLMU to determine

compliance by the Operators with the Unit Agreement and the Statutory Unitization Act.

In support, Hartman states as follows:

GENERAL ALLEGATIONS AND FACTS

1.

2.

Hartman is the owner of a 4.8% working interest in the MLMU.

On January 1, 1973 a Unit Agreement was entered into by all

working, royalty, or other oil and gas interest owners unitizing working and royalty



interests in the MLMU. A copy of the MLMU Unit Agreement is attached and
incorporated as Exhibit 1.

3. The Unit Agreement was approved by the NMOCD, by Order No. R-
4660. A copy of the order of approval is attached and incorporated as Exhibit 2. The
Unit Agreement was approved by the Commissioner of Public Lands for the State of New
Mexico, by Certificate of Approval dated December 26, 1973. The Unit Agreement was
approved by the Supervisor, United States Geological Survey, by Certification-
Determination dated January 31, 1974.

4. Pursuant to the provisions of § 6 of the Unit Agreement, Skelly Oil
Company was named Unit Operator of the MLMU. Texaco, as successor in interest to
Skelly, succeeded to Operator of the MLMU in approximately 1981, and has for years
operated the Unit.

5. On August 27, 1980, the NMOCD, through Order No. R-6447,
approved the MLMU for statutory unitization pursuant to the Statutory Unitization Act, §§
70-7-1 through 70-7-21 NMSA 1978 (“the Act”). A copy of the Order approving statutory
unitization is attached and incorporated as Exhibit 3. The NMOCD has jurisdiction

pursuant to NMSA, 1978 § 70-7-1 et seq.



6. Notice of this Petition has been served on all interested parties, as
identified in Exhibit 4, pursuant to NMOCD Rule 1207.

SIRGO'S CLAIM TO BE OPERATOR OF THE UNIT
IS WITHOUT FOUNDATION OR SUPPORT.

7. On October 4, 1990, Sirgo represented to Hartman in a letter that as
of October 4, 1990, Sirgo had purchased "60+ % of the Unit and Texaco has agreed to
relinquish operations to us." A copy of the October 4, 1990 letter is attached and
incorporated as Exhibit 5.

8. Contrary to Sirgo’s representation in the October 4 letter, Sirgo’s
ownership interest in the MLMU at that time was only approximately 7.3%. See copy of
Joint Account Statement for October, 1990 attached and incorporated as Exhibit 6.

9. Apparently, as part of its misrepresentations regarding ownership of
the unit, Sirgo has misrepresented to Texaco and to other third parties, including various
working interest owners in MLMU, that Sirgo owns Hartman’s working interest in the
MLMU. Sirgo contracted to purchase Hartman'’s working interest in the MLMU but has
failed and refused to close the transaction. Sirgo does not own the Hartman interest.

10. In November and December 1990, Sirgo’s ownership interest in the
MLMU rose to approximately 21%. See November and December 1990 Joint Account
Statements attached and incorporated as Exhibit 7. Hartman has seen no records
evidencing a greater ownership interest by Sirgo either before or since these referenced

time periods.



11.  On or About February 28, 1991 and March 8, 1991, Sirgo circulated
ballots to various working interest owners in MLMU purporting to have the working
interest owners vote for Sirgo to assume all rights, duties, and obligations of the unit
operator under the MLMU Unit Agreement, thereby replacing Texaco as Unit Operator.
Copies of the Ballots are attached and incorporated as Exhibit 8. No ballots were
forwarded to Hartman.

12.  On April 15, 1991, Texaco forwarded a letter to all working interest
owners stating its intent to resign as Unit Operator "in the near future". Texaco's letter
further states that Sirgo has furnished Texaco with documents regarding Sirgo’s
becoming the successor Unit Operator. A copy of the April 15, 1991 letter is attached
and incorporated as Exhibit 9.

13.  § 7 of the Unit Agreement provides for the resignation or removal of
the Unit Operator. § 7 requires six months prior written notification of the Unit Operator’s
desire to resign. Texaco has not, as of this date, submitted a written notification of
resignation.

14.  § 8 of the Unit Agreement provides for the selection of a successor
Unit Operator. § 8 requires documentation of approval of three or more working interest
owners holding 65% or more of the Phase Il Unit participation. Sirgo has not provided
documentation of such approvals.

15. § 8 of the Unit Agreement also requires the approval by both the
supervisor of the United States Geological survey and the Commissioner of Public Lands

\



of the State of New Mexico of any change in Unit Operator. Sirgo has provided no
evidence of having obtained such approval.

16.  Sirgo has not complied with either §§ 7 or 8 of the Unit Agreement.
Nevertheless, upon information and belief, Sirgo, on a date unknown at the present time,
filed a form C-104 with the NMOCD claiming a change of operator from Texaco to Sirgo.

17. On May 13, 1991, Texaco wrote to the NMOCD denying the validity
of the C-104’s filed by Sirgo and reaffirming its operation of the subject unit. A copy of
the May 13 letter is attached and incorporated as Exhibit 10.

18. On May 20, 1991, Sirgo forwarded to Hartman a ballot for Hartman's
approval of a change of operator from Texaco to Sirgo. Hartman has neither executed
nor returned the ballot. A copy of the May 20 letter and ballot are attached and
incorporated as Exhibit 11. Contained in the May 20, 1991 letter are the following
misrepresentations of fact: (1) "Sirgo’s current ownership in conjunction with ballots
received to date is sufficient for Sirgo to assume operatorship”; and (2) "Texaco has
agreed to resign as operator to allow us to do so,. . ." No proof of either representation
has ever been offered by Sirgo, and both representations fly in the face of Texaco’s May
13, 1991 letter (Exhibit 10).

19. Hartman has been informed that the NMOCD has threatened to
cancel the allowables for all wells on the MLMU because of Sirgo’s having filed the C-
104’s reflecting a change in operator of the subject unit while the NMOCD does not
recognize Sirgo as the operator of the unit. Because of its actions, Sirgo has jeopardized

the allowables for each well within the MLMU, thereby jeopardizing each working interest



owner’s rights under the Unit Agreement. Disapproval of the C-104’s filed by Sirgo is
therefore necessary to ensure continued operation of the unit without disruption and harm

to all working interest owners.

SIRGO’S PROPQSED DEVELOPMENT PLAN IS DEFECTIVE
AND IN VIOLATION OF THE UNIT AGREEMENT AND THE ACT

20. Attached to Sirgo’s May 20, 1991 letter (Exhibit 11), was a proposed

plan of development for the MLMU which Sirgo proposes implementing on July 1, 1991.
A copy of the proposed plan of development is attached and incorporated as Exhibit 12.
The proposed plan of development is defective and/or in violation of the Unit Agreement
(Exhibit 1) for the following reasons, inter alia:

a. The plan purports to represent "a consensus of Texaco and
Sirgo’s combined engineering efforts”, yet the plan does not detail or contain any
discussion of Texaco’s analysis and data. Texaco is the current operator of the unit and
is required to inform all working interest owners of the proposed changes in the
previously approved development plan. Its failure to do so in the proposed plan violates
the current Unit Agreement.

b. The plan is based upon an analysis of only 23 of 232 wells in
the unit. As acknowledged in the plan itself, a study of only 23 of 232 wells is not
sufficient to properly predict reservoir performance: "the quantitative data coverage is
minimal and may not be fully representative of the unitized area.”

c. The plan’s projected payout is 4.1 years. A more realistic

payout period appears to be 8-10 years. The overly optimistic payout is apparently based

6



on assumed rather than existing economic parameters, and the use of such assumed
economic parameters casts doubt on the overall economic viability of the project.

d. § 70-7-1 NMSA 1978, provides that “the Statutory Unitization
Act applies to any type of operation that will substantially increase the recovery of oil

above the amount that would be recovered by primary recovery alone and not to what

the industry understands as exploratory units." The Unit Agreement (Exhibit 1) also
specifically states that the purpose of the unitization is secondary recovery. According
to the plan, a significant amount of primary reserves remain within the unitized area due
to inefficient completions in many of the wells, and the intention of the plan is to recover
these primary reserves. As a result, the plan violates the Unit Agreement by involving the
recovery of primary reserves.

e. The plan is predicated upon 20-acre spacing for the Unit. It
is Hartman’s understanding that the NMOCD has not approved 20-acre spacing for this
unit, and only special exception was granted for a pilot 5-well program in 1886. This
program is not representative of Unit performance as a whole, meaning that the plan’s
20-acre development constitutes an exploratory venture in violation of the Act’s preclusion
of exploratory units.

f. § 70-7-6(A)(6) NMSA 1978, provides "that the participation
formula contained in the unitization agreement allocates the produced and saved unitized
hydrocarbons to the separately owned tracts in the unit area on a fair, reasonable and
equitable basis." The plan makes specific reference to the inefficient completion

techniques used prior to 1970. Accordingly, the tracts upon which those wells are



located have not been given fair and equitable participation in the Unit due to low primary
recoveries. Since the individual tract participation formulas in the Unit Agreement for the
MLMU are based, in part, upon historical well by well cumulative production, the
participation factors are inequitable and in violation of the Act. The inequitable
participation factors also impair the correlative rights of the owners within those tracts that
have inefficient well completions.

g. Finally, if the claims in the plan are true regarding the existence
of primary reserves, the MLMU has been grossly mismanaged, and the current and
former Unit Operators must be held accountable for such mismanagement.

21.  For the foregoing reasons, inter alia, the development plan proposed
by Sirgo under the guise of its claimed operatorship of the MLMU, and represented as
having been approved by Texaco as current operator, is in direct violation of the Unit
Agreement and/or the Act, and should be disapproved by the NMOCD, and Sirgo and
Texaco should be prevented from going forward with it on July 1, 1991 or at any time.
Also, because of certain representations in the plan, Texaco’s operation of the unit is
called into question, and the NMOCD needs to examine and determine whether the unit

has been operated in violation of the Unit Agreement and/or the Act.

IR IS NOT FINANCIALLY QUALIFIED TO ASSUME THE
OPERATORSHIP OF THE MLMU

22. The MLMU is the largest unit in New Mexico. Operation of this unit
requires significant financial and business resources. To date, the unit has been operated

by large national corporations with substantial financial and business resources. Sirgo



proposes to replace the current operator yet, as set forth below, has not provided
evidence of its financial or business ability to do so:

a. Upon information and belief, Sirgo is operating at the present
time with a negative working capital.

b. Upon information and belief, Sirgo has not paid Texaco the
approximately $1,000,000.00 in past due joint interest bilings due Texaco from the
interests Sirgo has bought in the unit.

C. Sirgo’s proposed plan of development calls for approximately
$44,000,000.00 in development, yet the plan is conspicuously lacking in detail regarding
the source of the funds for this development.

23. Based on the foregoing, and otherwise as will be developed prior to
the hearing on this Petition, Hartman seeks an Order from the NMOCD barring Sirgo from
replacing Texaco as Operator of the MLMU, from going forward with the proposed plan
of development, and from interfering further with the operation of the MLMU.

WHEREFORE, Hartman requests the Division:

A Set aside and disapprove each and every NMOCD Form C-104 filed by
Sirgo naming it as Unit Operator of the respective wells in MLMU and any other filing or
request pursuing such a change of Operator, and further enjoin Sirgo from replacing the
current operator, or from interfering in any manner with the operation of the MLMU by the
current or successor operator.

B. Disapprove the plan of development proposed by Sirgo.

C. Evaluate the current and past operation of the MLMU to determine



compliance with the Unit Agreement and the Act, and enter such orders as are necessary
to ensure compliance with the Act, including, if necessary, Orders dissolving the MLMU,
or reconfiguring the MLMU as necessary.

D. Hearing on this Petition be placed on the July 11, 1991 Examiners Docket,
or because of the unique nature of the claims made, before the entire Commission.

E. Order such further relief as appears appropriate.

Respectfully submitted,

P.C.

o
\J E. GALEGQOS GO

THOMAS M. DOMME

141 East Palace Avenue
Santa Fe, New Mexico 87501
(505) 983-6686

Attorneys for Petitioner
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— VMEREAS, She-Gomnigsioner of-Pvplie—lands of the State of

NIT ACRRRONT
MYERS LANGLIE-BATTIX UNIT

u;; 312 n 354

w_eum, N MEXICO
State of Mev hexico Mo.

’-n‘.w. eutersd nto es of the lst day of Jenusry,
1973, by end betvesn :lu n_.ruu —uburtuu. tatifying oF eonesating
dorats, ond herein seferred t-o os *parties hereto”, i
. WITNESSETH:

wmi, the parties hereto are the owners of working, veyalty

g.
2

z
i
€

o7 other ofl or gss intsrests i the Unit Ares subject to this agreement;
ond ’ . . : " :

wnm, .ﬂu Commissioner of Public lands ef the Stete of New
Mexico §5 suthorised by as Act of the Lecislsturs (Sec. 3, Chap. 88,
Laws 1943, as smendsd by Soc. 1 af Chep. 162, Lavs of 3851, Chsp. 7,
4rt, 31, Sec, 39, N.N.5, 153 sanc,) to consent to #r gpprove this
sgrenmant on bahalf of the Btate of New Mexico, fnsofgr as it covers and

$ncludss lands end mineval {mterests of the Etate of Mev Mexico; and

Nov Mexico {o suthorised by an Act of the leglslature (Sec. ), Chap. 88,
$avs of 1%], o smended by Bec, 1, Chap. 162, Laws of 195, Chap. 7,
Att. 11, Bec, 41, N .5, 1953 gnno.} to smend, with the approvsl of the
Lessse, any ei] pnd gas leass smbracing State lands so that the length
of the garm of said lease will cotlnci{de with the tern of an ggresment s
to the unitiped devalopment and a‘p-utlon of State lands; end ‘

WHEREAS, the D11 Consevvation Commission of the State of New
Mexico {s suthovised by lav (Art. 111, Chap. 635, Vol. 8, Part 2, New
Mexico Stgtutes, }953 Anaout;od) to approve this agresment, and the
coaurntuu' provistons hereof; and

WHEREAS, the Mipersl Lessing Act of Pebruary 25, 1920 (41 Ssas,
%37, 98 amended 30 U,5.C. Secélom 1R] et suq.) suthorizes Federal lassess
and gheir sepresentatives to unite vith each other or Joingly or sepa-

votely vith ethers n collectively uqttu' and opeTeting & cooperative

or unit plen of devslopment or operation of any o1l or ges pucl, field or

Itks sten or any part thareo!f for the purpose of more properly conserving the

tev .
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aptural repources thorenf whenever determined and cortifisd by the Sccretary of
&he Iaterior Go be wecesssty o sdvissble fa the public fntegsst; 'and

WZREAS, the ”rttn.hcnto hold sufficient taterests in the Myers
Aanglie-Nattix Unit Aves, covering the laad hersinsfter described to give

) - sessonably -linttw mtr'nx o.i sperations thersin; end

WMIZAEAS, 1t 1o the purpose of the parties hersto to ensble fnstitution
ond consmmation of secondary Fscovery operations, conserve satursl rescurces, to
prevent vaste end secure the othst benefits obtalaable through development snd
opevation of the area uhju.t n ‘this sgreement wnder the terms, conditions snd
Mastarsons heretn set forth. |

BON, TREREPORY, fia c'ou“ontm of the promises snd the promises herein
contained, the partiss hareto commit to this agreement their respectivs intercst
6 she “Unit Area” and the “Duitised Jorwation™ lyiag thersunder (as thoss terms
ore definsd hersinsfter), .d -uni ssverslly among themsalves as follows;

secnios 3. BMABLING ACT AND RICULATIONS. The Winevsl Laseing Act pf
Fobruary 25, 1920, es -.m.‘ suprs, and all valid pertirent regulstions,
including operating ené mnit plan regulations, bevetofors Sesusd thereunder and
wglid, portinent gad ressonsble regulations hersaftsr {ssus! thersunder are
scespted ond mpde a part of this agresment as to Federgl lands, provided such

ceguletions sre not incoasistent with the terms of this agresment; and as to

. son-Federsl lands, the oil and gas operatin; vegulations {n effect as of the

effective date hereof governing drilling and producing eperstions, not incon-
oistent with the terme hersof or the lavs o7 the Btate in which the mon-Federal
land &5 located, ars hersby gccepted and male & parg of this agreement,

SECTION 2, ENIT ARRA AND DEFINITIONS. For the purpose of tids ajree-
ment, the iolloving terms end mxprassions aj used herein shall waan:

(2) “Unit Ares™ $s-defined as the sres described by tracts in Exhihit
*3" gnd depictol oa Exhibit "A™ attached hersto, containing 9,921.68 ncr;l
mofe of less, or to vhich it may be extonded as herein provided, .

(L) “cComtssivnar” fe defincd g8 the Comisstoner of Public Lands
of the Scate .oI N v lnxice,

{c) "Cmmissinn®™ fq Jdafived as the Uf1 Conssrvation Coamissicn of the

ftgte of hov Nexico, -

A ek . eme L
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] (d) "Divector” is definad as the Director of the lhued States
f Geclogical Sunny. )

", . {e) "Scenuty 16 delined s the Becretary of the lntcrior of

lh United States al Amarics oF. any otht peTeOR d-lr snthorised to

.cnr:lu povers wested in that office.

1) -*Department” u ;C!lucd as the Department of the Isterior
of the Danited States of A-ertu.

(1) “Supervisor” 1s dcuul 88 the D1} sad Gas ﬁwcrvuot of the
Daited States c-ologin! Surny_ heving jurisdiction over oil and gas sperstion
on Federal lands fn the Unit Agn. .

) "Unitised Formation” maans that interval -dutylu the Uit

Avea the verticsl limits of vhzeb uxund from & point 100 uu ahcn tho bese

1 ) of the Seven Rivers formation tp the base of the Quesn formation; said interval

PR

- - having besn heretofore found u‘ occur {o Texas Pacific 011 Company's Blinebry

2l

3% o, 3 well (located 2310 feet from the vest liwe sad 3X feer from the worth

n taretbad]

e R R B PN

-4 1ine of Gection 34, Towaship 23 South, Range 37 East, lLes County, New Moxico)
3 8t an $ndicated depth tatsrval of 3168 fest to ISI0 feat, o» Tacordsd on the

b . Sehlumberger Electrical log Run ¥o, 1 ukcn‘n-'ca'-_b_:r-u. 1952, said log being

o ospaured from g derrick floor elevetjon of 3300 fest above sss lesvel,

) (1) "UnitizeJ Substances” means 8}l oil, gas gaseous substances,

Y S e o A o

JEFS PRCIR VST

sulphbur contained {n pas, condensate, distillate and all gssociated and

comatituent liquid or 1iquefiable hydsocarbons vithin gnd preduced from the

ey Unitised Jormation undcrlyllu. r.he lands unitized hereunder,
(3} “Tract" s defined s» each parcel of land described a3 such

end given & tract mumber in Exhibit "B, T

P Y 2]

B

Al
. . . i
(k) *Tract Pgrticipation™ {s defin J &s the percepts:e of Unitised 1 :
' ‘Substences to be allocated to 8 Tract qualificd for particlpstion under this 3
. agresment, 88 shown on l'xhtbu" uen,

€1) “Unis Perticipation” of esch Working Interest Owner mesns the

sum of She products obtained by multiplying the Working Intersst ghare of such

X xi _ Vorking Intersst Owner in sach Traet by the Tract Participstion of such Trsct.
T.;"' (=) "™orking Imteresr™ gs deun_cd as the Hsht. to search for, ‘
ol produce and acquire Unfrised Substances wheth:r held as on tncident of pwner- .
n: 1" ship of mineral for eimple :uic. under an of] or ges lesae, or ot‘.rvln. and
N - 1
E .
n .
.' -3 ‘
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" Saclwdss sny intersst vhish §s shargesble with ond obligsted to pay or beer,

sither in cash of sut of preduction, of otherwise, a1l or s portion of thr cost
of drtlliag, Qonlqiu ond produciag epsrations,

h . i (») “vorking Iaterest Owmer™ §o dofised os and shall aeen soy party
' E hezoto ovning § Working Jutsiest. The swner of il and gos ¥ights vhich are
fres of 1spsas or other jastruments conveying the Working huu'u ta enother
shall be wvegarded as 8 ila.ttt_a-z !lt;tlot Ownsr to the sxteat of sswen-aighta
(V/8) of his .unnu is o;s;uu Subtances, sad 89 & Boyalty Owner with

- ey a

Tespost to his semsining ene-pighth (1/8) gatevest tharein.
(o) ‘“pacerd Owner™ {s defined 84 ths holder of the Fecord ritle to

e . , ‘s Jasse covering Pederal lende according te the gpplicedle Fecords of the
T ’ _u"nnn: of the Iaterier of the ntted States of Anarice.

- @) “Toyslcy Intetest” or "Royslty” fs defined as sn {nterest other
. 7 shon 3 Working Iaterest fa -f 8 Tight to seceive g pertion of the Unitised

Substences o the procesds thereof sad facludes the Toyalty dnterspt ressrved

5-_ bry the Jessor by em oil and goe 1sase ond m-;y overriding voyslty (ntersst, oi)
I paymeat faterest, wat pu!u.‘mzuct. oF any othay 'c-;it ot burden which
fesp ot corry With §t the right to sssrch t;r sud produce Initised Bubstances.

Y "hoyslty Owner™ {s defined 83 and shsll msen the owner of &
. . ? Soyslty Iatsreet. ’
b ! ; ) (r) “Woring Interest™ eof each Working lngerest Owner, unlass other-
. ] wiss mpocifically defined h;ult. ohall squal its Unit Paviicipation in effect
” - 8% the time 3 wote §5 token. '
- (o) “Usadle Well® ghsll msan 8 well) which, §n secordance with good
] 811 €834 practice, 15 mq@uly squipped and im copdition with casing in
good yepelr (heretinsfrer yuforrad to s "Ussble Coadition™) to persit production
4 of Dnitised Substances from ths Dattised Formation to the surface by conven-
sions] preduction mebtods, °

(t) “Unit Operating Agresmant™ 1s defined ss and shall mesn any

‘ agrosment or agreepents (whether ops or more entersd u.to separstely or gollec-
L ': 3 tively) by end betwesn the Unit Operator gnd the Workiag Intersst Ouners as
W '- Y provided tn Section 9, Accountiag Provisions sad Unit Operating Agrosment,
fafre, and shall be styled ™ynit Opereting Agreemant, Mysre lLenglie-Mattix Unit,
Ses County, Nev Nextco™. -

obe

= o 851




Capee

P

Iy

o e AR

. T
-

e 614 nu So8

. —

(v) *Vaic llmuer" 48 deline-d as the prrson or unmuuon appointed
by the Morking Interest Owners to perforn the dutice of ;hc Unu Operator emtil
the oslection gnd Quuﬁ.eu:lou of & successor bnit wcfator u'puvurd for in
Section § haveo!. co

szcnw 3. m Exhibiz "4" sttached hersto £8 g map shoving
the Bait A:u snd the hound:rlu and identity of Tracts snd lsases gn said Unit

4res to the sxtent known to the Unit Operstor. Exhibit 3 attached beretc fs

: [4
a schedule ghoving, £0 the extent kacwmn to the Unit Operator, the acrsage

oswprising ssch Tract snd the p tage bip of sach Workimg Imtereat
Owmer, Bahibit "C” oguepoi hereto $s & scheduls showing the participacion of

. esch Trsct diﬂu Phasea J .and 1. However, mothing hereia oF fn said schedule

or adp shall be a_aumni 80 & Tepressntation by sny party hevetc a3 to the
ewnsrship of sny interest oih.r than such interest of {nterests a8 ars shovn

{n satd map or schedule a3 cuud by such party,

Mnr—r:;;mo hntn er in the Unit Opsrating Agresment is made
to an Bxhidie, chc nfonacc 48 to ths Exhibit as originslly sttached or, £f
sevised, to the latest approved vrevision.

The description and ewnership of the Fespactive Tracts haw deen
sotgblishad by using the bagt dnformetion svaileble, 3f it subsequently
apresTs that clsrical ervory, fncluding ervors {n Trect Ownership or mechan-
tcal mipeplculotions have h;l mads, Unit Pparstor shell vevise the lxhntln
¢o conform with the facts. The Tevision ehall wot fnclude gny re-evalustion
of suginsering or geological {aterpretations used {n determining 'ru:t. Partg-
cipations. Bryers and -imiuhttou discovered prio? to ths sffective dats
of this agreement ghall bs corrected by Unit Operator fo the {irst revisfon
of Bxhibits folloving the effective date and said firs: vevisions shall de
offective ps of the affective date of this agreement. The corrsction of any
8370T other than ghe corvection of & clerical or wechanical error shall be
uade by Unit Operator only sfter first having ebrained '.pptovll of Working
tu_cuu Oupars, the Supervisor end the Commissiones,

Exhibite 4, §, #nd°C shall be revised by Unit Operater whensver changss
veader such seviston nccuoﬁ or when Fequeated by the Supsrvisor o the
Comnisttonsr, 1f an Exhibit §s tevised pursuant to this agresment, Unit
Opsrator shall eertily end $1le the required mumber of copies of the rovised

o
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. wevised Exhibit shall bscome affective on such date a2 may be determined by

- —sighty percent (8010 Phase 1Y Unit Psrsicipstion have ggresd to fnclusion of

BOUK Ju e 3bY
Zxhibic with shc u—lutm: .nd the Supervisor, snd ene (1) sopy for record

with the County Clerk, l.u County, Mevw Muxico. Bucept &3 specified above, a

the Working l-nmf Ovners vith the. approvsl #f the Supervisor snd the Com-
missioner, and ahell be oot forth on suid revised Bxhibit,

BECTION &. w The Unit Ares say, when practicable, be
qudod to include therein -y ‘sdditiona) trect er trects regarded a» ressonably

' ueuury ot sdvissble for the purposes of this sgremment. Suh‘wmim shall
')c affected fn the bllovlu mannery .

(s) Tne Working Istersst Owmer or Ownars of o Tract or Tracts desiring
te commit aueh hut or Tracts to thlo unnznt, shsl}l file an application
therefor with Unit ﬁcuur.nqu-nu admission.

) Wnic Operator fhall eirculste 8 motice to each Morking Interast
Owner of the propesed unnion. sottiny out the basts for admisiion, the
vocommended Trsct hr.ttcl”tfon to be essigned ¢o such Trect or Tracts, end
other poertinent deta. After mepot{ation (at Workinz Jatersst Dwners' mesting

oF othsrwins) $f thres or more Working Interest Ownerp hgving in gthe gggregate

ouch EFact or tracts tn the lhu Avea, then Unit Qperstor shall;

(l) Aftey yrlultury concurrence by tha Pirsctor sand the
Gm(uumcr propare » uun of 'ropolfd sxpangion descriding the contesplated
shanges in the houndcﬂn oi thc lhtt Arag, the vesson therefor, the dasis for
oduippion o! the pdditionsl tract or tuzu. the Trect Participstion to be
assigned thersto gnd the pupoud o((ocuvc date theveof; and

€2) o-ltvcr eoytu of satid motice $o the Commissioner, the
&QIMUOI. ueh Work{ng tuutut M-r and to sach lesses pnd lessor whoae
faterents ore uu:tcd 'dvutn; such ’uttn that thirty (30) days will be
sllowed tnr uhuun to the Unit Qperater ef any objection to such proposed
oxpansion; .nd .

(!) vu-. -pn ch expiration of said chlr:y ()0) dpy period
as o9t out in (3) t—duuu shove with the co-uum: and Bupervisor the
folloving: (e) Bvidence of .ullu‘ o; ‘dinuq copies of e8id motice of
expansion; (b) An mllunu for such expansfon; (c) An fnstrument conteining
the appreprists ’atndon tn equmc with the pari lctnuu l’oqu!rmnu of
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~ Commission, snd the ”crvun_r.

—suspeniion, shendemnT; or continued-oprrations,~»s Fequired by the Suprrvisor

som 312 mu: 360 .
‘-:uu 15, Tracts Quuutd for hruclnuon, aerent; snd () Copiv s of

The cqunlm shall, after duc consideration of 81l prrtinent informa-
tion end qp;'onl by the c—tooton;r. the co-t-uon. snd the Supervisor, becom
olfective u of the date presgrided in the motice thcno!; preferably the first
day of o nn;\' p'tnmn to the dsts of moticr ov an auch other dete g may be '
agreed wpon by the borking Iaterest Ouners end spproved by the Commissfoner, the
The tevised Tract Participations of those
Tracts which were committed prior to such sxpension shall remsin io the ssns
watio one go ghother, . ' ' r:_

SECTION 5. PRITLIE) D

CES. 41l land committsd

to this sgreement shall consticute dand referred to herein as “saitised land"

i A1l “emftised land" and Unitised Substences
Bothing herstin shall be
eonstrusd o wnitise, pocl, ;I’ in gny wey affect the cil, gas end other mirarals

or “"land subject go this sgresment™,

o0 uaftised under tha terms of this agresment.

ssatpined in or that may be p'nduc-l Srom gny formaticn ether than gthe Unitiaed
Forustion o8 defined wnder Section 3 (h).

SECTION 6. [MIT OPERATOR,
o0 Pnit Gperptor, and b nui;_tu this sgresmsnt s Unit Operstor it sgrees and

Skelly 0i] Company 45 hereby designated
sonssnts 20 pccapt the duties gnd obligations of Unit Operator for the opsration,
dsveloppant and preduction of Unitised Substances ss herein provided. When-
sver vefevance 45 made hersin to the Unit Operator, such refersnce means the
Pait Qperator scting in that :cm:(cy and mot a8 #n owner of {nterests in
Unitised Substpnces, sad the term Working Interast Owner” when used herein
shal) §aclude or Tefer to ths Unit Oparator as the owner of & Working.Interest
when puch en {ntsrest ia esmsd by it.

SECTION 7. BESIGNATION GR REMOVAL OF UNIT OPEKATOR.
shall havs the TIRhT to Tesign ar any time, but such resignstion ehall not

Unit Operator

bocoms effective 80 88 to gelesse Unft Operator from the duties anc ebligations
o8 Unit Opsrator ond tormingts Unit Operator's vighta e such fof s peried of
oix (6) months aftnr written aotice of (ntention to resign hes been given by
bait Gparator $o 91l Working huru; Ovnrrs, the Commisnsioner and thn Super-

vissr, oad watil alil pait welle are pleced tn 2 sptiatactory sondittion tor
a8 t» Jodersl lands snd the Commisefoncr as to Statc lands, unless s mev Uit

el
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*cntut shall have taken over gnd gssumed the duties nn'llggtltg}l‘fm’s"nt‘ﬁ)i
q.uur pﬂor te the sxpiration of said period,

m Ualt Operator ahall, wpon default or fpilure $a the perfosrince
of 188 duties or ehligations hennnd-r. be subjcct to removal by tures {J) or
wors Norking Intaress Owners hﬂu in the aggrogats pighty percent (1) nr

wore of tlu Phace 11 Unit uruetyulon temeining after excluding the Fhase J1

Wnit Participation of the Unit.Qpurator. Such ramoval shall be etfective wpon
astice thersof to the u—lui;ncr and the Suparvisor,

38 811 such lastences of effective rasignstion or rewovsl, imtil a : B
successor to Unit Operstor ¢s Belrcted and approved as heresftar provided, ;
the Working JIatersst Owners ah_gll be Jointly responsible for the performunce nf
she duties of ths Dnit Operstor and shsll, not leter than ghirty (30) days
before such resignation or u-vul becomas effective, appoint 8 Unit Mansger to
veprasent them i» any action te e taken hereunder.

The vesignation or vemoval of Unit Casratof wnder this -gnmnt shsll

ot seyminste {ts rights, culc er tnunn 1} thc owner of 8 Herklng Interest

or other {ntersst fn uutttnd lubumu. but upon the resignation or removal of

" Unit Operator becoming effective, such Unit Dperator ehall deliver posscasiun

of o11 wells, squipnent, books .and l'lﬂ;l‘dl. materials, sppurtenances and sny

-

other gsets, woed in comnection with the unit eperations -and ownad by the

o0

Working Intarest Owners to the mav duly quslified successor Pnit Operstor mr E% :
to the Unit Mansger £f no such pav Uni¢ Operstor is elected, teo be used frr the *fg‘
puTposs of conducting wnit op.i.;lnonl beseunder. MWothing herein shall be [f} 1
construsd gs puthorising the n,-iul of any material, squipmant, sad sppurtenances 'ég
aseded for the preservation of any wells. n'%i

Nothing herein qqp_tgintd shall be construsd to relsass, relieve

oF discherge & Unit Opsrator who Tesigns or is Femoved hereunder from any

gona

. pal

14ability for default by §1 herpunder or from dutiss sccruing or perfomabls i{"z

- S

by 16 prior to the effective dote of puch resignation or removal. .,‘ ;
. -1

SECTION 6. m_____mu_m Whenever the Unit Dperacor

mu sender its sesignation ss Unjt. Dpcn:or or shall be removed as hare-

GRRY oo
&

.
-

Ny o
>l

T et

tnsboys provided, the Wotking Intersat Owmars mn selvet 3 successur Unit

Operator 65 herein provided. Such sslection shall not become eaffective until
€s) s Dnst Operstor so selected shall accept in writing, the duties and

sosponsibiliziss of Unit Operator, end (b) the selection shsll have been

Lo
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qrnnd oy te Superviser ud tbe Commissioner. 1f mo successor tnit

Oparator (s pelscted a3 herein proudod. the Comissioner or the Director,
at his olection, mey declare this agresmsct terminated,
In selecting & succassor Dnit Opsrater the affirmative wote of thrse

€3) or ux:u Vorking Interest Owners swning 8 total of sixty-five percent (65%)

: _‘.j’. er L or more of the Phase 11 Punit n'xitutpnun oshall prevail, provided chat 1f any

) ’ ®as Working Istersst Owner has @ Phase 11 Unft Psrticipstion greater thas
ﬁlﬂy-ﬂn percnt (SSX). %0 utnttn wote ot fallure to wots shall not be
‘wegarded g3 uuutut 1 ¥4 :hc al{fitmative vete Tepresents 8 msjority of the
ﬂthz interast, ond such um-uv- wvote shall be controlling on sll parties.
3£ the Unit Qperstor who 18 Tesoved wotes only to succesd Stoelf or fails to
wote, the guccessor Unit Operstdr mgy be selected by the affirmstive vote of
Shrew oF more Working Baterest Ovners ewning ¢ mejority of the Piasy 13 wotlng
taterest remaining sfter mlud_tu the woting {nterest of Unit ODpsrator sc Pee
woved, T a :
: sacTion 9, 151088 RMATING ACKLEMNT,
Coste snd sxpenaes incurred by ﬂu Unit Operator in comducting wnit eperstions
hegounder shall be apportionsd ﬁnu. borne end pafd by the Working Intarest
@mery {n sccordsnce vith the Unit Opersting Agreament. The Untt Opersting
4pvesment ghall sleo provide the manner {n which the Working Intersst aﬁ-u
ohall b entitled go veceiw »ﬁt zespective proportionsce and sllocated
shars of ghe benefits sccruing .!cuto in conformity with their underlying
ST "'.,T&:m uremntl.ml. aé other m.t_;ntucu and soch other b
sights and obligations as between Unit qurator.aud the Working Interest -
Owvners §9 may be agreed gpon by the Unit Operator and the Working Intercst
Owners; howeyer, no such Ihu-o”n:tn; Agrssssnt shall be decwsd either to

! ) wodify any of the germe and conditions of this apreement or to relfeve the Unit
Opeyator of ony right er obu”t;on esteblished under this azrecment, and in
€sse of sny gaconsistency or conflict betvean this g:recment and the Duit

Opersting Agreemant, this auveemcnt abgll prevall., Twu true coplice of any

Unit Opersting Agreemsnt sxecuted pursusnt to rhis Iectlon shall be filed with
the Comnisstoner sl thres tyue topteq thereal ahall be filod with the tuer-
wisor prior to sppruvel of Ehis ayrenment. 1
SECTION 10'¢  RIGHTS AND OBLICATIONS OF UW1T OPERATOR, Lxcept ar
othetwiss spoctifically provided hervin, the exclusfve pight, privilege and

-t
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-duty of sxercising pay snd gll tuhu ©f the ppreies hereto yhich avg nec-

es0sTy or convenisat for pwnoe;tu for, producing, gtoring, ellecstiny
ond distributing che Buitised Subptances are heyeby dslegated to snd shall
e emercised by ths Pait Operstor #3 bersin previded. Upon Fequest, accept-

_sble evidence of tifly o satd i};hn shall bs deposited with said Dnit

Ops ond, Sogeth
£he rights, privilages and piupctm of Untt q"uul’. Sothing herein,

with thta c;n-ent. oball constitute and define

bovever, shsll be copstrued tp umtot title go any land or ¢o any leass
‘oF epersting uru-nt. 1t uu; waderstood thet wnder ¢his agresment the
Nt Opcuu:. in ft§ capacity u Dast Operstor, ohall exerciss the ruhu
of possession and uss wested {n tbt parties harsto ouly for tha purposes
derais specified. . S

SECTION 31, JQUIPMENT AND PACILITIES NOT FIKTURES ATTACHED TO
BEALTX. Bach Working Intsrest Ownar has herstofors placed end weed on fts
Srect ar Tracts committed to tlt; u'n-n:. urtmu well gnd legse equip-
went and other property, squipmsnt aad uuuuu. It 1s 8leo Tecognized
that sdditional equipment and facilities may heresfter be placed and wsed
wpon the Dnitised Land a3 wov or herssfter constituted., Tnerefore, for all
pusposss of this sgreemsnt any ud oll lrch oquipment shall be considersd 1o

“Beporsonal property snd ot fixtures sttached to resity. Accordingly, suhject

to the limitstions contained fa Bection 10, said well gnd lease squipment snd
personal) propsrty §s hersby severed from the mineral sstates pffecged by this
Hagrommsnt, snd 4t 1s sgreed that any and a}l such egquipment gnd perional pro-
perty shall be gnd yemain personsl preperty for sll purposss. _

SECTION 12. mm. 3t §s vacognised and agreed by the
partiss heyeto that the ob)oet. .fnd purpose of this agreement {3 to formulate and
to put {age ,l!c:»t s secondary eecovery project fo ordcxb to effect additional
gocovery of Unitized Substances, prevent waste and conscrve astural resourcrs.
The partiss hereto agree that t.h fnit Operator may, subject to the consent and
approve of & plan of operstien by the Working Interest Owners, the Supervisur,
the Commissioner gnd the eu—(.uten. {aject into the Unitized Pormation, through
any well or wells completsd therein, brine, watsr, air, gas, oll snd any Sn- or
soTe ether substances or cumbination of substances whether produced frum the Unit-
tsed Pormetion ot mot, and that ':h- Socation of fnput wells snd the rates ol
tnjsction therein and the sate of production shall be governed by stenilards ¢
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good geologic onl potroleun enginesring practices snd goussrystion e thods.

The parties b-un. subjsct te !ﬂot vights, 1f say, grant to Unit Operator

the wee of drine or smon-potable .ynog or both from any ﬁona‘tton ia and under
- the Wnitised Land for ujéét'ton tato the Unitized Formation. After comsencement
ol secondary qouum Ongt Opsretor shsll furnish the Coumissionst and the
Supervisce mthly injection n‘ pmttu soporss for uci well is ths Unit,
The Werking Iaterest Owners, chg Comiseionst sad the Bupsrvisor shall be
' _'"c-?.-umf'nmus' ﬁmu-q—o pn‘uu of CM-;l:n of opontutf snd any
sevisions or changes ‘thereto ‘t'ﬂﬂ necessary t; sset changed conditions or to
protect the fnterssts of all parties to this agresmeat; provided, however, that
sny rsvision of the approved ’ln of npll:ttun shall be subject to che consent
ond spproval of the Morking Jotersst Owners, the Commisefos, the Comsissionst
and the Supsrvieor. '.

A plan of sporstion shall bs f13sd with she Supsrvisor #nd ths Com-
wisstonsr concurrently with the f1ling of this uait uu-u"; for final approval,
881 plan of operation and sll yevieions thereof shall bs 88 sowplete and ade-
quats as the Buperviser snd the Commisstoner may detsrmine te be necessary for
time)y oporstion cenaistent harevith, Upon spprovsl of this agrssaent and the
sforementioned plan by the Suparvisor and the Commissionsr, seid plan snd sll
subsequently spproved plans ehall comstitute the operation obligatiens of the
Puit Qperator ender this sgresment for the poriod specified tharein. Thereafrer,
from time go timc, bafors the n;pl'utton of sny sxisting plan, the Unft Operator
shall submit for like approval s plan of sn additionsl epecified prrind of
speration, . i. T .

Botwithepanding .rwghiu to the contiary herein vontained, should tow
Unit Qperator fall to compence gperations for the secondary recovery of the
snitized substances from the un!:t ares within one year after the effective date
of this qunn\t and any extension thereof approved by the Supervisor und tu:
Comissionsr, this agrecment shall terminat: sutomatically as of the date of

ds fault,
SECTION 1), SR OF BURFACE. The parties hereto, o the sxtent of
their rights and interest, bevehy grant to Worl . Latarust Dwners the it

60 woa 83 mich of the purface nf the land with u the Lnit Ares as may reasonahly

© e mecuaser© for wait opevstions, Inciuwlfng th free ves of water from the
_lhﬂ Area {3 wnlt operstfony, ;:cqt water v sany well, lakse, pond or
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trrigation ditch of a surface owner, provided that, mothing herc l‘r’xlsf ;,Y hrdk-:r'.’-

atreed as lsssing or othervise ;eo-veyug to Working Interest Ovmers a site for

& vatsr, gas in}utlou. n;cndu oF othor plant or camp site. Uorking Inrer-
" sst Owners shall pay the owvner !ot dcngu growing cvops, timber, fences,
t-nmonn, and nruetuul on the Unit Ares that nouu from Unit Operstions,
SECTION )4, TRACT PARTICIPATION, participation of sach Tract f»
shovn dn Exhidit "C" and has bepn cimputed {o accordance with the folloving:

(s) m_l_umﬁuﬂu Phase 1 begine the effeltive date bergat

and sontinves wntil the fivet day of the month maxt’ falleying the “dote that the
- —————— e T

- cumilative volues ¢ 9‘1:‘5-"&.'1::1;«

—

. Jormation uudcrl;lnl all of the Trects in she Imit Atu totals 299,01) harrels.
The Tract Participstion of each Trect during Phase 1, shown eon Exhibit “C', s

i ——————-——Dastd woon the follow{ng formuls:— —

\\run-ﬁtéummnl‘_u —-
Phase 1 equals '
100 §

e ere; “A" squsls total facoms fros oil and gas produced from such

Tract from the Unitized Forsation during the pericd Janusry 1,
sh mc-bet )1. 1968,

o oquh :bc pumation of the totsl income from o) and
F7Y) orodnud from sll qualiffed Tracts from the Unftised
- Formation during-tha period Jansary 1, 1968, through
Pecember Jl. 1968,
¢b) phase II Participation. Phase II shall begin the firgt day of
the month mext following the dgu on which the Jast of the 299,013 barrels
gaferred o in (a) sdove g- iuduu& and shall continue for the vemsainder of
the term pf this agreement. The Participstion of sach Tract during Phase 11,
shown on Bxhibit “C”, Le bgssd wpon the folloving formuls:
Tract Participstion Percentage,
. - Phase 11 squals
os f rtus 10 § p1un 5 3
Wharel “Z" equals the sstimsted quantity of ol ultimstsly recoverable
from ;N_ Unitised Formation by primary vecovery @psrations
eredited to sach Tract.
“P" aquale the summation of the eatimatud quentity of oil

ultimately vocoverable from the Unitimed Fornation by

.12
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MWin S1< net Jbb wrimsry vecovery operations eredited to'all qualffied Tracts.
" aqusle the cumulative oi) produced from the Poiciaed

I Jormation enderlying sach Tract as of July 1, 1966,

g aquals the swmation of the cumulative of] produced

€ros the Unftissd Pormation wnderlying sll qualified Tracts

S I T s of July ), 1966,

. *1* equals the mumber of acres contained ia each Tract.

T %J% equals ;h swmstion of the number éf gcres contained

- ' - 1n 811 quelified Tracte, ‘

- ' 1f 108 than all Fricte withis the Unit dres qualify for participation

. 7.. . ' Sersunder 80 of the effective date hoveof, tUnit Operator shall file with the

Supervisor, the u—tuinaf and the Comission & echeduls showing the qualt-

B £104 Tracts as of seid effective date, which echedule ghall be designated
Revised EZxhibit € end eoutdc_j-od'(or 811 purposes as s part of this arreement.
Sasd revised Exhitit C shall ést forth opposite each qualified Tract the vevised
Tyact Participation :bon(or vhte& shall be calculated by wsing ths samc factors
sod formula which wers wesd to grrive at the Tract Participations set out 4n
Exhibit C sttached hereto, but applyins the same anly to the qualified Tracts,
88td revised txhibit C, wpon spproval by the Supervisor end the Comtsasioner,

r shall supersade, effective d:of the sffoctive date horeof, the Exhidit C

' _ltucbﬂl herato, :

¢
< cw popy; o

The Fract l’attutpatlonn -bovn on t.xhibu £ sttached hereto, cr as may

Ry
de

be uhovn on the Revised E:hlut c n above provided, slgll govera the allocation

of unitised substances on and after the sffective date of this Unit Agresmcnt, and

wntil the Tract hru:q.uené ars vevised pursuent te this agresment and such v -

wised Tract Participations ar-c apptoved ;y the Supervisor and the Conu.clonrr.
(c) Vithin iix:y 60) dcyl .!:cr the requirements for commcncetent

of Phasc 11 bave been weg, thb quuur will aotify the 011 and Cas Deparenr nt

of the New Nexico State Land guic_o_gg,,y:h conversion to Phase 11.

) SECTION 15. XBACTS QUALIFIED JOR PAITICIPATION. On and sfter the

sffective date hereof, snd wntil expansion as provhhd in Srcton G hereof,
\_M“" vithin 'M_unu_Arn_uMch Chjum_e%ﬂi-\n (ax

'rovuod in 5o Sutlnn 14, Tract Participarion, hersoi) {n the pnducuon 1]
Unitisad Substances shall be ceqwled of the Tracts shown en h_hiblr A and
isted $n Exhibit ™3™ which' quuty as follows:
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. Y
——— .

T ————

\ ayye T ———— -

—_— '—:-~4-'=~.:.‘:‘_"-__"71—" . . - .- : 5:}0




14
-
L

-~

- N
f’ ‘.
-
Iy
-l
B
59
‘0?
)
B
3
t
3
ke
3
. :
: &
3
' .
", R
- .
L S
O
<
+ %

. soos 312 une 367
. ga) -Seshesvest 88 o Whish-bmebingmEntevssl OwnrTs mming

was hundred payesnt (lpovof":;hp yorkisg laterest therein have become
--parties herato and &5 to vhuh h,oliy or Becord Owners owning seventy-

five percent (151) or sore Bf the Royslty or Record Intevest thareis have
Setone parties huu._ .. )
() Zach Tract as '_u which Working Interest Owners ovning
one bundred percent (100L) .of. the Sorking lnterest therein have herows
parcies harets and g5 to \tté'h Royslty or Record Owmers owning lices than

uvnty-ﬁn ”tuut (151) o! the onalty and Record Intercst therein

hsve bocome parties bereto nd f\lnhcr. 88 go which:

S (L) Al Hnrtlu Interest Owners ta such Tract have joined
-u 3 tﬁuu for the quslification of such Tract, snd

(11) Zighty nr;cu: (801) of the cembined voting imterssts
of Working xuuu‘n Owners 4in 8ll Tracts meeting th: requivements of
poragreph (o) hereef have voted {a favor of qualifyiag such Tract.

Yor the purpose of this paragraph (b), e Working Intersst Owner's
®yoting ntersst™ shall be squal to ths vatie (expressed {n percent) which
Ste aggregete Phave 13 Participation tn ell Tracts qualifying under
petesteph (a) besrs to the t?:u! Phase 11 Participation of sll Working
Satersst Owners in all Tracts qualifying under paragreph (a).

(<) EKach Tract & :to which Working latetest Owners owming less
shen one hundred percent (100%) ef che Working Iatersst tharsia have become
Persise Mersto, vaperdlens oi tha percentage of Royslity snd Record In-
gerest tharsin which fo u-,;&ud hereto and, further, as go which:

(1) The Horluu; Interest Owner opersring such Tract snd
81) of the othey Working Inu.tu: Owners §n such Tract who have become
”ntu haspto have joined t.u a uqueu for qunliftuuon of puch Trect
and at least sighty-five ntecnt (BSY.) of such parties have sxecuted and
delivered an indcmnity agresment indemnifying and agresing to hold harmluse
the ether Workips lntersst Owners fn the Unit, thair successors and sesigni,
agsinst 81l clgim: and dmui.n vhich arise out of the qualification of such
Tract vhich may b made by thr owners of Intorests {n such Tract who are not
parsios herssoi ead -

(t4) Zighsy ”l:nn kll't_) _ot tln somhined woting .Im.nrnil wl

Rraregs

IR R S
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Meovking Interest Ownars §n 811 Tracts meetiny the requivements of saranvephs

€s) ond () have woted tn favor of the qualificetion ef such Tract and

aceeptance of the iadsmnity agr .

Por the ynr»n}! this paragraph (c), & Vorking laterest Ovner's
“woting tatearest™ shall be ~";‘_.‘ to the vatio (sxpressed in pctfcnl) vhich
Sts aggregats Phase 11 Participstion dn all Tracts qualifying undar pave-
grophs (s) and (b;) bfnrl to tl;c total Phase I] Pargicipstion of sll torking
,!nnrut. Owners tn all Tracts .'qu;ufrtu wnder paragraphs f.) snd (b). Upon
¢the qualificetion of & Trect, thc Unit Participation which would have
iun attributed te the monsubecribing owners of the Working Intsrest in
such Tract, hed they bscoms parties to this egresment ond the Unit Operating
Agromment, -uu be srxtributed to the Norking Interest Owners $n such Tract
who have become partiss to th? indemnity nr?-cnt. in proportion to their
vospectiva Working Intevests in the Trect.

SECTION 16. ZD § ANCEE. A1l Unictized
Substpncsp produced and und-' (less, save and sxcept sny part of such Unitised
Substances ured in conformity with good operating préctices on mnitized land
So7 dril 4ng, operating, comp gnd pther production or davelopment purposes
od for pressure maintenance .u nec‘ordnn«:e with & plan of opetetion approved
by the Supsrvisor gnd the Commissioner, or unavoidebly loet) shell be
pportionsd gmong snd sllocsted to the qualified Tracts §n sccordance with
the yespactive Tract Participations effective bersunder during the respective
poricds such tnitized Substances were produced, ss sat forth {n the
ascheduls of participstion {n Fxhidit €. The mmount of Unitized Substsnces
o allocated to each tract, .nd only that amount (regardlsss of whether 1t
b¢ moTe or less than the smount of the sctusl production of Unitised Sub-
stences from the well oy \ulh, 1f sny, on such Trect), shall, for all
intenty, uses and purposes, be degmed to have been produced fros such Tract,

The Unitised Bubstances gllocated to each such Trsct shall be

~distributed amony, Az _accounted for ta, the patties exscuting, conecoting to
or gotifying this egrcement and entitled to shere {n ths praduction from
guch Tract $n the same manner, in the same proportions, and upon Lhr same
eonditions, as fhey would bave parricipsted and shared tn i production
from guch Tracts, ar {n the procesds thersof, hed this sgrcement not been
ontered fnto, and with thc.uav legal totvce end uffect,
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Mo Trect qualiffed for patticipstion wnder this agresment ehal}
be subssquently excluded from paTticipscion beveunder on sccount of
_ depletion of Unitised Substances tron said Tract.

£ 4 th- Norking xnur;n end/or the Roysity Intersst in any Tract
48 divided with zespect to sspatats ‘nn'cln oF portions of such Tract and
owmed saverslly by differsns persons, the Dnitised Substances sllocated go
such Tract shell, §n the »uo;c of a vecordable fastrumest axscuted by the
‘ownsrs of such uu.ri:u.. furaished go Uait Dperator snd fixing the divisions
-O.f ownership, be divided #mong -the swners of intersst in such parcels or
portions 15 proporiion to the mumbcr of surfsce acres in sach parcel or
portion, '

The Unfcisead Substances glloceted ¢o sach Trect shall be delivared
in kind go she parties lntttl“d: thereto by wirtua of the ownership of ot}
ond gas righte tharein or by pnfr:bhc from such ownare. Rach of the parties
sptitled thareto shall have thé continuing right to Fecsive such production
$n kiad st ¢ common poiat within the Unit Ares sad ¢o #el] or dispose of
she gpme a5 it sees f1t. Each such party shall have the right to construct,
saintsin and operats 81l necesssry fecilities for that purposs within the
Dait Arps, provided the same afc so constructed, maintained and opersted aa
aot §8 fatstiere with oparstions carried on pureuant hersto. Bubject to
Saction 14, Royalty Sstclement, herecf, any extry expenditure incurred by
Pait Ppeyator by ¥eason of the delivery in kind of gny porrion of the Unittsad
Substances shipll be borne by the party seceiving the sgme fn kind, 1In the
-svent ey Working Iaterest Owner shall fail to tske or othervise sdequatsly
dispose of 1te p:oporuonnc. ﬂ'un of the production from the Unitized
Yormstion currently as and whes produced, Uinit Operstor, fn order to avold
surtailing Unit sperations, lu sell or othervise disposs of puch production
to fteelf or o others on @ dq_y-to-du basie st not less chen the pravail-
fag market price in ghe ayes for I{ke production, and ths sccomnt of such
Vorking Ingerest Ovnsr shall Ms charged therevith as having vecsived such
production. The wet procesds, 1f any, of the Unitised Substences so
dispossd of by it 0”.";.4' shall bs patd to the Werking Intsrss: Owner
of the Tract er Tracts concernsd or Co & party designated ¢n writing by
outh Workiag Intsrest Ovner. MNotwithstanding She foregoing, Unit Operstor

ehall mot make 8 anls fato fmterstete cummerce of any Morking Imterast Uwvner's
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ohare of gas preductlion without first giving such Workfag Iaterest Owner sixty

1

e

(80) days aotice of such gmtendsd esle,

- Any party vecefving §n kind or npnhnly digposing of ¢ll or dy
part of the Unitized iunuucn ouunod to sny Tract, or recsiving the
. ’ . 7 ,. - procesds tlnnfr- if thc u-e 48 s0ld or purchased by Unit Operator, shall
' ’ o ’ b zesponsidbls for the p.yunt o! 81l Royslty due under the lease or leases
sovering said Tract, snd each awch party shall bold esch other party hereto 4
harmless ageinst ¢l claims, d-uda end ceuses of action for Royalty  §
‘due wndsr the leass or lesses ;o'nrtu osid Tract. .

B SECTION 17, DALANCING OF PRODUCTION. '?Unxt-o».u':er shall make

8 proper and timely gouge of .ll lesse ud other tanks located on sach

sommitted Trect im order to sscertain the amount of merchantable ofl in ;
such tanks, above the ptp-unr‘-eunoctlon. on the effective date hereol. F‘:
411 such oll vhich ts 2 pant o:f the prior allowable of the well or wells H
Lrom which 'tlu same was produced shall be and Temsin the ;fopeny of the ‘_; .
Ovnersy oautlu theteto os “ 1hu agreement had aot besn entered fntc and J

. such Ouwners shall prosptly u-ovc sane, _Any such o1l sot so r-oved may be tr

’ 801d by the Dnit Operator for the account of such Owners, sutject to pay- i"f
ment of gll Royslttes duc under the teTms and provisions of tl:ne .l_pp_!}uble - f." i

Jo-

- \J&_"l\“_“_‘ snd other contrpctr, —411-0il shich 13 4n ;xcgg,_p_f,nn

prior sllousble for the wsll o7 welle from which t'lu same wps produced

3
3
shall be regarded and treated the spme g8 Unigized Substances produced
after the effective date herso}, 1f, o8 of che effeccive dste hereof, =
- —oRy I¥acy Of vnltis#d Jand s pv;x";;roduccd with respect to the allowable
_— T e k-1
T eT vhwweii—er vells on that Tract snd {f the amount of such over-production L

has been pold or othervisc dlo}ond of, such over-production shall be ve- _ - - S
garded and tncluded a5 & part of the Unitised Substances produced after
the sFlecTive-dat. -hatecl,—and the amount-thereo! “chitRed to such Trect as s

haviag besn delivered te the partise entitled to Untitised Substances -

T —

ellecassd o such Track. »»~i--;~_._,,_._.,. e —— -

SECTION 18, W The State of Now Nexico snd
the United Stotas of Anerics snd all Royalty Owvners wio, undar an nunm i
eoatract, are u:ulod to taks in kind & shars of the Unitised Substancos
produced from any Tract unitised hersundcr, shall heuresfter be entitled

t6 $oks n i dnd theiv share of the Unitized Subrtsnces spllocated So such

w
W
W
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Trect, and u-u Operstor shall make deliveries of such onof{y share ukcn

s kind {a eonformity vith the applicable contracts, lave snd regulatfons.
Settlement for Boyalty Interepts mot taken in kind ghall be made by Working

Interest Nnn rn”nuu tbarcfor wnder existing contracts, lava end

" sagulations, sn or bafore th- Sast dsy of sach month fo1 Unitizsé Substances

produced during the preceding: calendar sonth; provided, however, that mothing

Sereis contsined shall sperate to ralieve the legsces of any land from their

- sespective lease sbligations for the payment of any Inyll.ty due under their
- lesses, sxcept that such Joyslty shall be computed g asccerdance with the

tarms of th‘u' Unie Agn-eut.e' ’

Boyalty duc the Untited States shall be computed as provided in
the epesating regulatiens snd paid fn value or delivered in kind as to all
Dnitiged Substances op the u’m of the mmounts theveof ellocated to
saitised Poderal land as provided herein st the zate .p_.:uud in the res-
poctive Padergl Jesses or at such lover rate or retes 35 may be authorised
by lov or regulstion; provided, that for leases on which the Toysalty Tate
depands on tha detly onu;'o _Bu production per well ané/or gths sverage
grovity of such oi) production gnd/or the daily gverage gss production per
Jsase, suchk pverage producu.o.a or average gravity shall be determined in
oceordence with ghe ocpersting regulations as thouygh the unitized lands were
® single consolidgted lesse. ) ‘

3§ the smount of ,l-odueuon or the procseds thersof accruing to
sy Boyalty Owner (except clu. United States of America) tn s Tract depends
wpon the average production per well or the average pipeline sun per well
fyom ¢ Tract during any period pf time, then such production shall be
detarmined fron pnd afrer ghe c!t.ecuvg date hereof by dividing the produc-

tion sllocated sach Tract during such period of time by the number of vells

‘Aocated ghereon espable of producing as of the sffective date hersof,

provided, hovevur, eny Tract :uuhmn a produ: (ble wi-ll on sald cffective date
shall, for the purposes heratn contginad, bs considored a3 having enc such
w1} thereon. ’ :

All loy._l:y dur the Stata of Nov Mexfco snd :'ho Unitad btates ot
A-ﬂu. osnd the other Boyalty Dwncrs hereunder shall bt computed end pafd on
the bosis of all Unitised Juistances sllocated to the respective Tract ot

Frects qualified hersunder, in Jieu of sctual production sfom such Trect or

Tracts, . ) '____,, -
— . e —-
s else
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gach Royalcy Owner (othsr then the State of New Nexico and the

L e

Snited Stetes of Anerica) that Totifies this agresment Tepresents and
warvents that he 0 the owner of ¢ Boyalty Interest {n & Tract or Tracts
withia the Unit Ares a9 his Sntsrest sppears in Exhidit *B" attached beye-

to. 1f the title to @ Royslsy Interest fails but the lands to which ft

e gt wmiargre

¥
3
k3
33
:
(v}
-2
.

relstes remain subject hereto, the party whose title failed shell net be

.y

. sutitled to share hersundesr with respect to such daterest,
. I .- SECTION 1%, RENTAL BETTLEMENT. 2entals or minimun toyalcics
: . . dus oa lesses comnttted bareto ohall be paid by Working lnterast Owners

HE: 'ﬂmutblo sharsfor under :xtottn. eontracts, Jevs snd regulstions, pro-
T wided that mothing herein contsined shall opsrate to relfeve the lesseas

of say lend tr‘o- their rcepective lease obligations for the payment of

K+ sny tental or minimum nyll{y 4n Yisu thereof, dus wnder their lessss.
Rsntal for lsnde of the Stats of Nev Mexico subject u‘nu sgresmeat ghall
E be psid st the rate ppecified 1n the respective lepses from the State of New
Mexfco, BRentsl or minimun Foyalty for lends of the Dnited States of Americs
subject to this ggreement '.i.u be paid st the rate opecified in the sespec-

sive lessss from the United States of Americs, unless rentsl or minizum

e Wy gt

royslty 49 wplved, nu"ﬂ\doi. s reduced by lav or by spproval of the

.y
AT

- . B SocTotyry 'oF his duly suthorised weprssentative.
8 _ SECTION 30. CQUSERVATION. Opsrations heveundsr and production of
E Puictsed Substances shall -be sonducted to provide for the most economical
’ ond sfficient recovery o_f_u:t‘d substances without waste, @ defined by or
pursusnt go Pedersl and lufc 1sws and regulattions.

SECTION 21, w. The Unit Operator shall tske such mesasures

88 the Bupervisor or the Compissionsr deems appropriste and sdequate to

provent drainege of the vnu_'uod Substances from the Un{tised Lsnds by

o=t tn

wells on Jend mot subject o this agreement.

3.‘%.:'«;‘ i -4

,

SECTION 22, szs CONTRACTS CON D RXTENDED. The

terms, conditions snd provisions of sl] leesss, sublepses gnd othet con-

RS
R g

ssacts velating to uphu;&ou, drilling, developnent or opsrstion for sil
aiu' on landd committed to this agresment ate hcroh) sxprassly modfited
ond smendsd ta the extent sscessary to make the same conform to the "ro-
visjons berscf, but stharviae to remsin in full force and effect, and the
partios hereto horebdy consent thet the Secretsary and the Commissioner,

P — —— ——, T - e —
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: —uBpopeettrely, shallaal.by thete aprsust-lusecs - 07 by the gppravel hereofl
- ! 8y thasr duly suthorised t"tolOIt!t('ll. do l\cuhy arteblish, alter, change,
o7 gevoks the dtllun..,_ ’nluctm. rental, minimun tonlzy sad Topalty requires
. ment of Pedersl gnd State Jeases comnittsd hevero pnd the regulations {n
zespect tharsto u mgon_ said requirements to thcﬂpr;nulonl of this sgrce-
osnt, . i
Without limiting the generality of tte breuin;. 1] leases, aub-
Jeases and natucu are prt(cnlnly wodified in acu:ance with the following:
P ) ’ ] ’ (c) ﬂo hulq-nt and qantuu of lands subject to this agreement
ender the terms bersof lhll;vh desmed full performance of a1l oblizstions for
. :! ' devalopment and operstion \rt-th respect to each snd cvery separately owned Tract
: committed ¢to this agresmant, yegardlicss of whether there 1s any developnent of
ony parrieulsr Tract of the Lifeiesd Land, .
. 5 (b) Drilling snd producing operstions psrformed hereunder wpon any
- ' , Trace of Unitised Land will be sccopted and decmad to be perforwed upon and
£oF the benefit of u:h'»d_onry Tract of Unitised Land, end o lsese phall be
: B desnsd to axpire by reason o‘! fatlure to drill er pujduci wvells situated on the
, lend therein smbraced, e
(c) Suspension b!;drultns or pl:odur.lnx operations on 81l Unitized
- . L Lands pursusnt go direction 6r consent of the Commissionss end the Suparvisor
, 3] #hall be deemcd to couut'.ut.c such suspension pursauant to such direction or
o5 ' 4 sansent g1 to ssch and evary Tract of Initised Land. A suspension of dri)-
_’: v } ) ling or producing oplrattoairon specified lands shall be applicsble only to such
. , : $ands, . )
s . (d) Each lease, o-iablnu. or contract velating to the sxploration,
. . drilling, development or opc;ntton for Unitized Bubstances, which by {ts
tsrms might expice prior to ;he tnnxnnuon at this ggresment, {s hereby
extended beyond any such nn s provtded therein 8o that it otull be continued
in full force and effect hr snd during the tere of thu sgreemant, as to the
Land comitted po long u au:h hnc Temaina ub}oct bereto,
' (o) Any Federal luu en-nltud hareto nluu continue {n force
- beyond the term 50 provided thervin or by lav as to the committed land so long
- 85 ouch lend Temifns cowaltted hereto, _ '
. : ’ () Aany lsase -budn‘ l.lgﬂl of the State of Now Maxico which 12
I ‘" L . made gubject to this agresssdt shall continus fa force bcyuad ths term pro-
b i vided tharein as to the lande comitted hereto until the c.ntuuumﬂol
. . .

vl * -
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312 wj‘ ﬂ%u-c ewbracing 1ands of the Beate of Bow Nexico lactn:
anly ¢ portion of 1tg lands covaiticd hereto shall be af:ﬂnna) a8 0 the
poTtion comitied sad a8 to Ch._t poritog #or committed ead the terws of
o0 of the elfective date hnu&!. Notwithstgnding any of the provisjons of
this asvemment to the contrary, any Jasse smbracing lands of the Stste of
-Jlov Maxico haviag ealy ¢ nl’.t!eqiof 1ts lends comitted hersto shall con-

_tinue fa full force and effert heyosd the tarm provided therein as to all
Jands embraced fa such lun_ (?h&ht withia or without the Unit Ares), 1f
oil or gas ars d£a¥ovcrcd .nd‘;l' copsble of being produced in paying
suantities from some part of the lands embraced ¢n such lesse comitted
to this ggreement at the expivation of the Océondlty tatm of such lesase;
or 1f, st the sxpiration é! :b- sacandary term, the legsee or the Untt
Operater $s then engaged in bona fide drilling ev reworking operations en
gome part of the lands smbraced theretn, sny such lease shall remats 1o full
force pnd effect oo lous'u such opsrations are being diligently prosecuted,
ond ¢ they Tesult tn the prodycclon of Unitiaed Substgncces, ostd legss shall
soncinus {o full force pad effect sa to all of the lands cwbraced theretin,

o0 long thereafter as Unitised Substences gte produced n peyiny quantitics
from pny portion of gsid lands,

) Ths ac;ugntpn'_ of any Peders] lease comitted to this agree-
went §5 governsd by the iolhw}u provision in the fourth pavragraph of Sec,
171(3) of the Xioeral Lepsing Q;t 85 smendsd by the Act of September 2, 1960
(% Stas. 781-784): “4ny (hdini) .lun hsrstofors of horeafter committed
so eny such (unit) plan embracing lands that src {n part within sud 4n part
outside of the ares coversd by sny such plan shall be sapresated fnto sepatate
lsases 8 to ths lands ec-t'lt;.d snd the lands not comaitied as of the sffeciive
dote of unicisstion; provided,. bowever, that sany such laase as to the mopunitise.!
portion shall continue in Iqtc; snd »f!oct for fha term thereo? but for not
1ess chlﬁ th-vtof; fyom the éi;g of puch ssgragation and 9o lomg thessaftar
@3 o4l oY gas 1 produced {n '}ytng guantisies.”

SUCTION 3. CONENANTS RUN WITH JAND. The covensats hareta sheli
be construst S0 be covensnts i?nnlny wich the land with ¥agpuct ¢o the fn-
sarests of the partics horeto and Lhcir gurcessors {n fntarests wntil thie

agreament tatminates, ._n.l any 'gum,_ traneicE, p¥ conveysnce ol tntsrast

¢ 2.
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“am lond or deases subject herwio shall be and berely tsWihad kA Nt 470
the assumption of al) privileges and obligstions bxseundr: by the grantee,
sransferae, oF other successsor {n intersst. l; ssriament. or transfer of

- . —. —ADy WoTking Intsrags gubject_hereto ghall be _b—_i_ild_gu upon Umit Operstor wneil
the first day of the calondar _nﬁth ofter Dnit Operator is furnished with
the original, .'b:oguuc o;_ccuu_ud copy of the tntant e!: transfes;
and mo sseignment or transfer of sny Royslty Imterest #héll bo hinding upon
the Ilortttc Interset o:urbnnpmme tharsfor smti) the first day of the
calendar nan after said Horktu Iaterest Ovnsr §8 furnished with the original,
obmuuc or certifind eopy of the {astrument of tuuhr. )

SECTION 2. EFFECTIVE DATE AND YEMX. Thts agr shall »

$iading wpon sach party who sxecutes or ratifies 1t gp of the dote of execution

or u:uuiﬂ» by such party snd shall becoms sffective as of th-' fizet day of
the colendsr sonth next inli-wtu:

(8} The cneuum\ or vatification of this agresment and the Puit
Operating Agreament by Uoruu Intezrcst Ownsre owning trscts with s cembined
Phass 11 Unit Participation ol’ ot least sighty-five ponont {85%), and ths
execytion or ratificetion of this agreement by lcyalzy_ud Record Dumers
owning tuuuin in tracts havipg & combined {ngerest of 8t Jeast sixty-five
parcent (£51) of the uoynt; and Record Interest fn the Unit Ares, calculsted
on the basis of Piasc 13 Untt Participation; end

fb) The npprovﬂ ‘wi this arrscment by the Comgiegionst, ghe Supete
wisor, end the Comsfsrion; - ’

€c) If (o) and (h) sbove are not gccomplished os or pefore
Janusey 1, 1074, his un-um shall tpec facto oaptn on vaid date (heve-
tnafspy n!hd “wiutm hn") and thereafter be of mo further fores or
offece, mhu pﬂot thcuto this unm: has bsen eaxecuted or ratified by
Vorking xnurnt Ovnera ownluz tncu with 3 combined Phaee 11 Unit 4
Participation ol at least -lx:hry plrctnt (80%), and the W.rking Interest
Ovners ewning tracts with s.combined Phase 11 Unit Participation of at loast
aixty-five percent (631) l:mf-uil.ln'd 1o this ar.n-.rur have docided to extend
said swpiratipe date for ‘.'" lul not go excvcd eix (6) winths (hersinafrer
eslled "uundcd up;ntun d-u"). 1f said cxpiration date v #o sxtcnded
and (a) and (») are -nt arcﬂpluhu v or beforo said sxtended empirstion
date, this sgreemcnt shall 1pso facte expirc on sa1d extended cxpirstion dete

and ghersafiur Lo ol B Juriher iorce and oifect,

- »22- . .
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nit Operator .lull Eile ot lerst one counter patt of this s rvee-
went for Tecord in the officc of the toucty Cler' of Laa County, New Merico,
Vithin thitey (30) days after the effcctive datv of this sureement, Unit
Opcrator olu'll £1le for record in each «'7ice where ¢ counterpart of this
Qgrc-'cnt' fa mo*dﬂl. 8 sortificate to ghe sffect that this agrecment bas
bocone euuttn ueot&lu ta its um cnl unung (or:lur the effectiv: date.
ihe Lerm ¢ of vhu agresnent shall be for cnd during the rime that
.anm.m; ;«;;Moo are oF can bs noduccd u qpuutln sufficiunt to repey
the ult of 'tmluetu o'-n }u- the vnttlnd Land gnd sho1li! pyoduction ccase
) 0 long thxurnt a8 a:uum-. nvorklu., o: other opeu:tom te restore pro-
duction (tulmﬂn ncoadny roconty quuttou) Te 'tmaeu:ul thereon without
cessation of -nu than minety (9¢) eonucutivc deys, sad shoul.l prodection
be nucnd'o;hl-m thereafter as such m;tuul Subsrances can be produced as

aforcspid, T ) v

.

thtl.'u;u-e;t‘-q‘y be."umtut:d af -ny'tiu with the ppproval of
the Commissionsr end the Suparvisor by Woiling Jnterest Ovmers owning tracts
vith 3 combined Phase 31 Pnit Participstion of at lesst srventy five percent

€15%). Notice of gny ou:.h_,nntuttou shall bs given by Unit Operstor to

81l parties hersto.

Upou uniu!hn.’t this uuuemnt,'tl:- partias hereto shall be
governed by the terms snd !nvtc!om of the lesses gnd contvacts gffecting the
osparate Tyacts, : -

1€ pot otbcwtu -uured by the leases unitiied under this agrecment,
Royalty Own zs hereby ur.nt Unrklu xanun Omery & parind of six (6) months
sfter termiation of this sgresment in which to .'a_lv-na, 1ell, distribute or
othorvise digpose of t’h;-fitnml;':@_e5§,y Qnd tacilities uped ¢n connection
with Unig q‘""““.--“ K . ‘

'SECTION 35, QATE OF PROSPECTI!G, DE'NLOP(sNT 4D PRODUCTION. A)}
production and the dispossl theroo! shall be {1 conformity with allocat{ons and
quotas made o7 fixed by .n; duly authorizod perruon or vegulstery body under sny
Foderal oy State osrptute. “The Direcior 15 hsreby yeared with authority to alter
or modify from time ';_tu-r, o his discrotton, the gets ot pragpecting eud
developuent gnd to altsr u n_o.l.t_g the quantity snid vats nf production under this
Agrasment, such guthority ‘iﬂn.; hereby limited to altesst on or modification in

" ¢he public intevest, the~’urpou thereof and the public tunu;: 20 be served

————— MO P by - —— -
— - . . - ST - e ———— .
d Y & 0
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thereby go bg stated in the opder of alteration of modification; provid:|i,

- Surther, that mo such slterstion or endificetion shall be sffective a8 $0 sy
'lnd of the Btate of Nev l;ulu 80 to the tatc ol progpscting and development in
the »unu.._!. the specifie v“xtnu .';ptuvli thazeof by the Counissionsr snd a-
te pny lsnde of the State of New Mexico or privately-vwmed lands eubject to
this agresmest as to the quantity and gate ‘of production (o the sbasnce of spect i~
‘S¢ written spprovel thersof by the Comaission. o

Povers fa this Section wested in the Diractor and Commissioner shall
oaly be exercised gfter motice to Unit Operator and epportunity for hearing to
e hald mot less than fiftesn (15) deys from motice.

SECTION 26. MNONDISCRIMINATION, 1n connection with the performance
of work snder this sgresment, the Unit Operator agrees ¢o sormply with all of the
provisfons of Section 202 (1) to (7) tnclusive, of Executive Order 11246 (30
Y.R. 32319), wvhich are h-tib; {ocorporstod by refsrence in this agressent,

SECTION 27, APERARMNCES. - Unit Oprrstor shall have the right to

oppear for o on behalf of any and all interesta cf!ntcd; bheteby bafore the

A RS N T =

Commigsioner, ths Depsrement,’ ead ghe Commisninn, snd to sppesl from sny

ordar tssuad under the Tules ‘end vegulations 9'_:' the Commissionsy, the De-

WAy

porEment, o7 the Cowluion,'_-'or to spply for velief from sny of ssid rules’

< o

and vepulations of §n any precesdings ¥rlative to operstisns bsfors the

=

Commissioner, the hpﬂ"”nﬁ‘ or the comtut_on. er any other leuliy con-

A
e

stituted guthority; provided, however, that anv other gnterested psriy shall

8180 hova the .unht at his or its own expense to be heard tn any such pro-

ceeding. ' - B -

SECTION 28, RNOTICES. All notfces, desands, objections or state-

FIR At a

santy required hereunder t& ‘bc given oy rendered to the parties heretc shall
)
be desmed fully given {[ wede in writing end pergonslly delivered to the ~
» . -

e e————party ormmgmni_MIEgdA«rn‘m’ti::detcnu_-Q;:nmn party

of parties at their respective addresses set furth {n comnection with the

.

signatures Mereto o1 to the vatification ox cuuun': hervof or g0 such other

gddrese as any such party or parties may have furnished {n writing to the

- —— - t—

TToparty. ding fhe vatice, demant or starcweut,
\—\. ‘%-—— - e e—— - ’
ECTION 29. MAIVEN 0F CERTAIN RiGITS. Wothing in this sgrec-

went contefasd shall be construcd as 8 watver by sny party hateto of the = - -

e —————

- eFhe _ - — R

B
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right to assert sny Jezal or mnunuoml gixht or defense p» to the

welidiey or uultd;ty of pny ¥edcral or State lsv or ¥ule or regulation
Losuad &;asrauadcr i any vay offecting sucl. pATLy, OF g5 & waiver by sny
such puty of any zighe bcyopd his or fts asutiorigty co waive,

SECTION 3¢, NAIVIX Gf WICHTE TO PAUTITION. Each party berots
convensnty .;lug. during gluv.'x‘uuug of this agrvement, tt will aot resort
to any action -u ’ntxl:un-sh:-.uagtud Yormation of 'fh:c_ Unit Sguipment, and to
that exteat vaives the bcm!ttl of all laws suthorizing such partition.

SECTIOR 31, W. 4)) obligstions under Qtl agresment
saquiring the l.ln;t Opsrator to cowmence gr_c_onttnu sscondyry nc:onry operations
or to sperats oo of produce Unitissd Substances froa sny of the lauds covered
by this sgreement shall be suspended while, but only so Jong s» the foit
@perstor despite the a;cr:taq:o( due care and diligencs, s prevented frou
complying with :uch ebligations, in whols oF {n pary, by strikes, scts of God,
Federal, State or municipal {lv or agency, mvo“cbl.. pecident, uncontrollshle
deleys in transportation,~ingbility to obtain m:cbury_ waterials v open
matket, or other matters beyond the rnnublome'ontrol of the Unit Opsrator
whether similar to matters hc::ntn -ci;ex"and oF not, Nothing hersin shall be
construed to requirs Unit q.rncr. agsfnse fts will, to settle lu’u...__}_
e Sman 2, WRSS OF TITLE. _I:Mx.;uju o any :m: of

T T satttsed Jand shaly xumz to this agree=

®ent and the tyue owner eannot be tmduced to join lhu Agressent, such Tract

shall be putomatically rcnréod 88 not committed hareto and there shall be
T -auch raadjustment of future costs snd benefits g5 may be requived on ucounz

S ———
..,_NLM of Sucl FItie 36-a-Tract ceases fo_be subject to this agree-
ment becsuse of the failure of title, Unit Operator, subject to Section 14,
¥ract Parcicipation, hercof, ghall recompute the Tract Participation of o'-c'h

-"“ﬂ(—mwmtm quli!hd for participstion and shall Teviss Ruhibit

. %" sccordingly. The vevised exhibit shall be effective as of the first day
" of the calendsr ;p__ngkt_nzg!g_lgh_nich_l!!_.l;u: of title {s finslly determined.
N 3R IO TR -. uorl:.jn.; l;‘:et-l—t 'uu.. the zights gnd ob}q.xtonu of
Workin: Intsrast Owners by Tesson ol the taflure of pitls shall be puverned by
the Uait Pperacing Asseoment. —3f titlc Lo a doyalty Intsrvst fatls, but tha
Tract to which it relaten rﬂ.-.iu qualiffod, tha parties vhose title fatlnd

oshall eot be entitled to share hereund-r with respect to such {ntarest. 3n the

- “23e
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aveat of a title dispute ot to any Royalty, ot tu hn:ut or othar in-

garpat subject harveto, payment or delivery on gccount thereof may br withheld

; without Jiability or fnterest nntu the dispute 4o finally ssttled; provided,

E' - that as to State or !edenl hnd or luu-. a0 payments ¢f funds dus the itate
i.:g . of Nov lnuu? or the United nnu of Americs shall bs withheld, but such funds
: -ﬂ shall be dJeposited as dtrcét:d by the Comissioner or the Supervisor (se the
.

cose may be), to be bheld as wiearned money pending final settlsrmant of th:
title dispute, snd then mu:c'd as earned or returned {n accordances with such
£inal settlencnt.

Unjt Dperator 88 such §» relieved Ssom any reppoasibility for any

defect or failure of sny title bersunder, '

SECTION 31, W Sxecution s hereir provided
by any party sither a8 l Uoruu 1nurnt Owner or as o Royalty Owner shall

st T rsligirdiingy g gyt aer-t et prampdier e r Loy SIS S i

"

T R T SRR

- ‘_\q:;{-Q“'

commit o1l {ntersets tl\u -y be owned or cortrolled by such puty w0t

specifically excluded by the terms of the joinder fnstrusant, puvtdcd satd

porsy #lso exccutes the Unit Operating Agremaent gs ovnsr of & Working lnoter~

e8t,

BECTION M. mom ER AND SUBSEQUENT JOINDER, I{ the oumer of any
substantipl tnterest $p & qualified Tract failc or vefusss to sudbscribe o

S i

e,

congent tn this agresment, t_iie owmer of the l.on.tlig Interest &n that Tract
wpy withdrew said Trect hn-:thu agresmant by written notice to the Bupere
visor, the Comissioner and the init Operato: ’uot to the spproval of this
outemment by the Supctvint sn-l the Co'nztl-llonlt. Joinder by any Moyal:y
Owner, 8t sny time, must be ur.upnhd by sppropriate joimder of the gor-
sesponding Morkine lnterest anur 4n nrder fnr the intereet of suci Royalry
Owner to be nurd‘d s cffo::tn!y :wit:cn S Joind:x to this agresment by
a Working Intersst Owner, ‘t-oﬁy time, must le cccoq.nhd by eppropriste
Joindsr to the Pnit Oporsting tatement $n order fov sueh taceresy to bs
regarded s sffectively e—itt-d to 9'.“ al vewment,
Apy o4l o1 ge» ‘nlljl‘l'l!.ln the Unjifsod Pormation ot comitted

hereto prieT to the ouo:un date of ghis aisesment may nn.rulur com=

miteed banu o upon ses oquw- vt:h),m.‘ppugﬂa -’n'vuun of thia Bection

and of gection 15 (Tracts Qulltud for !anlclpuqon) harsof, st any time

during & period of six months after the effective ¢nte of this asrem. :at

.',%: on the same basis of plutetéauon us providid in said Ss tion 13, by the
PO T wotmmm«f-utu‘ﬂbhu? Totifyi..i, or vonsenying in Wit to
“ - R e e— St .
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this sgresment and, £ the ts;tcnn e 8 Lorltuy Interest, by the swner
of euch fatersst eubscribing 8leo to the Unit Qpurating Agrsencur,
1t 45 undsrotood and agreed, however, that after such six months

the vight of .-bqut joh'ad_-r as provided fn this Section shall be subject

to duch nqulr-cut'o or mt;uh and on such baale as may be agresd upon

oy ﬁo:u.n'!-uun Owvners owaing tracts with Phass 11 Perticipation of at

Jeast stghry percent (801) :oqd ‘ppioval of gha Supervisor snd the Commissioner,
B provided that the Trast participation of sach previeusly :qulﬂled Trace sholl

t-un tn ghe same votieo one to the ather. Such Joinder by & proposed Mork-

EL hurut Ownst must bc ov“ouml by his execution er rattficeticn of this

agresment ”d the Unit qwnun Asveement. Such joindsr by 8 Royalty Uwner

must be evid d by his exegution or ratificetion of this sgreement snd must
be consented to {n writing b! the Working latersst Owner ‘tulponliblt for the
paymsnt of uy'bcuﬂu thaffuy acctue hereundsT io behslf of such Royalty
Ovner, o A

Except 88 may be a.:'hennu hsrein provided, subsequent joinder to
this agresment ahnu be effecrive the fivret day of zha month folloving the
filtng wich thn Covu!.utout -M ;he tuporvuor of duly erscuted countat-

——

poves of gny .nd sll du-auu nctlut, to establish sffcctive commitment of

sny Trect o7 fotsreat so ‘this szremment, wunless ebjection to such joinder by
she Commissionst or the Supstvisor s duly msde within sixty (60) days efter
such Filing; provided, homv-u. that as to Stete lends such subsequent jJoinder
®ust be gppreved by tb_c__(:a-huumr. .-

It 45 expressly u:,rnd by the partiss hereto that the provisions
of this Sectioa 34 gre made :_ong_lyja_c; to she provisions of Section 13 herein-

DY
abovs 2et forth and nothing contained herein shall be soutpod in centro-

vantion ot deregecion ;hcreat. - e T

C——— _SIC‘IIU M—Wﬂ-onwmuad “in any

sumbey of counterparsa, no cno of vhich areds to he executed by sll parties

and may be ratificd or eoaunud to by separate tutn-nt in vriting

epecifically nlerrtn; berun. ond shall be binding wpon dl thoss parties

TT—whe -hava gu:una such a emm(ltp.tt. ratification or consgnt hereto with

———

T TR Wmmtorce and effect o5 4f a_n parties had siincd the same doctument,

ond unrﬂn.n of vhethrr ot. Aot 1t 46 exccuted |y all other partice ovnlnp-»- -

or clatning an interest ¢n the land within the gbuve described Unit Arse.
———— . e = o

- e

»e
-,
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SECTION 36. QAXES. The Worklin: Interest ovners shal) vender

" ond pay ©F couse to be Tendefsd and paid_fur theis wocount end the pecount -

of the Royslty Dwners all vilid taxes on or -nuud by the ancunt oF walue of
the Dattised tuutuen ’todocld, u:h-ud nud sold lru the land subject
to this agresment. m Uotklu !uurut o:nun tn sach Trect msy charge the
proper 'nporttn of 'uu ;:_ua to the Boyalty Owners having isterssts in
osid tn'ct.,n‘ »ay urnutl-'y vetain snd daduct sufficient of the Unitised
Substances or hrlniln '.n;;cu’. of met procssde ¢ heut:v!, from the sllocated
share of sach lnnlty Owner u secure reisburssmeat for ihe taxes so pafd,
Bo texss ghall be chnod 10 the Uatted Statcs oF the Stite of Bev Maxico
-oF ts aay lessor th has o wntru.t ut:h Mis lesses o pay such tixes,

In ord-t to nou-tuh failures which might {ncidentslly csuss

the gitle to o \bthtu x-utut oT Joyslity luuuu to fs1], the ewners

~of (1) tho sarface vights tg ssch committed Tract, (2) ssvered mimeral or

. Joyslty Interest fa uu Tracts sad €3) tupruvemsnts locsted {n seid Trects

®ot utilisad ut; lhu._-nutston shall tadividually be vesponsible for the
vendition and sssessment, (c-gi ad yalores tax purposss, of sll such property,
and for the payment of such 3axes, excopt as otherwise provided in iny
contract ot sgreement betwepn such guners and 3 Working Intersst Owmer or
Owners. 3¢ sny ed ulcnu uul sre mot ”ﬂ)!_ uch,mct rnponctblo

T ghervefor when dumurtflu nle, pay

the sama, Tedesn such proparty snd discharge such tax liens as may srise
through mon-paynent, In ;hi ovent Unit Operator makes any such payment

or vedesms any such pronni from tax.ssle, Unit Opeyator shal) be reias- '

—

—

bursed Eherefor by the Morkfng Interest Ownerp i proportion to their
wespoctive Unit Participations then fn sffect, and Unit Opsrator shall

withhold from say proceeds derfved from the sale of Unitized Bubstgnces

ethervise due to satd ’d'cuqqucnt taxpayer of twiyc_l'_q_m amount sulfi-

cient to defrgy the costs of such payment or redemption, sush withho'ding

.30 be “urtbuud -om: the uo:ung 1ntercet Owners in ptopnruon to their

vespective coutrtbutlom cwurd such pay-cnt or rrdmpunn. Such with-
Solding shall be without 'l’ojudltc to any ot wer Temcdy, either st law ur
ta equity, vhich qy#_gvnim for exsrcise by tho Untt Opout‘or or
by the Vorking 1ntetest Owners.

-28-
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SECTION 37, W Metthar the Unit Qperator

Bor the Het_“ns Intsrest umn. wor any of thes, otull be pubject to any

torl-mm. tcmtutun ot uptruton of any vights huudcr or wnder any

B lcuu ot eutncu lubjcct Jereto, ﬂ’ to any nnlty o 4abiliey en

sccount .nl uhy ot uuun .u vhole er in part to uqaly with say eppli-
eable ’tovuun cbcmt co th- uuut that the ¢std Unit Operater or the

Working lluuu mnrl. ot w of then, are hlndurd. “lcnd or pre-
wenged f’- “!’bllz ﬂunvﬁth by vesson o! gatlure of the Ih!t Operator

to obn!u. tn thc exercise of dw_c’m_,ih—“*umn propes

Topresentatives of the Uutud States and proper tqprnuuuna of the

State of Nev Mexico $n and l'bout any metters or zuu- coneeraing whict

4t $5 Fequirsd hersin thet such coocurrence be obtainad, The parties

' Wmnd unc tl\u 311 powers sad suthority '

—

T ——uhicn by any provisions © THIs Agresment “ure weptad -in ‘the Cownisaion

shall ba exarctasd by §t pursuant to the provisions of the lavs of the

State of Nev Moxico uul oub,!oc: in any case to appsal or judicial reviev

T a0 may wev-or_bareafier bs provided by the lave-of-the Btate of Nev Mexico.

SECTION 38. QO FPARTNERSHIP. The dutiss, sbligations end
Itabiisties of the parties @on» Ao fpteaded to be several and pot joist
oF collsctiva. This spresment §s wot fntendsd §o creste, and shall mot
be conptrued to crsage, an ;nocutton ©F trust, or o {mpose o p-ll’luﬂ’-
ohip duty, obuuttdn—&'-‘uaulity with gegard to sny one or more of the
parties hereto., Lach party -heareto shall be fndividuslly responsible for its
own obligstions as herein 'foﬂdnd.

SICTION 39. O BHARING QF MARKFI. This agresment s mot in-
tanded to provide, snd shall mot be construed to provide, directly or
$ndirectly for any cooperative nltntn;. joint ssle, ©F marketing of
Unttised Substances.

SECTION 40, JORDFR AGREEMFNTS. Unit Opuruor,. vith concur-
sence of Morking Linterest Owners having & combimed Phase II Unit l;rtt:(-
potion of aisty five percent (65%) or soTe, mby, sudbject to spproval of the
Supcevisor, snier 4nto a bordsr-protsction agresment or agresmsnts with the
Nerking Interest Owmers of 1gads pot sudject hareto, whea said agresments

provide for operations designed to {ncreass ultismate yecovery, censerve

.29
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.nc [ h oxecuted and ave :8st dppoaite thuir rnpu:ln aanes the

n J1% ML: JBJ
Matsrs] resources, and puuct the plulel [ u:htcrnu
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The forsgoilng instrument was ‘aekpoviedged before this 5 dey of
__f%.'"_"xw M«—L Vics Prestdent for
8XX DIL COMPANY, ob behalf said company.

Notary Public
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:
CASE NO. 5086
Order No. R-4660

APPLICATION OF SKELLY OIL COMPANY
FOR APPROVAL OF THE MYERS LANGLIE-
MATTIX UNIT AGREEMENT, LEA COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
October 31, 1973, at Santa Fe, New Mexlco, before Examlner
Richard L. Stamets. . -

NOW, on this 16th day of November, 1973, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examlner, and being
fully advised in the premlses, - . : _

FINDS.

(1) That due publlc notice hav;ng been glven as required
by law, the Commission has jurisdiction of this cause and the
subject matter thereof. _

(2) That the applicant, Skelly 0il Company, seeks approval
of the Myers Langlie-Mattix Unit Agreement covering 9923.68
acres, more or less, of State, Federal and Fee lands described
as follows: . :

LEA COUNTY, NEW MEXICO

TOWNSHIP 23 SOUTH. RANGE 36 EAST, NMPM

Section 25: N72 NE?Z SE7Z NE7Z. 372 sw/4,
sw/4 SW/4, and SE/4

Section 36: N/2, SE/4, and E/2 SW/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST NMPM
Section 28: SW NW an SW

Sections 29 through 33:

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM
Section I: NE/4 NE/4 ‘
Section 12: s/2 N/2, N/2 S/2, and SE/4 SE/4
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TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM

Section 2: W/2 NE/4 and wW/2

Section 3: NE/4, E/2 SE/4, and W/2 SW/4

Sections 4 and 5: All

Section 6: E/2, E/2 W/2, and NW/4 NwW/4

Section 7: All

Section 8: N/2, N/2 8/2, and SW/4 Sw/4

Section 9: N/2 and N/2 SW/4 :

Section 10: NwW/4, W/2 NE/4, SE/4 NE/4 E/2 SW/4,
and W/2 SE/4 ‘

Section 11: 8W/4 NW/4

(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area. —_— e

IT IS THEREFORE ORDERED:

(1) That the Myers Langlie-Mattix Unit Agreement is hereby
approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
rellnguishlng, in any manner, any right, duty, or obligation
which is now, or may hereafter be, vested in the Commission to
supervise and control operations for the exploration and develop-
ment of any lands committed to the unit and production of oil or
gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agree-
ment within 30 days after the effective date thereof; that in
the event of subsequent joinder by any party or expansion or
contraction of the unit area, the unit operator shall file with
the Commission within 30 days thereafter counterparts of the unit
agreement reflecting the subscription of those interests having
joined or ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for
the State of New Mexico and the Director of the United States
Geological Survey; that this order shall terminate ipso facto
upon the termination of said unit agreement; and that the last
unit operator shall notify the Commission immediately in writing
of such termination. _

- (5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.
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1

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

.  STATE OF NEW MEXICO
-~ OIL CONSERVATION COMMISSION

LY

I/ R. TRUJILLO, Chairman .

AL : J. ARMIJO, Member

e\ 545{ / .

Tt A. L. PORTER, Jr., M er & Secretary

SEAL

dr/




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 6987
Order No. R-6447

APPLICATION OF GETTY OIL COMPANY
FOR STATUTORY UNITIZATION, LEA
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on August 5, 1980,
at Santa Fe, New Mexico, before the 0il Conservation Commission
of New Mexico, hereinafter referred to as the "Commission."

NOW, on this__27th day of August, 1980, the Commission,
a quorum being present, having considered the testimony and the
record and being otherwise fully advised in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) That the applicant, Getty 0il Company, seeks the
statutory unitization, pursuant to the "Statutory Unitization
Act," Sections 70-7-1 through 70-7-21, NMSA 1978, of 9,360
acres, more or less, being a portion of the Langlie Mattix Pool,
" Lea County, New Mexico, said portion being known as the Myers
Langlie-Mattix Unit Area and applicant further seeks approval
of the Unit Agreement as revised and the Unit Operating Agree-
~ ment as revised.

(3) That the Myers Langlie-Mattix Unit Agreement was
approved by the 0il Conservation Commission by Order No. R-4680
entered in Case No. 5087 on October 31, 1973.

(4) That the Myers Langlie-Mattix Unit became effective
on February 1, 1974, and has been operated by Getty 0il Company
and its predecessor in interest, Skelly 0il Company, since that
date.

TEXHBIT .
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(5) That the applicant seeks statutory unitization of
this voluntary unit to enable it to institute more effective
and efficient operating practices thereby extending the eco-
nomic life of the unit.

(6) That the unit area should be designated the Myers
Langlie-Mattix Unit Area and the horizontal limits of said unit
area should be comprised of the following described lands:

TOWNSHIP 23 SOUTH, RANGE 36 EAST, NMPM

Section 25: N/2 NE/4, SE/4 NE/4 E/2
SW/4, SW/4 SW/4, and SE/4

Section 36: N/2, SE/4, and E/2 SVW/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM

Section 28: SW/4

Section 29: W/2, W/2 E/2, and E/2 SE/4

Section 30: N/2, SW/4, N/2 SE/4, and
SW/4 SE/4

Sections 31 through 33: All

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM

Section 1: NE/4 NE/4

Section 12: S/2 N/2, N/2 S/2, and SE/4
SE/4

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM
Section 2: W/2 NE/4 and W/2
Section 3: NE/4, E/2 SE/4, and W/2
SW/4
Sections 4 and 5: All
Section 6: €/2, E/2 W/2, and NW/4
NW/4
Section 7: N/2, SE/4, and S/2 SW/4
- Section 8: N/2, N/2 S/2, and SW/4
SW/4
Section 9: NW/4, N/2 SW/4, N/2 NE/4,
.and SE/4 NE/&4
Section 10: NW/4, W/2 NE/&4, SE/4 NE/4,
E/2 SW/4, and W/2 SE/&

Section 11: SW/4 NW/4

(7) That the vertical limits of said Myers Langlie-Mattix
Unit Area should comprise that interval which extends from a
point 100 feet above the base of the Seven Rivers formation to’
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the base of the Queen formation; said interval having been
heretofore found to occur in the Texas Pacific 0il Company's
Blinebry "B" Well No. 3 located 330 feet from the North line
and 2310 feet from the West line of Section 34, Township 23
South, Range 37 East, NMPM, Lea County, New Mexico, at an indi-
cated depth interval of 3168 feet to 3570 feet, as recorded on
the Schlumberger Electrical Log Run No. 1 taken December 26,
1952, said log being measured from a derrick floor elevation

of 3300 feet above sea level.

(8) That the portion of the Langlie Mattix Pool proposed
to be included in the aforesaid Myers Langlie-Mattix Unit Area
has been reasonably defined by development.

(9) That the applicant proposes to continue water flooding
for the secondary recovery of o0il, gas, gaseous substances,
sulfur contained in gas, condensate, distillate-and all associated
and constituent liquid or liquifiable hydrocarbons within and to
be produced from the propesed unit area.

(10) That the continuation of secondary recovery operations
as a result of statutory unitization should result in the addi-
tional recovery of approximately 500,000 barrels of oil.

(11) That the unitized management, operation and further
development of the Myers Langlie-Mattix Unit Area, as proposed,
is reasonably necessary to effectively carry on secondary re-
covery operations and will substantially increase the ultimate
recovery of o0il from the unitized portion of the pool.

(12) That the proposed unitized method of operation as
applied to the Myers Langlie-Mattix Unit Area is feasible and
will result with reasonable probability in the increased re-
covery of substantially more oil from the unitized portion of
the pool than would otherwise be recovered without unitization.

(13) That the estimated additional investment costs which
result from statutory unitization are $1.6 million from which
can be deducted $600,000, which will be saved by not having to
maintain separate production facilities on certain tracts within
the unit area for a net additional investment of $1 million.

(14) That the additional recevery to be derived from the
extended secondary recovery operations resulting from statutory
unitization will have a gross value to the unit of $18.24
million.
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(15) That the estimated additional costs of the proposed
operations (as described in Finding No. (13) above) will not .
exceed the estimated value of the additional o0il (as described
in Finding No. (14) above) plus a reasonable profit.

(16) That the applicant, the designated Unit Operator
pursuant to the Unit Agreement and the Unit Operation Agreement,
has made a good faith effort to secure voluntary unitization
within the Myers Langlie-Mattix Unit Area.

(17) That the participation formula contained in the Unit
Agreement allocates the produced and saved unitized substances
to the separately owned tracts in the unit area on a fair,
reasonable, and equitable basis.

(18) That statutory unitization and the adoption of the
proposed unitized method of operation will benefit the working
interest owners and royalty owners of the oil and gas rights
within the Myers Langlie-Mattix Unit Area.

(19) That the granting of the application in this case will
have no adverse effect upon other portions of the Langlie
Mattix Pool.

(20) That applicant's Exhibits Nos. 9 and 11 as revised by
Exhibits 10 and 12 in this case, being the Unit Agreement and
the Unit Operating Agreement, respectively, should be incorporated
by reference into this order.

(21) That the Myers Langlie-Mattix Unit Agreement and the
Myers Langlie-Mattix Unit Operating Agreement provide for uniti-
zation and unit operation of the Myers Langlie-Mattix Unit Area
upon terms and conditions that are fair, reasonable, and equit-
able, and which include:

(a) an allocation to the separately owned tracts in
the unit area of all oil and gas that is produced from the
unit area and which is saved, being the production that is
not used in the conduct of unit operations or not unavoid-
ably lost;

(b) a provision for the credits and charges to be
made in the adjustment among the owners in the unit area
for their respective investments in wells, tanks, pumps,
machinery, materials, and equipment contributed to the
unit operations;
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(c) a provision governing how the costs of unit
operations including capital investments shall be deter-
mined and charged to the separately owned tracts and how
said costs shall be paid including a provision providing
when, how, and by whom the unit production allocated to
an owner who does not pay his share of the costs of unit
operations shall be charged to such owner, or the interest
of .such owner, and how his interest may be sold and the
proceeds applied to the payment of his costs;

(d) a provision for carrying any working interest
owner on a limited, carried, or net-profits basis, payable
out of production, upon such terms and conditions which
are just and reasonable, and which allow an appropriate
charge for interest for such service payable out of pro-
duction, upon such terms and conditions determined by the
Commission to be just and reasenable, and allowing an
appropriate.charge for interest for such séervice payable
out of such owner's share of production, providing that
any nonconsenting working interest owner being so carried
shall be deemed to have relinquished to the Unit Operator
all of his operating rights and working interests in and
to the unit until his share of the costs, service charge,
and interest are repaid to the Unit Operator;

(e) a provision designating the Unit Operator and
providing for the supervision and conduct of the unit
operations, including the selectien, removal or substitu-
tion of an operator from among the working interest owners
to conduct the unit operations;

(f) a provision for voting procedure for the decision
of matters to be decided by the working interest owners
in respect to which each working interest owner shall have
a voting interest equal to his unit participation; and

(g) the time when the unit operation shall commence
and the manner in which, and the circumstances under which,
the operations shall terminate and for the settlement of
accounts upon such termination.

(22) That applicant seeks establishment of an administrative
procedure whereby the conversion of additional wells to injection
may be approved without further notice or hearing.

(23) That the statutory unitization of the Myers lLanglie-
Mattix Unit Area is in conformity with the above findings, and
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will prevent waste and protect the correlative rights of all
owners of interest within the proposed unit area, and should
be approved. )

IT 1S THEREFORE ORDERED:

(1) That the Myers Langlie-Mattix Unit Area, comprising
9,360 acres, more or less, in the Langlie Mattix Poocl, Lea
County, New Mexico, is hereby approved for statutory unitization
pursuant to the Statutory Unitization Act, Sections 70-7-1
through 70-7-21 NMSA 1978.

(2) That the lands included within the Myers Langlie-
Mattix Unit Area shall be comprised of:

TJOWNSHIP 23 SQUTH, RANGE 36 EAST, NMPM

Section 25: N/2 NE/4, SE/4 NE/4, E/2
SW/4, SW/4 SW/4, and SE/4 -

Section 36: N/2, SE/4, and E/2 SW/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM

Section 28: SW/4

Section 29: /2, W/2 E/2, and E/2 SE/4

Section 30: N/2, SW/4, N/2 SE/4, and
SW/4 SE/4

Sections 31 through 33: All

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM

Section 1: NE/4 NE/G

"Section 12: S/2 N/2, N/2 §/2, and
SE/4 SE/4

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM
Section 2: W/2 NE/& and W/2
. Section 3: NE/4, E/2 SE/4, and W/2 SW/4

Sections 4 and 5: All

Section 6: E/2, E/2 W/2, and NW/4 NW/4

Section 7: N/2, SE/4, and S/2 SW/4

Section 8: N/2, N/2 S/2, and SW/4 SW/4

Section 9: NW/4, N/2 SW/4, N/2 NE/4,
and SE/4 NE/4

Section 10: NW/4, W/2 NE/4, SE/4 NE/4,
E/2 SW/4, and W/2 SE/4

Section 11: SW/4 NW/4
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(3) That the vertical limits of said Myers Langlie-Mattix
Unit Area should comprise that interval which extends from a
point 100 feet above the base of the Seven Rivers formation to
the base of the Queen formation; said interval having been
heretofore found to occur in the Texas Pacific 0il Company's
Blinebry "B" Well No. 3 located 330 feet from the North line
and 2310 feet from the West line of Section 34, Township 23
South, Range 37 East, NMPM, Lea County, New Mexico, at an indi-
cated depth interval of 3168 feet to 3570 feet, as recorded on
the Schlumberger Electrical Log Run No. 1 taken December 26,
1952, said log being measured from a derrick floor elevation
of 3300 feet above sea level.

(4) That the applicant shall waterflood for the secondary
recovery of oil, gas, gaseous substances, sulfur contained in
gas, condensate, distillate, and all associated and constituent
liquid or liquified hydrocarbons within and produced from the
unit area. ‘ . '

(5) That the Myers Langlie-Mattix Unit Agreement as revised
and the Myers lLanglie-Mattix Unit Operating Agreement as revised
are approved and adopted and incorporated by reference into this
order.

(6) That when, pursuant to the terms of Sections 70-7-9
NMSA 1978, the persons owning the required percentage of interest
in the unit area have approved ar ratified the Unit Agreement
and the Unit Operating Agreement, the interests of all persons
within the unit area are unitized whether or not such persons
have approved the Unit Agreement or the Unit Operating Agreement
in writing.

(7) That the applicant as Unit Operator shall notify in
writing the Division Director of any removal or substitution
of said Unit Operator by any other working interest owner within
the unit area.

(8) That the applicant is authorized to convert additional
wells to injection in accordance with the provisions of Division
Rule 701 E 4.

(9) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
0IL CONSERVATION COMMISSION

ALEX J. ARMIJO, Member

SEAL

fd/



INTEREST OWNERS
MYERS LANGLIE-MATTIX UNIT

Amerada Hess Corporation
P.O. Box 2040
Tulsa, OK 74102-2040

Arlene S. Anthony
721 Chatham Road
Glenview, IL 60025

George R. Bentley
P.O. Box 37
Pineville, KY 40977-0037

James C. Brown
P.O. Box 10621
Midland, TX 79702-0621

James E. Burr
P. O. Box 50233
Midland, Texas 7910-0233

Ellen Harris Clay Trust

c/o Texas American Bank Fort Worth
P.O. Box 2605

Fort Worth, TX 76113-2605

Jennifer Ann Clay
4135 Glenwick, #25
Dallas, TX 75205

Joan Clay

c/o Grant Thornton
P.O. Box 19585
Irvine, CA 92713-9585

Clay Trusts 618-123
Ameritrust Texas N.A.

P.O. Box 901004

Fort Worth, TX 76101-1004

John W. Clay, il
4005 Pin Oak Terrace, #304 EXHIBIT
Euless, TX 76040

A




Rufus "Pete" Clay, Jr. Trust
P.O. Box 50688
Amarillo, TX 79159-0688

Susan Marie Clay
2737 Colonial Parkway
Fort Worth, TX 76109

Adele Combs Clough
6926 Midbury Drive
Dallas, TX 75230

Michael Clough
7717 Meadowhaven Dr.
Dallas, TX 75240

Margaret Couch Trust
P.O. Box 50688
Amarillo, TX 79159-0688

Cross Timbers Production Co.
810 Houston St., Ste 2000
Fort Worth, TX 76102

James A. Davidson
P. O. Box 494
Midland, Texas 79702-0494

El Paso Natural Gas Company
P.O. Box 1492
El Paso, TX 79978-1492

Jack Fletcher
P. O. Box 10887
Midland, Texas 79702-0887

Geodyne Resources, Inc.

NW-8045

P.O. Box 8045

Minneapolis, MN 55485-8045

Attention: R. L. Clemens, Vice President

HCW Income Properties
The Historic Church

Grn Bld, 101 Summer Street
Boston, MA 21100



Headington Qil Company

7557 Rambler Road, #1150

Dallas, TX 74231

Attention: Brooks Purnell, Vice President

Edythe B. Prikryl
5708 Melstone
Arlington, TX 76016

Lamar Hunt

2400 Thanksgiving Tower
1601 Elm Street

Dallas, TX 75201

N. B. Hunt

2400 Thanksgiving Tower
1601 Elm Street

Dallas, TX 75201

W. H. Hunt

2400 Thanksgiving Tower
1601 EIm Street

Dallas, TX 75201

Kerr-McGee Corporation
P.O. Box 730330
Dallas, TX 75373-0330

Weslynn McCallister
P.O. Box 88
Nokomis, FL 34274

Lortscher Family Trust
Marilyn A. Tarlton, Trustee
561 Orange Avenue

Los Altos, CA 94022

Maralo, Inc.

P.O. Box 832

Midland, TX 79702-0832

Attention: R. A. Lowery, Production Manager

Myers Partners, Inc.
214 W. Texas, Ste. 1200
Midland, TX 79701



Larry A. Nermyr
HC-57 Box 4106
Sidney, MT 59270

Evelyn Clay O’Hara Trust
c/o Juanita Jackson
3774 West Sixth Street
Fort Worth, TX 76107

OXY USA, Inc.
P.O. Box 300
Tulsa, OK 74102

PC Ltd.
P.O. Box 911
Breckenridge, TX 76024-0911

Robert C. Scott
2400 N.E. 26th Avenue
Fort Lauderdale, FL 33305

Sirgo Brothers, Inc.
P.O. Box 3531
Midland, TX 79702-3531

L. Summers QOil Co.

P.O. Box 776

Hobbs, NM 88240-0776
Attention: Louise Summers

Ruth Sutton
2826 Moss
Midland, Texas 79702

Texaco E & P, Inc.
P.O. Box 3109
Midland, TX 79702-3109



Sirgo Operating, Inc.

_ P. O. Box 3531, Midland, Texas 79702 (915) 685-0878
Octobe; 4, 1990 ’ " i

Mr. Doyle Hartman
Midland, Texas

Re: Offer to Purchase W.I. in
- Myers Langlie-Mattix Unit
Lea County, New Mexico -
Via A Like Kind Exchange
Transaction

Mr. Hartman,

Reference is made to my letter to you dated June 27, 1990
proposing a like kind exchange offer for your interests in the
Myers Langlie-Mattix Unit. At that time, I proposed a transaction
whereby we would have escrowed the purchase of your interests in
the unit, and then identify a property within the following six
months to acquire an interest in a property of your choice. This
proposal was the result of our previous discussion with you where-
by you indicated you were not interested in a cash sale, but a
property exchange. We then began to identify tracts we thought
were acceptable to you and pursued negotiations to purchase these
interests.

When I had reached a point in those negotiations where I felt the
opportunity for us to purchase these tracts was eminent, I sent

you the June 27 proposal. You indicated at that time you would
rather have confirmation of the exchange interests, than have it

open ended. We have since received written confirmation from ARCO
concerning three tracts that we can purchase. (See attached letter]).

I submitted these to your people last week for review and
evaluation. Needless to say, I cannot keep ARCO hanging and if
you are no longer interested in this kind of trade, I need to make
other arrangements with these interests, as I do not intend to not
perform with ARCO.

As to the Myers Unit, we have now purchased 60+% of the Unit and
Texaco has agreed to relinquish operations to us. I would propose
to trade you the ARCO tracts for $800,000 plus your interests in
the Myers.

If at all possible, could you let me know by Monday, October 8,
1990 if you are interested in this transaction.

Singerely, D
- ' 0
M. A, Sirgo, III

MAS/
Attagﬁment ' 8 1990




A Y WO~ PD= Oty 2y )

[g¥] « [soX- 0% o dO S S R VATO VAR o LN
0O bid z % e ® ¥ N & W ® ® s =
T NAPERIVANE NS4 [ZB VRO RN P ¥

M~ T T o i

f
(@] o O~ o= LNV (O

PO P OO T S ity 0
il P LI el R and I - f -
~J ) i i P
L (oY}
(oot
[45)
a.
[¢V]
x
SoOunTnOoGoo. (2
ST TN NONOM O IO O LT
OO = I -MINOUNT 1
NWNON-NOQOMCONO Mo
SN NI - OO0 2T
OO e NO 1N D
OO S
ol OOOOOUWOOOU  iNa
laal [&) ® = % 5 5 5 & 0 & 8 .
= ut -
% o [N
‘ < =z
> W o+ OO0 0
|f i T MMM MMM M
Z 0O [ e ® s 5 8 5 8 B % ¥ ..
w0 @RS JURC SR IX SN SN SN B S SRS |
¥ N W ol ol el aaTaaTaataa A Tag 1ok BENR LA 1 g
wxr0o OO OO0 000 00
[l | o L N N U N L O N LSRN
L VO R o [N S N S N N Y AT AT Y A
- [ S N O O R O T AT S A
Vi 4 oe [ENTENTENFRVEOVI oV oV I AN E AL RV R A R
VO N w)
LI ol § §
i - & i 114
o N ¥ S 64 ] -
o X0 x
[G X7 Dun § o (&)
UEOU i
< Wi O @)
o (@)
—an << <
= w p
2 [ ad m
a w
< D -
) (¢ 4 -
e B [ R |
@x o v Z O
Wip— =L (@] [ -
[ ond o 2 <
N> < - 2
H_IM T P |
A - a2 R 2 B IR -
O [andi ¢ 4 oo ) —
<« (] OQus %9 D Q
V- >0 OX X O ep=

U LVCZ V> OV
EZ 4+ QW)

P < >
ZUVO0oZVNAk- HuW OO
> > Jr Oy LI
] - QU R FUVR L, B S RS S
Lo MXe> May ) > >
L MO OO O i
B AEWOA @D -

XYY YTYYTOY A

..,..4208279565,01
BREG0 O iV DN 0
BNV ON=0y=r )y



REPORT NO Q1621
41

UNIT

[ gad ae Ta V]
ZkO
w—o
<N
ul ¥ 00
Land I ¢ Y
<u) O
[k o BN od
(7o 200 )

WO N
—ZZo
Z<C W
ODA-O
ZO 2=
. <OuwDW
HJOxO>
O LCWOO
- >0z
<

NO OHEAD

OHEAD

L)

Nellalal gl el Vo Role N ot aVls o TaVEN Jo R e To NarT gt
O O0ON =M OINM OO0 P~ NON MO0 O
L L ] .- 2 8 8 e o @ * 8 "= o ¢ & a
IO O NN O NI OO
M~ NS00 MNNOONoO N NO MO MM
N MOt NS = (O 00000
\ N NN N AN NN WS LY NN ~
N MONOO™ Wy~ ~30M v
o M N N

246,427 .10

CQOCOoOODCOOUOOONOOMON O
OODA0OOQOOOOOTOOOCO O

- 4
~
Q
- [ [4 4 >
- - ol w o
= D=3 | ol us
o] aZz- o P >
WH- Owv == (o) 24
> b o @4 [ w o w uJ
[ WED a NE W w x
ol w d << o v o —
=N Z20Uoaa. [« A NENEE ¢ O
<t O ZJwa 0o T o §
E ZNmuuln no o = [%2]
C )z <Ww o O oo )
wO VIV ) D un wwr
IO ZCD VY Wl o XIS OX -
Je— =a o [T YSIVER B LBWI—HL O
WO W 1O JL-L > LXVIL |-
Z) LXKV Z Eo-Z © Xk
CO' il OMIDOOHVNEXWZWOD -~ >
SO WMXIIHEOD < JUMUWUNHD> | Q< -
- OOOLOUVHD MIZOLZDIX0O n
L N ODHLCIT U Ok=td 2 wwod
o - ML <D= VAVNI-O A U=~ 0
W W X< Zd | | O2WZD < ©
o= T WOLLLLCVND T DUV~ (&
E o v JdJdne DO A

oIR8

| UL VEDVHHACE NIV
OV WU _ JZ - (Eq O -
A _JCZMOWA ZZW IOV LY,
QHI>HUXOIDIO T WY ALK T IU
OQasLvVvaTxTWAL AUW
N

—
MO
L L
~t 300
&0
R olavle)
LAY

L ol

(oY et lew]
[olale]

- o
1=
“C}- 0.
0O
=z

wD

[ S |
D
w=as
Z =it
< =z
o S A1V
DWW
v 0.

o« )

[TV ES, R |
> M=
Ewch-
VOO
| e 4 o]
o0 >

heled iV}
Olu
D < <
0o
L ¥
C.az
QWwo
xO

ul
(IS
<

(@]
«Q

(B IVATS NI S0 N e ol GFES 100 L ol ol VATEDFENEVA Y AR A STUP TAR R ol ol OAY ERTEATR SN IEN JLa ) oS8 SR TG Y ¢ NEFO TVAN
O - OO0 N OO OO NN O O T PO~ Q0T T OSSP e v LN T O P

<« ®« ® 8 w ¢ & 8 9§ ® % & g & B B 3 2 s S v ¥ ¥ P O AP S g e s VT &

O PO INVT T DT O T~ O =0 OO0 T TN O =N P T
(ATl ol LA RS H oV N~ O OONNNIO = NN M O~TONI N e -
o~ o O NN NN OO0 M O Ov=-NIMN Iy
AN ~ AN LN LSRN NN NN NN NN ~
TN «— Lol AV 0 PAIN-PY )Y = 0Or=~t n
O — 0 Fal
! .

o
(&) 1

SLOCOINCO0 OO OOOONOQOCOVOCOOOOOO0VNOADITO

MICONON TN NP NN NP I~ P N O S ININ MO OIS O MO N0 C O
YNNI O MO 0N 0 -ONNOHOMONSTNNO MM NN OND o et M YN ST
TN ON O v v N0 = O = COHT O DO VO P v= MO M CO NN O N -0 S N0
ZZ 0= OO QO INTINT COHI O — O OO OO OINCHN MM N ON 20N 0N~ N MO
TNOC~ QOO OGO Cir - M-NONe NN NN O - NVOD
OO OODDNOOCOIOIDIOO0VODO N OOV OCO
| OCOOGOOQOCHOCOC-AQOOOOAQCQOQODOOLOOMNOOLOCND

() m ¢ » & & 3 w m 8 8 ¥ a & A & 2 5 4 RS 6% 3 BB S e e a8 e e "8

(]

e
-
T T A T T T T T T 1 T T T T Y T T T T O Y T T U T Y YT T T T T e T v O
[enTo Yo 06N 0 X0 N0 N e Yo Yo X0 X070 N0 X0 N0 N0 Ao N0 N0 NE 000 Na N0 Yo No N oo Yo Mo Yo Vo ¥e No Y
A aand - . & - L »® *® @ ®w» Wm @ = = L] . - L) LI ] . . LI 2 ] L] - L ] L ] - e L] L] - . L]
fININIAINININ NN VNN DTANIN DD NN NN NN N NI N AN
[E¥a 0 N ¢ Ve Ne Xe Yo o N0 X0 N0 X6 N0 10,010 N0,X0 N0 NET0 N0 X0 N0 oM e X0 Yo N0 X0 ,No R0 N0 N9 No N
TTOIONOIAI OINIC O OONANS OO OSAIOUON OOS ONI OIONIA T OVOS I O OI ra 0Jd
L I N S S N e N N N N N e N e N e O N N O O O
o0 SO 00 Y300 00 O &) 00 OO o) 83 X GO a0 6 63 (D 0G &) 6 00 &) 60 00 & 00 ) 00 U0 I OGO QD
RTEE SN EN S L6 N S SN RC RS 20 e ShN g s (BN sN (BN gUN (N GBS (L0 ibS G g of N of K oG oG BN (B BN B 1
OOV O (IO O NI AU OIS O Y O O O OV DI NN O N DN A NI N O Y

O
— (W] =
w) Y]
"w o = . v) -
- e (@] (@] ol 7]
I~ - O . =z Z - >
e OOV - OJdn n
[7e} o 0 T - D o
w N - L7 B 27, To Foc B 5 375 ] ol .
od T Doa b JJw el W el (8]
n. Ve = > 7 OV <« o< ~ o Pl
P> o <C P> 0 Wiy (@27 54 « 1S
Q27w Jd D 1O a..Jdoua w A _ IV NI
VOJd VO yHUOU I T <O Zo [+ i | T Y2 [y Y7,
w L2 O QUIPUNXE DX ZHHE O JdEZxwo —zce
ENFIZTNZ >-2 2DOxDOQA<CED Qe L0 2 ¢ Oujuj
ANZIUODHZ INWNOOWE-N Z X QU e QLT
WO =) J O DWW -2 Wo wadz VX
x >, >nNUVWKFW FTZXEQO «»Z WEAaZ L I oD
o X DD O b+t OLC MDY WHAa O [SY. 47,]

WL _JE =2 T _ jUFFEQUUILYW ILZIOVUDI <€ o

W3 wa: Iz Zuw DIOEITOoOnNZuno- ul
IZIZONZT WVZWL N> U LELET ] >N 11X >D—XOwv
OXWERIWZ Z>ZDC ITVVA0 ok« QAW ) WO
| W JOT _ JZCCTunuwuaedD O > > UV >uw> mxdD
OFE@xulL NHUO JOIDDo-txX_tuuowa WRIOLUIZ>}XLWO O
QLI DU H UV LEZTOWIOILIOAOTIYIAZIX I IF ZwWooxw.d

utr a;
2 otung

K
111111111111111J111111111]’11111111
t

= ON = NI N0 M T THA N NO NN OV Y UG O 0 U - Oy
Ne— 3 M MNININNO 0 =1~ 00 OO~ NIOQ QOO0 O M CINND-— N
OO PP e e N OO D O P OO O M- 00—t N
MR — QN0 OO0 O NN AN TOMFWWHACT NN Y <D I

(N TSRS
(o3 @ e

3

63,39
248,295

-
~Z

MY~
MO

M
O
N

o
OO

L -
Ualval
o Yo
[aNTaV]

EXHIBIT
7

NN
QO o(r
T
[aNTaN]

0419 i B

=0WNERS

~
o

TOTAL AMOUNT KY €

DUCING INC



REPORT NO 01621
41

W00
[l o
<] O~
B el oo B oo
[ 7o o '}
O N\
ZZ o
T W
QD _d-m
Z0 ZxE
< LI
dJuoiow
Qegutuw
- >un
X
) =
4y
ac
="

NO QJHEAD

OHEAD

O FTONONO PO OO O 0D O
VO~ OO N 0O N0~ P10
® & 5 7 % 0 0 0 3 3 9 8 ¢ * W oG P
OO TN MO N~ 0O 000N
MNONT NN O N T 00 N0 INOHOYIO
0N OO M eI DO 00

NN NN N NNy LN NN N N
v e OMNM=0 —0 O 00 M
Ll - [aV} ATATEES o

QOO0OO0OCOoOCOOOCOOCIOC (0
OOO0O0OOOODOVOOCHOCOOOO0

«C

~

[}

[ [a) >

4 o o i

P D=yt w

o} [a P14 LN - g
WwhHk Oy 7 (@]

> Xz - w o o

[ XD 0~ W [eY]

b= (%) [ L2 o B 72 (44

[ ] ZALOILO. <«

< 0D O Zwx 22X -+ N

2T ZUVrHoiwa O W O

O >l HZZ W ¥ W O Na)

WO I~ JXuwwn 2D awwa ul

S AZaD O Wo 0] ol
-t ool VI LD L)

OO0 Etw 10, 0 > X
Z0 DAXIZ =QO. GO O =
<L<O HX] OMIDAWVNEIUMIZuIO
HAOXIT WO WA D S WD OO R | <
DOWAOUVFO WVWOTZIDI=CON
NNNAOEOWW LIS OpF-1d DX uld
IO LD WA= Op~<C T}ty
WMl wWaml-<2 ) | wz e D
> E WO LWL W N L S (N~
Z a0 ) SO
L VOO VDIV AL L DLV IIXAQ
O UMW AT S~ QW 0. 0O
Vo Juwn JLZ 00T 2wz wdumy
HOD>HWXODOuiw _J<COQ xiu
IOTOQAFFLVI- KK WAV UL AN

7T.638

37

233,

Q
(@

TCTAL

RTY

=

PROP

~—

a
-
Roye
MMy

[Shign)
(@]

F-
(a8
p

(38

.
<
=
T,

w2
o
i1l
>-

I
o

O
O
O
Lo0]
O
0

LN
[$¥]
u.
(59

ol ¢h}
(2818}
A ] L)
o
—
-
L
[V XN
e

)
QO
(]

v
[
[

.
3

(O]
2
(2]
-4
o
(S |
l.\ﬂ
-
[ X }
bl fm
>
[s Y}

T,
g

.
.
1"
i 4

P~
~1~¢
- -
[
[TaY"aY
tren
LSRN
(D¢
[Ya VA
[aVIAN]

)
(&)

J NN O PO DO < ORMUND O —=NON OO NP0 ON— (D 0 O~ 00O
SN0 O OO ONIINOTOMOO0 0T~ N VMM ST ST == 0N O~

w 6 % w 3 9 % a3 % B % T A OB D NV OB OE S oGRS QoW NN RSO
IR DINIE L O~ v OO SO NN 10 OO O v O R O N RN O

N~ N0y o =ONNDMANNN RON OO NSO —

I 3 0 - VAN O N O AN O UM AN

A NN .~ N NN NN NN L SENEN N

R e) «— T L} — [AaTaad Al 18] O v -~¢ "

[ o hand ~O w

!

(&

©

L2 OO MDD MO OONODOOCONCOOCOOOCONOQOOO0

IO N O DN OIN] SN OSPNS Mie= PO~ NN O NSNS OMINIONOV OO O
Y AN QIO O ON QO OO NI OO~ NN M~ O ON O v P Do MINST
L PN ON O 1= O = N = O SO NN NN RS — MO 1M cONINND IN BN O OM O
2 OO =P IONDIINOINT 1O — O QOO O OIN QAN O QO O~ 10
LU= DT T OV I PO HN e N N AN NS O =N C)
CrOUI 0 IEDC I 20 OO OUEHII TN OO QO (D (D= t)
1 OO OOAIOLIOODDOQQAOOOQ00O00AOOOONQOOONO

€) # & & 5 B B & W 8 8 B & F 8 € 09 5 % AR 0 F U 9 P ¢ T R W 2N g e
[

e
Lo ] D S N N N N N N S S O O O O L N A o S R R AT A Y N N NN N N N N
(SR G I NG TRN IOV (AN U RN oL JEN SR S SN N S 3 R~ B % 6 B SX B (BN S SNE RN N £ B % XY S
™ & ¢ g § ¥ % # W P R g F R N O B ® P& T O g N O F " ¥ N & F @ P a2y
I A N N R N S N A O T At T N T S e L S e S N S N S N A A .
F= VA WUN NN A N DN DN DIA NN NDHID A NN N N NN N DTN NN D NN
372000 23 00 20 30 00 €90 0010 $210 M) LG T2 00 €0 PO CI 0O CA €D TV NI €I 0D 10 L) O DY 00 ¢
L N N T T T T T N O e o O O N N N N N N N N N N N N SN RN
S OQCHIZGIIOINODDOTIO0OO0OODIIDODDCOOODOODDIOD
VU VN NN N N AN DA D IO D NI N DTN DD N NN NI
I N O A CIO NN PO IO O OO ATV O N AN O N SN SN F N Y

L]
(&)
- w =
R [75) ul
1114 . = . %] -
- (34 O (@) (434 [¥2]
- o O e - &I o
- [ A SAYS B ot} [ & J1V2) ix
%) nz o Tw - D -
i " -3 WMIDINHH WV | it (@] .
[g¥] A DAL - A <= oL (S
0. 2=>~ o D> W) o0V al e o1 B oo =0
(£t SR N S e el B oo A (R R VS S A 4 4 [a1v 3 <L, O
Qrut g OO Q. JerQ. luxe O.H UMWV
WO WL =W ITTI = O Z0. O I (w = _d
[FE 2= M Eaiid QO [SYSTUINEZ Fi'dab I CPad S b o OdTauIo [
P2} SR Vs Iiud >z DO ED) QL L= s OULIO
LA DA T o NS G B L LIRRVo R oo i RUN § SR 7 B U L. >t ux
Pl NV RS i s Foell o oy W oo § ot B S o DU L AR R VU N UV J eoori g o o OIKZZ LI}
xX WL > OLHY 0 ST oiFIoTQO el LI 2 i Qic
N7 VI LY LD b OC=MI -0 A w i
[IVIES 4 QN ey w3 RO WO no ' AIZ2,T I Ladt [
SO O3 Wik Wit g DD NSANAA- T
- AP U N 0 B 0 T HIU T L} > > DD~ D
[S RISV o AVY T Daalic v o0l B8 I o oL Ko N 75 ¥ ¢ Wl a8 A D= (e} = FX UV RS NPV 1S X % ]
W o4l 3 Z 0L TN ND QR N[ AMN X >Wd> N
QUi O 1Y DN =X Julu Oula WO IO

U U OO CEE OO LW Z I Z I WOa. v
1

T e T T T T T T T T O T T e O T O T s T T T T T e YT e e et

DA LTAT S IAV I Ea BN VAN SIS T1a BN aan TEA K SdVaYaVEq e Xa¥ Fo N aSNe N S RIEPR SaVEun Buw Kxd ToaVT N5 NV TP
AR S B R AT T T EAT IR R IA TR R R T an BN ISR Y o K 240 Fun R J VA YaN Fin F2S TRN TL 3 Nan T oW W L Ve WoR Y Supp) )

Relib}

.-
INT

G INC
aAMO

Al
i
1

Ucl
ST

X
LSS RV
P

Al

N o~
“



-u”ui

g

~

March 8, 1991

Sirgo Operaling, Inc.
P. 0. Box 3531
Midland, Texas 79702

Centlemen:_

By executing this letter, the undersigned working interest owner

hereby acknowledges and represents that it will support a change

in the operator on the Myers Langlie-Mattix Unit from the current
Unit operator, Texaco, Inc., to the proposed new operator, Sirgo

Operating, Inc. : : ’

The undersigned ratifies and confirms that this letter shall serve
as the undersigned's ballot to cast its vote for Siran Onerating,
Inc. to assume all rights, duties, and obligations of unit
operator under the said Myers Langlie-Mattix Unit Agreemont,

In consideration of the premises hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator,
pursvant said Unit Agreement being hereby incorporated herein by
reference and made a part hereof as tully and effectively as
though said Unit Agreement were expressly set forth in this

instrument. . “15%5;
1,7y

Respectfully, ‘16;;:

% PC, Ltd. P8

. : (3 BOHT P
KING INTEREST OWNER 'XL

MYERS LANGLIE-MATTIX UNIT

140340 & W.I.

Agreed to and accepted this 8th day of March, 1991.

#PC, Ltd. has executed this letter SIRGO OPERATING, INC.
conditioned on the understanding

that Sirgo Production shall operate

the Myers Langlie-Mattix Unit under ;Zf’f-
the terms and conditions of all BY:

agreenents (including Unit Operating v:.ctor J. SLrgo

Agreemants) covering said property. Vice President
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March 8, 199%v

Sirgo Operating, In¢.
P. O. Box 35831

Midland, Texas 79702

Gantlemen:

By executing this lettar, the undersigned working interest owner
hereby acknowledges and represents that it will support a change
in the operator on the Myers Langlie-Mattix Unit from the current
Unit operator, Texaco, Inc., to the proposed new operator, Sirgo
Operating, Inc.

The undersigned ratifies and confirms that this letter shall serve

as the undarsigned's hallot to cast its vote for Sirgo Operating,
Ine. to assume all rights, duties, and ¢obligations of Unit
operator undexr the said Myars lLanglie-Mattix Unit Agreement.

iIn consideration of the premiges hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume tha
obligations of Unit operator under and pursvant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized governmant agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator,
pursuant said Unit Agreement bsing heraby incorporated herein by
reference and made a part hereof as fully and effectively as
though said Unit Agreement were expressly set forth in this
instrument.

Respectfully,

-
.-

Signature ‘ Z4V

Print Name: AU 7l 1 4

Title: Mansger, Joint Yeniuwe « U8
WORKING INTEREBST QWNES
MYERS LANGLIE-MATTIX UNIT

£.28753 8 VI guvainh EEsy tompagas:cE
Agraed to and accepted this 8th day of Narch, 1991,

SIRGO OPERATING, INC.

BY:
Victer J. g
Vice Presidant
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February 28, 1991

Sirgo Operating, Inc.
P. O. Box 3531
Midland, Texas 79702

Gentlemen:

By executing this letter, the undersigned working interest owner
hereby acknowledges and represents that it will support a change
in the operator on the Myers Langlie-Mattix Unit from the current
Unit operator, Texaco, Inc., to the proposed new operator, Sirgo
Operating, Inc.

The undersigned ratifies and confirms that should a vote be called
to elect a new operator, this letter shall serve as the under-
signed's ballot to cast its vote for Sirgo Operating, Inc. to
assume all rights, duties, and obligations of Unit operator under
the said Myers Langlie-Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized government agency, Sirqgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator,
pursuant said Unit Agreement being hereby incorporated herein by
reference and made a part hereof as fully and effectively as
though said Unit Agreement were expressly set forth in this
instrument.

Respectfully,

‘ KERR-McGEE CORPORATION

BY: &masmw

Name

Title: Q\C_‘-‘ 3 D\
WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT
1.238220% W.I.

Agreed to and accepted this 28th day of Pebruary, 1991,

SIRGO OPERATING, INC.
— ~
YA(Q’Q /{7/ * '99
BY: * . E}ML, 7]

V4
\écﬂ( M. A. Sirgo, 111 Prjjident

RECEIVED MAR 1 ¢ w9
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February 28, 1991

Sirgo Operating, Inc.
P. O. Box 3531
Midland, Texas 79702

Gentlemen:

By executing this letter, the undersigned working interest owner
hereby acknowledges and represents that it will support a change
in the operator on the Myers Langlie-Mattix Unit from the current
Unit operator, Texaco, Inc., to the proposed nev operator, Sirgo
Operating, Inc.

The undersigned ratifies and confirms that should a vote be called
to elect a new operator, this letter shall serve as the under-
signed's ballot to cast its vote for Sirgo Opcrating, Inc. to
assume all rights, duties, and obligations of Unit operator under
the said Myers Langlie-Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and the .
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator,
pursuant said Unit Agreement being hereby incorporated herein by
reference and made a part hereof as fully and effectively as
though said Unit Agreement were expressly set forth in this
instrument.

Respectfully,
MARALO INC.

BY: // 044‘6:;(

Name 7 . A. Lowery

Title: Production Manager
WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT
0.596160% W.I.

Agreed to and accepted this 28th day of February, 1991,
SIRGO OPERATING, IN

)

M. A. Sirgo, III Pegﬁxdent
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March 8, 1991

Sirgo Operating, Inc.
P. O. Box 3531 -
Midland, Texas 79702

Gentlemen:

By executing this letter, the undersigned working interest owner

hereby acknowledges and represents that it will support a change

in the operator on the Myers Langlie-Matlix Unit from the curront
Unit operator, Texaco, Inc., to the proposed new operator, Sirgo

Operating, Tnc.

The undersigned ratifies and confirms that this letter shall serve
as the undersaigred's ballot to cast its votc for Sirgo Operating,
inc. to assume all rights, duties, and obligations of Unit
operator under the said Myers Langlie-Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator,
pursuant said Unit Agreement being hereby incorporated herein by
reference and made & part hereof as fully and effectively as
though said Unit Agreement were expressly set forth in this
instrument.

Respectfully,
ra ? ‘g i ..-‘//
C L Dapalium

Sigratire” ' 5
Prinz/Ngg;: ook rnel/
Title: XY 4 Y. Pk

WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT

1AD1942 % W.I.
Agreed to and accepted this 8th day of March, 1991.
SIRGO OPERATING, INC. s l:’?’/ﬂ«n

Victor J. Sirgo
Vice President
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~March 8, 1991

Sirgo Operaling, Inc.
P. 0. Box 3531
Midland, Texas 79702

Gentlemen:

Hy executing this letter, the undersigned working inlerest ownor
hereby acknowledyes and represents that it will support a chango
in the operator on the Myers Lanylie-Mattix Unit from the current
Unit operator, Texaco, Inc., to the proposed new operator, Sirqo
Operating, Inc. -

The undersigned ratifies and confirms that this letter shal) serve
as the undersigned's ballot to cast its vote for Siryo Operating,
Tnc. to assume all rights, duties, and obligations of Unit
operator under the said Myers Langlie-Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the ,
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, etfective upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in eny and all rights and privileges as Unit Operator,
pursuant said Unit Agreement being hereby incorporated herein by
reference and made a part hercof as fully and effectively as
though said Unit Agreement were expressly set forth in this
instrument.

Respectfully,

__Mm
Signature

Print Neme: (€SLyan M)C(ALL)
Title: Jz’*"

- WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT

JERqYD & W.I,

Agreed to and accepted this Bth day of March, 1991.

SIRGO OPERATING, INC.

BY:
Victor J. Sirgo
Vice President
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March 8, 1991

Sirgo Operating, lnc.
P. O. Box 3531
Midland, Texas 79702

Gentlemen: ~ ~

By exccuting this letter, (he undersigned working interesi. owner
hereby acknowledges and represents that it will support a change
in the operator on the Myers Langlic Mattix UUnit from the curront
Unit operator, Texa2co, Inc., Lo the proposed naw operator, $5irgo
Operating, Inc.

The undersigned ratifies and confirms that this letter shall servoe
as the undersigned's ballol Lo cast ils vote for Sirgo Operating,
inc. to assume all rights, duties, and obligations ot Unit.
operator under the said Myers Langlic Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and Lhe
promises hereinafter stated, Sirgo Operating, Inc. herchy
covenants and agrecs to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlje-Mattix Unit Agreement, and the undersigned
covenants and agrees that, eficctive upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Iinc. shall be granted the cxclusive right and privilege of
exercise in any and al) rights and privileges as Unit Operator,
pursuant said Unit Agreement being hereby incorporated herein by
reference and made a part hereof as fully and effectively as
though said Unit Agruement were expressly set forth in this

instrument. )

Respectfully,
SN 0

.

Signature

Title: ___ —
WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT

076490 % W.I.

Agreed to and accepted this 8th day of March, 1991,

SIRGO OPERATING, INC.

BY: /écﬁ <o,
Victor J. Sirgo J
Vice President

Print Name: /ﬂ‘{"‘“g GSU_/")M(’ S
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March 8, 1991

Sirgo Operating, Inc.
P. 0. Box 3531
Midland, Texas 79702

Geutlemen:

By exacuting thix Jetter, the undersigned working interest owner

hereby acknowledges and represents that 1t will support a change

3n the operator nn the Myer: Langlie-Mattix Umat from the current
Unit operator, Texaco, Inc , to the proposed new operator, Sirge

Operating, JInc,

The undersigned rovtifies and confurms that this letter shall serve
48 the undeycigned’s hellot to cast ILs vore for Sirgo Operatiny,
Inc, to assume all righte, Sutivs, ond rbligations of Unit
operater under the sajd Myers Langlie«Mattis Unit Agreenent,

In contideraticn of the premises hara2inbeforce set forth and the
promyees hercinafter ststed, Sirgo NOperating, Inc. hereby
coverants and agrens to fulfil)l the duties and assvme the
obligations of Unit operatoar undéer anéd pursuant to all the terms
of the Myers Lanylie Mattix Unit Agreement, and the undersigne3d
covensntys and agiees that, sffective upon approval of the change
in aperator by the authorired navernment agency, Sirge Cperating,
Inc. shall be granted the exclutive right ond privileqge of
excreive in any and al! rights and p.ivileges ag Unjt Operator,
pursvant said Unit Agreement being herehy incorporated herein hy
reference ond made a part hercef as fully and effectively as
though said Urit Agreement were expressly set forth in this
instrument.

Respectfully,
CEOLYNE RESOURCES

2t S
.ﬁ%gézZ:figéééﬁaéhzé;__.-.____J_
Sianatnure’

‘“- o™ L—-
OWNER

Title: /P L
WORKING SRTERRE

MYERS LANGLIE-MATTIX UNIT
102970 & W.1.

Agreed to and.accepted this 8th day of March, 1891.

SIRGO OPERATING, INC.

."'

Victor J. Sirgo
Vice President
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March 8, 1991

Sirgo Operating, Inc.

P. O. Box 3531

‘Midland, Texas 79702

Gentlemen:

- RECEIVED f#7 - 4‘ 1431

By executing this letter, the undersigned working interest owner
hereby acknowledges and represents that it will support a change
in the operator on the Myers Langlie-Mattix Unit from the current
Unit operator, Texace, Jnc., to the proposed new operator, S5irgo

Operating, Inc.

The undersigned ratifies and confirms that this letter shall serve
as the undersigued's ballot to cast its veote for Sirgo Operating.
Inc. to assume all rights, duties, and obligations of Unit
operator under the said Myers Langlie-Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlje-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator, -
pursuant said Unit Agreement being hereby incorporated herein by
reference and made a part hereof as fully and effectively as
though said Unit Agreement were expressly set forth in this

instrument.

Respectfully,
LORTSCHER FAMILY TRUST

WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT

Agreed to and accepted this 8th day of March, 1991.

SIRGO OPERATING, INC.

BY:
Victor J. Sirgo
Vice President
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" "Texaco Exploration and Produstion inc P O Box 3108
Micland Praducing Division Midlang TX 78702-310

e tvemd mmm—— s ¢+ ew e o - mreeim -

April 15, 1991

230830 - MYERS LANGLIE-MATTIX UNIT
LEA COUNTY, NEW MEXICO i
Resignation of Operator

TO: ALL WORKING INTEREST OWNERS

Reference is made to ARTICLE 6, PARAGRAPHS 6.2 and 6.3 of the Unit
Operating Agreement and SECTIONS 6, 7 and 8 of the Unit Agreement,
both dated January 1, 1973 covering the subject unit. Texaco
Exploration and Production Inc. (successor to Texaco Producing
Inc.) will resign as Unit Operator of the Myers Langlie-Mattix Unit
in the near future.

» e

Texaco continues neutral in the matter of selecting a successor
Unit Operator. It becomes the duty of the remaining Working
Interest Owners in the Myers Langlie-Mattix Unit to select a
successor Unit Operator based on their independent investigations
and findings.

In this connection, Sirgo Operating, Inc. ("Sirgo") has furnished
Texaco with copies of certain documents. These documents evidence
the approval of the majority of the Unit Working Interest Owners to
select Sirgo as successor Unit Operator, all as provided for in the
aforementioned agreements.

Pending resolution of certain accounting matters, Texaco will
submit to each of you its resignation as Unit Operator, Prior to
that time, Texaco will continue to operate the Myers Langlie-Mattix
Unit all in accordance with the unit agreements.

Yours very truly,

Taxaco Exploration and Production Inc.
. ]

(O fh

H. C. Pattison 3
Assistant Division Manager PR &2

T

RCD/srt
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" Yo Expioration #nd Productisn Ine T PO Bax 308
Midland Progucing Division Midiand TX 79702-3109

May 13, 1951

230830 - MYERS LANGLIE-MATTIX UNIT
LEA COUNTY, NEW MEXICO

State of New Maxico

0il Conservation Division
P. C. Box 1980

Hebbs, New Mexico 88240

Attention: Mr. Jerry Sextzn

Gentlemsn: .
Reference is made to cur telerhona conversation cf this date
wherein ycu were adviszed that Texaco Explecratien ané Produsiisn
Inc. continues tc operated the subject unic.

Althcucgh forms C-104 (Changa of Operator) wesre filed by Sirge
Cperating, Inc, ccvering the wells locatsd in the unit, actual
operations have not charngesd hands. Pending resoluticn ¢f certain
acccunting matters, Teaxaco intends to subnlt its resicrnation as
unit operator. Pricr to that tima, Texaco will continue to cperats
the Myers Langlis-Mattix Unit all in accerdance with the uniz

acreements,
Yours very truly,

Texaco Exploration and Producticn I

H. C. Pattiscn
Assistant Division Manager

w3
.0

RCD/srt

cc: M. A. Sirgo, III
Sirgo Operating Inc.
P. 0. Box 3531
Midland, TX 7%702

JAH (Hobbs)

EXHIBIT
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May 20, 1991

Doyle Hartman
500 N. Main Street
Midland, Texas 79701

Attention: Mr. Bryan Jones

Re: Myers Langlie-Mattix Unit
Operator Ballot

Bryan,

As we have discussed with you, Sirgo Operating is soliciting the
support of the working interest owners to be operator of the
captioned unit. Enclosed is a ballot for your review, as well as
a copy of the proposed project we intend to implement this summer.

Exclusive of Hartman's interest, Sirgo's current ownership in
conjunction with ballots received to date is sufficient for Sirgo
to assume operatorship. Texaco has agreed to resign as operator
to allow us to do so, and we would also like to have your vote.

Additionally, it is our intent to initially develop Phase I of the
proposed project, and then stop and review the results.

Phase I is a consensus of Texaco and Sirgo's combined engineering
efforts as to the best place to start.

As with all the working interest owners, we are extending to you
an invitation to sit down and review the proposed project with
Sirgo's people or the Hickman engineering firm.

Sin rely;<7//

M. A, Sirgo, II

MAS/pr

MAY. 21! 1991



March 8, 1991

Sirgo Operating, Inc.
P. O. Box 3531
Midland, Texas 79702

Gentlemen:

By executing this letter, the undersigned working interest owner

hereby acknowledges and represents that it will support a change

in the operator on the Myers Langlie-Mattix Unit from the current
Unit operator, Texaco, Inc., to the proposed new operator, Sirgo

Operating, Inc.

The undersigned ratifies and confirms that this letter shall serve
as the undersigned's ballot to cast its vote for Sirgo Operating,
Inc. to assume all rights, duties, and obligations of Unit
operator under the said Myers Langlie-Mattix Unit Agreement.

In consideration of the premises hereinbefore set forth and the
promises hereinafter stated, Sirgo Operating, Inc. hereby
covenants and agrees to fulfill the duties and assume the
obligations of Unit operator under and pursuant to all the terms
of the Myers Langlie-Mattix Unit Agreement, and the undersigned
covenants and agrees that, effective upon approval of the change
in operator by the authorized government agency, Sirgo Operating,
Inc. shall be granted the exclusive right and privilege of
exercise in any and all rights and privileges as Unit Operator,
pursuant said Unit Agreement being hereby incorporated herein by
reference and made a part hereof as fully and effectively as
though said Unit Agreement were expressly set forth in this
instrument.

Respectfully,

Signature

Print Name:

Title:

WORKING INTEREST OWNER
MYERS LANGLIE-MATTIX UNIT

4.80989 % W.I.

Agreed to and accepted this 8th day of March, 1991,

SIRGO OPERATING, INC.

v i Y

Victor J. Sirgo
Vice President
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February 15, 1961

Sirgo Production Company, Inc.
P.0O. Box 3531
Midland, TX 79702

Attention: Mr. M.A. Sirgo III
Gentlemen:

Re: Waterflood Development Project
Myers Langlie Mattix Unit
Lea County, New Mexico

In accordance with Mr. Sirgo'’s reguest, we have eval-
uated the Proved crude oil and gas reserves as of January 1,
1991 attributed to additional development and expansion of
injection in the Myers Langlie Mattix Unit located in Lea
County, New Mexico. The results of this study are discussed
in the attached report as outlined in the Table of Contents.
A summary of our evaluation to 100% working interest (75% net
revenue interest) for the escalated case is as follows:

Future Net Revenue

Net Reserves Discounted
Liquid Gas Undiscounted € 12%
(MBBL) (MMCF) {(M$) (MS)
Effective Date: === 0= - - - - - January 1, 1991 - = = - - - -
Proved
Developed Producing 1,014 355 7,960 6,041
Undeveloped 8.250 2,888 167, 444 36,419
Total Proved 9,264 3,243 175,404 60,460

Net o0il and gas reserves are estimated quantities of
crude o0il, natural gas and natural gas liquid attributed to
the composite revenue interests being evaluated after de-
duction of royalty and/or overriding royalty interests. The
1987 0il and Gas Reserve Definitions, as endorsed by the SPE
and SPEE and modified by use of assumed rather than existing
economic conditions, were used to classify the reserves.
Future net revenue was adjusted for capital expenditures,

550 WEST TEXAS SUITE 9350
TWO FIRST CITY CENTER
MIDLAND. TEXAS 79701
915 » 6834391 FAX. 915/ 683-7303



Sirgo Production Company, Inc.
February 15, 1991
Page 2

operating costs, interest reversions, ad valorem taxes and
wellhead taxes, but no consideration was given to Federal
income taxes or any encumbrances that might exist against the
evaluated interests. Present worth future net revenue shows
the time wvalue of money at certain discount rates, but does
not represent our estimate of fair market value. '

Reserves were determined using industry-accepted methods
including extrapolation of established performance trends,
volumetric calculations and analogy to similar producing
zones as detailed in the attached study. Where applicable,
the evaluator’s own experience was used to check the reason-
ableness of the results.

In the preparation of this report, we have reviewed for
reasonableness, but accepted without independent verification
information furnished by Sirgo Production Company, Inc. with
respect to interest factors, current prices, operating costs,
current production and various other data. The price and
expense escalation scheme and primary discount rate were
applied at the direction of the client. The use of assumed
rather than existing economic parameters affects both the
cash flow projections by the difference in prices and ex-
penses and also the reserve volumes by changing the economic
limit at which production is terminated. The assumed pricing
also has a major effect on the economic viability of non-
developed potential and hence the volume of reserves that can
be assigned to the non-producing categories.

We are qualified to perform engineering evaluations and
do not claim any expertise in accounting or legal matters.
As is customary in the profession, no field inspection was
made of the properties nor have we verified that all oper-
ations are in compliance with any states and/or Federal
conservation, pricing and environmental regulations that
apply to them.

This study was performed using industry-accepted prin-
ciples of engineering and evaluation that are predicated on
established scientific concepts. However, the application of
such principles involves extensive judgment and assumptions
and is subject to changes in performance data, existing
technical knowledge, economic conditions and/or statutory
provisions. Consequently, our reserve estimates are
furnished with the understanding that some revisions will
probably be required ‘in the future, particularly on new wells
with little production history and for reserve categories
other than Proved Developed Producing. Unless otherwise



Sirgo Production Company, Inc.
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noted, we have based our reserve projections on current
operating methods and well densities.

This report is solely for the information of and the
_assistance to Sirgo Production Company, Inc. and the Myers
Unit participants in the evaluation of the technical and
economic feasibility of this project and is not to be used,
circulated, quoted or otherwise referred to for any other
purpose without the express written consent of the under-
signed except as required by law. Persons other than those
to whom this report is addressed shall not be entitled to
rely upon the report unless it is accompanied by such
consent. Data utilized in this report will be maintained in
our files and are available for your use.

Yours very truly,
T. SCOTT HICKMAN & ASSOC., INC.

C. Don Hunter, P. E.

glb
attachment
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DISCUSSION

INTRODUCTION

The Myers Langlie Mattix Unit is an active waterflood
project in the Langlie Mattix Seven Rivers-Queen-Grayburg
Field, Lea County, New Mexico. The Unit produces from the
Permian Age Queen and Penrose formations at a depth of
approximately 3500’. Forty-acre development began in 1936
and although intermittent development continued through 1981,
the major portion of the unit area was drilled prior to the
mid-1960’'s. The Myers Unit currently has 232 wells on
approximately 9600 acres.

Water injection commenced during 1975 with 121 producers
and 111 injectors. Ultimate primary oil recovery has been
9000 MBBL. Currently 87 producers and 65 injectors are
active. August 1990 o0il rate was approximately 710 BOPD or
8.2 BOPD/well. Cumulative oil production as of September 1,
1990 was 14,424 MBBL. Remaining reserves under current
operations are estimated at 1352 MBBL giving an ultimate
recovery of 15,868 MBBLS, which is 13.8% of the estimated
original oil-in-place. Secondary to primary ratio is 0.76.

Low primary recoveries are attributed to inefficient
completions under 40-acre spacing. While response to in-
jection has been satisfactory in isolated areas, project
performance is generally characterized by inefficient
injection, inadequate coverage due to completion practices
and reservoir heterogeneity.

Five 20-acre infill producers were drilled during 1986
and although these wells were not within confined 5-spot
patterns, the projected additional recoveries from increased
production response has been sufficient to warrant an aggres-
sive infill drilling program. Sirgo Production Company, Inc.
acquired a major working interest position in this project
for the purpose of redeveloping the waterflood by 20-acre
infill drilling, well rework and reestablishing full-scale
injection on 40-acre, 5-spot pattern configuration.

CONCLUSIONS

1. Productive limits of the field are controlled by
structural and stratigraphic features.

2. Ultimate primary oil recovery is estimated at 9000
MBBL.



3. Ultimate seccondary under current operations is
projected to be 6868 MBBL of which an estimated
1352 MBBL remain to be produced for an ultimate oil
recovery of 15,868 MBEL.

4. While response to injection has been satisfactory in
isolated areas of the Unit, pattern performance is
generally characterized by inefficient injection and
inadequate coverage due to completion practices and
reservoir heterogeneity.

5. An estimated 11,000 MBBL of additional Proved
Undeveloped reserves can be recovered from the
Myers Unit through infill drilling, recompletion and
reestablishment of unit wide water injection.

6. An investment of 44,119 MS (8/8) is projected to
result in a 50% rate of return and a 4.1 year
payout. The investment cost does not include acgui-
sition costs and investment costs do not include
costs of financing.

RECOMMENDATIONS

1. Proceed with 20-acre infill drilling, recompletions,
workovers and establishment of water injection on
40-acre, 5-spot patterns in a phased procedure as
outlined in this report.

2. Development of each subseguent phase will depend, to
some degree, upon results of the preceding phase.
As additional petrophysical, technical and perform-
ance data becomes available, plans for subsequent
phases may require revision or refinement.

GEOLOGY AND RESERVOIR PROPERTIES

The Langlie Mattix Seven Rivers-Queen-Grayburg Field is
located along the western flank of the Central Basin Plat-
form. Initial development in this field began in 1936. This
is one of the largest fields in southwestern New Mexico with
cumulative o0il production in excess of 114 MMBBL.

The Myers Langlie Mattix Unit, which became effective
February 1, 1974, currently encompasses approximately 9600
acres and 232 wells with cumulative o0il production in excess
of 14 MMBBL. The vertical limits of this Unit are 100 feet
above the base of the Seven Rivers to the base of the Queen.
The lower subdivision of the Queen formation is described



locally as the Penrose interval and usually is treated as a
separate zone. The Queen-Penrose formation consists of a
complex sequence of sandstones, dolomites and shales at a
depth of 3500'. A type log for this Unit is shown by Figure
1. Detail core descriptions were not available; however it
is considered that the high gamma ray response in the pay
zones is probably caused by high feldspar content, which is
typical for these formations.

Structure maps constructed on top of the Queen and
Penrose formations are shown by Figures 2 and 3, respec-
tively. The Queen and Penrose formations are asymmetrical
north to south trending anticlines. Hydrocarbon entrapment
and productive limits were controlled by a combination of
structural and stratigraphic factors. The determination of
depositional environment was beyond the scope of this study.

The Lower Seven Rivers interval is primarily gas pro-
ductive across the western portion of the Unit with only
minimal oil pay development in localized areas. The Lower
Seven Rivers formation was considered to have insignificant
waterflood potential and was therefore excluded from this
study.

The structure map on top of the Queen interval, Figure
2, shows a structural high trending northwest-southeast along
the eastern portion of the Unit. The upper limit of oil pro-
duction in the Queen formation is interpreted to be at a
datum of approximately -125', as evidenced by higher gas-oil
ratios above -125’ subsea and apparent decrease in porosity
development. Figure 3 is a structure map on top of the
Penrose interval. The lowermost oil productive limits in the
Penrose would not be definitively established based on
limited core and quantitative log information. However, the
Penrose was determined not to be ©0il productive below an
approximate subsea datum of -350’. Structure is considered
to have a bearing on the trapping mechanism; however, strat-
igraphy is regarded as being the dominant factor in defining
0il productive limits.

Core data and well logs were utilized for determination
of reservoir parameters, although the guantitative data
coverage is minimal and may not be fully representative of
the unitized area. Porosity logs and/or cores were not
available within several areas of apparent high net pay, as
inferred from individual well production performance.

Log analyses were performed on twenty-three wells for
net pay determination. Only eight of these wells had been
cored. Description from twenty-eight cored wells indicate
that the Queen and Penrose members range from clean sands to



limey or dolomitic sands. Core permeability is highly vari-
able, ranging from 0.1 to 100 md. According to statistical
permeability calculations furnished by Texaco, Dykstra-
Parsons permeability variation for six wells ranged from 0.74
to 0.88, indicating a high degree of heterogeneity.

Net pay criteria was based on a porosity cutoff of 9%,
which corresponds to permeabilities generally greater than
0.3 md. Average porosity of 13%, as determined from core
data and log analyses, was utilized in volumetric calcu-
lations. Irreducible water saturations, determined from
special core analyses, generally ranged from 29% to 42%. An
irreducible water saturation of 40% was assumed for volume-
tric calculations. Residual o0il saturation of 30% was
obtained from special core analyses reports.

Net pay isopachs for the Queen and Penrose formations
are shown by Figures 4 and 5, respectively. Net pay ranges
in thickness from 1’ to 40'. Reservoir net pay volume is
223,000 ac-ft for the composite Queen-Penrose reservoirs and
original oil-in-place (OOIP) was calculated to be 115,000
MSTB. Reservoir saturations have been drastically altered by
15 years of water injection and no attempt was made to de-
termine current saturation distribution.

PRIMARY PERFORMANCE

The Langlie-Mattix Field was discovered in 1936 and
drilling within the current Myers Langlie Mattix Unit area
began during that time. Although intermittent 40-acre
development continued through 1981, the major portion of the
Unit area was drilled prior to the mid-1960's. Figure 6 is a
current well status map for the Unit. Primary production
peaked during March 1956 at 1282 BOPD (Figure 7). Review of
well performance and completion status was conducted with
production data from commercial sources and public record and
well completion status was reviewed from commercial sources.

It is not known whether a gas cap existed in the Queen
formation prior to start of injection. However, high gas-oil
ratios were prevalent across the northeastern portion of the
Unit prior to 1974, coincident with Queen completions above a
subsea datum of -125'. The Lower Seven Rivers interwval is
interpreted as primarily gas productive as evidenced by com-
pletion records and production histories. The high cumu-
lative gas production in the western portion of the Unit is
attributed to the Seven Rivers, which was open to production
in the majority of wells. Method of completion, i.e., open
hole completions and suspected poor cement jobs, has probably
contributed to high gas-o0il ratios. Once water injection



commenced during 1975, the GOR eventually declined to
approximately 500-600 SCF/BBL. Insufficient data was
available to determine the GOR at initial reservoir con-
ditions.

The lowermost limits of o0il production in the Penrose is
interpreted as a subsea datum of -350‘. O0il production is
controlled by porosity development and possibly by down-
structure water. However, insufficient core data and gquan-
titative well logs were available to confirm the lower limits
of porosity and permeability development in the Penrose. The
Penrose does not appear to be fully exploited in the south-
central portion of the Unit in areas interpreted as poten-
tially o0il productive. Eight wells in these areas dié not
penetrate the Penrose.

The primary producing mechanism in the Queen and Penrose
formations is solution gas expansion with no apparent
indications of natural water influx. Pressure data is not
available and gas production data was not available prior to
1959. Therefore, determination of OOIP from material balance
calculations was not possible. Ultimate primary recovery was
estimated from extrapolation of established decline trends to
be 9000 MBBL or an average of 40 MBBL/well for 227 wells.
Primary recovery as a percentage of OOIP is 7.8%.

The effect of reservoir heterogeneity has been com-
pounded by completion procedures. A review of well logs and
completion data have revealed all of the pay may not be open
in every well and many completions may also be open in the
gas productive Seven Rivers zone. Also, technology was such
prior to the 1970’s that some completions are probably
inefficient. As a result, the reservoir was not being
efficiently drained on 40-acre spacing in many areas and this
contributed to the low primary recovery.

UNIT WATERFLOOD PERFORMANCE

Due to the advanced stage of primary depletion and the
apparent success of other Queen-Penrose waterfloods in the
Langlie Mattix Field, the Myers Langlie Mattix Unit was
formed for the purpose of waterflooding. The Unit became
effective February 1, 1974 with Skelly as the operator. The
unitized area encompassed approximately 10,000 acres and
included 217 wells at that time. Water injection was initi-
ated in August 1975 as a 5-spot pattern waterflood. The Unit
responded within six months after start of injection. Peak
0oil rate of 2348 BOPD was reached in October 1979 (Figure 8).
Table 1 is the Project Performance Summary for the Unit. An
additional 10 wells were drilled prior to 1981 to complete



40-acre spacing. During full-scale operations, 121 producers
and 111 injectors were active. Oil production rate has been
on a steady decline since 1986. The stable water injection
rates during the life of the project have contributed to the
relatively shallow oil rate decline (Figure 8). Water-cut
has also remained at 85-90% since 1984 (Figure 8). August
1990 o0il rate for the Unit was 710 BOPD (8.2 BOPD/well).

A comparison of ultimate primary oil recoveries (Figure
9) and cumulative secondary oil recoveries (Figure 10) showed
erratic waterflood response. Exceptional high secondary oil
recoveries were noted within a southwestern portion of the
Unit (Sections 5 and 7) which had very low primary oil
recoveries. In contrast, the southeastern portion of the
Unit (Sections 8 and 27) has poor secondary oil recoveries
although primary oil recoveries were above average. &
pattern analysis review was undertaken to evaluate production
and injection performance and remaining reserve potential.
Injection rates and wellhead injection pressures were
included, but injection well profile surveys were not
available. '

The high injection-withdrawal ratios, prevalent
throughout the low primary oil recovery areas in the eastern
portion of the Unit, indicate poor conformance. Conversely,
the high secondary oil recovery areas in the south-central
portion of the Unit exhibited relatively high secondary-
primary ratios, low injection withdrawals ratios and good
injectivities, suggesting good vertical and areal con-
formance. There are other isolated areas within the Unit
which have exhibited good oil response to injection due
apparently to localized conditions. Fifteen wells had peak
0il response rates in excess of 100 BOPD/well and 14 wells
have cumulative secondary oil recoveries in excess of 100
MBBLS/well (Figure 10).

While response to injection has been satisfactory in
these isolated areas, over all the injection has been
inefficient. Under current operations, ultimate secondary
oil recovery is projected at 57 MBBL/well for 121 pro-ducers.
As shown by Tables 1 and 2, ultimate recoveries under
existing development is estimated to be approximately 13.8%
of OOIP whereas yarious other Queen waterflood projects under
40-acre spacing have reported recoveries significantly
higher.

Five 20-acre infill producers (253, 254, 255, 256 and
257) were drilled in the Myers Unit during 1986 (Figure 10).
Although no additional wells were converted to provide in-
jection backup, several of the infill wells have significant
reserves. Unit Well No. 253 is projected to ultimately



recover in excess of 200 MMBBL and several other wells should
have recoveries in the 50-55 MMBBL/well range. Infill well
performance has been sufficient to warrant an aggressive
infill drilling program. Sirgo Production Company, Inc.
acquired a major working interest position in this project
for the purpose of redeveloping the waterflood by 20-acre
infill drilling, well rework and reestablishing full-scale
injection of 40-acre, 5-spot pattern configuration.

FUTURE PERFORMANCE PROJECTION

Additional Proved Undeveloped reserves of 11,000 MBBL
were assigned for the selective drilling of 142 producers on
20-acre spacing and establishing injection on 40-acre, S5-spot
patterns (Table 3). Total remaining Proved recovery under
the proposed development is estimated at 12,352 MBBLS (Table
2). Potential recovery for each of the drilling well loca-
tions was developed from volumetric calculations of remaining
mobile o0il within each pattern area and from estimates of
displacement efficiency. Remaining mobile oil for the total
Unit was estimated at 31,265 MMBBL. Estimated recovery and
producing rate predictions were influenced by experience in
analogous projects and from the five Myers Unit 20-acre
infill drilled wells. The limited scope of this evaluation
and the limited data availability precluded the application
of an analytical waterflood prediction technique or reservoir
simulation. Achieving the projected o©il rates and reserves
are dependent upon adequate injection pressure support,
improved overall conformance and close monitoring of the
waterflood operations.

REDEVELOPMENT PLAN AND ECONOMICS

The 20-acre infill drilling, well recompletions and
reestablishment of water injection on 40-acre, 5-spot pat-
terns being recommended is set forth on Figure 11 and Tables
3 through 7. The program plan involves:

1. Drilling 142 producers.

2. Returning 15 wells to production status.

3. Drilling 2 injectors.

4, The reentry or conversion of 100 wells to
injection.

5. Workover 94 injectors.



6. Reactivating 10 injectors.
7. Expansion and modification of injection facilities.
8. Expansion of production facilities.

Successful development of the project will depend upon
the judicious utilization of information from the initial
infill drilling. As additional geological and reservoir data
becomes available, the reservoir characteristics and sat-
uration distribution will be better defined. Therefore,
plans for subsequent development will require revision and
refinement. The completed project under current plans will
have 157 producers and 206 injectors. The rate-time pro-
jections for the project is shown by Figure 12.

The price and escalation scheme were applied at the
direction of Sirgo Production Company, Inc. with both an
escalated and non-escalated cases being run. For the
escalated pricing case, o0il pricing of $20/BBL, with no
adjustments, was escalated starting immediately at 6% per
annum to a maximum of $50/BBL. Starting gas prices were
based on actual prices as of September 30, 1990 and escalated
starting immediately at 6% per annum until the oil price
reached the maximum price.

Lease operating expenses were estimated by Sirgo
Production Company, Inc. based on their experience for
similar projects. The estimated expenses of $800/well/month
for producer and $600/well/month for injector included
general overhead. Expenses and investments were escalated
starting immediately at 6% per annum until the primary
product reached the maximum price. No equipment salvage
value or abandonment costs were included for the properties.
The cost for drilling, workovers and the reestablishment of
injection were developed by Sirgo Production Company, Inc.
We have reviewed their estimates for reasonableness, but made
no independent determination. Investment costs do not
include costs of financing.

Economics for the Myers Unit were based on a 100%
working interest portion. Projections of incremental
economics for the escalated case indicate that a capital
investment of 44,119 M$ will generate a 12% discounted future
net revenue of 54,419 MS resulting in a 50% rate of return
and a 4.1 year payout. The investment cost does not include
acquisition costs and the investment costs does not include
costs of financing. A summary of the escalated reserves and
economics for the project is shown by Table 6. Table 8, 9
and 10 are escalated reserves and cash flow summaries for
Total Proved, Proved Developed Producing and Proved



Undeveloped, respectively. Tables 7 through 13 are the
corresponding cash flow summaries for the unescalated case.
The o0il rate forecast for the Total Proved and Proved
Developed Producing reserves is shown by Figure 12.



TABLE 1

Project Performance Summary
Myers Langlie Mattix Unit

Langlie Mattix-Seven Rivers-Queen-Grayburg Field

Lea County, New Mexico

Field Discovery Date

Initial Completion Date
Unitizarion Date

Initial Water Injection Date

Total Completions:
Producers
Injectors

Total

Active Completions @ 9-1-90
Producers
Injectors
Total

Unitized Area (Acres)
Average Spacing (Acres/Well)
OOIP (MSTB)

Cumulative Oil Production @ 9-1-50 (MBBL)
Cumulative Qil Production @ 9-1-90 (BBL/Acre)
Average 0Oil Cumulative Per Well - 232 Wells (MBBL)
August 1990 0il Rate - Total Unit (BOPD)

August 1990 0Oil Rate - (Wells/BOPD)

Ultimate Primary 0il Recovery (MBBL)

Ultimate Primary Oil Recovery (BBL/Acre)

Recovery Factor (%) ‘

Average 0il Recovery Per Well - 227 Wells (MBBL)
Cumulative Secondary Oil Recovery @ 9-1-90 (MBBL)
Ultimate Secondary Oil Recovery (MBBL)

Average Ultimate Secondary (Wells/MBBL)

Secondary : Primary Ratio

Ultimate 0il Recovery Under Current Mode (MBBL)
Estimated Recovery Factor (%)
Remaining 0il Recovery Under Current Mode

@ 9-1-90 (MBBL)

Cumulative Gas Production @ 9-1-90 (MMCF)=*
Cumulative GOR (SCF/BBL)

August 1990 Gas Rate (MCFPD)

August 1990 GOR (SCF/BBL)

1936

1936

February 1, 1974
August 1975

121
ill
232

87

—£35
152

9,560
40
115,000

14,424
1,509
62

710
8.2

9,000
941
7.8

40

5,424
6,868
56.8
0.76

15,868
13.8

1,352

42,635
2,956
381
537

PAGE

TABLE |
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TABLE 1

Project Performance Summary
Myers Langlie Mattix Unit

Langlie Mattix-Seven Rivers-Queen-Grayburg Field

Lea County, New Mexico

Cumulative Water Production @ 9-1-90 (MBBL)
Cumulative WOR (Volume/Volume)

Cumulative Watercut (Percent)

August 1990 Water Rate (BWPD)

August 1990 WOR (Volume/Volume)

August 1990 Watercut (Percent)

Cumulative Water Injection @ 9-1-90 (MBBL)

Cumulative Injection-Secondary 0Oil Recovery Ratio (STB/STB)
Cumulative Injection-Withdrawal Balance (RBBL/RBBL)

August 1990 Injection Rate - Total Unit (BWPD)

August 1990 Injection Rate - Per Well (Range/BWPD)

* Gas production records are incomplete prior to 1959,

37,637
2.61
72.3

5,546
7.82
88.7

146,051
26.9
2.0
23,418
360

TABLE 1
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TABLE 2

Recovery Calculations
Texaco ~ Myers Langlie Mattix Unit
Langlie Mattix - Seven Rivers - Queen - Grayburg Field
Lea County, New Mexico

Original Oil-in-Place
Where Ah = Reservoir Volume (Ac-Ftr)
@ = Porosity
Sw = Connate Water Saturation
Boi = Original Formation Volume Factor

N = 7,758 Ah B(1-Swi)/(Boi)

= 7,758 (223,000)(.13)(1-0.40)/1.177
= 115,000 MSTB = 516 STB/Ac-Ft

I. Project Status (Effective January 1, 1991)

overie de u t Mode o ations
Ultimate Primary Recovery (MSTB) 9,000
Primary Recovery Factor (%) 7.8
Ultimate Secondary Recovery (MSTB) 6,868
Secondary : Primary Ratio 0.76
Combined Ultimate Primary + Secondary (MSTB) 15,868
Recovery Factor (%) 13.8

II. Proposed Redevelopment (Effective January 1, 1991)

Cumulative 0il Production @ January 1, 1991 (MSTB) 14,516
Cumulative Recovery Factor @ January 1, 1991 (%) 12.6
OIP @ May 1, 1990 (=115,000-14,516) (MSTB) 100,484

Estimated Oil Saturation @ January 1, 19961
Soi = (1-RF)(Bo/Boi) (1-Su)
= (1-.126)(1.115/1.177)(1-0.45)
= 0.455

Where Swi = estimated average current water saturation oil at
undrilled locations.

Remaining Mobil 0il
N, = 7,758 Ah (@) (Soi - Sor)/Bo
= 7,758 (223,000 (.13) (.455 - 0.30)/1.115
= 31,265 MSTB

TABLE 2
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TABLE 2

Recovery Calculations
Texaco - Myers Langlie Mattix Unic
Langlie Mattix - Seven Rivers - Queen - Grayburg Field
Lea County, New Mexico

II. Proposed Redevelopment (Effective January 1,l1991) - Continued
Estimated Recoverahle Mobil 0il (PDP and PUD)
Npf = Nm (EV)
= (31,265)(0.40)
= 12,352 MSTB

Where EV = Conformance Efficiency

Cumulative 0Oil Production @ January 1, 1991 (MSTR) 14,516
Remaining Proved Reserves @ January 1, 1991 (MSYB) 12,352
Ultimate Proved Reserves @ January 1, 1991 (MSTB) 26,868

Recovery Factor (%) 23.4

TABLE 2
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Phase

Producers
Drill
Existing
Total

Injectors
Drill
Conversions
Existing
Total

Total Wells

Well Summary
Proposed Redevelopment Plan
Myers Langlie Mattix Unit

Lea County,

~L

35

38

TABLE 3

New Mexico

II

38

40

SR~

90

111

33

67

109

TOTAL

142

157

100
104
206

363

TABLE 3



PHASE

- — - - e - -
- L - e ew e e wn e e ew em wn wm o em me @ = S e we - ew =

IRYEST
DATE

W WO B W M A ) i O OYTY O W U U LN e A de Sn Gd D A d P RS R P e e e

91
91
9
9l
9!
91
9t
12
91
91
9l
§i
91
91
91
91
91
91
91
91
9l
9!
9l
91
81
91
9
91
91
9l
91
99
91
9
91

TABLE 4

PROPOSED INVESTMENT SCHEOULE

AND WELL SUMMARY

MYERS LANGLIE MATTIX UNIT

RE-DEVELOPMENT PLAN
PHASE 1

INJECTORS

WELL RESERVES  INV WELL WELL
NO.  (MBBL)  M$ NO.  NO.
1.1 175 180.§ 13
1.8 150 180.5 142
8 150 180.8 168
.15 150 180.% 172
119 150 1808 176
18 150 180.5 178
.22 150 180.% 199
i-17 140 180.8 201
133 135 1805 20
14 125 10.8 213
-9 125 180§ 215
(10 125 1805 234
30 128 180.8 236
131 1S 180.8
1.6 1Hs 1808
1.7 1s 1308
20 1S 1808
.32 105 180.5
.23 105 180.8
1.3 100 1805
10 110 180.5
1.26 100 180.§
.27 100 180.5
.29 100 180.8
.35 100 180,
111 95 190.§
.21 95 1808
12 9%  180.5
1.28 s 180.5
130 %  180.8
116 80 1s0.8
1.1 70 1%0.8
1.20 2 1308
112 0 1805
1-28 0 180.8

35 3890 6110.8 o n

DRILL CONY WORKOVER

WELL
NO.

130
132
142
144
187
169
171
177
179
200
202
2H
216
213

4

.......

INY  FACILETY

106
3
106
106
3
36
106
106
k[
36
{]
17
17
6!
kR
36
1
106
106
106
$6
17
17
16

un

.....

L

..............................

206. 1

206.)

206. 1

206.1

..............................

824. 4

TOTAL PHASE
INVESTMENT
CuM
INY INY
L1 g
216. 5 216. 5
216.§ 21 0
216. 5 649.§
286. 5 916 ¢
2135 11498
286.5%  1435.0
286.8  1722.%
213.% 19360
216.8  2182.8
492.6 2648}
286.5 29311.6
216.5 3148}
216.5  3364.6
221§ 1886.)
197.5 371816
197.5 3811}
1.5 4222.6
419.6  4642.2
216.5 48587
216.8  %0758.2
286.5 51617
286.%  5648.2
286.5 3937
236.5 6111.2
197.5 63837
403.6 671721
196.5 6963.3
130.5  7149.3
180.5  7329.%
120.8  75§10.3
3366 7896.9
180.5 8072.4
180.8  8287.9
180.8 34334
130.§ 3618.9
s5it.9 8618.¢

................

PAGE
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TABLE ¢

PROPOSED INVESTMENT SCHEDULE

AND WELL SUMMARY

MYERS LANGLIE MATTIX UNIT

RE-DEYELOPMENT PLAN

......................

INY

WELL RESERVES

NO.

(meL)

u

....................

180.

180.
180.
180.
180,
180.
180.
180.
180.
180.
180,
180.
180.
180.
180.
180.

W LV U L LR WR U U GA LR LY LR LR WU U LR LA LR U WU LR U LR LR AR UYL UYL Y LYY W U R We

PHASE [}

NO.

INJECTORS

..........................

DRILL CONY WORKOVER
WELL WELL

NO.

WELL
NO.

INY

FACILITY
us

100
102
106
252
133
141
174
205
207
209
21!
240
242

35
n
1
61
63
6
67
69
7
7
95
97

99

106
106
k]
KX
N
N
EE]
106
33
106
106
106
k]
k]
45
17
106
17
17
106
106
1?
17
17
17
106
46

206.1

206.1

206.1

206.1

TOTAL PHASE

M WD S WD e D e B W S W D WL OO W B W B W R NN N R SR N e O O~ O e OO

INVESTMENT

CuM
IRY INY
[ H L H
216. § 216
IS $6!
432.6 993
213.5 1207
226.%8 1413
226.5 1660,
226.5 1386
226.5 2113
226.5 2339
226.5 2586
419.6 2985
286.5 1212
286.5 3558
213.8 312
213.5 3985
2118 4199
213.5 4412
213.5 4626
286.5 4912
419.6 8332
286.5 5618
286.5 5905
286.5 618t
216.5 6408,
216.§ 6824
226.% 6851
197.5 7048
286.5 73138
197.8 7532
197.5 1730
286.5 8016
492.6 8509
197.8 3706
197.5 8904
197.5 910l
197.5 9299
286.5 9588
226.5 98J2

TABLE 4
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TABLE {
PROPOSED INVESTMENT SCHEDULE
AND WELL SUMMARY
MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN

PHASE 11

TOTAL PHASE

INJECTORS INVESTMENT
DRILL: PRODUCERS = cvcvscvemmocscnarananncnas ceseenmcsoesnacans

---------------------- DRILL CONY WORKOVER . CuM

INVEST WELL RESERVES  INV WELL WELL  WELL IRV FACILITY INY INY

PHASE DATE NO. (MBBL) L H NO.  NO. NO. L'} M3 |} MS
It 7 92 101 11 6 98584
1 7 9 103 61 61 9919.4
n 1 92 107 106 106 10025.4
H t 92 13 17 17 100424
i b 92 136 106 106 10148 4
i t 92 140 17 17 10165 4
b g 82 173 108 106 10271. 4
1 8 9 204 17 17 10288.4
I 9 92 208 17 17 103054
i 9 92 210 106 106 10411.4
t 9 9 238 1 16 10427.¢
38 2925 6859 l H | 24 2044 B2 d 10427.4 10427.4

...............................................

TABLE 4
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TABLE ¢
PROPOSED INVESTMENT SCHEDULE
AND WELL SUMMARY
MYERS LANGLIE MATTIX UKIT
RE-DEVELOPMENT PLAN

PHASE 111}

TOTAL PHASE

INJECTORS INVESTMENT
DRILL: PRODUCERS = svvvveeesovencocnscaconase  secvssesasoascnns

---------------------- ORILL CONV WORKOVER CuM

INVEST WELL RESERVES [NV WELL WELL  WELL INV FACILITY INY 1KY

PHASE DATE NO. (MBBL) [} NO.  NO. NQ. | H '} | H M3
i 10 92 -2 150 180.5 13} .5 L 267.% 267.%
i 10 92 P12 180 180. 5 145 7,16 140 3205 588.0
(N 10 92 tre-2s 130 205.5 98 17 123 328.% 916. %
1 10 92 -3 130 205. 3% 139 30 123 1208 12830
bt 11 92 1i-11 110 180.5 2 26 121 303.5  1548.%
y 1t 92 1113 110 180. 5 ¢ 27 3 206.1 439.6 19821
i 11 92 1ni-26 110 205. 5 6 28 123 328.5  2116. 6
b 192 17 90 180.§ 14 4 102 2B2.%  2599.1
i 12 92 119 90 205.5 15 45 12 2715 2876. 8
1 12 92 e 80 130. 5 18 4 &9 249.8 31261
1 12 92 - 80 180.% 25 53 50 230.%  3356.6
Hi 12 92 -1 80 180.§ 29 §5 9 2745 36311
t 1 93 P17 80 180.§ 4 57,77 140 326.5  1951.6
i 1 93 It-1s 80 205.5 {6 19 50 206.1 61.6 44112
i 1 9 .33 80 205.5 54 89 94 299.8 47127
i 1 93 111-20 70 205.5 56 91,93 140 S5 5058.2
b 2 9N 113-29 65 205, 5 58 109 50 2555 83137
Hl 2 9 -3 60 180. 5 53 111 50 230.5 55442
Lhi 2 9N Ii-4 60 180. 5 ’ 60 13 50 230.8  5714)
fii 2 93 31 60 205. 8 75 128 52 263.5 6038.2
i 3 9 B34 60 205. % 76 33 2385 62767
1 39 bi-6 5 180. 5 78 106 206.1 492.6 6769.3
t I 93 19 50 180.§ 80 106 286.5  7055.8
1 1 93 1.2 50 208.5 90 36 2418 72973
i 4 9 1i-24 50 205. 8 92 41 246.5  7543.8
(R 4 93 11-28 45 205.5 94 Kk} 238.5 7171823
H 4 9N -5 43 180. % 251 n 2138 7995.8
bl ¢ 93 110 40 180.§ 112 n 2115 3209.2
bit 5§ 9 14.23 40 208.5 114 106 3118 8520.8
" 5 9 11118 38 180.§ 166 i 2138 87
L s 93 122 30 205. 9 146 33 206.1 446 91N 9
bt 5 9 11132 30 205.3 165 17 222.5 90l ¢4
1t § 9 116 25 120. 8 19 106 286.5 96879
i 6 93 11-27 25 205.5 24 106 3115 9999.4
HI 6 93 11138 20 205.5 208,85 102049
35 2488 6767.% 0 30 28 2613 8244 10204.9 10204.9

................

TABLE 4
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PHASE

INVEST
DATE
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TABLE ¢
PROPOSED INVESTMENT SCHEDULE
AND WELL SUMMARY
MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN
PHASE 1Y

INJECTORS

...................... DRILL CONY WORKOVER

WELL RESERVES  INY WELL WELL  WELL
NO. (MBBL) 4 NO.  NO. NO.
1v-27 S0 205.5 129 10, 13,32
1v-29 90 205.5 147 81
1y-20 80 205.5 9 85
1v.31 10 205.§ 12 86
Iy-10 75 205.5 3l 105
Iv-6 10 205.5 kK] 1135
12 70 205.9 88 117
V-l 70 205.5 104 120
1v-32 70 205. % 3¢ 122
1v-33 70 205. 8 121 138
1¥-34 10 205.5 123 148
1¥-16 10 205. 8 127 152
AR} 60 208. 8 137 154
1v-24 60 205.5 153 157
1v-30 60 205.5 158
1¥-9 §5 208.5 158 181
1y-11 30 2085 164 189
1y-17 50 208.§ 180 192
1v-22 H 205. 5 182 218
1v-2 45 208. % 188 222
I¥-4 4 205.5 190 22U
1v-1 40 205.5 181 228
V-3 {0 208.53 193 231
ty-$ 30 205.5 197 244
1v-12 30 205. 8 217 246
1¥-13 30 205.§ 219 250
1v-18 30 208.8 221 159
1y-23 30 205.5 227
iv.28 30 208.§ 230
1y-26 30 205.5 232-X
iy-28 30 205.5 118
1¥-15 30 205.5 245
1v-19 20 208.§ 24
v-24 20 205. 5 249
I 6987 i 3 28

s nee esee  sasaae

.....

139
€6
66
69
12
62

139
69

139

139

106
52
19

152
50
79
87
87
50
53
$0
19

212

106
3

164
n

106

106

TOTAL PHASE

INVESTMENT
CuM
FACILITY INY INY
L H M | $1
290. 5 290. 5
272.% 561.0
282.§ 845.5
279.§  H125.0
345 1469.5
206. 1 477.6 1947 1
2118 2218.6
27148 24911
2715 271706
267.5 30331
LS 33826
27145 3657.1
345 40016
LS 4346
206.1 §17.6 48837
263.8  §127.2
284.5  S411.7
357.8  576%.2
255.5 6024.7
284.5 6309.2
292.5 6601.7
292.5 6894.2
206. 1 461.8 7355.3
258.5 76143
258.5  7869.18
284.5 81541
417.5 85718
1.5 83833
238.5  9121.8
369.5 9491.3
206. 1 44,6 9935.9
3L 102424
311.5 10558.9
241.5 10800 4
$24. 4 10800.4 10800.4

TABLE 4
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TABLE 4
PROPOSED INVESTMENT SCHEDULE
AND WELL SUMMARY
MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN
PHASE SUMMARY

INJECTORS
DRILL: PRODUCERS c-ccecevccvnnnnnnnnnennnn.
secessrctrtacaacrcacen DRILL CONV WORKOVER ]
INVEST WELL RESERVES  INY WELL WELL  WELL INY  FACILITY
PHASE DATE NO. (ueeL) M NO.  NO. NO. M M3
PHASE 1-1Y 1 91. 142 11050 26931 2 100 94 9823 3297.6

TOTALS I 9l eeeer cceiiiiie ceenne

TOTAL PHASE

INVESTMENT

Cum
INY INY
4 M3

TABLE 4
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TABLE §
PHASE SUMMARY
MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN

1991

TOTAL PHASE

INJECTORS INVESTMENT
DRILL: PRODUCERS = cvvevecconmsonncsannaasonce  tececaueevanaanans

R DRILL CONV WORKOVER CUM

INVEST WELL RESERVES  INV WELL WELL WELL [NV FACILITY INV INY
PHASE DATE NO. (MBBL) ™3 NO. NO.  NO. M3 T M3 I
| [ TR WS 175 180. 5 133 13 216.5 2165
i 1 91 15§ 150 180§ 143 36 216.5  433.0
1 1 st 1-8 150 1805 168 36 216.5  649.5
! 1 91 1-1§ 150 180.% 172 106 286.5  936.0
! 2 91 1-19 150 180.5 176 33 213,85 11498
] 2 91 i-18 150 180.5 178 106 286.5  1436.0
! 2 91 122 150 180.% 199 106 286.5  1722.%
] 2 91 i-17 140 180. 5 201 33 2135 19360
! 391 1-33 135 180.% 203 36 216.5  2152.%
| 191 1.4 125 180. 5 213 106 206.1 492.6 26451
! 191 1-9 125 180.5 218 106 286.5 29316
i 391 1-u 125 180.§ 234 36 216.5  3148.1
i 9t -3 125 180.3 236 36 216.5  3364.6
' 49t 13t 115 180.5 130 41 221.5 35861
1 ¢ 91 16 115 180.5 13217 197.5 37836
! ¢ 9 1 118 180. 5 142 17 197.5  3981.)
] 591 f-24 115 180.5 144 81 1.5 4222.6
] s o1 1-32 105 180. 5 167 31 2061 419.6  4642.2
| 5 91 1-23 105 180.5 169 36 216.5  4858.7
I 5 91 1.3 100 180. 5 171 38 216.5  5075.2
1 § 51 1-10 110 180.5 177 106 286.5 5381 7
| 6 91  1-26 100 180.5 179 106 286.5  5648.2
[ 6 91 1.27 100 180.§ 200 106 286.5  5934.7
| 6 91  1-29 100 180.5 202 86 236.5  6171.2
| 7 81 1-38 100 180.5 M 17 197.5  6368.7
i 7 9t (-1 95 180.5 216 17 206.1 d03.6 67723
I 7 81 t-21 95 180.§ 233 16 196.5 6968 8
i 7 91 -2 90 180.°% 180.5  7149.3
} 8 91 125 90 180.§ 180.5  7329.8
] 2 91 1-30 90 180.5 180.5  7510.3
i g S1 (-1 80 180.§ 206. 1 386.6  7896.9
| g 91 -1 70 120.§ 180.5  B077.4
| 9 91 }-20 70 180.5 180.5  8257.9
! g 91 I-12 0 180.5 180.5  8438.4
1 9 91 1-28 40 180.§ 180.5 86189
t 9 91  11-30 105 180.§ 170 6 216.5 BB35. 4
)10 91 1125 100 180.5 36-X 164 3445 9179.9
I 10 91 11-22 100 180.5 6 9612.5

38 46 206.1 432.

TABLE 5
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INVEST
DATE

......

TABLE 3
PHASE SUMMARY

MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN

......................

WELL RESERYES

NO.

(MBBL)

INY
LH

....................

.....

1991

INJECTORS

-ORILL CONY WORKOVER
WELL WELL  WELL INY  FACILITY

NO.  NO. NO. L H [ }4

40 33
62 46
64 46
(1] 46
68 46
10 46
72 46
® 33 206.1
96 106
100 106

1 25 142277 1236.6

A

TOTAL PHASE

INVESTMENT
CuM
INY IRY
W M
213.5  9826.0
226.5 10052.5
226.5 10279.0
226.5 10505.5
226.5 10732.0
226.5 10958.%
226.5 11185.0
419.6 11604 6
286.5 118%1.1
286.5 12177.86

TABLE 5
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PHASE

INVEST
DATE
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TABLE §

PHASE SUMMARY

MYERS LANGLIE MATTIX UNIT

WELL RESERVES
(MBBL)

NO.

IRy

N3

-2

Hi-12
11-2%
b1t-30

150
150
130
130

180.
180.
180.
180.
180.
180.
180
180.
180.
180.
180.
180.

180.
180.
205,
208.

T Y T R Y T T I Y Y T T Y R T NV I T I T RN T T R Y AT ]

w o e

RE-DEVELOPMENT PLAN

1992

INJECTORS

DRILL CONV WORKOVER

WELL WELL
NO. NO

WELL

NO.

INY

FACILITY

N3

211
240
242

131
145
98

139

35
37
39
61
63
65
67
€9
71
73
95
97
99
101
103
107
134
136
140
173
204
208
210
238
3.5
7,16
17
30

106
33
106
106
106
36
36
{6
17
106
17
17
106
106
17
17
17
17
106
]
46
6!

106

17
106
17
106
17
1?7
106
16
87
140
123
123

206. 1

2061

TOTAL PHASE

INVESTMENT

CUM

INY INV

M3 M3
213,38 2138
2138 427.0
213.% 640. 5
213§ 854.0
213.5 10675
286.5 13540
419.6 17736
286.5 2060.1
286.5 2146.6
2865 2633 1
216.5  2849.6
216.5 3066.1
226.5 1292.6
187.5 34901
286.5 3176.6
197.5 39741
197.5  4171. 8
286.5 4458 1
492.6 4950 7
197.8  5148.2
197.§  53458.7
197.5  5543.2
197.5  5740.7
286.5 6027 2
226.5 62537
46 6293.7
61 63607
106 6466.7
17 6483.7
106 6589.7
17 6606.7
106 6712.7
17 6729.7
17 67467
106 6852.7
16 6868.7
267.5 1136.2
3J20.5 7456 7
328.5 77852
328.5  8113.7

TABLE 5
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DATE

TABLE &
PHASE SUMMARY

MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN
1992

IKIECTORS

...................... DRILL CONY WORKOVER

WELL RESERVES  INY WELL WELL  WELL INY  FACILITY

NO. (MBBL) WS NO.  NO. NO. us '3
thi-1r 110 180.§ 2 26 13
11i-13 110 180.§ 4 21 53 206.1
.26 110 205. 5 3 28 123
-2 90 180. % 14 43 102
1119 90 205.§ 15 BN
1t 80 180.5 18 41 69
-3 20 180. 5 28 53 50
1E-14 80 180.5 29 $5 94
37 2970 6778.% 0 24 38 3103 618.3

TOTAL PHASE

INVESTMENT
CuM
INY INY
'H My
303.85 84122
439.6 8856.8
328.% 91853
282. 5 9467.8
277.8 87453
249.%  9994.8
230.5 10225.3
274.5  10499.8

TABLE 5
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PHASE

INYEST
DATE

TABLE 5

PHASE SUMMARY

MYERS LANGLIE MATTIX UNIT

......................

WELL RESERVES
{MBBL)

NO.

INY

L

....................

F11-38
1v-27
1y-29
Iy-20
1y-31
1v-10
tv-§
Iv-7
1v-14
1v-32
1v-33
1y-34
{v-16
1v-8
1v-24
1¥-30
Iy-9
1¥-11
1v-1?

205.
180.
180.
208.
. 208,
205,
180.
180,
205,
180.
208.
208.
180.
205.
205.
205.
205.
205.
205.
20§.
205.
208.
205.
205,
205.
208,
2085,
205,
205.
205,
205,
205,
208,

1993

RE-DEVELOPMENT PLAN

INJECTORS

..........................

DRILL CONY WORKOVER

WELL WELL
NO. NO

WELL
KO.

M3

M3

..............................

251
112
114
266

129
14

12

3

33

114
104
116
121
123
127
137
153
158
158
164
180

146
165
19
]

10, 13,32
81
85
86
105
118
117
120
122
138
148
152
154
157

181
189
192

140

50
50
58
33
106
106
36
41
n
33
33
106
N
33
17
106
106

85
67
77
1
139

66
69
12
62
139
69
139
138
106
LH
79
152

206. 1

206. 1

206. 1

206.1

TOTAL PHASE

INVESTMENT
cuM
INY INVY
K3 LH
320.% 320.8
461.6 782.1
299.5 1081.6
345.5 14271
255.5  1682.6
230.% 18131
2308 2141.6
263.5  2407.1
238.5 2645.6
492. 6 31382
286.5 LY
2415 3686.2
246.5  31%12.7
238,85 41581.2
2135 438407
2135 4578.2
3118 48897
2135 5103.2
446 S547.8
222.5 571703
286.5 6056.8
3118 613683
205.5  6573.8
290.5 636413
272.8  7136. 8
282.5  7419.13
279.5  7698.8
3448 80433
4771.6  8520.9
271,58 87924
274.5  9066.9
2778 83 d
267.5 9611.9
344.5 9956 .4
2748 10230.9
34409 105754
S 10919 9
517.6 11437.5
263.5 117010
284 5 119855
357.8 123430

TABLE 5
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DATE

......

................

WELL RESERVES

NO.  (MBEL)
1v.22 50
1v-2 45
V-4 15
V-1 40
V-3 40
Iv-§ 30
v-12 30

a8 2678

TABLE 5

PHASE SUMMARY

MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN

INY
LY

208.

1993

INJECTORS

DRILL CONV WORKOVER
WELL WELL  WELL INY FACILITY

NO. NO. NO. L} L}
182 218 50
188 222 79
190 224 87
191 228 87
193 231 S0  206.1
197 244 53
217 H1 50
0 43 40 3968 1236.6

TOTAL PHASE

INVESTMENT
CuM
INY INY
L} L}
255.5 125985
284.5 128830
292.5 13175 %
292.5 13468.0
461.6 13929.6
258.5 14188.1
285.5 14443.6

TABLE 5
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DATE
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TABLE §

PHASE SUMMARY

MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN

WELL RESERVES  (NV |

NO. {mgBL) us

....................

iv-18 30 2085.
1v-23 30 208.
1y-25 30 208,

Iv-1% 30 208.

......

1984

INJECTORS
DRILL CONY WORKOVER

WELL WELL  WELL IRV FACILITY

NO.  KNO. NO. M$ M
219 250 79
223 159 212
227 106
230 33
232-X 164
118 33 206.1
245 106
24 106
249 36
1 8 2 875 2061

TOTAL PHASE

INVESTMENT
CUM
INY INV
M3 L}
284.5 284.5
417.5 702. ¢
3118 10138
238.5  J252.0
369.5  1621.5
4446 2086.1
3118 23118
3115 2689.)
2415 2930.6
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TABLE §
PHASE SUMMARY
MYERS LANGLIE MATTIX UNIT
RE-DEVELOPMENT PLAN

1991-1994

TOTAL PHASE

INJECTORS INVESTMENT
DRILL: PRODUCERS = cvveenccnccncncensvmsnanns  eevensecsasessons
---------------------- DRILL CONV WORKOVER cuM

INVEST WELL RESERVES  INY WELL WELL  WELL  INY FACILITY 1NV INV
PHASE DATE NO. (MBBL)  M$ NO. NO.  NO. us ug u$ us
1991 48 S155 8664.0 1 25 14 2277 1236.6 12177.6 121716
1992 37 2970 6778.§ 0 24 38 2103 6183 10499. 8 10499.8
1993 48 2675 9639.0 0 43 40 3568 1236.6 14443.6 144436
1994 9 250 1849.5 1 8 2 875 206.1 -2930.6  2930.6
1991 -1994 142 11050 26931.0 7 100 94 9823 3297.6 40051.6 40051.6

TABLE 5
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TABLE 6

Summary of Economics - Escalated Case
Project Waterflood Redevelopment
Myers Langlie Mattix Unit
Lea County, New Mexico

Proved
Developed Proved Total
Producing Undeveloped Proved
Effective Date: =0 @2= = = - - - January 1, 1991- - - - - -
Interest:
Working, Decimal = - = -~ - - - - - - 1.00 ~ - = - - - - -
Net Revenue, Decimal = - - - - - - -~ - - 15 - = - = = - - -
Gross Reserves:
0il, MBBL 1,352 11,000 12,352
Gas, MMCF 473 3,850 4,323
Net Reserves:
0il, MBBL 1,014 8,250 9,264
Gas, MMCF 355 2,888 3,243
Net Operating Revenue, M$ 26,715 277,834 304,549
Expenses:
Wellhead Taxes, M$ 1,773 18,441 20,214
Operating Costs, M$ 16,982 47,830 64,812
Total, M$ 18,755 66,271 85,026
Investments, MS$S ' 0 44,119 44,119
Future Net Revenue:
Undiscounted, M$ 7,960 167,444 175,404
Discounted @ 12% MS 6,041 54,419 60,460
Payout, Years - 4.10 -
Annualized Rate of Return, % - 49.90 -
Income/Investment Ratio:
Undiscounted - 4.80 -
Discounted @ 127% -- 2.50 -—

TABLE 6



TABLE 7

Summary of Economics - Unescalated Case
Project Waterflood Redevelopment
Myers Langlie Mattix Unit
Lea County, New Mexico

Proved
Developed Proved Total
Froducing Undeveloped Proved

Effective Date: = - - - - - - January 1, 1691 - - - - - -
Interest:

Working, Decimal 00— - - - - - - - = 1.00 - = = = - - - - -

Net Revenue, Decimal = - - - = = - = = = VAT
Gross Reserves:

0il, MBBL 1,352 11,000 12,352

Gas, MMCF 473 3,850 4,323
Net Reserves:

0il, MBBL 1,014 8,250 9,264

Gas, MMCF 355 2,888 3,243
Net Operating Revenue, MS$ 21,046 171,179 192,225
Expenses:

Wellhead Taxes, MS$ 1,397 11,362 12,759

Operating Costs, M$ 12,768 26,064 38,832

Total, M$ 14,165 37,426 51,591
Investments, MS$ 0 40,052 40,052
Future Net Revenue:

Undiscounted, M$ 6,881 93,702 100,583

Discounted @ 12% M$ 5,342 31,414 36,756
Payout, Years -= 4.27 -
Annualized Rate of Recturn, % - 41.24 -
Income/Investment Ratio:

Undiscounted -- 3.34 -

Discounted @ 12% -- 1.95 C -

*Payout based on project effective date

TABLE 7



RYERS LANGLIE MATTIX UKIT (PROVED)

TABLE 8 DATE: 02/05/91
TINE: 09:23.39

FILE: PRO2

CETH: 8

RESERVES AND ECODNDRICS
SIRED OPERATIRG IKC ESC
AS DF JAKUARY 1, 1991

--PR}CES--- ~—--———~DPERATIDNS, RK§--v-m—-- 12.00 RCT
-ENB- ---CROSS PRODUCTIDN--- ----RET PRODUCTIDN---- DBIL GAS  MNET DPER  SEVepDV¢ RET DPER  CAPITAL CASH FLON Cum. DISC
MD-YR DIL. BKRL GRS, MACF DIL, MBEL GAS, MHCF S/F /M REVENUES  NF TAXES EXPENSES CDSTS, M6 EKTAX., Ms ETAX, NS
12-91 397141 133.999 297.836 104.250 20.54 2.20 6348.383  421.373  1972. 247 12508.809 -8054. 044 -6025.061
12-92 705, 431 245 902 529.073 185.177 21.78 2.33 11933.037 793.382 2328.383 11432.543 -2601.271 -10170.123
12-93 1141543 379.575 836.232 299.681 23.08 2.47 203505.005 1361.020 2991. 420 16670.387 -518.072 -10494.338
12-94  1280. 250 448 087 940.188 336.065 24.47 2.62 24374.209 1417.838  3337.012 3307.381 15911.978 123.720
12-9% 1192 989 417 545 894.742 313.160 25.94 2.78 24077.650 1598.022 3759.749 000 18717.839 11349.962
12-%¢ 1102 064 385.702 826.56G3 289.277 27.49 2.94 23573.851 1344.714  3935. 843 (000 18073.269 21065457
12-97 995. 030 244,786 738.787 78.575 29.14 3.12 22335.294 14B2.571 4172.020 .000 16681.703 29055.620
12-98 843. 231 295.132 632.423 221.349 30.89 3.31 20267.747 1345.271  4234.99¢ 000 14485.480 30335.972
12-9¢9 722.132 252.733 541,614 189.565 32.74 3.50 18398.969 1221.232 4491 216 (00 12484.521 40180.189
2- 0 $34. 167 221.938 475.626 166.468 34.71 3.71 17126.75%1 1136.787 4227 559 000 11762.405 44190.308
12- 1 303. 403 176,283 377.706 132.197 36.79 3.94 14416.811 936.916 2494 448 .000 10965.427 47528.172
12- 2 433, 247 138. 636 339.93% 118.977 39.00 4.17 13703.622 912.897 2644 138 .000 10196.589 506299.450
12- 3 407. 923 142.773 305.942 107.080 41.34 4.42 13120.979 870.907 2802 784 (000 9447.290 52391.97¢6
12- 4 367.130 128.494 275.343 95.372 43.82 4.49 12517.422 830.8437  2970.9%51 000  B713.626 54480348
i2- 3 330417 115,844 247,813 86.735 46.45 4.97 11941 813 792.624  2928. 255 000 8222.734 36071.844
$I0T 11085 343 2873.234 8299.788 2904.928 29.58 3.17 254710.343 16906.397 49291.282 4411%.119 144393.547 54071 044
REN. 1286. 023 450.108 944.518 337.582 49.80 5 34 49838.904 3308.057 15520. 389 .000 31010.458 40459.498
1076l 12352 466 4323.342 9264.306 3242.510 31.69 3.39 304549.247 20214.434 64811 671 44119.119 175404.003 40459.493
tiun. 14515.212 42854.774 ¥ET DIL REVEMUES (MS) 293353.501 -—=———---PRESENT WORTH PROFILE----—vm--
NET €AS REVEWUES (N$) 10995.746 DISC PR OF RET DISC PR OF ke1
BLT. 268488. 618 44978114 TOTAL  REVERUES (BS) 304549. 247 RATE BTaX, ns RATE RIAX, #s
£78% BATE OF RETURK (FCT) PROJECT LIFE (YEARS) 206.37¢ L0 175404 002 30.0 156859.521
ETAX PAYBUT YERRS DISCOUNY RATE (PCT) 12.000 2.6 143730.379 35.0 11948 959
ETAX PAYDUT YEARS (DISC) CROSS DIL HELLS .6C0 5.0 108397.314 40.0 8327.571
FIAX RET IMCOME/IRVEST ERDSS 6AS HELLS _00g 8.0 83625. 916 45.0 5600743
ETAX XET IMCOME/INVEST (DISC) EROSS NELLS 000 16.0 70888.198 50.6 3511.88¢
‘ 12.¢ 804359 . 498 60.0 611.732
15.¢ 48084. 064 76.0 -1215.331
18.0 28406559 80.0 -2403.813%
28.0 33485. 887 90.0 -3193.317
5.0 23688 . 894 104.0 -3724. 444

TABLE 8



NYERS LANELIE MATTIX UKIT (PDP) TABLE 9 DATE: 02/05/91

LANELIE NATTIX 7 RURT Q¥ CRE . TIRE: 09:23.39
LiA, ¥ FILE: PRO2
OPR: YEXACO CETE: 42

RESERVES AED ECDMNDRICS

SIRED DPERATIXG INC ESC
AS DF JAKUARY 1, 1991

--PRICES--- --------DPERRTIGNS, M$-------- 12.00 RCT
-ERD- ---CROSS PRODUCTIDHM--- ----MET PRODUCTIDN---- OIL GRS  NET DPER  SEVeADU¢ KET GPER  CAPITAL  CASH FLON CUB. DISC
WO-YR OIL, MERL GRS, MACF DIL, MREL GRS, MACF S/ s/M  REVENUES 'WF TAXES EXPENSES  COSTS, B$ FKIAX, M§ KTAX, H$
12-94 252,711 §9. 449 189.333 $5.337 20.54 2.20 4039.630 268.130 1627 102 060 2144.393  2027.350
12-92 194878 §8.137 145,007 51.102 21.78 2.33 3298.651 218.948 1354 849 000 1524.834  3314.49¢
12-93 177,155 §2.004 132.866 45.503 23.08 2.47 3181.868 211.194 1448 141 000 1322.511  4311.247
12-94 143 144 30.100 107.338 37.573 24.47 2.62 2725.264 1580.889  1554.19¢ 060 988.179 4976 224
12-9%5 130. 261 43.392 97.898 34.194 25.94 2.78 2828.798 174.487  1649. 348 000  804.743  54359.734
12-96 108. 789 38.076 81.592 28557 27.4% 2.94 2327.199 154.448  1814.574 000 556.130  5738.084
12-97 93 999 34 549 74249 25,987 29.14 3.12 2244.823 147.000 1713571 000 382.204  5941.177
12-98 90. 038 31.331 67.546 23.648 30.89 3.31 2165.33% 143.724 1814 1385 090 205.230  6028.945
12-99 81.9%1 28.493 61.485 21.520 32.79 3.50 2088.717 133.638 1925. 348 .000 24,711 6038.33¢
12- 0 74. 602 26,113 35.932 19.583 34.71 3.71 2014768 133.729 1874.287 .000 6.752 6040 633
-1
12- 2
12- 3
12- 4
12-5
$TOT 1302 4D 473.342  1014.305 353.007 25.39 2.72 26715.039 1773.209 149682033 .G00  7939.767  4040.483
REN. . 000 . GO0 .000 .09 .60 .00 000 .000 . 000 . 000 .060 6040483
TOTAL  1352. 406 473,342  1034.305 355.007 23.39 2.72 26715.039 1773.209 16982. 083 000 7959.767  6040. 683
cun. 14018, 212 42654.774 ¥ET DIL REVENUES (B$) 25730. 696 ~--------PRESENT WDRTH PROFILE--~------
¥ET CAS REVEKUES (NS) 964.363 DISC PN DF MET DISC PN OF RET
uLr. 13848. 618  43128.11¢6 TOTRL  REVERUES (1) 26713.05% RATE  KTAX, N§ RATE  EKTAX, 1§
ETAX RATE OF RETURN (PCT) 100.00  PROJECT LIFE (YEARS) 10.000 .0 7939.767 30.0 4483.024
ETAX PAYDUT YEARS .00 DISCOUNT RATE (PCT) 12.000 2.0 7358 607 33.0 4197214
BTAX PAYBUT YEARS (DISD) .00 CROSS DIL MELLS .000 5.0 7026985 40.0 3931. 560
BTRX NET INCOBME/INVEST .00  ERDSS GAS MELLS : .000 8.0 §366. 047 453.0 3738.401
ETRX MET INCOME/INVEST (DISC) .00  GROSS NELLS .000 10.0 $291.883 50.0 3351.839
12.0 $040. 683 $0.0 3241.104
INITIAL .1 FRACTIDN 1.000000  INITIAL NET DIL FRRCTION . 730039 15.0 5701. 424 70.0 2992.920
FIRAL W1, FRACTIONW 1.000000  FINAL NET BIL FRACTION . 736000 18.0 3400. 884 80.0 2796.199
PRODUCTIDN START DATE 5- 1-90  INITIAL NET OAS FRACTIDN . 730000 20.0 5219.085 %0.0 2621.470
NONTHS 1K FIRST LIRE 12.00  FIMAL  NET GAS FRACTIDN . 730000 2.0 481%9.124  100.0 2478.788

TABLE ¢



HYERS LANGLIE MATTIX GHIT (PUD) TABLE 10 DATE: G2/05/91
LARELIE HRTTIX 7 BURS @M GRE TINE: 9:23.39
LEA, N FILE: PRD2
OPR: TEXACD 6ETH: 43
. FESERVES AND EECDNDBNICS
SIRCD OPERATING INC ESC
85 OF JANUARY 1, 1991
--PRICES--- --------DPERATIONS, M$---—----- 12.00 PCT
-EHD- ---CROSS PRODUCTION--- ----NET PRODUCTIOR~--- DIL  ©€AS KET OPER  SEVeRDU+ RET OPER  CAPITAL  CASK FLON Cun. DISC
Mi-YR DBIL, nmERL CGAS. MACF DIL. MRBEL GRS, MMCF S/k  6/M  REVENUES WF TAXES EXPENSES  CDSTS, BS KTAX, M$ ETaX, s
12-91 144 430 50.530 108.323 37.913 20.54 2.20 2308.733 133.243 340 143 12308 609 -10498.442 -10052.411
12-92 918, 7% 178.763 283.066 134.074 21.78 2.33 8654.386 574.434  773.514 11432.543 -4124.105 -13484 619
12-93 934. 488 337.571 723.368 253.178 23.08 2.47 17323.137 1149.824 1343 439 14670.387 -1840.533 -14805.405
12-94 1137106 397.987 852.830 298.490 24.47 2,62 21648.947 14356.949 1780.816 3307.381 14723.799 -4852.501
12-95 1882, 72 371.954 797.045 278.968 20.94 2.78 21445.852 1423.530  2110. 201 000 17913.116  5910.228
12-9% 993. 215 347 626 744.911 260.720 27.49 2.94 21246.652 1410.246 2319.292 000 17317.114 15307.371
12-97 884, 001 310.187 664.538 232.588 29.14 3.12 20091.46% 1333.571  2438. 449 000 14299.449 23114443
12-98 753 143 263.401 564.857 197.701 30.6% 3.31 18102.408 1201.547  2420. 811 .000 14480.230 29307.047
12-99 640. 171 224.040 480.128 163.045 32.74 3.50 16310.252 1082.394  2545. 848 .000 12461.810 34141.808
12- 0 3039363 195.847 419. 674 146.885 34.71 3.71 13311.983 1003.058 2333.272 000 11755.433 38149.420
12-1 303. 608 178,283 377.708 132,197 36.79 3.94 14416.811 936.916 2494 448 000 10965.427 41437.439
12- 2 433. 247 158. 636 339.933 118,977 39.G0 4.17 13753.622 912.897  2644.13¢ 000 10194.589 44258.747
12- 3 407. 923 142.773 305.942 107.080 41.34 4.42 13120.979 870.905 2802 784 000 9447.250 44351.293
12- 4 3§7.130 128.49¢6 275,342 96.372 43.82 4.49 123517.422 1 830.845  2976.9%1 .G00  8713.626 4843%.663
12-5 330. 417 115. 646 247.813 85.735 446.45 4.97 11341683 792.624 2926235 000 8222.734 50030381
STBT 9713977 3399.892  7285.483  2749.921 30.16 3.23 227995.284 15133.188 32309.199 44119.11% 134433.778 50030.361
REN. 1286. 023 430.108 964.518 337.582 49.80 5.34 49838.904 3308.057 13520. 389 000 31010.438 54419.013
TOTAL 11000 000  3830.000  8250.001  2887.503 32.46 3.47 277834.188 18441.247 47829.588 44119.119 167444.23§ 54419.013
cun. . 60o . 000 NET DIL REVEMUES (B$) 267802.803 -—--—---PRESENT WORTH PROFILE---------
NET GAS REVENUES (R%) 10031.333 DISC P DF MET DISC PN DF NET
ULT. 11000. 660  3830.000 TOTAL  REVEMUES <B$) 277834.188 RATE  KIAX, M§ RATE  RTAX, NS
RTAX RATE OF RETURK (RCT) 47.89  PROJECT LIFE (YEARS) 20.376 .0 147444.230 30.0  12374.497
ETAR PAYDUT YEARS 410  DISCOUNT RATE (PCT) 12.000 2.0 13an.7n2 35.0 7731.748
ETAX PAYDUT YEARS (DISD) 4.4  GROST BIL KELLS .000 5.0 101370.329 40.0 4376.011
KTAX MET IMCOME/INVEST 4.80  GROSS 6AS HELLS .000 8.0  77059.869 45.0 1862. 352
ETAX MET INCOME/INVEST (DISC) 2.50  GROST MELLS .000 10.0  44396.315 30.0 -39.939
12,0 34419.615 60.0  -2629.372
INITIAM N.I. FRACTIODNM 1.000000  IMITIAL NEY DIL FRACTIDM . 736000 13.0  42384.642 70.0  -4208.451
FINgL N 1. FRACTIDN 1.000000  FINAL  NET BIL FRACTIDM . 730000 18.0  33207.673 80.0  -5194.014
PRODUCTIDN START DATE 1- 1-91  INITIAL MET GAS FRACTIDN .756000 20,0 28266.802 96.0  -5814.787
HONTHS IN FIRST LINE 12.00  FINAL  MET GAS FRACTIDN . 730060 25.0 18869.770¢  100.0  -6203.432

TABLE 10



NYERS LANGLIE MATTIX UNIT (PROVED)

SIZCD DPERATING IMC UMESC

TABLE 11

RVES

- - . = = = - -

ARD

AS OF JAKUARY 1, 1991

ECBNDRICS

CAPITAL
CoSTS, N8
12177 .¢00
10499. 600
14443400
2930. 600
. 038

.000
030
. 000
. 060
. 000

.000
.080
.000
. 000
. 000

. 600

.08

DATE: 02/05/91
TIRE: 08:19.29
FILE: PRD2
CETH: 4

CASH FLOW
BTAX, NS
-8327.597
-2389.107

-448. 860
12942.334
14433.550

13147 440
11448.421
9507. 963
7748.829
6777.722

5960.839
3229.148
4570. 643
3977.982
3346. 581

88120. 104

12442643

12.00 P07
Cun. pIsc
kTAX, B$
-7818.327
=9733.184
-10079.725
-1443. 285

7226.838

14279. 9535
19743.493
23829. 635
26728.453
25097. 150

30913.433
32334.83¢
33443.971
343035. 851
349%0.790

349%0.790

36756.073

788  40031.600 100082.734 36706.073

----=-—--PRESENT WORTH PROFILE---------

--PRICES--- -------=-DPERATIDNS, M§--------
-END-  ---CROSS SRODUCTION--- ----HET PRODUCTICN---- GIL GRS  KET OPER  SEVeADU+ MET OPER
MC-YR DIL. MKEL GRS, MWACF OIL., MEEL GAS, MMCF S/k s/ REVENUES  MF TAXES EXPENSES
12-91  397.141 138 989 297.85  104.230 20.00 2.14 6180.215 410.212 1920 0O
12-92 705431 246,902 529.G673 185177 20.60 2.14 10977.738 728.447  2138.400
12-93 1141 443 399575 856.232 299 481 20.00 2.14 17765.957 1179.217  2592.000
12-94  1280.250 448 087  950.188 336 065 2000 2.14 19922.940 132238  2727. 400
2-95 1192989 417.546  §94.742  313.140 20.60 2.14 18565002 1232.252  28%9. 200
12-96  1102.004  385.702 926,502  289.277 20.00 214 17149113 1138.273 2863200
12-57  985.050 344,768 738 787 238.575 20.00 2.14 13329.090 1017.469  2863.200
12-98 843231 295.132 432,423 221.349 20.00 2.14 13122.147 §70.984  2743.200
i12-99 722,152 252733 541 614 189.565 20.09 2.14 11237.949 745.920 2743200
13- 0 434167 221958 475626 166.468 20.00 2.14 9868.762 455.040  2434.000
12- 1 503.408  176.263  377.706  132.197 20.00 214 7837.022 520.183 1356000
$2-2 453297 158.63%  239.935  118.977 20.00 2.14 7653.311 46B.163 1356000
12-3  407.923 142773 305.942  107.080 20.00 214 £347.991 421,343 1356 0OC
12- 4 37.130 128,496  275.3¢8  95.372 20.00 2.14 5713.196 379.214  1356.000
12-5 330417 11564  247.813  86.733 20.00 2.14. 5141.873 341.292  1260.000
STGT 11066383 2073.233  8299.788  2904.928 20.00 2.14 172212 306 11430.660 32610. 600
REM. 1286 023 450.108  964.518  337.382 20.00 214 Z0012.786 1328.350 4221788
TOTAL 12352 406 4323.32  9264.306  3242.510 20.00 2.14 192225.092 12758.930 38831.
UM 14516212 A2454.774 RET DIL REVENUES (M%) 183286.120
NET CAS REVERUES (1S) 6938.972  DISC
WT. 26868618 48978116 TOTAL  REVEMUES (%) 192225092  RATE
BTAX RATE OF RETURN (PCT) PROJECT LIFE (YERRS) 20,376 0
KTAX PAYOUT YEARS DISCOUNT RATE (RCT) 12.000 2.0
¥IAX PAYDUT YEARS (DISC) SROSS DIL MELLS 000 5.0
ETAX MET 1HCOME/INVEST GROSS GAS MELLS 000 8.0
ETAX NET INCDME/IRVEST (DISC) CROSS WELLS 000 100
12.0
15.0
18.0
2.0
2.0

PR OF MET
KTAX, R$
100582.
83636.
64352,
30248. 007
42886.038
36756.073
29341.081
23337819
20351. 280
14138751

pIsC
RATE
30.0
35.0
40.0
43.0
50.0
60.0
70.0
80.0
90.0
100.9

PR BF XET
k1A%, ns
9704. 200
§435.724
4024.740
7173.930

744, 433
-123%4. 459
-2517.830
-3335.76%
-3872. 549
-4226.082
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MYERS LANGLIE MATTIX UNIT (PDP) TABLE 12

DATE: 02/00/91
LANGLIE MATTIX 7 RURS @X CRE TINE: 08:19 29
LER, Nt FILE: PRO2
BPR: TEXALD GETH: 42
RESERVES AND ECORDEICS
SIRCD OPERATING INC UNESC
AS OF JAKUARY 1, 1991
--PRICES--- —---—-—-0PERATIDNS, NS=-oceen-—- 12. 00 PCT
-EXD-~ —-GRDSS PRODUCTIDM--- ----KE! PRODUCTION---- BIL  6AS  NET DPER  SEU+ADU+ RET OPER  CAPITAL CASH FLDY CUm. DISC
HO-YR DI, #EEL €as, #MCF OIL, ngkl ©aS, MACF S/ /M REVERUES  MF TAXES EXPENSES  COSTS, fS ETaX, Ms ETa%, 3
12-91 252,711 &8 449 189533 $6 337 2000 2.14 3932.621 261.028 1534. 000 Q000 2087.593  1973.444
12-97 194 &7% $8.137 145007 31.103 20.60 2.14 3029.500 201.083 1428 000 G080 1400.417 3155 7¢9
12-93 177133 42.004 132. 888 45.503 20.60 2.14 2756.838 182.985  1428. 000 (00 1145.850 4019.374
12-94 143 144 5. 160 107.358 37.575 20.00 2.14 2227.571 147.855  1272.000 0630 R07.716 4542910
12-8% 130, 281 47,392 97.894 34.194 20.00 2.14 2027.095 134.048  1272. 000 . 060 620.547 4935 753
17-938 108. 789 38.07¢ 81.592 28.557 20.00 2.14 14692.932 112.370 1176.00C 040 404.582 3152.793
12-97 §3 997 34 447 74 249 25.987 20.00 2.14 1540.592 102.257 1176.000 .G30 262.330  5278.44¢
12-98 90. 688 31,531 67.386 23.648 20.00 2.14 1401927 93.054 1176.000 .G00 132.873  5335.270
12-99 f1 331 25693 81.486 21.520 20.00 2.14 1270.773 84.880 1176. 000 020 15.093 5341.033
12- 0 74. 602 26.111 35.952 19,582 20.00 2.14 1160.948 77.058 1080 000 . 060 3.8790 5342.3%%
12- 1
12- 2
12- 3
12- 4
12- 3
€707 1352, 40% 473.342 1014305 355.007 20.00 2.14 21043.815 1396.919 12768.000 000  6880.8%% 5342.359
REN. 000 000 .00 000 .00 .Q0 .000 .062 . 000 .00 000 5342.309
TOTAL 1352, 404 473 32 1014.305 305,007 20.60 2.14 21045.815 1396.919 12748. 000 .B00 4880.896 5342.339
cun. 14016212 42454.774 ¥ET DIL REVENUES (1%) 20286.100 ==-=-——=-PRESERT WDRTH PROFILE---------
MET GAS REVERUES (1% 739.715 DISC PU OF NET DISC B DF NT
Hnr. 13858 818 42128 114 TOTAL  REVENUES (15) 21045.813 RATE RTRX, Ns RATE kKTRX, N3
ETAX BRTE OF RETURN (PLT) 100. 00 PROJECT LIFE (YEARS) 10. 0600 ! 6380 . 876 30.0 40738 784
ETAX PAYDUT YEARS .00 DISCDUNT RATE (PCT) 12.000 2.8 §562.333 33.0 3818.422
ETAX PAYDYT YERRS (DISC) .08 SROSS DIL RELLS . 000 5.0 $137.88¢ 40.9 3610. 8
ETAX RET IRCORME/IMUEST .00 EROSS CAS RELLS .60 8.8 5767 .483 43.0 3429304
ETAX RET INCORME/ZINUEST (DISC) .06 CROSS MELLS .060 10. 0 9544 . 048 50.0 3249.618
12.0 3342. 359 0.0 3081.503
IRITIAL . 1. FRACTIDX 1.000000 INITIAL MET BIL FRACTIDN . 790000 15.0 5045. 938 70.0 2785.381
FINAL W.1. FRACTIDN 1.000200 FIRAL  NET BIL FRACTIER . 730000 18.0 4815.7%2 86.0 2607.387
PRDDUCTIDN START DATE - 1-90 IRITIAL NET GAS FRACTIDR . 7306000 20.0 4470136 $06.0 2438.217
HONTHS IX FIRST LiKE 12.60  FIMAL  NET €AS FRACTIOR . 730000 5.0 4339 144  100.0 2331.294

TABLE 12



MYERS LANGLIE MATTIX UNIT (RUD) TABLE 13 DATE: 02/05/91
LAKCLIE MATTIX 7 RURS QN GRK TINE: 03:15.29
LER, M FILE: FRD?

OPR: TEXACD CETE: 4

RESERVES AKD ECONONICS
SIRGE DPERATING INC UNESC \
#S OF JANUSRY 1, 1991
--PRICES--- =-------DPERATIONS, M§-------- 12,00 PCT

-END- ---GROSS PRODUCTION--—- ----NET FRODUCTION-——- OIL GRS  NET DPER  SEVADV+ NET DPER  CAPITAL  CASH FLOW CUM. DISC
MG-YR DIL, WEEL GRS, MNCF DIL. MREL GRS, MMCF $/k S/ REVENUES WF TAXES EXPENSES  COSTS, s ETX, M$ ETAX. Ms
12-¢ 144. 430 50.550  108.323 37913 20.60 2.14 2247594 149.184 336,000 12177.600 -10415.190 -9792.173
1292 SI0.755 178.765  383.086  134.074 20.00 2.14 7948.238 527.564  710.400 10499.800 -3789.526 -12945.955
12-93  964.488 367571 723.366  253.178 20.80 2.14 15069.121 996.231 1164.000 14443400 -1594.710 -14099.099
12-94  1137.106  397.987  852.830  298.490 20.00 2.14 17495.369 1174.531 1455.600 2930.400 12134.638 -6008.173
12-95  1082.72 371.954  797.046  278.946 20.00 2.14 16537907 1097.704  1627. 200 090 13813.003  2291.08%
12-98 993215 347.628  744.911  260.720 20.00 2.14 15456.161 1025903 1687, 200 000 12743.058  9127.142
12-97  885.051  310.117  664.538  232.588 20.G0 2.14 13758.498  915.212  1487.200 600 11186086 144¥5.047
12-98 753143 253.601  564.857  197.701 20.00 2.14 11720.220 777.930  1567. 200 000 9375.030 18494.385
12-99 40171 224.060  430.128  168.045 2000 2.14 9962176  661.240  1567. 200 600 7733.736 21447.420
12- 0 559.565  195.847  419.674  146.885 20.00 2.14 8707814 577.982  1336.000 000  6773.832 23756.801
12-1 503.608  176.263  377.706  132.197 20 00 2.14 7837.022 520.183  1336.000 000 5960.839 25571.274
12- 2 453.247 158636  339.935  118.977 20.00 2.14 2053.311 448.163  1336.000 060 5229.148 26992.477
12-3 407923 142773 305.942  107.080 20.00 2.14 6347991 421.343 1356000 000 4570.643 28101612
i2-4 713 128.49%  275.348 95.372 20.00 2.14 5713.196 379.214  1336.000 000 3977.982 28943.502
12-5 330417 115.645 247813 85.735 20.00 2.14 5141.873 341.292  1260.000 030 3540.581 29648431
SI0T  9713.977  3399.892 7285483 2547.921 20.00 2.14 151146.491 10623.681 19842.000 40051.600 81239.210 29643431
REM. 1285023 430.108  964.518  337.582 20.00 2.14 20012.786 1328.330 6221 788 000 12462649 31413714
TOTAL 11000000  3850.000  8250.001  2887.503 20.00 2.14 171179.277 11362.031 26063.783 40051.4C0 93701.838 31413 714
cuR, 000 000 MET BIL REVENUES (M) 165000020  -—------<PRESENT WORTH PROFI{E---------

MET £AS REVENUES (M) $179.257  DISC  PWOF KET  DISC P OF KET

ULT.  13000.006  3850.000 T0TAL  REVENUES (M$) 171179.277  RATE  KTAX, MS  RATE  KTAX, RS
ETAX RATE OF RETURR (PCT) 41.24  PROJECT LIFE (YERRS) 20.376 0 93701.858  30.0 5645616
ETAX PAYDUT YEARS 4.27  DISCOUNT RATE (RCT) 12.000 2.6 77067.952  35.0 2637099
KTAX PAYDUT YEARS (DISD) 4,72 CROSS DIL WELLS .00 5.0 58214.806  40.0 413,959
ETAX NET INCOME/INVEST 3.34  GROSS 6AS MELLS 000 8.0  44480.524  45.0  -1255.424
ETAX MET INCOME/INVEST (DISC) 1.95  GROSS MELLS 000 10.6  37339.950  50.0  -2525.145

12.0  31413.714  60.0  -4255.972

IRITIAL R.1. FRACTION 1.000000  INITIAL NET DIL FRACTIDM 750000 15.0  24275.123 0.0 -5303.211
FIMAL  H.1. FRACTION 1.000000  FINAL  NET DIL FRACTION 750000 18.0  18717.867  80.0  -5943.152

PRODUCTIDN START DATE 1- 1-91  INITIAL RET GAS FRACTIDN 750000 20,0  15681.124  90.0  -4330.76¢
HONTHS IR FIRST LINE 12.00  FIMAL  RET GAS FRACTIDN 756000 25.0  9799.607  100.0  -6557.37%

TABLE |



=—a9

T/ UNITIZED INTERVAL

jore bk LA
e, 1 1188 Wmett o t14
oy ittt _BALILE
T Emtres—T T
G fu—
. L NTIN P, Aitih
“watite o P""""’
oa et 13il. - amdd Ll ..
rew
| Sy G = A .E
i
gn
m
= TR
= :
re 3 : .
- B i s
1T i L 1
v -
Y TR > i il
-~ N WY b il iJ
— g - v o
-
Y1) 1] - hid
XY T
—
T
= -
\-L_.
.:;-»-
—

LI | I Y
G
YL

SEVEN RIVERS FORMATION

E——gy
T T
: THIE
- o 4
L Css =
= = - R
T :
< 4 T".E'- ‘é
- h.
® _""k'—'>
pest < g — -
L yEELE
- ST
*~
4]
ftd -1-44
- (]
S=am ¥
4+
= -1
b } o qui b
=T

}._
7
T

T/ QUEEN FORMATION

T/ PENROSE FORMATION

BASE _
UNITIZED INTERVAL

| et 0 el P
< ! E _‘!: LB
, 5.
-~ u
-3
L P
bt
-
. b
—-—
Smugpans=s

[ 1}

>
1 |4
e
n - '
T1-1 |- [
- SEaREERy pplicy
AT b . 3+ c=RRER
ﬂ-T-—r-I
» .
.b‘*&*b*&&q e e e s e e e o s s o e e e e b e e
el L Tand
- ame0e a0LY
CALIPSR COMPEINSATID NEJTRON

TYPE LOG

MYERS LANGLE MATTIX UNIT
LANGUE MATTIX 7 RWR QN GRAYBURG FIELD

Lea County, New Mexico
Dater Sept. 1989

' T. Scorr HoMAN & ASSGOATES, I

P ETe0 s Ce D B &0t sy T

FIGURE 1



I LA | L I )

RIS TIVT P S EMTON] HO

6002 | 800C [ LOOZ 9002 | 500¢ | ¥00C moow 200

966% | G66% | Y667 [€66F ] C667 | T66F | 0667

1 IRREDE DOODOS bone i TR T

20¢cs

00007

(OH/"IS_E) "lIC

d334d

000007

0JvX3L ‘HdO
0JIX3W MIN °AINNOD V31
849 NO SHAH L XILLVA 3ITONVT

LINN XILLV¥ JIONV] SH3IANW
20 86a 40 ]

{20Q907

o

FIGURE



kst
R

1l NOLLYOOT HOLOINITG” . MOLOINI NI-LNHS'W

,Z,... S:rouoz- °.—-4 .- .n
NOISHIANOD 03S0d0Yd'Y - HOLOICNI 3ALOV

/1 HaroaeN aaNOGNYEY Y NOLLYDOT ¥30NC0YNd o

“| | ¥3onaoyd aaNoaNvey e ;i ¥3IONAOUd ®

 OJIXAM MHN ‘ALNNGO VI
CIAd GuD N SUAYN 4 XLLLVIU HrIONVI
LINN XLLLVA ATIONYT SYFAR

.. . OOVXAL .-

: lg - TIVAYEINI NFIND 20 dOL

f, oo dVR J4ALONLS

J




1

(" STRUCTURE MAP

TOP OF PENROSE INTERVAL

TEXACO
MYERS LANGLIE MATTX UNIT
LANGLIE MATTIX 7 RVRS QN GRB FIELD
LEA COUNTY, NEW MEXICO

O PRODUCER LOCATION AK ABANDONED INJECTOR

TO INJECTION
A\SHUT-IN INECTOR  .B.INJECTOR LOCATION

Q 2000°

— DATE:

i<

/ol.uluudal
242 241 240

e PRODUCER A ABANDONED PRODUCER ,

A ACTIVE INJECTOR 8, PROPOSED CONVERSION

J

|




_ -
(" OIL NET PAY 150PACH

QUEEN SAND

TEXACO
MYERS LANGLIE MATTIX UNIT
LANGLIE MATTIX 7 RVRS QN GRB FIELD
LEA COUNTY, NEW MEXICO

® PRODUCER A ABANDONED PRODUCER

O PRODUCER LOCATION AKX ABANDONED INJECTOR

ACACTIVE INJECTOR 8, PROPOSED CONVERSION
TO INJECTION

A\SHUT-IN INJECTOR  ,B.INJECTOR LOCATION

DATE:

----------------




|

j OIL NET PAY ISOPACH )
PENROSE SAND u

TEXACO
MYERS LANGLIE MATTIX UNIT
LANGLIE MATTIX 7 RVR3 QN GRB FIELD
LEA COUNTY, NEW MEXICO

@ PRODUCER A ABANDONED PROOUCER:

O PRODUCER LOCATION AK ABANDONED INJECTOR

A ACTIVE INECTOR 8, PROPOSED CONVERSION
TO INJECTION

A SHUT-IN INECTOR  S.INJECTOR LOCATION

NR = PENROSE NOT REACHED

L] 00"

e DATE: |




4 CURRENT WELL STATUS
(@ 9-1-90) i

TEXACO
MYERS LANGLIE MATTIX UNIT
LANGLIE MATTIX 7 RVRS QN GRB FIELD
LEA COUNTY, NEW MEXICO

& PRODUCER A ABANDONED PRODUCER

© PRODUCER LOCATION AK ABANDONED INJECTOR

AXACTIVE INECTOR 8, PROPOSED CONVERSION
TO INJECTION

A\SHUT-IN INJECTOR DiNxECTOR LocATION
[] 20-acRe proDUCER

L] 2000"

S ) . DATE:

118

T. Scorm HoKMAN & AssaiaTes, e,
( revaerLteE s wWESIBEENSR \\

1
220 221
g
wzjll.
o
- ®

A

£
]

223 9

10 g
g

240

,~u¢ — 0,2 Ao — ~

{ e o o —

250 —

1




PROBUCING WELLS
20 40 60 B0 400 120 440 460.

GOR-MCF/B

0IL PROD.-BBL/DAY,

0

10000

1000

100

10

File: MLMU ., DSF . (
Gat#: 1 WELLS v __ :
=1 . |
r.r:)h-
. “
e il e il -
I LLS.I\L
] =
EN_-_._._ Pl.—.:.:—.
1’5\!(!".1 -
. PRODUCTION
] TEXACO-MYERS LA
“ LANGLIE MATTIX
] " LFA COUNTY
oIL
] e, L
R r1.-._J|.|-J, i o v——
1 N g JIJALf M
1 337% - ?J.I:Ljrsfs
R gg})%
B
]
i GoR
1 WATER PROD, |
- | -]
£ i | i Cf_
Iy ah : W _
\GASRRRAAARRARERRAARANORSRARARACASOARARRAAARSANRALERRARANR] ::MV—:: 182882 R RARAARRR AR RAANRRRRARR AR AR ARANARERAARARARAARRARRADRDRRAREY AR AR AR SRR AR A AR RARRARRRAARSRANRARAARARARRRRARREAAM ﬂ %_:: 022382000 ARARARAS _mn:@ddwu:n _—:—‘_.:a:: TTITOLLLR T VEETTTITYT I b e e s _
© o vy §> - K o W o4 g O g SO H o » o Yy > >
B S S S S R S R I SO S A G N N O SO O S L (.

YEARS



8 JdNoI1d

AvV0/788-"rNI H3LYM ‘AVO/788-"00Hd H3LVM

STI13M NOILO3NNI
09% OrF 027 00 08 09 Or 02 0 0000007

007

0007

00007

000007

SHYJA

A ) “ “ “ “ “ “ “ - “ 3 “ ~
%%.vf A%%v) /m.%wa n%%w; n%%wx A%- n%%wl \Nw%w- .f% n%%ul 0% @% /w%w‘ %f hv@&f A&wx Aw%v \69«0 f@@ ﬁw%v Ofwv @/MO (/wv @/«\0 @/Wv .A/Ww AVWV \C/w: ::_A_a _/_ww: :_:w/_w_v:
aaaptaadi beasasiarsi et i eananaaiea e pnaea v o nigldgdd it b bl it ggaesaeesfrsaaepeggepieasaangsanlsgazaasesss prpnta b inae taanezap e a o ik na adtatgta b in oot ok pa g sRIRARILIRANRENES) :m_-:-:-nh FERIBINIINY —-::-hhhw ::ﬁ::»- USRI ENRUTRSSETINIININIBITEN
, , | | ,
- Ir| | |
] JU i
] H.L “ -
: 1 B :
ST
i _ o9 i
) | ,
§ z_l.,r_ ! i
H E;ELL : _ -
’ 1 -t - .
: Bl I M | s
] : ol L golid-H3LvH ! -
YR L ey e v W LT e B A
JIy Il LF.J._PJJE
] ; SR il __\ R XA Gl jlr:rj&:fi
a3 . o -1 — _‘_1.3_ I 3 .\.f .._w ..'—_..Jy. IWL “_.— ~ i
o _m \...Z.rx!r. .tr_L —.uﬁ_l_..: at .JEI!.H..FZ._._..r_ ...t_| J - i _HJI.._C ...~L._“L|h L
] R UALYN "PNI . i
N gl
B T —
i 110 J.:.r.c i
] OJIX3W M3N °AINNOD V3 i
1 gHNBAYHY D SHAH £ XILLVHW 3II719NV] -
’ LINN XILLVW 3I9NV1 SH3IAW-0IVYX3IL ﬁ
NOILINUOHd
J ] .. !
e
. e E !
o C : 3 uludhaguund-S*S SUNSUR R .L‘L%. ....h{h- ]S.\\llrj L
kFJ(fﬁrmffﬁ. :xtﬁ 5HJ£!L51 — Hﬁ]kﬁij?g IIJ)
o) d![rlIJL !«J”E.Uﬁ.rl .I\Jl b
- __ e
¥0°¥2 B0 0wy ) _ 2 #3609
om\m"\mo ;ajeg . .. , ST, 45U THH B

07

007
‘Av3/788-"004d 110

0007

00007

0

-09% Or} 02F 007 08 09 Oy 02

8/40W-H09

STi34 9NIONAoHd



- R

( Pifastcsw Castassee t\

ULTIMATE PRIMARY #
OIl. RECOVERY, MBBIS

TEXACO
MYERS LANGLIE MATTIX UNIT
LANGLIE MATTIX 7 RVRS QN GRB FIELD
LEA COUNTY, NEW MEXICO

® PRODUCER A ABANDONED PRODUCER

O PRODUCER LOCATION AK ABANDONED INJECTOR |

ACACTIVE INJECTOR 8, PROPOSED CONVERSION
TO INJECTION

A SHUT-IN INJECTOR  BINJECTOR LOCATION

— DATE: 1
Y. Soor HIckMAN & ASSOOATES, INc.

T




_
ﬂ CUMULATIVE SECONDARY )
OIL PRODUCTION
@ 1-1—90, MBBLS
TEXACO
MYERS LANGLIE MATTIX UNIT

LANGLIE MATTIX 7 RVRS QN GRB FIELD
LEA COUNTY, NEW MEXICO

& PRODUCER A ABANDONED PRODUCER

O PRODUCER LOCATION >>m>zoozmc INJECTOR

ACACTIVE INJECTOR  ,8,PROPOSED CONVERSION
TO INJECTION

A\SHUT-IN INECTOR  D.INJECTOR LOCATION
[] 20-acre proDUCER

e DATE:
T. SooiT HiMAN & ASSaOATES, Inc,

( P ETeavtEnu € ™4l 88 as Y,
T
23
S
T
24




2 ! _

. ?mowommu DEVELOPMENT PLAN Jﬁ
e PHASES LILILIV

TEXACO
MYERS LANGLIE MATTIX UNIT
LANGLIE MATTIX 7 RVYRS QN GRB FIELD

. *] A A4 A w LEA COUNTY, NEW MEXICO
QB ey LA
3 4
o
—.l. il L 9 . O & . ® PRODUCER A ABANDONED PRODUCER
4 30 28
R A% 0" a2 ') AT ' A © PRODUCER LOCATION X ABANDONED INJECTOR
A A 5 hn | A ACTIVE INJECTOR 8, PROPOSED CONVERSION
0 0 S o T T TO INJECTION
v A SHUT-IN INECTOR  .BuINECTOR LOCATION

e DATE: o
9 ﬁ T, Soorr HoAN & ASSaaTes, N, L

2 >§—

1
1
29

* 18 L0 ¢
L% 208 30
35 23 33 24 O O ——
S U lh 0 :O O —
, —— —_ - - —— o .%ua \)N‘_ 108 72 23 m 1 224 225 22¢

A Sk e ¥

&

—_— et — ——

Chal E T S s
_ — e S [ L \j Ouu @ Qf

244

A&

i58

r|nj T

N.\Q/Vzg\* os <X

o
[ J

102
L4 103

=8

- I T —
. ,bol— Tay 28 nwnnﬁ—

34
249 230

A
AAS

N *

1

Ao




