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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
NORTH SQUARE LAKE UNIT 
EDDY COUNTY, NEW MEXICO 

THIS AGREEMENT, entered i n t o as of the 4th day of February, 
1999, by and between the pa r t i e s subscribing, r a t i f y i n g , or 
consenting hereto, and herein r e f e r r e d t o as the "parties hereto", 

WITNESSETH: 

WHEREAS, the pa r t i e s hereto are the owners of working, 
r o y a l t y , or other o i l and gas i n t e r e s t s i n the Unit Area subject t o 
t h i s Agreement; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 
Stat. 437, as amended, 30 U.S.C. Sees. 181 et seq., authorizes 
Federal lessees and t h e i r representatives t o u n i t e w i t h each other, 
or j o i n t l y or separately w i t h others, i n c o l l e c t i v e l y adopting and 
operating a cooperative or u n i t plan of development or operation of 
any o i l or gas pool, f i e l d , or l i k e area, or any p a r t thereof f o r 
the purpose of more properly conserving the na t u r a l resources 
thereof whenever determined and c e r t i f i e d by the Secretary of the 
I n t e r i o r t o be necessary or advisable i n the pub l i c i n t e r e s t ; and 

WHEREAS, the Commissioner of Public Lands of the State of New 
Mexico i s authorized by an Act of the Legislature (Section l , 
Chapter 88, Laws 1943, as amended by Section 1 of Chapter 176, Laws 
of 1961) (Chapter 19, A r t i c l e 10, Section 45, New Mexico Statutes 
1978 Annotated), t o consent t o and approve the development or 
operation of State lands under agreements made by lessees of State 
land j o i n t l y or severally w i t h other lessees where such agreements 
provide f o r the u n i t operation or development of p a r t of or a l l of 
any o i l or gas pool, f i e l d or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New 
Mexico i s authorized by an Act of the Legislature (Section l , 
Chapter 88, Laws 1943, as amended by Section 1, Chapter 162, Laws 
of 1951) (Chapter 19, A r t i c l e 10, Section 47, New Mexico Statutes 
1978 Annotated) t o amend w i t h the approval of lessee, evidenced by 
the lessee's execution of such agreement or otherwise, any o i l and 
gas lease embracing State lands so t h a t the length of the term of 
said lease may coincide w i t h the term of such agreements f o r the 
u n i t operation and development of part or a l l of any o i l or gas 
pool, f i e l d or area; and 

WHEREAS, the O i l Conservation D i v i s i o n of the State of New 
Mexico (hereinafter r e f e r r e d t o as the "Division") i s authorized by 
an Act of the Legislature (Chapter 72, Laws of 1935 as amended) 
(Chapter 70, A r t i c l e 2, Section e t seq., New Mexico Statutes 1978 
Annotated) t o approve t h i s Agreement and the conservation 
provisions hereof; and 

WHEREAS, the O i l Conservation D i v i s i o n of the Energy and 
Minerals Department of the State of New Mexico i s authorized by law 
(Chapter 65, A r t i c l e 3 and A r t i c l e 14, N.M.S. 1953 Annotated) t o 
approve t h i s Agreement and the conservation provisions hereof; and 

WHEREAS, the p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t i n the 
Unit Area covering the land hereinafter described t o give 
reasonably e f f e c t i v e c o n t r o l of operations t h e r e i n ; and 

WHEREAS, i t i s the purpose of the p a r t i e s hereto t o conserve 
na t u r a l resources, prevent waste, and secure other benefits 
obtainable through development and operation of the area subject t o 
t h i s Agreement under the terms, conditions, and l i m i t a t i o n s herein 
set f o r t h ; 
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NOW, THEREFORE, i n consideration of the premises and the promises 
herein contained, the p a r t i e s hereto commit t o t h i s Agreement t h e i r 
respective i n t e r e s t i n the below-defined Unit Area, and agree 
severally among themselves as follows: 

SECTION 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing 
Act of February 25, 1920, as amended, supra, and a l l v a l i d 
p e r t i n e n t regulations, including operating and u n i t plan 
regulations, heretofore issued thereunder or v a l i d , p e r t i n e n t , and 
reasonable regulations hereafter issued thereunder are accepted and 
made a p a r t of t h i s Agreement as t o Federal lands, provided such 
regulations are not inconsistent w i t h the terms of t h i s Agreement; 
and as t o non-federal lands, the o i l and gas operating regulations 
i n e f f e c t as of the E f f e c t i v e Date hereof governing d r i l l i n g and 
producing operations, not inconsistent w i t h the terms hereof or the 
laws of the state i n which the non-federal land i s located, are 
hereby accepted and made a p a r t of t h i s Agreement. 

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of 
t h i s Agreement, the f o l l o w i n g terms and expressions as used herein 
s h a l l mean: 

(a) "Unit Area" i s defined as those lands described i n 
Ex h i b i t "B-1" and depicted on Ex h i b i t "A" hereof, and such land i s 
hereby designated and recognized as c o n s t i t u t i n g the Unit Area, 
containing 6155.96 acres, more or less, i n Eddy County, New Mexico. 

(b) "Land Commissioner" i s defined as the Commissioner of 
Public Lands of the State of New Mexico. 

(c) " D i v i s i o n " i s defined as the O i l Conservation D i v i s i o n of 
the Department of Energy and Minerals of the State of New Mexico. 

(d) "Authorized O f f i c e r " or "A.O." i s any employee of the 
Bureau of Land Management who has been delegated the required 
a u t h o r i t y t o act on behalf of the BLM. 

(e) "Secretary" i s defined as the Secretary of the I n t e r i o r 
of the United States of America, or h i s duly authorized delegate. 

( f ) "Department" i s defined as the Department of the I n t e r i o r 
of the United States of America. 

(g) "Proper BLM O f f i c e " i s defined as the Bureau of Land 
Management o f f i c e having j u r i s d i c t i o n over the federal lands 
included i n the Unit Area. 

(h) "Unitized Formation" s h a l l mean t h a t i n t e r v a l underlying 
the Unit Area, the v e r t i c a l l i m i t s of which extend from the top of 
the Grayburg formation t o the base of the San Andres formation as 
seen on the Type Log from the Zephyr ZQ State #1 located a t 3 30' 
FNL and 2310' FEL, Section 32, T16S, R31E, and i s t h a t i n t e r v a l 
which i s c o r r e l a t i v e t o the i n t e r v a l from 3050' t o 4206' below the 
surface measured from the de r r i c k f l o o r . The de r r i c k f l o o r 
e l e v a t i o n i s 3937.5'. 

( i ) "Unitized Substances" are a l l o i l , gas, gaseous 
substances, sulphur contained i n gas, condensate, d i s t i l l a t e and 
a l l associated and constituent l i q u i d or l i q u e f i a b l e hydrocarbons, 
other than outside substances, w i t h i n and produced from the 
Unitized Formation. 

( j ) "Tract" i s each parcel of land described as such and 
given a Tract number i n E x h i b i t "B-1". 

(k) "Tract P a r t i c i p a t i o n " i s defined as the percentage of 
p a r t i c i p a t i o n shown on Ex h i b i t "B-2" f o r a l l o c a t i n g Unitized 
Substances t o a Tract under t h i s Agreement. Percentages of 
p a r t i c i p a t i o n are shown on Ex h i b i t "B-2" f o r Tract O i l and Gas 
P a r t i c i p a t i o n . 
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(1) "Unit P a r t i c i p a t i o n " i s the sum of the percentages 
obtained by m u l t i p l y i n g the Working I n t e r e s t of a Working I n t e r e s t 
Owner i n each Tract by the Tract P a r t i c i p a t i o n of such Tract. The 
Unit O i l and Gas P a r t i c i p a t i o n i s defined by such c a l c u l a t i o n . 

(m) "Working I n t e r e s t " i s the r i g h t t o search f o r , produce 
and acquire Unitized Substances whether held as an incident of 
ownership of mineral fee simple t i t l e , under an o i l and gas lease, 
operating agreement, or otherwise held, which i n t e r e s t i s 
chargeable w i t h and obligated t o pay or bear, e i t h e r i n cash or out 
of production, or otherwise, a l l or a p o r t i o n of the cost of 
d r i l l i n g , developing and producing the Unitized Substances from the 
Unitized Formation and operations thereof hereunder. Provided t h a t 
any Royalty I n t e r e s t created out of a Working I n t e r e s t subsequent 
to the execution of t h i s Agreement by the owner of the Working 
I n t e r e s t s h a l l continue t o be subject t o such Working I n t e r e s t 
burdens and o b l i g a t i o n s . 

(n) "Working I n t e r e s t Owners" i s any party hereto owning a 
Working I n t e r e s t , including a c a r r i e d Working I n t e r e s t Owner, 
holding an i n t e r e s t i n Unitized Substances by v i r t u e of a lease, 
operating agreement, fee t i t l e or otherwise. The owner of O i l and 
Gas Rights t h a t are free of lease or other instrument creating a 
Working I n t e r e s t i n another s h a l l be regarded as a Working I n t e r e s t 
Owner t o the extent of seven-eights (7/8) of h i s i n t e r e s t i n 
Unitized Substances, and as a Royalty Owner w i t h respect t o h i s 
remaining one-eighth (1/8) i n t e r e s t t h e r e i n . 

(p) "Royalty I n t e r e s t " or "Royalty" i s an i n t e r e s t other than 
a Working I n t e r e s t i n or r i g h t t o receive a p o r t i o n of the Unitized 
Substances or the proceeds thereof and includes the Royalty 
I n t e r e s t reserved by the lessor or by an o i l and gas lease and any 
ov e r r i d i n g Royalty I n t e r e s t , o i l payment i n t e r e s t , net p r o f i t 
contracts, or any other payment or burden which does not carry with 
i t the r i g h t t o search f o r and produce Unitized Substances. 

(p) "Royalty Owner" i s the owner of a Royalty I n t e r e s t . 

(q) "Unit Operating Agreement" i s the Agreement entered i n t o 
by and between the Unit Operator and the Working I n t e r e s t Owners as 
provided i n Section 9, i n f r a , and s h a l l be s t y l e d "Unit Operating 
Agreement, North Square Lake Unit, Eddy County, New Mexico. 

(r) " O i l and Gas Rights" i s the r i g h t t o explore, develop and 
operate lands w i t h i n the Unit Area f o r the production of Unitized 
Substances, or t o share i n the production so obtained or the 
proceeds thereof. 

(s) "Outside Substances" i s any substance obtained from any 
source other than the Unitized Formation and i n j e c t e d i n t o the 
Unitized Formation. 

( t ) "Unit Manager" i s any person or corporation appointed by 
Working I n t e r e s t Owners to perform the duties of Unit Operator 
u n t i l the s e l e c t i o n and q u a l i f i c a t i o n of a successor Unit Operator 
as provided f o r i n Section 7 hereof. 

(u) "Unit Operator" i s the party designated by Working 
I n t e r e s t Owners under the Unit Operating Agreement t o conduct Unit 
Operations. 

(v) "Unit Operations" i s any operation conducted pursuant t o 
t h i s Agreement and tha Unit Operating Agreement. 

(w) "Unit Equipment" i s a l l personal property, lease and w e l l 
equipment, p l a n t s , and other f a c i l i t i e s and equipment taken over or 
otherwise acquired f o r the j o i n t account f o r use i n Unit 
Operations. 
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(x) "Unit Expense" i s a l l cost, expense, or indebtedness 
incurred by Working I n t e r e s t Owners or Unit Operator pursuant to 
t h i s Agreement and the Unit Operating Agreement f o r or on account 
of Unit Operations. 

(y) " E f f e c t i v e Date" i s the date determined i n accordance 
wi t h Section 24, or as redetermined i n accordance w i t h Section 39. 

SECTION 3. EXHIBITS. The f o l l o w i n g e x h i b i t s are incorporated 
herein by reference: E x h i b i t "A" attached hereto i s a map showing 
the Unit Area and the boundaries and i d e n t i t y of Tracts and leases 
i n said Unit Area t o the extent known t o the Unit Operator. 
Ex h i b i t "B-1" attached hereto i s a schedule showing, t o the extent 
known t o the Unit Operator, the acreage comprising each Tract, 
percentages and kind of ownership of O i l and Gas I n t e r e s t s i n a l l 
land i n the Unit Area. Exh i b i t "B-2" attached hereto i s a schedule 
showing the Tract P a r t i c i p a t i o n of each Tract. However, nothing 
herein or i n said schedules or map s h a l l be construed as a 
representation by any party hereto as t o the ownership of any 
i n t e r e s t other than such i n t e r e s t or i n t e r e s t s as are shown i n said 
map or schedules as owned by such party. The shapes and 
descriptions of the respective Tracts have been established by 
using the best information available. Each Working I n t e r e s t Owner 
i s responsible f o r supplying Unit Operator w i t h accurate 
information r e l a t i n g t o each Working I n t e r e s t Owner's i n t e r e s t . I f 
i t subsequently appears t h a t any Tract, because of diverse Royalty 
or Working I n t e r e s t ownership on the E f f e c t i v e Date hereof, should 
be divided i n t o more than one Tract, or when any r e v i s i o n i s 
requested by the A.O., or any c o r r e c t i o n of any error other than 
mechanical miscalculations or c l e r i c a l i s needed, then the Unit 
Operator, w i t h the approval of the Working I n t e r e s t Owners, may 
correct the mistake by r e v i s i n g the Exhibits t o conform t o the 
f a c t s . The r e v i s i o n s h a l l not include any reevaluation of 
engineering or geological i n t e r p r e t a t i o n s used i n determining Tract 
P a r t i c i p a t i o n . Each such r e v i s i o n of an E x h i b i t made p r i o r to 
t h i r t y (30) days a f t e r the E f f e c t i v e Date s h a l l be e f f e c t i v e as of 
the E f f e c t i v e Date. Each other such r e v i s i o n of an E x h i b i t s h a l l 
be e f f e c t i v e at 7:00 a.m. on the f i r s t day of the calendar month 
next f o l l o w i n g the f i l i n g f o r record of the revised E x h i b i t or on 
such other date as may be determined by Working I n t e r e s t Owners and 
set f o r t h i n the revised E x h i b i t . Copies of such r e v i s i o n s h a l l be 
f i l e d w i t h the Land Commissioner, and not less than four copies 
s h a l l be f i l e d w i t h the A.O. I n any such r e v i s i o n , there s h a l l be 
no r e t r o a c t i v e a l l o c a t i o n or adjustment of Unit Expense or of 
i n t e r e s t s i n the Unitized Substances produced, or proceeds thereof. 

SECTION 4. EXPANSION. The above described Unit Area may, 
w i t h the approval of the A.O. and Land Commissioner, when 
pra c t i c a b l e be expanded t o include t h e r e i n any a d d i t i o n a l Tract or 
Tracts regarded as reasonably necessary or advisable f o r the 
purposes of t h i s Agreement provided however, i n such expansion 
there s h a l l be no r e t r o a c t i v e a l l o c a t i o n or adjustment of Unit 
Expense or of i n t e r e s t s i n the Unitized Substances produced, or 
proceeds thereof. Pursuant t o Subsection (b) , the Working I n t e r e s t 
Owners may agree upon an adjustment of investment by reason of the 
expansion. Such expansion s h a l l be effected i n the f o l l o w i n g 
manner: 

(a) The Working I n t e r e s t Owner or Owners of a Tract or Tracts 
d e s i r i n g t o b r i n g such Tract or Tracts i n t o t h i s u n i t , s h a l l f i l e 
an a p p l i c a t i o n t h e r e f o r w i t h Unit Operator requesting such 
admission. 

(b) Unit Operator s h a l l c i r c u l a t e a notice of the proposed 
expansion t o each Working I n t e r e s t Owners i n the Unit Area and i n 
the Tract proposed t o be included i n the u n i t , s e t t i n g out the 
basis f o r admission, the Tract P a r t i c i p a t i o n t o be assigned to each 
Tract i n the enlarged Unit Area and other p e r t i n e n t data. A f t e r 
nego t i a t i o n (at Working I n t e r e s t Owners' meeting or otherwise) i f 
any number of Working I n t e r e s t Owners having i n the aggregate 
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seventy-five percent (75%) of the Unit O i l P a r t i c i p a t i o n then i n 
e f f e c t have agreed t o i n c l u s i o n of such Tract or Tracts i n the Unit 
Area, then Unit Operator s h a l l : 

(1) A f t e r obtaining preliminary concurrence by the A.O. and 
Land Commissioner, prepare a notice of proposed expansion 
describing the contemplated changes i n the boundaries of the Unit 
Area, the reason th e r e f o r , the basis f o r admission of the 
ad d i t i o n a l Tract or Tracts, the Tract P a r t i c i p a t i o n t o be assigned 
thereto and the proposed e f f e c t i v e date thereof; and 

(2) Deliver copies of said notice t o Land Commissioner, the 
A.O. at the Proper BLM Of f i c e , each Working I n t e r e s t Owner and t o 
the l a s t known address of each lessee and lessor whose i n t e r e s t s 
are a f f e c t e d , advising such p a r t i e s t h a t t h i r t y (30) days w i l l be 
allowed f o r submission t o the Unit Operator of any objection t o 
such proposed expansion; and 

(3) F i l e , upon the e x p i r a t i o n of said t h i r t y (30) day period 
as set out i n (2) immediately above w i t h the Land Commissioner and 
A.O. the f o l l o w i n g : (a) evidence of mailing or d e l i v e r i n g copies of 
said notice of expansion; (b) an ap p l i c a t i o n f o r approval of such 
expansion; (c) an instrument containing the appropriate joinders i n 
compliance w i t h the p a r t i c i p a t i o n requirements of Section 14, and 
Section 34, i n f r a ; and (d) a copy of a l l objections received along 
w i t h the Unit Operator's response thereto. 

The expansion s h a l l , a f t e r due consideration of a l l pertinent 
information and approval by the Land Commissioner and the A.O., 
become e f f e c t i v e as of the date prescribed i n the notice thereof, 
preferably the f i r s t day of the month subsequent t o the date of 
notice. The revised Tract P a r t i c i p a t i o n of the respective Tracts 
included w i t h i n the Unit Area p r i o r t o such enlargement s h a l l 
remain the same r a t i o one t o another. 

SECTION 5. UNITIZED LAND. A l l land committed t o t h i s 
Agreement as t o the Unitized Formation s h a l l c o n s t i t u t e land 
r e f e r r e d t o herein as "Unitized Land" or "Land subject t o t h i s 
Agreement". Nothing herein s h a l l be construed t o u n i t i z e , pool, or 
i n any way a f f e c t the o i l , gas and other minerals contained i n or 
t h a t may be produced from any formation other than the Unitized 
Formation as defined i n Section 2(h) of t h i s Agreement. 

SECTION 6. UNIT OPERATOR. GP I I ENERGY, INC. i s hereby 
designated the Unit Operator, and by signing t h i s instrument as 
Unit Operator, agrees and consents t o accept the duties and 
obli g a t i o n s of Unit Operator f o r the operation, development, and 
production of Unitized Substances as herein provided. Whenever 
reference i s made herein t o the Unit Operator, such references 
means the Unit Operator acting i n t h a t capacity and not as an owner 
of i n t e r e s t s i n Unitized Substances, when such i n t e r e s t s are owned 
by i t and the term "Working I n t e r e s t Owner" when used herein s h a l l 
include or r e f e r t o the Unit Operator as the owner of a Working 
I n t e r e s t when such an i n t e r e s t i s owned by i t . 

Unit Operator s h a l l have a li e n upon interests of Working 
Interest Owners in the Unit Area to the extent provided in the Unit 
Operating Agreement. 

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit 
Operator s h a l l have the r i g h t t o resign at any time, but such 
resign a t i o n s h a l l not become e f f e c t i v e so as t o release Unit 
Operator from the duties and oblig a t i o n s of Unit Operator and 
terminate Unit Operator's r i g h t s as such f o r a period of s i x (6) 
months a f t e r w r i t t e n notice of i n t e n t i o n t o resign has been given 
by Unit Operator t o a l l Working I n t e r e s t Owners, the Land 
Commissioner and the A.O. unless a new Unit Operator s h a l l have 
taken over and assumed the duties and o b l i g a t i o n s of Unit Operator 
p r i o r t o the e x p i r a t i o n of said period. 
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The Unit Operator s h a l l , upon d e f a u l t or f a i l u r e i n the 
performance of i t s duties and o b l i g a t i o n s hereunder, be subject t o 
removal by the a f f i r m a t i v e vote of any number of Working I n t e r e s t 
Owners having i n the aggregate seventy-five percent (75%) or more 
of the Unit P a r t i c i p a t i o n then i n e f f e c t exclusive of the Working 
I n t e r e s t Owners who i s the Unit Operator. Such removal s h a l l be 
e f f e c t i v e upon notice thereof t o the Land Commissioner and the A.O. 

I n a l l such instances of e f f e c t i v e resignation or removal, 
u n t i l a successor t o Unit operator i s selected and approved as 
her e i n a f t e r provided, the Working I n t e r e s t Owners s h a l l be j o i n t l y 
responsible f o r the performance of the duties of the Unit Operator 
and s h a l l , not l a t e r than t h i r t y (30) days before such resignation 
or removal becomes e f f e c t i v e , appoint a Unit Manager t o represent 
them i n any action t o be taken hereunder. 

The resignation or removal of Unit Operator under t h i s 
Agreement s h a l l not terminate i t s r i g h t , t i t l e or i n t e r e s t as the 
owner of a Working I n t e r e s t or other i n t e r e s t i n Unitized 
Substances, but upon the resignation or removal of Unit Operator 
becoming e f f e c t i v e , such Unit Operator s h a l l d e l i v e r possession of 
a l l w e l l s , equipment, books and records, materials, appurtenances 
and any other assets used i n connection w i t h the Unit Operations t o 
the new duly q u a l i f i e d successor Unit Operator or t o the Unit 
Manager i f no such new Unit Operator i s elected. Nothing herein 
s h a l l be construed as authorizing the removal of any material, 
equipment or appurtenances needed f o r the preservation of any 
well s . Nothing herein contained s h a l l be construed t o r e l i e v e or 
discharge any Unit Operator or Unit Manager who resigns or i s 
removed hereunder from any l i a b i l i t y or duties accruing or 
performable by i t p r i o r t o the e f f e c t i v e date of such resignation 
or removal. 

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit 
Operator s h a l l tender i t s resignation as Unit Operator or s h a l l be 
removed as hereinabove provided, the Working I n t e r e s t Owners s h a l l 
select a successor Unit Operator as herein provided. Such 
sel e c t i o n s h a l l not become e f f e c t i v e u n t i l (a) a Unit Operator so 
selected s h a l l accept i n w r i t i n g the duties and r e s p o n s i b i l i t i e s of 
Unit Operator, and (b) the s e l e c t i o n s h a l l have been approved by 
the Land Commissioner and the A.O. I f no successor Unit Operator 
or Unit Manager i s selected and q u a l i f i e d as herein provided, the 
Land Commissioner and/or the A.O., at t h e i r e l e c t i o n , may declare 
t h i s Agreement terminated. 

I n s e l e c t i n g a successor Unit Operator, the a f f i r m a t i v e vote 
of any number of Working I n t e r e s t Owners having a t o t a l of s i x t y -
f i v e percent (65%) or more of the t o t a l Unit P a r t i c i p a t i o n s h a l l 
p r e v a i l ; provided t h a t i f any one Working I n t e r e s t Owner has a Unit 
P a r t i c i p a t i o n of more than t h i r t y - f i v e percent (35%), i t s negative 
vote or f a i l u r e t o vote s h a l l not be regarded as s u f f i c i e n t unless 
supported by the vote of two or more other Working I n t e r e s t Owners 
having a t o t a l Unit P a r t i c i p a t i o n of at least f i v e percent ( 5 % ) . 
I f the Unit Operator who i s removed votes only t o succeed i t s e l f or 
f a i l s t o vote, the successor Unit Operator may be selected by the 
a f f i r m a t i v e vote of the owners of at least seventy-five percent 
(75%) of the Unit P a r t i c i p a t i o n remaining a f t e r excluding the Unit 
P a r t i c i p a t i o n of Unit Operator so removed. 

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING 
AGREEMENT. Costs and expenses incurred by Unit Operator i n 
conducting Unit Operations hereunder s h a l l be paid, apportioned 
among and borne by the Working I n t e r e s t Owners i n accordance w i t h 
the Unit Operating Agreement. Such Unit Operating Agreement s h a l l 
also provide the manner i n which the Working I n t e r e s t Owners s h a l l 
be e n t i t l e d t o receive t h e i r respective proportionate and allocated 
share of the benefits accruing hereto i n conformity w i t h t h e i r 
underlying operating agreements, leases or other contracts and such 
other r i g h t s and obl i g a t i o n s as between Unit Operator and the 
Working I n t e r e s t Owners as may be agreed upon by the Unit Operator 
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and the Working I n t e r e s t Owners; however, no such Unit Operating 
Agreement s h a l l be deemed e i t h e r t o modify any of the terms and 
conditions of t h i s Agreement or t o r e l i e v e the Unit Operator of any 
r i g h t or o b l i g a t i o n established under t h i s Agreement, and i n case 
of any inconsistency or c o n f l i c t between t h i s Agreement and the 
Unit Operating Agreement, t h i s Agreement s h a l l p r e v a i l . Copies of 
any Unit Operating Agreement executed pursuant t o t h i s Section 
s h a l l be f i l e d w i t h the Land Commissioner and w i t h the A.O. at the 
Proper BLM Of f i c e as required p r i o r t o approval of t h i s Agreement. 

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except 
as otherwise s p e c i f i c a l l y provided herein, the exclusive r i g h t , 
p r i v i l e g e and duty of exercising any and a l l r i g h t s of the p a r t i e s 
hereto i n c l u d i n g surface r i g h t s which are necessary or convenient 
f o r prospecting f o r , producing, s t o r i n g , a l l o c a t i n g and 
d i s t r i b u t i n g the Unitized Substances are hereby delegated t o and 
s h a l l be exercised by the Unit Operator as herein provided. Upon 
request, acceptable evidence of t i t l e t o said r i g h t s s h a l l be 
deposited w i t h said Operator, and together w i t h t h i s Agreement, 
s h a l l c o n s t i t u t e and define the r i g h t s , p r i v i l e g e s and obligations 
of Unit Operator. Nothing herein, however, s h a l l be construed t o 
t r a n s f e r t i t l e t o any land or t o any lease or operating agreement, 
i t being understood t h a t under t h i s Agreement the Unit Operator, i n 
i t s capacity as Unit Operator, s h a l l exercise the r i g h t s of 
possession and use vested i n the p a r t i e s hereto only f o r the 
purposes herein s p e c i f i e d . 

SECTION 11. PLAN OF OPERATIONS. I t i s recognized and agreed 
by the p a r t i e s hereto t h a t a l l of the land subject t o t h i s 
Agreement i s reasonably proved t o be productive of Unitized 
Substances and t h a t the object and purpose of t h i s Agreement i s t o 
formulate and t o put i n t o e f f e c t an improved recovery p r o j e c t i n 
order t o e f f e c t a d d i t i o n a l recovery of Unitized Substances, prevent 
waste and conserve nat u r a l resources. Unit Operator s h a l l have the 
r i g h t t o i n j e c t i n t o the Unitized Formation any substances f o r 
secondary recovery or enhanced recovery purposes i n accordance w i t h 
a plan of operation approved by the Working I n t e r e s t Owners, the 
A.O., the Land Commissioner and the D i v i s i o n , i n c l u d i n g the r i g h t 
t o d r i l l and maintain i n j e c t i o n wells w i t h i n the Unit Area and 
completed i n the Unitized Formation, and t o use abandoned w e l l or 
wel l s producing from the Unitized Formation f o r said purpose. 
Subject t o l i k e approval, the Plan of Operation may be revised as 
conditions may warrant. 

The i n i t i a l Plan of Operation s h a l l be f i l e d w i t h the A.O., 
the Land Commissioner and the D i v i s i o n concurrently w i t h the f i l i n g 
of t h i s Unit Agreement f o r f i n a l approval. Said i n i t i a l Plan of 
Operation and a l l revisions thereof s h a l l be as complete and 
adequate as the A.O., the Land Commissioner and the Di v i s i o n may 
determine t o be necessary f o r timely operation consistent herewith. 
Upon approval of t h i s Agreement and the i n i t i a l plan by the A.O. 
and Commissioner, said plan, and a l l subsequently approved plans, 
s h a l l c o n s t i t u t e the operating o b l i g a t i o n s of the Unit Operator 
under t h i s Agreement f o r the period s p e c i f i e d t h e r e i n . Thereafter, 
from time t o time before the e x p i r a t i o n of any e x i s t i n g plan, the 
Unit Operator s h a l l submit f o r l i k e approval a plan f o r an 
a d d i t i o n a l s p e c i f i e d period of operations. A f t e r such operations 
are commenced, reasonable d i l i g e n c e s h a l l be exercised by the Unit 
Operator i n complying w i t h the obli g a t i o n s of the approved Plan of 
Operation. 

Notwithstanding anything t o the contrary herein contained, 
should the Unit Operator f a i l t o commence Unit Operations f o r the 
improved recovery of Unitized Substances from the Unit Area w i t h i n 
eighteen (18) months a f t e r the e f f e c t i v e date of t h i s Agreement, or 
any extension thereof approved by the A.O., t h i s Agreement s h a l l 
terminate automatically as of the date of d e f a u l t . 
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SECTION 12. USE OF SURFACE AND USE OF WATER. The p a r t i e s t o 
the extent of t h e i r r i g h t s and i n t e r e s t s , hereby grant t o Unit 
Operator the r i g h t t o use as much of the surface, including the 
water thereunder, of the Unitized Land as may reasonably be 
necessary f o r Unit Operations. 

Unit Operator's free use of water or brine or both f o r Unit 
Operations, s h a l l not include any water from any w e l l , lake, pond, 
or i r r i g a t i o n d i t c h of a surface owner, unless approval f o r such 
use i s granted by the surface owner. 

Unit Operator s h a l l pay the surface owner f o r damages to 
growing crops, fences, improvements and structures on the Unitized 
Land t h a t r e s u l t from Unit Operations, and such payments s h a l l be 
considered as items of Unit Expense t o be borne by a l l the Working 
I n t e r e s t Owners of lands subject hereto. 

SECTION 13. TRACT PARTICIPATION. I n Exh i b i t "B-2" attached 
hereto there are l i s t e d and numbered the various Tracts w i t h i n the 
Unit Area, and set f o r t h opposite each Tract are figures which 
represent the Tract P a r t i c i p a t i o n , during Unit Operations i f a l l 
Tracts i n the Unit Area q u a l i f y as provided herein. The Tract 
P a r t i c i p a t i o n of each Tract as shown i n Exh i b i t "B-2" has been 
determined i n accordance w i t h the f o l l o w i n g formulas: 

O i l Phase I P a r t i c i p a t i o n : Beginning at 7:00 a.m. on the 
Ef f e c t i v e Date of t h i s Agreement and continuing u n t i l termination 
of the u n i t , the Tract O i l P a r t i c i p a t i o n of each Tract s h a l l be 
determined by the formula: 

Tract O i l P a r t i c i p a t i o n = .05 (A) + .475 (B) + .475 (C) 

D 

A = the number of gross acres i n any s p e c i f i c Tract. 

B = cum o i l production from Tract as of Jan. 1, 1998 
C = d a i l y production from Jan 1, 1998 t h r u June, 1998 

D = .05 ( t o t a l u n i t acres) + .475 ( t o t a l u n i t cum o i l @ 
1-1998) + .475 ( t o t a l u n i t production from January 
1998 through June 1998) 

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and a f t e r 
the E f f e c t i v e Date hereof, the Tracts w i t h i n the Unit Area which 
s h a l l be e n t i t l e d t o p a r t i c i p a t i o n i n the production of Unitized 
Substances s h a l l be those Tracts more p a r t i c u l a r l y described i n 
Exhi b i t "B-1" t h a t corner or have a common boundary (Tracts 
separated only by a public road or a r a i l r o a d right-of-way s h a l l be 
considered t o have a common boundary), and th a t otherwise q u a l i f y 
as f o l l o w s : 

(a) Each Tract as t o which Working I n t e r e s t Owners owning one 
hundred percent (100%) of the Working I n t e r e s t have become pa r t i e s 
t o t h i s Agreement and as t o which Royalty Owners owning seventy-
f i v e percent (75%) or more of the Royalty I n t e r e s t have become 
p a r t i e s t o t h i s Agreement. 

(b) Each Tract as t o which Working I n t e r e s t Owners owning one 
hundred percent (100%) of the Working I n t e r e s t have become pa r t i e s 
t o t h i s Agreement, and as t o which Royalty Owners owning less than 
seventy-five percent (75%) of the Royalty I n t e r e s t have become 
pa r t i e s t o t h i s Agreement, and as t o which (1) the Working I n t e r e s t 
Owner who operates the Tract and Working I n t e r e s t Owners owning at 
least seventy-five percent (75%) of the remaining Working I n t e r e s t 
i n such Tract have joined i n a request f o r the i n c l u s i o n of such 
Tract, and as t o which (2) Working I n t e r e s t Owners owning at least 
seventy-five percent (75%) of the combined Unit P a r t i c i p a t i o n i n 
a l l Tracts t h a t meet the requirements of Section 14(a) above have 
voted i n favor of the i n c l u s i o n of such Tract. 
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(c) Each Tract as t o which Working I n t e r e s t Owners owning 
less than one hundred percent (100%) of the Working I n t e r e s t have 
become p a r t i e s t o t h i s Agreement, regardless of the percentage of 
Royalty I n t e r e s t t h e r e i n t h a t i s committed hereto; and as t o which 
(1) the Working I n t e r e s t Owner who operates the Tract and Working 
I n t e r e s t Owners owning at l e a s t seventy-five percent (75%) of the 
remaining Working I n t e r e s t i n such Tract who have become p a r t i e s t o 
t h i s Agreement have joined i n a request f o r i n c l u s i o n of such 
Tract, and have executed and delivered, or obligated themselves t o 
execute and d e l i v e r an indemnity agreement indemnifying and 
agreeing t o hold harmless the other owners of committed Working 
I n t e r e s t s , t h e i r successors and assigns, against a l l claims and 
demands t h a t may be made by the owners of Working I n t e r e s t i n such 
Tract who are not p a r t i e s t o t h i s Agreement, and which arise out of 
the i n c l u s i o n of the Tract; and as t o which (2) Working I n t e r e s t 
Owners owning at least seventy-five percent (75%) of the Unit 
P a r t i c i p a t i o n i n a l l Tracts t h a t meet the requirements of Section 
14(a) and 14(b) have voted i n favor of the i n c l u s i o n of such Tract 
and t o accept the indemnity agreement. Upon the i n c l u s i o n of such 
a Tract, the Tract P a r t i c i p a t i o n s which would have been a t t r i b u t e d 
t o the nonsubscribing owners of Working I n t e r e s t i n such Tract, had 
they become p a r t i e s t o t h i s Agreement and the Unit Operating 
Agreement, s h a l l be a t t r i b u t e d t o the Working I n t e r e s t Owners i n 
such Tract who have become p a r t i e s t o such agreements, and joined 
i n the indemnity agreement, i n proportion t o t h e i r respective 
Working I n t e r e s t s i n the Tract. 

I f on the E f f e c t i v e Date of t h i s Agreement there i s any Tract 
or Tracts which have not been e f f e c t i v e l y committed t o or made 
subject t o t h i s Agreement by q u a l i f y i n g as above provided, then 
such Tract or Tracts s h a l l not be e n t i t l e d t o p a r t i c i p a t e 
hereunder. Unit Operator s h a l l , when submitting t h i s Agreement f o r 
f i n a l approval by the Land Commissioner and the A.O., f i l e 
t herewith schedules of those Tracts which have been committed and 
made subject t o t h i s Agreement and are e n t i t l e d t o p a r t i c i p a t e i n 
Unitized Substances. Said schedules s h a l l set f o r t h opposite each 
such committed Tract the lease number or assignment number, the 
owner of record of the lease, and the percentage p a r t i c i p a t i o n of 
such Tract which s h a l l be computed according t o the p a r t i c i p a t i o n 
formulas set f o r t h i n Section 13 (Tract P a r t i c i p a t i o n ) above. 
These schedules s h a l l be revised E x h i b i t "B-1" and "B-2" and upon 
approval thereof by the Land Commissioner and the A.O., s h a l l 
become a p a r t of t h i s Agreement and s h a l l govern the a l l o c a t i o n of 
production of Unitized Substances u n t i l new schedules are approved 
by the Land Commissioner and A.O. 

SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. A l l 
Unitized Substances produced and saved (less, save and except any 
part of such Unitized Substances used i n conformity w i t h good 
operating practices on u n i t i z e d land f o r d r i l l i n g , operating, camp 
and other production or development purposes and f o r i n j e c t i o n or 
unavoidable loss i n accordance w i t h accordance w i t h a Plan of 
Operation approved by the A.O. and Land Commissioner) s h a l l be 
apportioned among and allocated t o the q u a l i f i e d Tracts i n 
accordance w i t h the respective Tract P a r t i c i p a t i o n s e f f e c t i v e 
hereunder during the respective periods such Unitized Substances 
were produced, as set f o r t h i n the schedule of p a r t i c i p a t i o n i n 
Exh i b i t "B-2". A l l o i l , gas, gas l i q u i d s , condensate and 
d i s t i l l a t e s h a l l be allocated t o the several Tracts based on the 
O i l and Gas P a r t i c i p a t i o n f a c t o r when such Unitized Substances are 
produced. The amount of Unitized Substances so allocated t o each 
Tract, and only t h a t amount (regardless of whether i t be more or 
less than the amount of the actual production of Unitized 
Substances from the w e l l or wel l s , i f any, on such Tract) s h a l l , 
f o r a l l i n t e n t s , uses and purposes, be deemed t o have been produced 
from such Tract. 
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The Unitized Substances allocated t o each Tract s h a l l be 
d i s t r i b u t e d among, or accounted f o r , t o the p a r t i e s e n t i t l e d t o 
share i n the production from such Tract i n the same manner, i n the 
same proportions, and upon the same conditions, as they would have 
p a r t i c i p a t e d and shared i n the production from such Tracts, or i n 
the proceeds thereof, had t h i s Agreement not been entered i n t o ; and 
wit h the same le g a l force and e f f e c t . 

No Tract committed t o t h i s Agreement and q u a l i f i e d f o r 
p a r t i c i p a t i o n as above provided s h a l l be subsequently excluded from 
p a r t i c i p a t i o n hereunder on account of depletion of Unitized 
Substances. 

I f the Working I n t e r e s t and/or the Royalty I n t e r e s t i n any 
Tract are divided w i t h respect t o separate parcels or portions of 
such Tract and owned now or hereafter i n severalty by d i f f e r e n t 
persons, the Tract P a r t i c i p a t i o n s h a l l i n the absence of a 
recordable instrument executed by a l l owners i n such Tract and 
furnished t o Unit Operator f i x i n g the d i v i s i o n s of ownership, be 
divided among such parcels or portions i n proportion t o the number 
of surface acres i n each. 

SECTION 15.B. WINDFALL PROFIT TAX. I n or d e r t o comply w i t h 
the W i n d f a l l P r o f i t Tax Act of 1980, as amended, and applicable 
regulations and t o ensure t h a t i n t e r e s t owners of each Tract r e t a i n 
the W i n d f a l l P r o f i t Tax benefits accruing t o each Tract p r i o r t o 
j o i n i n g the Unit, f o r Windfall P r o f i t Tax purposes only, crude o i l 
s h a l l be allocated t o i n d i v i d u a l Tracts as follows: 

SECTION 15.C. IMPUTED NEWLY DISCOVERED CRUDE OIL. Each T r a c t 
c o n t r i b u t i n g newly discovered crude o i l t o the Unit Area, t h a t i s , 
each Tract c e r t i f i e d as a newly discovered property f o r Windfall 
P r o f i t Tax purposes p r i o r t o j o i n i n g the Unit (Newly Discovered 
T r a c t ) , s h a l l be allocated imputed newly discovered crude o i l i n 
the proportion t h a t the Tract O i l and Gas P a r t i c i p a t i o n of such 
Tract bears t o the t o t a l of the Tract O i l and Gas P a r t i c i p a t i o n s of 
a l l Newly Discovered Tracts; provided, however, t h a t imputed newly 
discovered crude o i l allocated t o any Tract under t h i s Subsection 
15.C. s h a l l not exceed, i n any month, the t o t a l number of barrels 
of crude o i l allocable out of u n i t production t o such Tract i n 
accordance w i t h i t s Tract O i l and Gas P a r t i c i p a t i o n . I n the event 
a Newly Discovered Tract i s so allocated a number of barrels of 
imputed newly discovered crude o i l which i s less than the t o t a l 
number of bar r e l s of crude o i l allocable out of u n i t production t o 
such Tract i n accordance w i t h i t s Tract O i l and Gas P a r t i c i p a t i o n , 
then such Newly Discovered Tract s h a l l be allocated any remaining 
unallocated newly discovered crude o i l i n the proportion t h a t the 
Tract O i l and Gas P a r t i c i p a t i o n of such Tract bears t o the t o t a l of 
the Tract O i l and Gas P a r t i c i p a t i o n s of a l l Newly discovered Tracts 
not previously so allocated the t o t a l number of barrels allocable 
out of u n i t production i n accordance w i t h t h e i r Tract O i l and Gas 
Pa r t i c i p a t i o n s . This a d d i t i o n a l a l l o c a t i o n process s h a l l continue 
t o be repeated, as out l i n e d i n the preceding sentence, u n t i l such 
time as: 

(a) A l l Newly Discovered Tracts have been so allocated a 
number of bar r e l s of imputed newly discovered crude o i l equal t o 
the t o t a l number of barrels of crude o i l allocable out of u n i t 
production t o such Tracts i n accordance w i t h t h e i r Tract O i l and 
Gas P a r t i c i p a t i o n s ; or 

(b) There i s no imputed newly discovered crude o i l remaining 
t o be allocated 

whichever occurs f i r s t . 

Any imputed newly discovered crude o i l i n excess of the amount of 
o i l a l l o c a b l e t o a Tract i n accordance w i t h t h i s Subsection 15.C 
s h a l l be termed excess imputed newly discovered crude o i l . 
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SECTION 15.D. IMPUTED STRIPPER CRUDE OIL. Each Tract 
c o n t r i b u t i n g s t r i p p e r crude o i l t o the Unit Area, t h a t i s , each 
Tract c e r t i f i e d as a s t r i p p e r property f o r Windfall P r o f i t Tax 
purposes p r i o r t o j o i n i n g the Unit (Stripper T r a c t ) , s h a l l be 
allocated imputed s t r i p p e r crude o i l i n the proportion t h a t the 
Tract O i l and Gas P a r t i c i p a t i o n of such Tract bears t o the t o t a l of 
the Tract O i l and Gas Pa r t i c i p a t i o n s of a l l Stripper Tracts; 
provided, however, t h a t imputed s t r i p p e r crude o i l allocated t o any 
Tract under t h i s Subsection 15.D. s h a l l not exceed, i n any month, 
the t o t a l number of barrels of crude o i l allocable out of u n i t 
production t o such Tract i n accordance w i t h i t s Tract o i l and Gas 
P a r t i c i p a t i o n . I n the event a Stripper Tract i s so allocated a 
number of bar r e l s of imputed s t r i p p e r crude o i l which i s less than 
the t o t a l number of barrels of crude o i l allocable out of u n i t 
production t o such Tract i n accordance w i t h i t s Tract O i l and Gas 
P a r t i c i p a t i o n , then such Stripper Tract s h a l l be allocated any 
remaining unallocated imputed s t r i p p e r crude o i l i n the proportion 
t h a t the Tract O i l and Gas P a r t i c i p a t i o n of such Tract bears t o the 
t o t a l of the Tract O i l and Gas P a r t i c i p a t i o n s of a l l Stripper 
Tracts not previously so allocated the t o t a l number of barrels 
a l l o c a b l e out of u n i t production i n accordance w i t h t h e i r Tract O i l 
and Gas P a r t i c i p a t i o n s . This a d d i t i o n a l a l l o c a t i o n process s h a l l 
continue t o be repeated, as ou t l i n e d i n the preceding sentence, 
u n t i l such time as: 

(a) A l l Stripper Tracts have been so allocated a number of 
barrels of imputed s t r i p p e r crude o i l equal t o the t o t a l number of 
barr e l s of crude o i l allocable out of u n i t production t o such 
Tracts i n accordance with t h e i r Tract O i l and Gas P a r t i c i p a t i o n s ; 
or 

(b) There i s no imputed s t r i p p e r crude o i l remaining t o be 
alloc a t e d , 

whichever comes f i r s t . 

Any imputed s t r i p p e r crude o i l i n excess of the amount of o i l 
all o c a b l e t o a Tract i n accordance w i t h t h i s Subsection 15.D. s h a l l 
be termed excess imputed s t r i p p e r crude o i l . 

SECTION 15.E. EXCESS IMPUTED NEWLY DISCOVERED CRUDE OIL. 
Each Tract s h a l l be allocated any excess imputed newly discovered 
crude o i l i n the proportion t h a t i t s Tract O i l and Gas 
P a r t i c i p a t i o n bears t o the t o t a l of the Tract o i l and Gas 
Pa r t i c i p a t i o n s of a l l Tracts not previously allocated the t o t a l 
number of barr e l s of crude o i l allocable t o these Tracts out of 
u n i t production i n accordance w i t h the Tract O i l and Gas 
Pa r t i c i p a t i o n s of such Tracts; provided, however, t h a t excess 
imputed newly discovered crude o i l allocated t o each such Tract, 
when added t o the t o t a l number of barrels of imputed newly 
discovered crude o i l previously allocated t o i t , s h a l l not exceed, 
i n any month, the t o t a l number of barrels of o i l allocable t o i t 
out of u n i t production i n accordance with i t s Tract O i l and Gas 
P a r t i c i p a t i o n . 

SECTION 15.F. EXCESS IMPUTED STRIPPER CRUDE OIL. Each Tract 
s h a l l be allocated any excess imputed s t r i p p e r crude o i l i n the 
proportion t h a t i t s Tract O i l and Gas P a r t i c i p a t i o n bears t o the 
t o t a l of the Tract O i l and Gas Pa r t i c i p a t i o n s of a l l Tracts not 
previously allocated the t o t a l number of crude o i l barrels 
a l l o c a b l e t o these Tracts out of u n i t production i n accordance with 
the Tract O i l and Gas Pa r t i c i p a t i o n s of such Tracts; provided, 
however, t h a t excess imputed s t r i p p e r crude o i l allocated t o each 
such Tract, when added t o the t o t a l number of barrels of imputed 
s t r i p p e r crude o i l previously allocated t o i t , s h a l l not exceed, i n 
any month, the t o t a l number of barrels or o i l allocable t o i t out 
of u n i t production i n accordance w i t h i t s Tract O i l and Gas 
P a r t i c i p a t i o n . 
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SECTION 15.G. TAKING UNITIZED SUBSTANCES IN KIND. The 
Unitized Substances allocated t o each Tract s h a l l be delivered i n 
kind t o the respective p a r t i e s e n t i t l e d thereto by v i r t u e of the 
ownership of O i l and Gas Rights t h e r e i n . Each such party s h a l l 
have the r i g h t t o construct, maintain and operate a l l necessary 
f a c i l i t i e s f o r t h a t purpose w i t h i n the Unitized Area, provided the 
same are so constructed, maintained and operated as not t o 
i n t e r f e r e w i t h Unit operations. Subject t o Section 17 hereof, any 
extra expenditure incurred by Unit Operator by reason of the 
de l i v e r y i n kind of any p o r t i o n of the Unitized Substances s h a l l be 
borne by the party taking d e l i v e r y . I n the event any Working 
I n t e r e s t Owner s h a l l f a i l t o take or otherwise adequately dispose 
of i t s proportionate share of the production from the Unitized 
Formation, then so long as such condition continues, Unit Operator, 
f o r the account and at the expense of the Working I n t e r e s t Owner of 
the Tract or Tracts concerned, and i n order t o avoid c u r t a i l i n g the 
operation of the Unit Area, may, but s h a l l not be required t o , s e l l 
or otherwise dispose of such production t o i t s e l f or t o others, 
provided t h a t a l l contracts of sale by Unit Operator of any other 
party's share of Unitized Substances s h a l l be only f o r such 
reasonable periods of time as are consistent w i t h the minimum needs 
of the industry under the circumstances, but i n no event s h a l l any 
such contract be f o r a period i n excess of one year, and at not 
less than the p r e v a i l i n g market p r i c e i n the area f o r l i k e 
production, and the account of such Working I n t e r e s t Owner s h a l l be 
charged therewith as having received such production. The net 
proceeds, i f any, of the Unitized Substances so disposed of by Unit 
Operator s h a l l be paid t o the Working I n t e r e s t Owner of the Tract 
or Tracts concerned. Notwithstanding the foregoing, Unit Operator 
s h a l l not make a sale i n t o i n t e r s t a t e commerce of any Working 
I n t e r e s t Owner's share of gas production without f i r s t g i v i n g such 
Working I n t e r e s t Owner s i x t y (60) days' notice of such intended 
sale. 

Any Working I n t e r e s t Owner receiving i n kind or separately 
disposing of a l l or any par t of the Unitized Substances allocated 
to any Tract, or rece i v i n g the proceeds therefrom i f the same i s 
sold or purchased by Unit Operator, s h a l l be responsible f o r the 
payment of a l l Royalty, o v e r r i d i n g Royalty and production payments 
due thereon, and each such party s h a l l hold each other Working 
I n t e r e s t Owner harmless against a l l claims, demands and causes of 
acti o n by owners of such Royalty, o v e r r i d i n g Royalty and production 
payments. 

I f , a f t e r the E f f e c t i v e Date of t h i s Agreement, there i s any 
Tract or Tracts t h a t are subsequently committed hereto, as provided 
i n Section 4 (Expansion) hereof, or any Tract or Tracts w i t h i n the 
Unit Area not committed hereto as of the E f f e c t i v e Date hereof but 
which are subsequently committed hereto under the provisions of 
Section 14 (Tracts Q u a l i f i e d f o r P a r t i c i p a t i o n ) and Section 32 
(Nonjoinder and Subsequent Joinder); or i f any Tract i s excluded 
from t h i s Agreement as provided f o r i n Section 21 (Loss of T i t l e ) , 
the schedules as shown i n E x h i b i t "B-1" and "B-2" s h a l l be revised 
by the Unit Operator; and the revised Exhibits " B - l " and "B-2", 
upon approval by the Land Commissioner and the A.O., s h a l l govern 
the a l l o c a t i o n of production on and a f t e r the e f f e c t i v e date 
thereof u n t i l revised schedules are approved as hereinabove 
provided. 

SECTION 16. OUTSIDE SUBSTANCES. I f gas obtained from 
formations not subject t o t h i s Agreement i s introduced i n t o the 
Unitized Formation f o r use i n repressuring, s t i m u l a t i n g of 
production or increasing u l t i m a t e recovery which s h a l l be i n 
conformity w i t h a Plan of Operation f i r s t approved by the Land 
Commissioner and the A.O., a l i k e amount of gas wi t h appropriate 
deduction f o r loss or depletion from any cause may be withdrawn 
from u n i t w e l l s completed i n the Unitized Formation r o y a l t y free as 
to dry gas, but not r o y a l t y free as t o the products extracted 
therefrom; provided t h a t such withdrawal s h a l l be at such time as 
may be provided i n the approved Plan of Operation or as otherwise 
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may be consented t o or prescribed by the Land Commissioner and the 
A.O. as conforming t o good petroleum engineering practices and 
provided f u r t h e r t h a t such r i g h t of withdrawal s h a l l terminate on 
the termination date of t h i s Agreement. 

SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico and 
United States of America and a l l Royalty Owners who, under an 
e x i s t i n g contract, are e n t i t l e d t o take i n kind a share of the 
Unitized Substances produced from any Tract u n i t i z e d hereunder, 
s h a l l continue t o be e n t i t l e d t o such r i g h t t o take i n k i n d t h e i r 
share of the Unitized Substances allocated t o such Tract, and Unit 
Operator s h a l l make d e l i v e r i e s of such Royalty share taken i n kind 
i n conformity w i t h the applicable contracts, laws and regulations. 
Settlement f o r Royalty not taken i n kind s h a l l be made by Working 
I n t e r e s t Owners responsible t h e r e f o r under e x i s t i n g contracts, laws 
and regulations on or before the l a s t day of each month f o r 
Unitized Substances produced during the preceding calendar month; 
provided, however, t h a t nothing herein contained s h a l l operate t o 
r e l i e v e the lessees of any land from t h e i r respective lease 
o b l i g a t i o n s f o r the payment of any Royalty due under the leases, 
except t h a t such Royalty s h a l l be computed on Unitized Substances 
as a l l o c a t e d t o each Tract i n accordance w i t h the terms of t h i s 
Agreement. With respect t o Federal leases committed hereto on 
which the r o y a l t y r a t e depends upon the d a i l y average production 
per w e l l , such average production s h a l l be determined i n accordance 
w i t h the operating regulations p e r t a i n i n g t o Federal leases as 
though the committed Tracts were included i n a single consolidated 
lease. 

I f the amount of production or the proceeds thereof accruing 
t o any Royalty Owner (except the United States of America) i n a 
Tract depends upon the average production per w e l l or the average 
p i p e l i n e runs per w e l l from such Tract during any period of time, 
then such production s h a l l be determined from and a f t e r the 
E f f e c t i v e Date hereof by d i v i d i n g the qua n t i t y of Unitized 
Substances allocated hereunder t o such Tract during such period of 
time by the number of wells located thereon capable of producing 
Unitized Substances as of the E f f e c t i v e Date hereof, provided t h a t 
any Tract not having any w e l l so capable of producing Unitized 
Substances on the E f f e c t i v e Date hereof s h a l l be considered as 
having one such w e l l f o r the purpose of t h i s p r o v i s i o n . 

A l l Royalty due the State of New Mexico and the United states 
of America and the other Royalty Owners hereunder s h a l l be computed 
and paid on the basis of a l l Unitized Substances allocated t o the 
respective Tract or Tracts committed hereto, i n l i e u of actual 
production from such Tract or Tracts. 

With the exception of Federal and State requirements t o the 
contrary, Working I n t e r e s t Owners may use or consume Unitized 
Substances f o r Unit Operations and no Royalty, o v e r r i d i n g Royalty, 
production or other payments s h a l l be payable on account of 
Unitized Substances used, l o s t , or consumed i n Unit Operations. 

Each Royalty Owner (other than the State of New Mexico and the 
United States of America) t h a t executes t h i s Agreement represents 
and warrants t h a t i t i s the owner of a Royalty I n t e r e s t i n a Tract 
or Tracts w i t h i n the Unit Area as i t s i n t e r e s t appears i n Exh i b i t 
"B-2" attached hereto. I f any Royalty I n t e r e s t i n a Tract or 
Tracts should be l o s t by t i t l e f a i l u r e or otherwise i n whole or i n 
pa r t , during the term of t h i s Agreement, then the Royalty I n t e r e s t 
of the party representing himself t o be the owner thereof s h a l l be 
reduced proportionately and the i n t e r e s t s of a l l p a r t i e s s h a l l be 
adjusted accordingly. 

SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalties 
due on the leases committed hereto s h a l l be paid by Working 
I n t e r e s t Owners responsible t h e r e f o r under e x i s t i n g contracts, laws 
and regulations provided t h a t nothing herein contained s h a l l 
operate t o r e l i e v e the lessees of any land from t h e i r respective 
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lease o b l i g a t i o n s f o r the payment of any r e n t a l or minimum Royalty 
i n l i e u thereof, due under t h e i r leases. Rental f o r lands of the 
State of New Mexico subject t o t h i s Agreement s h a l l be paid at the 
rat e s p e c i f i e d i n the respective leases from the State of New 
Mexico. Rental or minimum Royalty f o r lands of the United States 
of America subject t o t h i s Agreement s h a l l be paid a t the rate 
s p e c i f i e d i n the respective leases from the United States of 
America, unless such r e n t a l or minimum Royalty i s waived, suspended 
or reduced by law or by approval of the Secretary or his duly 
authorized representative. 

SECTION 19. CONSERVATION. Operations hereunder and 
production of Unitized Substances s h a l l be conducted t o provide f o r 
the most economical and e f f i c i e n t recovery of said substances 
without waste, as defined by or pursuant t o Federal and State laws 
and r e g u l a t i o n s . 

SECTION 20. DRAINAGE. The Unit Operator s h a l l take a l l 
reasonable and prudent measures t o prevent drainage of Unitized 
Substances from u n i t i z e d land by wells on land not subject t o t h i s 
Agreement. 

The Unit Operator, upon approval by the Working I n t e r e s t 
Owners, the A.O. and the Land Commissioner, i s hereby empowered t o 
enter i n t o a borderline agreement or agreements w i t h working 
i n t e r e s t owners of adjoining lands not subject t o t h i s Agreement 
w i t h respect t o operation i n the border area f o r the maximum 
economic recovery, conservation purposes and proper p r o t e c t i o n of 
the p a r t i e s and i n t e r e s t affected. 

SECTION 21. LOSS OF TITLE. I n the event t i t l e t o any Tract 
of u n i t i z e d land s h a l l f a i l and the t r u e owner cannot be induced to 
j o i n i n t h i s Agreement, such Tract s h a l l be automatically regarded 
as not committed hereto, and there s h a l l be such readjustment of 
fu t u r e costs and benefits as may be required on account of the loss 
of such t i t l e . I n the event of a dispute as t o t i t l e t o any 
Royalty, Working I n t e r e s t , or other i n t e r e s t s subject thereto, 
payment or d e l i v e r y on account thereof may be withheld without 
l i a b i l i t y f o r i n t e r e s t u n t i l the dispute i s f i n a l l y s e t t l e d ; 
provided, t h a t , as t o State or Federal lands or leases, no payments 
of funds due the United States or the State of New Mexico s h a l l be 
withheld, but such funds s h a l l be deposited as directed by the A.O. 
or Land Commissioner (as the case may be) t o be held as unearned 
money pending f i n a l settlement of the t i t l e dispute, and then 
applied as earned or returned i n accordance w i t h such f i n a l 
settlement. 

I f the t i t l e or r i g h t of any party claiming the r i g h t t o 
receive i n kin d a l l or any p o r t i o n of the Unitized Substances 
all o c a t e d t o a Tract i s i n dispute, Unit Operator at the d i r e c t i o n 
of Working I n t e r e s t Owners s h a l l e i t h e r : 

(a) require t h a t the party t o whom such Unitized Substances 
are delivered or t o whom the proceeds thereof are paid f u r n i s h 
s e c u r i t y f o r the proper accounting t h e r e f o r t o the r i g h t f u l owner 
i f the t i t l e or r i g h t of such party f a i l s i n whole or i n past, or 

(b) withhold and market the p o r t i o n of Unitized Substances 
w i t h respect t o which t i t l e or r i g h t i s i n dispute, and impound the 
proceeds thereof u n t i l such time as the t i t l e or r i g h t thereto i s 
established by a f i n a l judgement of a court of competent 
j u r i s d i c t i o n or otherwise t o the s a t i s f a c t i o n of Working I n t e r e s t 
Owners, whereupon the proceeds so impounded s h a l l be paid t o the 
party r i g h t f u l l y e n t i t l e d thereto. 

Each Working I n t e r e s t Owner s h a l l indemnify, hold harmless, 
and defend a l l other Working I n t e r e s t Owners against any and a l l 
claims by any party against the i n t e r e s t a t t r i b u t e d t o such Working 
I n t e r e s t Owner on Exhibits "B-1" and "B-2". 
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Unit Operator as such i s r e l i e v e d from any r e s p o n s i b i l i t y f o r 
any defect or f a i l u r e of any t i t l e hereunder. 

SECTION 22. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The 
terms, conditions and provisions of a l l leases, subleases and other 
contracts r e l a t i n g t o exploration, d r i l l i n g , development or 
operation f o r o i l or gas on lands committed t o t h i s Agreement are 
hereby expressly modified and amended t o the extent necessary t o 
make the same conform t o the provisions hereof, but otherwise t o 
remain i n f u l l force and e f f e c t , and the p a r t i e s hereto hereby 
consent t h a t the Secretary and the Land Commissioner, respectively, 
s h a l l and by t h e i r approval hereof, or by the approval hereof by 
t h e i r duly authorized representatives, do hereby e s t a b l i s h , a l t e r , 
change or revoke the d r i l l i n g , producing, r e n t a l , minimum Royalty 
and Royalty requirements of Federal and State leases committed 
hereto and the regulations i n respect thereto t o conform said 
requirements t o the provisions of t h i s Agreement. 

Without l i m i t i n g the g e n e r a l i t y of the foregoing, a l l leases, 
subleases and contracts are p a r t i c u l a r l y modified i n accordance 
w i t h the f o l l o w i n g : 

(a) The development and operation of lands subject t o t h i s 
Agreement under the terms hereof s h a l l be deemed f u l l performance 
of a l l o b l i g a t i o n s f o r development and operation w i t h respect t o 
each Tract subject t o t h i s Agreement, regardless of whether there 
i s any development of any Tract of the Unit Area, notwithstanding 
anything t o the contrary i n any lease, operating agreement or other 
contract by and between the p a r t i e s hereto, or t h e i r respective 
predecessors i n i n t e r e s t , or any of them. 

(b) D r i l l i n g , producing or improved recovery operations 
performed hereunder s h a l l be deemed t o be performed upon and f o r 
the b e n e f i t of each Tract, and no lease s h a l l be deemed t o expire 
by reason of f a i l u r e t o d r i l l or produce wells s i t u a t e d on the land 
t h e r e i n embraced. 

(c) Suspension of d r i l l i n g or producing operations w i t h i n the 
Unit Area pursuant t o d i r e c t i o n or consent of the Land Commissioner 
and the A.O., or t h e i r duly authorized representatives, s h a l l be 
deemed t o c o n s t i t u t e such suspension pursuant t o such d i r e c t i o n or 
consent as t o each Tract w i t h i n the Unitized Area. 

(d) Each lease, sublease, or contract r e l a t i n g t o the 
explo r a t i o n , d r i l l i n g , development, or operation f o r o i l and gas 
which by i t s terms might expire p r i o r t o the termination of t h i s 
Agreement, i s hereby extended beyond any such term so provided 
t h e r e i n , so t h a t i t s h a l l be continued i n f u l l force and e f f e c t f o r 
and during the term of t h i s Agreement. 

(e) Any lease embracing lands of the State of New Mexico 
which i s made subject t o t h i s Agreement s h a l l continue i n force 
beyond the term provided t h e r e i n as t o the lands committed hereto 
u n t i l the termination hereof. 

( f ) Any lease embracing lands of the State of New Mexico 
having only a p o r t i o n of i t s land committed hereto s h a l l be 
segregated as t o t h a t p o r t i o n committed and t h a t not committed, and 
the terms of such lease s h a l l apply separately t o such segregated 
portions commencing as of the E f f e c t i v e Date hereof. Provided, 
however, t h a t notwithstanding any of the provisions of t h i s 
Agreement t o the contrary, such lease ( i n c l u d i n g both segregated 
portions) s h a l l continue i n f u l l force and e f f e c t beyond the term 
provided t h e r e i n as t o a l l lands embraced i n such lease i f o i l or 
gas i s , or has heretofore been discovered i n paying q u a n t i t i e s on 
some p a r t of the lands embraced i n such lease committed t o t h i s 
Agreement or, so long as a p o r t i o n of the Unitized Substances 
produced from the Unit Area i s , under the terms of t h i s Agreement, 
all o c a t e d t o the p o r t i o n of the lands covered by such lease 
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committed t o t h i s Agreement, or, at anytime during the term hereof, 
as t o any lease t h a t i s then v a l i d and subsisting and upon which 
the lessee or the Unit Operator i s then engaged i n bona f i d e 
d r i l l i n g , reworking, or improved recovery operations on any part of 
the lands embraced i n such lease, then the same as t o a l l lands 
embraced t h e r e i n s h a l l remain i n f u l l force and e f f e c t so long as 
such operations are d i l i g e n t l y prosecuted, and i f they r e s u l t i n 
the production of o i l or gas, said lease s h a l l continue i n f u l l 
force and e f f e c t as t o a l l of the lands embraced t h e r e i n , so long 
t h e r e a f t e r as o i l or gas i n paying q u a n t i t i e s i s being produced 
from any p o r t i o n of said lands. 

(g) The segregation of any Federal lease committed t o t h i s 
Agreement i s governed by the f o l l o w i n g p r o v i s i o n i n the f o u r t h 
paragraph of Section 17(j) of the Mineral Leasing Act, as amended 
by the Act of September 2, 1960 (74 Stat. 781-784): "Any (Federal) 
lease heretofore or hereafter committed t o any such ( u n i t ) plan 
embracing lands t h a t are i n part w i t h i n and i n p a r t outside of the 
area covered by any such plan s h a l l be segregated i n t o separate 
leases as t o the lands committed and the lands not committed as of 
the e f f e c t i v e date of u n i t i z a t i o n ; provided, however, t h a t any such 
lease as t o the nonunitized p o r t i o n s h a l l continue i n force and 
e f f e c t f o r the term thereof but f o r not less than two years from 
the date of such segregation and so long t h e r e a f t e r as o i l or gas 
i s produced i n paying q u a n t i t i e s . " 

SECTION 23. COVENANTS RUN WITH LAND. The covenants herein 
s h a l l be construed t o be covenants running w i t h the land with 
respect t o the i n t e r e s t of the p a r t i e s hereto and t h e i r successors 
i n i n t e r e s t u n t i l t h i s Agreement terminates, and any grant, 
t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject hereto 
s h a l l be and hereby i s conditioned upon the assumption of a l l 
p r i v i l e g e s and ob l i g a t i o n s hereunder by the grantee, transferee or 
other successor i n i n t e r e s t . No assignment or t r a n s f e r of any 
Working I n t e r e s t subject hereto s h a l l be binding upon Unit Operator 
u n t i l the f i r s t day of the calendar month a f t e r Unit Operator i s 
furnished w i t h the o r i g i n a l , or acceptable photostatic or c e r t i f i e d 
copy, of the recorded instrument or t r a n s f e r ; and no assignment or 
tr a n s f e r of any Royalty I n t e r e s t subject hereto s h a l l be binding 
upon the Working I n t e r e s t Owner responsible t h e r e f o r u n t i l the 
f i r s t day of the calendar month a f t e r said Working I n t e r e s t Owner 
i s furnished w i t h the o r i g i n a l , or acceptable photostatic or 
c e r t i f i e d copy, of the recorded instrument or t r a n s f e r . 

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement s h a l l 
become binding upon each party who executes or r a t i f i e s i t as of 
the date of execution or r a t i f i c a t i o n by such party and s h a l l 
become e f f e c t i v e on the f i r s t day of the calendar month next 
f o l l o w i n g the approval of t h i s Agreement by the A.O., the Land 
Commissioner and the Commission. 

I f t h i s Agreement does not become e f f e c t i v e on or before 
January 1, 1999, i t s h a l l ipso facto expire on said date 
(hereinafter c a l l e d "Expiration Date") and th e r e a f t e r be of no 
f u r t h e r force or e f f e c t , unless p r i o r thereto t h i s Agreement has 
been executed or r a t i f i e d by Working I n t e r e s t Owners owning a 
combined Unit P a r t i c i p a t i o n of a t lea s t seventy-five percent (75%) ; 
and a t le a s t seventy-five percent (75%) of such working I n t e r e s t 
Owners committed t o t h i s Agreement have decided t o extend 
Expi r a t i o n Date f o r a period not t o exceed one (1) year 
(he r e i n a f t e r c a l l e d "Extended Expiration Date"). I f Expiration 
Date i s so extended and t h i s Agreement does not become e f f e c t i v e on 
or before Extended Expiration Date, i t s h a l l ipso facto expire on 
Extended Expi r a t i o n Date and t h e r e a f t e r be of no f u r t h e r force and 
e f f e c t . 

Unit Operator s h a l l f i l e f o r record w i t h i n t h i r t y (30) days 
a f t e r the E f f e c t i v e Date of t h i s Agreement, i n the o f f i c e of the 
County Clerk of Lea County, New Mexico, where a counterpart of t h i s 
Agreement has become e f f e c t i v e according t o i t s terms and s t a t i n g 
f u r t h e r the E f f e c t i v e Date. 

16 



The terms of t h i s Agreement s h a l l be f o r and during the time 
t h a t Unitized Substances are produced from the u n i t i z e d land and so 
long t h e r e a f t e r as d r i l l i n g , reworking or other operations 
( i n c l u d i n g improved recovery operations) are prosecuted thereon 
without cessation of more than ninety (90) consecutive days unless 
sooner terminated as herein provided. 

This Agreement may be terminated w i t h the approval of the Land 
Commissioner and the A.O. by Working I n t e r e s t Owners owning 
seventy-five percent (75%) of the Unit P a r t i c i p a t i o n then i n e f f e c t 
whenever such Working I n t e r e s t Owners determine t h a t Unit 
Operations are no longer p r o f i t a b l e , or i n the i n t e r e s t of 
conservation. Upon approval, such termination s h a l l be e f f e c t i v e 
as of the f i r s t day of the month a f t e r said Working I n t e r e s t 
Owners' determination. Notice of any such termination s h a l l be 
f i l e d by Unit Operator i n the o f f i c e of the County Clerk of Lea 
County, New Mexico, w i t h i n t h i r t y (30) days of the e f f e c t i v e date 
of termination. 

Upon termination of t h i s Agreement, the p a r t i e s hereto s h a l l 
be governed by the terms and provisions of the leases and contracts 
a f f e c t i n g the separate Tracts j u s t as i f t h i s Agreement had never 
been entered i n t o . 

Notwithstanding any other provision i n the leases u n i t i z e d 
under t h i s Agreement, Royalty Owners hereby grant Working I n t e r e s t 
Owners a period of s i x months a f t e r termination of t h i s Agreement 
i n which t o salvage, s e l l , d i s t r i b u t e or otherwise dispose of the 
personal property and f a c i l i t i e s used i n connection w i t h Unit 
Operations. 

SECTION 25. RATE OF PROSPECTING. DEVELOPMENT AND PRODUCTION. 
A l l production and the disposal thereof s h a l l be i n conformity w i t h 
a l l o c a t i o n s and quotas made or f i x e d by any duly authorized person 
or regulatory body under any Federal or State s t a t u t e . The A.O. i s 
hereby vested w i t h a u t h o r i t y t o a l t e r or modify from time t o time, 
i n h i s d i s c r e t i o n , the rate of prospecting and development and 
w i t h i n the l i m i t s made or f i x e d by the D i v i s i o n t o a l t e r or modify 
the q u a n t i t y and ra t e of production under t h i s Agreement, such 
a u t h o r i t y being hereby l i m i t e d t o a l t e r a t i o n or modification i n the 
publ i c i n t e r e s t , the purpose thereof and the p u b l i c i n t e r e s t t o be 
served thereby t o be stated i n the order of a l t e r a t i o n or 
mod i f i c a t i o n ; provided, f u r t h e r , t h a t no such a l t e r a t i o n or 
mod i f i c a t i o n s h a l l be e f f e c t i v e as t o any land of the State of New 
Mexico as t o the r a t e of prospecting and development i n the absence 
of the s p e c i f i c w r i t t e n approval thereof by the Land Commissioner 
and as t o any lands i n the State of New Mexico or privately-owned 
lands subject t o t h i s Agreement or t o the quantity and ra t e of 
production from such lands i n the absence of s p e c i f i c w r i t t e n 
approval thereof by the D i v i s i o n . 

Powers i n t h i s Section vested i n the A.O. s h a l l only be 
exercised a f t e r notice t o Unit Operator and opportunity f o r hearing 
t o be held not less than f i f t e e n (15) days from notice, and 
th e r e a f t e r subject t o administrative appeal before becoming f i n a l . 

SECTION 26. NONDISCRIMINATION. Unit Operator i n connection 
w i t h the performance of work under t h i s agreement r e l a t i n g t o 
leases of the United States, agrees t o comply w i t h a l l of the 
provisions of Section 202(1) t o (7) i n c l u s i v e of Executive Order 
11246, (30 F.R. 12319), which are hereby incorporated by reference 
i n t h i s Agreement. 

SECTION 27. APPEARANCES. Unit Operator s h a l l have the r i g h t 
t o appear f o r or on behalf of any i n t e r e s t s affected hereby before 
the Land Commissioner, the Department, and the D i v i s i o n , and t o 
appeal from any order issued under the rules and regulations of the 
Land Commissioner, the Department or the D i v i s i o n , or t o apply f o r 
r e l i e f from any of said rules and regulations or i n any proceedings 
r e l a t i v e t o operations before the Land Commissioner, the Department 
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or the Division or any other legally constituted authority; 
provided, however, that any other interested party shall also have 
the r i g h t at his or i t s own expense to be heard in any such 
proceeding. 

SECTION 28. NOTICES. A l l notices, demands, objections or 
statements required hereunder to be given or rendered to the 
parties hereto shall be deemed f u l l y given i f made in writing and 
personally delivered to the party or parties or sent by postpaid 
c e r t i f i e d or registered mail, addressed to such party or parties at 
their l a s t known address set fo r t h i n connection with the 
signatures hereto or to the r a t i f i c a t i o n or consent hereof or to 
such other addresses as any such party or parties may have 
furnished i n writing to the party sending the notice, demand or 
statement. 

SECTION 29. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s 
Agreement contained s h a l l be construed as a waiver by any party 
hereto of the r i g h t t o assert any l e g a l or c o n s t i t u t i o n a l r i g h t or 
defense as t o the v a l i d i t y or i n v a l i d i t y of any law of the State 
wherein said Unitized Lands are located, or regulations issued 
thereunder i n any way a f f e c t i n g such party, or as a waiver by any 
such party of any r i g h t beyond h i s or i t s a u t h o r i t y t o waive; 
provided, however, each party hereto covenants t h a t i t w i l l not 
r e s o r t t o any action t o p a r t i t i o n the u n i t i z e d land or the Unit 
Equipment. 

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO 
REALTY. Each Working I n t e r e s t Owner has heretofore placed and used 
on i t s Tract or Tracts committed t o t h i s Agreement various w e l l and 
lease equipment and other property, equipment and f a c i l i t i e s . I t 
i s also recognized t h a t a d d i t i o n a l equipment and f a c i l i t i e s may 
hereafter be placed and used upon the u n i t i z e d land as now or 
hereafter c o n s t i t u t e d . Therefore, f o r a l l purposes of t h i s 
Agreement, any such equipment s h a l l be considered t o be personal 
property and not f i x t u r e s attached t o r e a l t y . Accordingly, said 
w e l l and lease equipment and personal property i s hereby severed 
from the mineral estates affected by t h i s Agreement, and i t i s 
agreed t h a t any such equipment and personal property s h a l l be and 
remain personal property of the Working I n t e r e s t Owners f o r a l l 
purposes. 

SECTION 31. UNAVOIDABLE DELAY. A l l obl i g a t i o n s under t h i s 
Agreement r e q u i r i n g the Unit Operator t o commence or continue 
improved recovery operations or t o operate on or produce Unitized 
Substances from any of the lands covered by t h i s Agreement s h a l l be 
suspended while, but only so long as, the Unit Operator, despite 
the exercise of due care and d i l i g e n c e , i s prevented from complying 
w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , acts of 
God, Federal, State or municipal law or agency, unavoidable 
accident, uncontrollable delays i n t r a n s p o r t a t i o n , i n a b i l i t y t o 
obtain necessary materials or equipment i n open market, or other 
matters beyond the reasonable c o n t r o l of the Unit Operator whether 
s i m i l a r t o matters herein enumerated or not. 

SECTION 32. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by 
any Royalty Owner, at any time, must be accompanied by appropriate 
joi n d e r of the corresponding Working I n t e r e s t Owner i n order f o r 
the i n t e r e s t of such Royalty Owner t o be regarded as e f f e c t i v e l y 
committed. Joinder t o t h i s Agreement by a Working I n t e r e s t Owner, 
at any time, must be accompanied by appropriate joinder t o the Unit 
Operating Agreement i n order f o r such i n t e r e s t t o be regarded as 
e f f e c t i v e l y committed t o t h i s Agreement. 

Any o i l or gas i n t e r e s t i n the Unitized Formation not 
committed hereto p r i o r t o submission of t h i s Agreement t o the Land 
Commissioner and the A.O. f o r f i n a l approval may t h e r e a f t e r be 
committed hereto upon compliance w i t h the applicable provisions of 
t h i s Section and of Section 14 (Tracts Q u a l i f i e d f o r P a r t i c i p a t i o n ) 
hereof, a t any time up t o the E f f e c t i v e Date hereof on the same 
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basis of Tract P a r t i c i p a t i o n as provided i n Section 13, by the 
owner or owners thereof subscribing, r a t i f y i n g , or consenting i n 
w r i t i n g t o t h i s Agreement and, i f the i n t e r e s t i s a Working 
I n t e r e s t , by the owner of such i n t e r e s t subscribing also t o the 
Unit Operating Agreement. 

I t i s understood and agreed, however, t h a t from and a f t e r the 
E f f e c t i v e Date hereof the r i g h t of subsequent joinder as provided 
i n t h i s Section s h a l l be subject t o such requirements or approvals 
and on such basis as may be agreed upon by Working I n t e r e s t Owners 
owning not less than s i x t y - f i v e (65%) of the Unit P a r t i c i p a t i o n 
then i n e f f e c t , and approved by the Land Commissioner and A.O. 
Such subsequent joi n d e r by a proposed Working I n t e r e s t Owner must 
be evidenced by h i s execution or r a t i f i c a t i o n of t h i s Agreement and 
the Unit Operating Agreement and, where State or Federal land i s 
involved, such joinder must be approved by the Land Commissioner or 
A.O. such joi n d e r by a proposed Royalty Owner must be evidenced by 
his execution, r a t i f i c a t i o n or consent of t h i s Agreement and must 
be consented t o i n w r i t i n g by the Working I n t e r e s t Owner 
responsible f o r the payment of any benefits t h a t may accrue 
hereunder i n behalf of such proposed Royalty Owner. Except as may 
be otherwise herein provided, subsequent joinder t o t h i s Agreement 
s h a l l be e f f e c t i v e as of the f i r s t day of the month f o l l o w i n g the 
f i l i n g w i t h the Land Commissioner and A.O. of duly executed 
counterparts of any and a l l documents necessary t o establish 
e f f e c t i v e commitment of any Tract or i n t e r e s t t o t h i s Agreement, 
unless objection t o such joinder by the Land Commissioner or the 
A.O., i s duly made s i x t y (60) days a f t e r such f i l i n g . 

SECTION 33. COUNTERPARTS. This Agreement may be executed i n 
any number of counterparts, no one of which needs t o be executed by 
a l l p a r t i e s and may be r a t i f i e d or consented t o by separate 
instrument i n w r i t i n g , s p e c i f i c a l l y r e f e r r i n g hereto, and s h a l l be 
binding upon a l l those p a r t i e s who have executed such a 
counterpart, r a t i f i c a t i o n or consent hereto w i t h the same force and 
e f f e c t as i f a l l p a r t i e s had signed the same document, and 
regardless of whether or not i t i s executed by a l l other p a r t i e s 
owning or claiming an i n t e r e s t i n the land w i t h i n the described 
Unit Area. Furthermore, t h i s Agreement s h a l l extend t o and be 
binding on the p a r t i e s hereto, t h e i r successors, h e i r s and assigns. 

SECTION 34. JOINDER IN DUAL CAPACITY. Execution as herein 
provided by any party as e i t h e r a Working I n t e r e s t Owner or a 
Royalty Owner s h a l l commit a l l i n t e r e s t s owned or c o n t r o l l e d by 
such p a r t y ; provided, t h a t i f the party i s the owner of a Working 
I n t e r e s t , he must also execute the Unit Operating Agreement. 

SECTION 35. TAXES. Each party hereto s h a l l , f o r i t s own 
account, render and pay i t s share of any taxes l e v i e d against or 
measured by the amount or value of the Unitized Substances produced 
from the u n i t i z e d land; provided, however, t h a t i f i t i s required 
or i f i t be determined t h a t the Unit Operator or the several 
Working I n t e r e s t Owners must pay or advance said taxes f o r the 
account of the p a r t i e s hereto, i t i s hereby expressly agreed t h a t 
the p a r t i e s so paying or advancing said taxes s h a l l be reimbursed 
t h e r e f o r by the p a r t i e s hereto, in c l u d i n g Royalty Owners, who may 
be responsible f o r the taxes on t h e i r respective allocated share of 
said Unitized Substances. No taxes s h a l l be charged t o the United 
States or t o the State of New Mexico, nor t o any lessor who has a 
contract w i t h a lessee which requires h i s lessee t o pay such taxes. 

SECTION 36. NO PARTNERSHIP. The duties, o b l i g a t i o n s and 
l i a b i l i t i e s of the p a r t i e s hereto are intended t o be several and 
not j o i n t or c o l l e c t i v e . This Agreement i s not intended t o create, 
and s h a l l not be construed t o create, an association or t r u s t , or 
to impose a partnership duty, o b l i g a t i o n or l i a b i l i t y w i t h regard 
t o any one or more of the p a r t i e s hereto. Each party hereto s h a l l 
be i n d i v i d u a l l y responsible f o r i t s own o b l i g a t i o n as herein 
provided. 
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SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. Unit 
Operator s h a l l make a proper and timely gauge of a l l leases and 
other tanks w i t h i n the Unit Area i n order t o ascertain the amount 
of merchantable o i l above the p i p e l i n e connection, i n such tanks as 
of 7:00 a.m. on the E f f e c t i v e Date hereof. A l l such o i l which has 
then been produced i n accordance w i t h established allowables s h a l l 
be and remain the property of the Working I n t e r e s t Owner e n t i t l e d 
t h e r e t o , the same as i f the u n i t had not been formed; and the 
responsible Working I n t e r e s t Owner s h a l l promptly remove said o i l 
from the u n i t i z e d land. Any such o i l not so removed s h a l l be sold 
by Unit Operator f o r the account of such Working I n t e r e s t Owners, 
subject t o the payment of a l l Royalty t o Royalty Owners under the 
terms hereof. The o i l t h a t i s i n excess of the p r i o r allowable of 
the wells from which i t was produced s h a l l be regarded as Unitized 
Substances produced a f t e r E f f e c t i v e Date hereof. 

I f , as of the E f f e c t i v e Date hereof, any Tract i s overproduced 
w i t h respect t o the allowable of the wells on t h a t Tract and the 
amount of over-production has been sold or otherwise disposed of, 
such over-production s h a l l be regarded as a p a r t of the Unitized 
Substances produced a f t e r the E f f e c t i v e Date hereof and s h a l l be 
charged t o such Tract as having been delivered t o the p a r t i e s 
e n t i t l e d t o Unitized Substances allocated t o such Tract. 

SECTION 38. NO SHARING OF MARKET. This Agreement i s not 
intended t o provide and s h a l l not be construed t o provide, d i r e c t l y 
or i n d i r e c t l y , f o r any cooperative r e f i n i n g , j o i n t sale or 
marketing of Unitized Substances. 

SECTION 39. STATUTORY UNITIZATION. I f and when Working 
I n t e r e s t Owners owning at least seventy-five percent (75%) Unit 
P a r t i c i p a t i o n and Royalty Owners owning at le a s t seventy-five 
percent (75%) Royalty I n t e r e s t have become p a r t i e s t o t h i s 
Agreement or have approved t h i s Agreement i n w r i t i n g and such 
Working I n t e r e s t Owners have also become p a r t i e s t o the Unit 
Operating Agreement, Unit Operator may make a p p l i c a t i o n t o the 
D i v i s i o n f o r s t a t u t o r y u n i t i z a t i o n of the uncommitted i n t e r e s t s 
pursuant t o the Statutory U n i t i z a t i o n Act (Chapter 65, A r t i c l e 14, 
N.M.S. 1953 Annotated). I f such a p p l i c a t i o n i s made and s t a t u t o r y 
u n i t i z a t i o n i s approved by the D i v i s i o n , then e f f e c t i v e as of the 
date of the Division's order approving s t a t u t o r y u n i t i z a t i o n , t h i s 
Agreement and/or the Unit Operating Agreement s h a l l automatically 
be revised and/or amended i n accordance w i t h the f o l l o w i n g : 

(1) Section 14 of t h i s Agreement s h a l l be revised by 
s u b s t i t u t i n g f o r the e n t i r e said Section the f o l l o w i n g : 

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and 
a f t e r the E f f e c t i v e Date hereof, a l l Tracts w i t h i n the Unit Area 
s h a l l be e n t i t l e d t o p a r t i c i p a t i o n i n the production of Unitized 
Substances." 

(2) Section 2 4 of t h i s Agreement s h a l l be revised by 
s u b s t i t u t i n g f o r the f i r s t three paragraphs of said Section the 
f o l l o w i n g : 

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement 
s h a l l become e f f e c t i v e on the f i r s t day of the calendar month next 
f o l l o w i n g the e f f e c t i v e date of the Division's order approving 
s t a t u t o r y u n i t i z a t i o n upon the terms and conditions of t h i s 
Agreement, as amended ( i f any amendment i s necessary) t o conform t o 
the Division's order; approval of t h i s Agreement, as so amended, by 
the Land Commissioner; and the A.O. and the f i l i n g by Unit Operator 
of t h i s Agreement or notice thereof f o r record i n the o f f i c e of the 
County Clerk of Eddy County, New Mexico. Unit operator s h a l l not 
f i l e t h i s Agreement or notice thereof f o r record, and hence t h i s 
Agreement s h a l l not become e f f e c t i v e , unless w i t h i n ninety (90) 
days a f t e r the date a l l other p r e r e q u i s i t e s f o r effectiveness of 
t h i s Agreement have been s a t i s f i e d , such f i l i n g i s approved by 
Working I n t e r e s t Owners owning a combined Unit P a r t i c i p a t i o n of at 
lea s t s i x t y - f i v e (65%) as t o a l l Tracts w i t h i n the Unit Area. 



"Unit Operator s h a l l , w i t h i n t h i r t y (30) days a f t e r the 
Ef f e c t i v e Date of t h i s Agreement, f i l e f o r record i n the o f f i c e of 
the County Clerk of Eddy County, New Mexico, a c e r t i f i c a t e t o the 
e f f e c t t h a t t h i s Agreement has become e f f e c t i v e i n accordance w i t h 
i t s terms, t h e r e i n i d e n t i f y i n g the Division's order approving 
s t a t u t o r y u n i t i z a t i o n and s t a t i n g the E f f e c t i v e Date." 

(3) This Agreement an/or the Unit Operating Agreement s h a l l 
be amended i n any and a l l respects necessary t o conform t o the 
Division's order approving s t a t u t o r y u n i t i z a t i o n . 

Any and a l l amendments of t h i s Agreement and/or the Unit 
Operating Agreement t h a t are necessary t o conform said agreements 
t o the Division's order approving s t a t u t o r y u n i t i z a t i o n s h a l l be 
deemed t o be hereby approved i n w r i t i n g by the p a r t i e s hereto 
without any necessity f o r f u r t h e r approval by said p a r t i e s , except 
as fo l l o w s : 

(a) I f any amendment of t h i s Agreement has the e f f e c t of 
reducing any Royalty Owner's p a r t i c i p a t i o n i n the production of 
Unitized Substances, such Royalty Owner s h a l l not be deemed t o have 
hereby approved the amended agreement without the necessity of 
f u r t h e r approval i n w r i t i n g by said Royalty Owner; and 

(b) I f any amendment of t h i s Agreement and/or the Unit 
Operating Agreement has the e f f e c t of reducing any Working I n t e r e s t 
Owner's p a r t i c i p a t i o n i n the production of Unitized Substances or 
increasing such Working I n t e r e s t Owner's share of Unit Expense, 
such Working I n t e r e s t Owner s h a l l not be deemed t o have hereby 
approved the amended agreements without the necessity of f u r t h e r 
approval i n w r i t i n g by said Working I n t e r e s t Owner. 

IN WITNESS WHEREOF, the undersigned have executed t h i s 
agreement on the dates evidenced by t h e i r respective c e r t i f i c a t e s 
of acknowledgement hereof. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

GP I I ENERGY, INC. 

Address: P. 0. Box 50682 
Midland, Texas 79710 

STATE OF TEXAS ) 
) 

COUNTY OF MIDLAND ) 

This instrument was acknowledged before me on February 4th, 
1999, by George P. M i t c h e l l , I I , President of GP I I Energy, Inc., 
a Texas Corporation, on behalf of said corporation. 
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EXHIBIT " B-2 " 
ACRES % of Unit 

FEDERAL LANDS '. MMJK 95.39% Attached to that certain UnR Agreement 

STATE LANDS: «60 14.41X dated the day of February, 199S, for 

TOTAL UNIT LANDS: «1J5JW loo oox the North Square Lake Unit, located page 1of2 

In Eddy Coun ty , New Mexico 
(version 1-25-1999) 

TRACT TRACT OWNER 

TRACT NO 
LEASE 
NAME 

WORKMQ INTEREST 
OWNER NAME 

OWNER 

W.l.% 
TRACT OIL 
CUWC1-M 

TRACT 
ACRES 

TOT PROO 
1 THRUCtW 

UNIT 
FACTOR 

UNIT 

C*> 

1 CARPER SQUARE LAKE PARTNERS 100 192227 80 230 0.012OO5S06 1 20056057 

2 JOHNSON SQUARE LAKE PARTNERS 100 1461089 640 3546 0.123370097 123370097 

2A KENNEDY CHASE OIL CORP 100 25238 60 0 0.001 ( M 1 M 016061985 

28 KENNEDY BETH MCDONALD 

BERT JONES ESTATE 

75 

25 

91294 80 382 0.01067116$ 

0010871155 

0 81533662 
0 27177887 

3 JOHNSON A SQUARE LAKE PARTNERS 100 150168 80 41 0.0070SC214 0 70662136 

3A KENNEDY A WEBB OIL COMPANY 100 49159 eo 346 0.OOW37175 0 86371754 

4 SHELDON SQUARE LAKE PARTNERS 100 15982 40 0 0.O0OS3OS44 0 09305438 

4A JOHNSON WEBB OA. COMPANY 100 340030 280 315 0.02073(77 2 07357696 

5 TEXAS TRD SQUARE LAKE PARTNERS 100 676641 320 587 0.038S316O9 3.86315093 

6 JOHNSON SQUARE LAKE PARTNERS 100 5003 40 0 0.000614483 0 05144826 

6A KENNEDY A GLENN PLEMMONS 100 21234 40 3 0.001182(76 011826764 

7 CARPER AB SQUARE LAKE PARTNERS 100 145009 160 92 0.00S423299 0.84232992 

8 VICKERS SQUARE LAKE PARTNERS 100 834973 240 1227 0.05531038S 5 53103864 

9 DRIER SQUARE LAKE PARTNERS 100 641203 160 3219 0.082S77404 8 25774044 

9A ROWLEY WEBB OIL COMPANY 

BHW.LLC 

83.33 

16.67 

106600 80 441 0.0124*5538 

0.012495538 

1 04125316 

020830061 

10 ORIER SQUARE LAKE PARTNERS 100 0 40 0 0.000324888 0.03248884 

11 TEXAS T-A SQUARE LAKE PARTNERS 100 374346 160 423 0.022S73229 2.29732294 

12 FIDEL A SQUARE LAKE PARTNERS 100 558870 160 1082 0.041(30772 416307725 

13 ETZ SQUARE LAKE PARTNERS 100 224892 160 163 0.012707307 1 27073074 

14 ORIER A SQUARE LAKE PARTNERS 100 113326 40 756 0.018001279 1 80012791 

15 ORIER as SQUARE LAKE PARTNERS 100 1573547 560 4153 0.137CSS10O2 13 7691002 

16 BR UMNO SQUARE LAKE PARTNERS 100 768774 240 607 0.041827229 4.18272289 

17 WALNUT CHASE OIL CORP 100 515780 160 1075 0O3S873924 398739242 

18 VALENTINE WEBB OIL COMPANY 100 115983 80 204 0.0O865SC36 0-66560358 

16A TRSTK-27 WEBB OIL COMPANY 100 46342 40 148 0.004700782 0.47007824 

19 CHASE-FTR GLEN PLEMMONS 100 8462 40 69 0 .0018(018 0.18669179 

19A TRUST KENNE0Y OIL COMP 100 47719 40 0 0.0021332S2 0 21332523 



EXHIBIT • B-2 -
ACRES 1 of Unit 

FEDERAL LANDS: 8195-96 *5.S9% Attached to that certain Unit Agreement 
STATE LANDS: 960 14.41* dated the day of February, 1999, for 
TOTAL UNIT LANDS: 6155.96 100.00% the North Square Lake Unit, located 

In Eddy County, New Mexico PAOE2of2 
(version 1-25-1999) 

TRACT TRACT OWNER 

LEASE WORKING INTEREST OWNER TRACT OIL TRACT TOT PROD UNIT UNIT 
TRACT NO NAME OWNER NAME W.I. % CUMg1-K ACRES 1 THRU 6-90 FACTOR (%) 

20 LOE SQUARE LAKE PARTNERS 33 33 902603 442 48 1674 0.070970279 2.36543939 
KM JONES Ol_O0 33.33 0 070970279 2 36543939 
STAPLES OIL COMP 33.33 0.070970279 2.36543939 

21 HJ LOE SQUARE LAKE PARTNERS 100 118548 80 557 0.015001*03 1.50016089 

22 FED2T-J CHASE OILOORP 100 4458 40 0 0.000493829 0 04938292 

22A FED CHASE OIL CORP 100 43113 120 0 0.0O2SOS48 0 26084797 

22B RILEY WEBB OIL COMPANY 75 26905 40 95 0.0O3O26OS5 0 22695416 
BERT JONES ESTATE 25 0003026055 0.07565139 

23 CARPER WEBB OIL COMPANY 100 7760 40 0 0.00OS1BSC2 0 06189621 

23A CARPER WEBB OIL COMPANY 100 63245 40 158 0.006518348 0 55183478 

24 CARPER 0 SQUARE LAKE PARTNERS 100 394531 80 540 0.0261SS37S 251593748 

25 BAXTER A UNKNOWN( Mset i Jan. 20,1999) 100 96177 120 0 0.004*193*8 0 46193982 

26 JEFFERS WEBB OIL COMPANY 100 58504 40 66 0.003710212 0.37102121 

27 ORIER B SQUARE LAKE PARTNERS 100 26628 33.48 372 0.0078*6713 076657131 

2 6 ' CONTNTL SQUARE LAKE PARTNERS 100 268364 160 318 0.0170*8346 1 7098345 

29* STATEH SQUARE LAKE PARTNERS 100 281380 80 280 0.01C2C9196 1 62691948 

2»A* WITCH HERMAN LkUUbl IfcH 100 132885 40 0 0.006362374 053523742 

XT STATE J-S SQUARE LAKE PARTNERS S7.5 248746 40 144 0.012300301 1.07627635 
MAXW. COLL 3125 0012300301 0 03843844 

JONF. COLL 3125 0.012300301 0 03843844 

JAMES N COLL 3125 0 012300301 0 03843844 
CHARLES H. COLL 3.125 0 012300301 0 03843844 

3V TIDEWTR SQUARE LAKE PARTNERS 7585 209428 80 1525 0.036679*46 2.69873889 
BORLAND INC D24 0 035579946 0 00853919 

CY. PROOUCTON LLC 0.61 0 035579946 0 02170377 

G8N INC. 0.24 0 035579946 0 00853919 
R.MACE HOLMAN JR 061 0.035579946 0.02170377 
JL SMITH CO 0.8 0.035579946 0.02846396 
LATHROP DIAMOND BIT 1 86 0.035579946 00668903 

RACHEL LYMAN 094 0035579946 0 03344515 
CV TEST TRUST 094 0 035579946 0.03344515 

PRIDE ENERGY 125 0035579946 0.44474932 
RBP LAND COMP 1 88 0 035579946 0 0668903 
SECOM1EOUP 1.63 0 035579946 005799531 
W. WATSON NC. 1.88 0035579946 0 0668903 

32- WEST DEV SQUARE LAKE PARTNERS 93 25 142111 eo 729 0.01893*08* 1 82288704 

LATHROP DIAMOND BIT 375 •0018939086 007102157 

33' ZEPHYR SQUARE LAKE PARTNERS 100 405217 480 1066 0.038123818 381238183 

• DENOTES STATE LANDS 
[TOTAL UNIT 12634272 8166.96 26836 1 100.00% | 

| (TRACTS 1 THRU 77) FEDERAL LANDS 10846361 619S.S6 22773 0J3SS33S93C 66.69% | 

((TRACTS 24 THRU XV -STATE LANDS 1687911 860 4062 0.143*630*6 14 .41% | 



E X H I B I T C (2-1-99) 

UNIT 
ROYALTY ROYALTY 
OWNERS INTEREST 

1.0000000 
MMS 10.7042250 
State of New Mexico 1.7957750 
Override Owners: 0.0000000 
B & H Properties 0.0240942 
Carl Brininstool 0.1204708 
Logan Royalties 0.8832892 
Pogar Petroleum 0.1204708 
Rocky Mountain Res. 0.0642513 
Oxy USA Inc. 0.1647790 
Victor Sirgo 0.4474642 
Bernard Alpern 0.0690872 
Trust for C. Beal Jr. 0.0592176 
Trust for B. Beal 0.0592176 
Trust for K Beal 0.0592176 
Trust for S. Beal 0.0592176 
Trust for K. Geuber 0.0592176 
H. H. Black Trust 0.0111033 
Carol Brookman 0.0074022 
Cerri Family Trust 0.0222066 
D. Flugstad 0.0024674 
M B Foreman 0.0234403 
G. N. Frank Est. 0.0690872 
R. L. Halvorsen 0.0056750 
William Horton 0.0074022 
T. F. Lugaric 0.1369407 
Samuel Luks 0.0345436 
Stephen McNail 0.0024674 
William H. McNail 0.0024674 
Florence Miller 0.0456469 
R, B. Miller Fdn. 0.1147341 
Vicky Moser 0.9805686 
Elizabeth Murov 0.0296088 
Erica Murov 0.0148044 
Zachary Murov 0.0148044 
R. W. Page 0.0111033 
E. Palma Trust 0.0228235 
Ellen Palma 0.0111033 
Nadine Parr 0.0345436 
B. Rosenthal Trustee 0.0234403 
Peggy Runyan 0.9805686 
Morris Radman 0.0150511 
M&B Goldman Radman 0.0148044 
Patricia Schaen 0.0444450 
|udith Smith 0.0234403 
Melba Trobaugh 0.2109627 
Harvey Wachtel 0.0234403 
Carole Winter Est. 0.0370110 
Nancy Winter 0.0493480 
Yates Employee 87 LTD 0.0798821 
Frank Darden 0.0077316 
acqueline Dickerson 0.0038658 

Carole Gauntt 0.0038658 

Paae 1 



EXHIBIT C (2-1-99) 

E. T. Boyle Trust 0.2728886 

|ohn Boyle Trust 0.6364302 
F/B/O Ruth Taylor 0.2725022 
RL Taylor Tr. #1071001 0.6365152 
Selma Andrews 0.0088422 
Braille Institute 0.0081620 
Max W. Coll I I 0.0418999 
Jon F. Coll 0.0418999 
James N. Coll 0.0418999 
Columbine I I Ltd. Part. 0.0210853 
Charles H. Coll 0.0418999 
Rose Cottingham 0.0170043 
Vera Cox Haefs 0.0020405 
Higgins Trust Inc. 0.0170043 
James Petrolem Tr. 0.0088422 
Marshall & Winston 0.0170043 
Tommye Robinson 0.0061215 
J. Smith Trust 0.0040810 
Ward Investments Ltd. 0.0040810 
Wm. & Margaret Colby 0.3558331 
Colby Rev Living Trust 0.3161034 
Therylene K. Helm 0.4715147 
Jack D. Knox 0.4715147 
Mrs. T. B. Knox 1.4145440 
Texacal Oil & Gas Inc. 0.4715147 
Dorothy Foster RVOC Tr. 0.0358953 
W. R. Phillips 0.0151622 
Leland Price, Inc. 0.0923515 
Gertrude McDorman Trustee 0.1303050 
Bert Murphy 0.0124826 
Hal C. Porter 0.0061513 
Lillie Mabel Bates 0.0090005 
Wendell W. Iverson 0.0419412 
W. Iverson Trust 0.0274946 
WWI 1990 Wendell W. Iverson 0.0250214 
SJI JR 1990 Trust 0.0525160 
PIP Trust Wendell W. Iverson 0.0525160 
Harvey E. Yates 0.0180010 
John Ashby Yates 0.0090005 
Lynne Wildman Chapman 0.0030843 
Tonya W. Malliard 0.0030843 
S. P. Yates 0.0180010 
Mae Chang Plasch 0.0030843 
John & Peggy Yates Est. 0.0090005 
Sharbro Oil Ltd. Co. 0.0090005 
Robert N. Avery Marital Tr. 0.0246458 
Charles Dequigne 0.0092356 
Donald Falconer 0.0061513 
S. J. Iverson Jr. 0.0169198 
Siegfried Iverson 0.0250214 
Roger D. Lapham Jr. 0.0277067 
Lloyd McGhee 0.0062017 
Patsy Ann Iverson Page 0.0419213 
Phoebe Shelton 0.1258061 
Florea Whittington 0.0124962 
Christian Dequigne 0.0092356 

Page 2 



EXHIBIT C (2-1-99) 

Summit Overseas Exploration 0.6884550 
Paul Slayton 0.0915538 
Warren Sallee 0.1398129 
Calvin Staples 0.0709710 
Robert E. Boling 0.0491625 
Ray & Karen Westall 0.0491625 
Conoco Inc. 0.0935261 
Enterloc Resources Inc. 03506800 
E. Welch Pope 0.0016269 
M. Irwin Welch 0.0011388 
Phoebe J. Welch 0.0063449 
Phoebe J. Welch IV 0.0011388 
Wendell T. Welch 0.0011388 

Sanders T Welch 0.0011388 
Marathon Oil Co. 0.1183688 
Jack Halbert 0.0094695 
Louis Dreyfus Nat. 0.1183688 
Giebel Petr. Ltd 0.0189390 
Kimberly Combs 0.0142043 
Florence Major 0.0094695 
P. C. Cherry 0.0142043 
James T Wood 0.0284085 
Chase Oil Corp. 0.1706085 
L. B. Burleson 0.0311040 

Jack Huff 0.0311040 
James L. Evans 0.0259200 

E. J. Kennedy Living Trust 0.0649037 

Bonnie Karlsrud 0.0518400 
Wayne Resler 0.0518400 
F. Marks Travis Fam Trustee 0.1451520 
James R. Evarts Jr. 0.0117462 
Robert Evarts 0.0018744 
Irene Evarts Hardie 0.0048734 
Norman E. Montgomery 0.0009997 
Walter A. Montgomery 0.0009997 
Eugene Burkeholder 0.0024992 
B. Evarts Gilbert 0.0117462 

B. Evarts Caywood McMillion 0.0019994 
Loneta S Curtis 0.0025162 
Ralph Nix Partners 0.0025162 
Charles W. Hicks 0.0185500 
Aston Partners 0.0109445 
George H Etz Trust 0.0099688 
Etz Southern Trust 0.0115638 
Wiser Oil Company 0.0099688 
Etz Oil Prop Ltd. 0.0215325 
Wilmajoan A Sindorf 0.0099688 
Tierra Oil Company 0.0167475 
Virginia Berry 0.0187413 
Harry Legendre 0.0414700 
Carmen M Phillips 0.0374825 
Charles D Snyder 0.0123613 
Teresa Johnson Trust 0.0251213 

Page 3 



E X H I B I T C 
(2-1-99) 

D. L. Hayes Estate 0.0374825 

Guy B Dyer Jr. 0.0123613 
Walter B. Snyder 0.0123613 

Brian Schneider 0.0414700 

Ghulum Ahmad 0.0749650 
Fasken Foundation 0.0562238 
Midland College 0.0111650 
MPH Endowment 0.0074766 
Betty Morgan 0.0059813 
Mary Ballard 0.0059813 
V.B. Berry Marital Trust 0.0187413 

Legal Suspense 0.0438625 
TOTAL 27.3564784 

Page 4 


