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He:r San Juan -8 Unit
San Juan County,
Hew Hexico

Mr. R, F. Rood

Fhillizs Petrole m Coupany
Suite 7, 316§ So. Dewey Avenue
Bartlesville, Uklahoma

Desr 3ir:

1 bave exa:zined the proposed form of the .an Juan 3-8
Unit Agreement recently submitted by your office for our
study and ccnsiderstion, ‘

It appears that the Unit Agresment ecenforms with similar
Units, hergpofore ap.roved by this effice. We are witholding
fornal apifo the cutcoms of a he-ring befors the
01l Conserval _ ion.

Very truly yours,

GUY SHRPL.O

| Msiy Fublie Lends
ec: 0il Conservation Commission (1)

Sanza Fe,H.MH,

Ue 5. eclogieal Survey (3)
Hoswell, New Mexico

E. H, Foater (1)

Amarillo, Texas
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UNIT OPERATING AGREEMENT
SAN JUAN 32-8 UNIT AREA

THIS AGREEMENT, made and entered into this day of 5

1952, by and among Fhillips Petroleum Company, a Delaware corporation, hereinafter
sometimes referred to as "Unit Operator", and such other parties owning working
interests subject to the Unit Agreement for the Development and Operation of the San
Juan 32-8 Unit Area as may execute this agreement, hereinafter sometimes called
"Nonoperators", all parties being sometimes referred to as "Working Interest Owners",

WITNESSETH:

WHEREAS, the parties hereto are also parties to that certain Unit Agree-~
ment for the Development and Operation of the San Juan 32-8 Unit Area, County of San
Juan, State of New Mexico, hereinafter called the "Unit Agreement", embracing the
following described land:

New Mexico Principal Meridian:

Towniship 31 North, Range 8 West

Sections 1,2,3,4: All
Sections 9,10,11,12,13,14,15,16: All
Sections 21,22,23,24:; All

Township 32 North, Range 8 West

and L, E%Wl, E%

Section 7: Lots 1,2,3,4,5,6, EQSW4, SEi
Section 8: lots 1,2,3, and h, S?
Section 9: Lots 1,2,3, and 4, S3
Section 10: Lots 1,2,3, and 4, S
Section 11: lots 1,2,3, and 4, S?
Section 12: Lots 1,2,3, and 4, Sz
Section 13,14,15,16,17: All
Section 18: Lots 1,2,3

»3

s

, and 4, EiWs, EZ
Section 20,21,22,23, h,25 26,27,28,29: All
Section 30: Lots l 23, and L, Ezw% E%
Section 31: Lots 1,2,3, and 4, E2W E
Section 32,33,34,35,36: A1l

3
1
2
Section 19: Lots 1,2
2
2

San Juan County, New Mexico, containing. 27,500.28 acres, more or less,
and :

WHEREAS, the parties hereto, in accord with the provisions of Section 7 éf
the Unit Agreement, desire to provide for the apportionment of costs and benefits
among Working Interest Owners and to establish related operating arrangements,

NOW THEREFORE, premises considered, the parties hereto mutually agree that:

l. Confirmation of Unit Agreement

The Unit Agreement, including the exhibits thereto, is hereby confirmed and

adopted and made a part of this agreement. Terms employed in this agreement shall
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bear the same meaning as given them in the Unit Agreement. The unit area shall be
developed and operated for the production and handling of unitized substances in ac-
cord with the Unit Agreement and this Unit Operating Agreement. In the event of any
inconsistency or conflict between provisions of this agreement and the Unit Agreement,
the Unit Agreement shall prevail.

2. Titles

(a) Representation of Ownership

Each of the parties hereto represents to all other parties hereto
that its ownership of oil; gas and mineral interests in the unit area is correctly
stated in the schedule attached as Exhibit B to the Unit Agreement. In the event
such representation of any party is erroneous or the title of any party hereto fails,
in whole or in part, the interests of the parties hereunder shall be accordingly ad-
Justed to the end that no party shall be credited with interests that it does not own.
Parties contributing acreage to the unit and receiving credit hereunder therefor
shall, subject to the provisions of Section 2 (c) below, bear the entire loss occa-
sioned by any failure of title or defect in their title or encumbrance thereon and
shall save the other parties hereto harmless from any obligation or liability on
account thereof. All title curative expense and all costs and expenses incurred in
defending or establishing title to any interest in the unitized substances shall be
borne by the party or parties hereto who claim such interest,

(b) Furnishing Title Data

Within fifteen (15) days following its execution of this agreement,
each Working Interest Owner shall furnish to the Unit Operator copies of its leases,
operating agreements or other documents upon which it relies as establishing its
ownership of working interests, together with copies of its rental receipts or other
evidence satisfactory to establish that such leases, agreements and/or other docu-
ments remain in full force and effect. It shall also furnish any title data in its
possession relating to its working interest ownership, including the title opinion
of its attorney and any curative instruments acquired in relation thereto., Where
outstanding title requirements have not been satisfied, the Working Interest Owner
whose title is affected shall proceed to satisfy such title requirements with due
diligence and furnish proof of the satisfaction thereof to the Unit Operator.

(¢) Examination of Title for Drilling

As a prerequisite to the drilling of any well hereunder, Unit
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Operator shall obtain a title opinion by a competent attorney or attorneys selected
by it, based upon examination of complete abstract of title certified to date and/or
the official County and/or State or Federal records as well as examination of the
material submitted pursuant to Section 2 (b) above, approving title for drilling
purposes to the half section drilling block (where the well is to be drilled to the
Mesaverde or shallower formations) or to the appropriate spacing unit (where the well
is to be drilled to formations below the Mesaverde) upon which the well is to be
located; provided, however, that Unit Operator shall not be required to re-examine
title to any drilling block or spacing unit for the drilling of any second or sub-
seguent well thereon. The party or parties owning working interests in such drilling
block or spacing unit shall furnish such abstracts promptly as required and shall
satisfy title requirements made by the examining attorney, at such party's or parties?
sole expense, without delay in order that the drilling obligation stated in the Unit
Agreement shall be timely performed. Costs of title examination shall be charged as
a part of the cost of drilling the well. Approving opinion of title as a prerequi-
site of drilling may be waived upon approval of the owners of eighty per cent (80%)
of the Working Interest committed to the unit. Any party hereto interested in ob-
taining the drilling of a well may post a bond in form satisfactory to the Unit Oper-
ator in an amount equal to one and one-half times the estimated cost of the proposed
well, conditioned to protect all parties heretc against any loss of their investment
in the well by reason of title failure, whereupon the requirement herein for an
approving opinion of title will be waived. If title subsequently fails to any tract
or tracts, the title to which has been cleared for drilling under this section, the
Working Interest Owner thereof shall bear the entire loss in participation in unitized
substances produced after such title failure which would be attributable to the lease~
hold estate or working interest in such tract under the terms of this agreement, but
shall not be obligated to save any parties hereto harmless from any other loss oc-
casioned thereby except to the extent of any indemnity agreement which may have been
executed as hereinabove provided.,

3., Apportionment of Costs and Benefits

Except as herein otherwise expressly provided, all costs, expenses and
liabilities accruing or resulting from exploration, development, operation and main-
tenance of the unitized land shall be borne, and all unitized substances produced

hereunder and other benefits accruing hereunder shall be owned and shared, by the
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Working Interest Owners who have executed the Unit Agreement and this agreement, as
follows:

(a) Costs and Benefits in Mesaverde and Shallower Formations

Costs and benefits accruing in the development and operation of any
drilling block (as defined in Section 11 of the Unit Agreement) prior to its admis-
sion into a participating area shall be borne and shared in the proportion that the
acreage owned by each of such Working Interest Owners owning working interests in
the drilling block bears to the total of working interests owned by all such Working
Interest Owners owning working interests in the drilling block. Costs and benefits
accruing or resulting from development and operation of any participating area shall
be borne by such Working Interest Owners owning interests in such participating area
in the same proportion that the interest owned by each bears to the total of interests
owned by all such Working Interest Owners in said participating area. Except for the
adjustment in investment in the field facilities as hereinafter provided, no adjuste
ment of investment or previously incurred costs shall be made upon the admission of
a drilling block into the participating area, but upon such admission all equipment
used for the operations of the participating area shall thenceforth be owned by the
Workiﬁg Interest Owners in the enlarged participating area in the same proportions
as provided herein for their sharing of costs and benefits., Notwithstanding the fore-
going, however, when any drilling block is admitted to the participating area prior
to the completion thereon of a well capable of producing unitized substances in paying
quantities from the formation to which such participating area is applicable, Unit
Operator shall comply with the obligation imposed by the Unit Agreement to drill a
well thereon to the horizon from which production is being secured in the partici-
pating area, and all costs of drilling, completing, testing and eauipping such well
to produce shall be charged to and borne by such Working Interest Owners owning work-
ing interests in such drilling block in the proportions which the interests of each
bear to the aggregate of all the interests of all such Working Interest Owners
within said drilling block. Any such well shall be owned and operated for the
benefit of parties owning interests in the participating area in the same manner
as other wells in such participating area. Upon admission of a drilling block into
a participating area, there shall be an adjustment of the cost of field facilities
among all such Working Interest Owners in the enlarged participating area so that
the cost of field facilities allocable to the enlarged participating area shall
be borne by such Working Interest Owners in proportion to their participation

in costs and benefits of operation of the enlarged participating area.



Where field facilit%es serve more than one participating area, costs and ownership
thereof shall be allocated between participating areas on a well basis and shall be
adjusted upon drilling of additional wells so that each participating area will bear
such costs and own such field facilities in the proportion that the number of wells
within such participating area, which upon their completion shall have been capable
of producing unitized substances in paying quantities, bears to the total number of
such wells within the unit area. No adjustment between participating areas shall be
made on account of the cessation of production in paying guantities from any well

or wells, "Field facilities", as that term is used in this section, shall mean fa-
cilities which are installed for serving the entire unit operation, such as, but not
limited to, warehouses, field offices, camps, gathering systems, field tankage other
than that serving a particular well or drilling block, power stations and power
lines, water stations and water lines. Costs of field facilities shall be deemed to
be the tangible and intangible costs thereof as reflected by the Operator's books,
depreciated at the rate of four per cent (4%) per annum, or fractional portion thereof,
up to the period an adjustment is recuired. In the event book costs cannot be de-
termined on certain classifications of ecuipment, the current market prices in effect
as of the date a drilling block is admitted to the participating area shall be used
as a basis for pricing. Roads shall not be considered a part of Field Facilities,
Costs of all road construction required for the drilling of the six test wells in
accord with Section 9 of the Unit Agreement shall be allocated to the working inter-
est owners owning working interest in the six Drilling Blocks upon which said test
wells are drilled on an acreage basis. Roads required for the drilling of subse-
quent wells shall be charged as a part of the drilling costs and borne by the same
party or parties as are required to pay the costs of drilling such wells. There will
be no reallocation of road costs. In the event any well or wells capable of produc-
ing unitized substances in paying aquantities shall have been completed prior to the
effective date of this agreement, such well or wells shall be turned over to the
Unit Operator for operation hereunder on the first day of the month following the
said effective date of this agreement, and the half section drilling block on which
each such well is located shall constitute or become a part of the participating
area for the formation in which such well is completed. ILikewise, if any Working
Interest Owner shall have started any well but it shall not have been completed on
the effective date of this agreement, such Working Interest Owner shall proceed with
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due diligence to complete the drilling of such well and, if dry, to plug and abandon

it or, if a producer, to test, complete and equip it to produce and then turn it over
to the Unit Operator for operation hereunder. Adjustment for any such well or wells

shall be only as hereinabove provided.

(b) Costs and Benefits in Formations Below the Mesaverde

The cost of drilling, equipping and completing the initial test well
projected to a depth below the base of Mesaverde formation and the cost of plugging
and abandoning same if a dry hole shall be paid by all of such Working Interest
Owners each in the proportion that its ownership of working interests on an acreage
basis within the unit area bears to the total of all such interests of such parties.
Costs of drilling the second or any subsequent test well to formations lying below
the Mesaverde, which is not reguired to be driiled by the terms of the Unit Agree-
ment, shall be only in accord with an agreement to be reached by the parties partici-
pating in the drilling of such second or additional test wells. In the event any
such test well so drilled shall encounter unitized substances in paying quantities
so as to justify the establishment of a participating area or the ehlargement of an
existing participating area for the formation encountered, such participating area
or enlargement shall be formed as provided in the Unit Agreement. On the establish-
ment of any participating area, there shall be a retroactive adjustment of the cost
of drilling, completing and equipping for production and operating of the said test
well and of the cost of field facilities, to the end that the owners of working in-
terests in the participating area newly established shall reimburse without interest
the party or parties who paid for the costs and expenses of drilling, completing
and equipping for production and operating the well less any income derived by said
party or parties up to the date of settlement, and thereafter the costs incurred
and benefits derived from the operation of the well shall be borne by and shall in-
ure to the benefit of the Working Interest Owners in the participating area in
proportion to their ownership of interests therein., On the enlargement of any
participating area, there shall be an investment adjustment between the owners of
working interests in the enlarged participating area, to the end that the invest-
ment within the enlarged participating area, including the investment in the allo-
cated portion of field facilities, shall be paid for by the affected Working Interest
Owners in the enlarged participating area in proportion to the interests of each

therein and in proportion to their shares in the costs of operation and revenue to
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be derived from the enlarged participating area, and also to the end that the parties
who have previously paid said costs shall be reimbursed on the basis hereinafter set
forth, The affected Working Interest Owners in the participating area before its en-
largement shall receive credit for the intangible cost of drilling, completing and
equipping for production all wells capable of producing unitized substances situated
within said participating area., The costs to be so credited shall be measured by the
average cost of drilling, completing and equipping for production wells of like char-
acter and depth in the field in a good and workmanlike manner at the time when said
wells were drilled. Credit shall also be given for the casing and other tangible pro-
perties and facilities installed in the wells or used in connection with the operation
thereof at a percentage of the original cost, such percentage to be determined as pro-
vided in the Accounting Procedure, The affected Working Interest Owners on any tract
outside of the participating area that is to be admitted to the enlarged participating
area shall likewise receive credit for the intangible cost of drilling, completing and
equipping any wells on their respective lands so admitted, together with the value of
the tangible equipment, facilities and structures located thereon and used in connection
therewith, on the basis above set out. The sum total of all credit shall be the invest-
ment cost apportionable to the enlarged varticipating area, The investment adjustment
shall be made by cash settlement among the Working Interest Owners through the Unit
Operator. No credit shall be given for the previous cost of operating any wells or
repairing or maintaining other property, nor shall there be any debit for or on account
of production taken from wells prior to the effective date of the enlargement of the
participating area.

L+ Royalty and Other Payments Out of Production

Onc-eishth( /8) of all of the unitized substances produced hereunder, or the
proceeds thereof; shall be set aside for the payment or delivery in kind, as the case
may be, in accord with underlying leases and other documents requiring payment of roy-
alties, by the Unit Operator or the Working Interest Owner in accord with Section 12 of
the Unit Agreement. Where any working interest is burdened by royalties in excess of
one—eighth_l/B) or by overriding royalties, oil payments or other payments out of
production, the required payment in excess of 1/8 shall be borne by the owner of the
working interest so burdened. Before receiving its proportionate share of the unit-
ized substances produced hereunder or the proceeds thereof, each Working Interest Owner
shall pay or secure the payment of any such excess royalties or other payments constit-

uting a burden upon its working interest,



5. Rentals
Zach working Interest Cwner whose interest is chargeable with rentals, mini-
mum royalties in excess of the royalties on actual production, or other payments in
the nature of rentals required to maintain its working interest rights, shall properly
pay such rentals, minimum royalties or other payments, The inadvertent failure of eny
party to properly make such payments shall not subject such party to liabilities here~
under except to the extent hereinabove provided in the event of loss of title.
6. Test Wells
Unit Operator is hereby authorized and directed to carry out the drilling
program outlined in Section 9 of the Unit Agreement, bSubject to obtaining the necessary
approval of State and Federal aut-orities as therein required, it is agreed that locations
for the six (6) required test wells shall be as follows:
SWi Sec, 15, T32N, R8W
SWi Sec. 17, T32N, R&W
SWi Sec, 29, T32N, REW
NEL Sec. 35, T32N, R&W
SWi Sec. 10, T31N, R8W
NEL Sec, 23, T31N, R8W

Said wells shall be drilled in such sequence as may be determined by Unit Operator.

7. Determination by Majority Vote

In any matter in which tie action of the Unit Operator regquires the concurre—
ence of the working interest parties hereto or any of them, Unit Operator will be
governed by the decision of the cwners of a majority of the working interest in the
participating area, or the nonadmitted drilling block, as the case meay be, unless
otherwise specified herein or in the Unit Agreement, determined in the proportion
that the acreage interest of each such party in the participsting area or such affected
drilling block bears to the total acrecge interest in the participating area or affect-
ed drilling block. DMatters affecting the unit area as a whole, shall be determined in
accordance with the proporticnate acreage interest as above defined in the entire unit
area.‘ In any case where one working interest party hereto holds such a majority in
interest, but less than the full working interest in the area affected, his vote shall
require the concurrence of one additional party in order to constitute the controlling
vote,

In any case in which it is necessary to poll the working interest parties
hereto, Unit Operator shall notify all affected Vorking Interest Cwners in writing
of the question for decision and its recommended course of action, Bach such Working

Interest Owner shall within ten (10) days of receipt of such notice advise Unit Oper-

ator in writing of its decision thereon. Within five (5) days thereafter Unit Operator
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shall notify each affected Working Interest Owner in writing of the result of such poll.
In the event that any Working Interest Owner fails to advise Unit Operator in writing
of its decision, within the 10-day period above provided, it shall be conclusively pre-
sumed that its decision is in accord with the course of action originally recommended
by Unit Operator, except that, if the matter for decision is one where the nonresponding
Working Interest Owner might elect, pursuant to the provisions of this agreement, not to
participate originally in some element of cost or expense but instead to pay his share
thereof out of production or the proceeds thereof, it shall be conclusively presumed
that such nonresponding Working Interest Owner elects to follow that latter course,

The Unit Operator, except when otherwise required by governmental authority,
shall not do any of the following without first obtaining the approval of such a maj-
ority interest, as provided above, in the affected participating area or drilling block
or unit area, as the case may be:

(a) Make any expenditure in excess of Five Thousand Dollars ($5,000,00)
other than normal operating expenses, except in connection with a well, the drilling
of which has been previously authorized by or pursuant to this agreement; provided,
however, that nothing in this paragraph shall be deemed to prevent Unit Operator from
making an expenditure in excess of said amount if such expenditure becomes necessary
because of a sudden emergency which may otherwise cause loss of life or extensive
damage to property. In the event of such emergency expenditure, Unit Operator shall,
within fifteen (15) days after making such expenditure, give written notice to the
other partieé.

(b) Make any arrangement for the use of facilities owned by the Working
Interest Owners in the operation and development outside the unit area or determine
the amount of any charges therefor unless otherwise provided for in this agreement
or in the Unit Agreement,

(c) Dispose of any major items of surplus material or egquipment having
original cost of One Thousand Dollars ($1,000.00) or more, other than junk. Any
such item or items of less cost may be disposed of without such consent.

(d) Submit to the Supervisor, Commissioner or Commission any plan for
further development of the unit area or any proposed expansion of the unit area.

(e) Abandon any well which is producing unitized substances. Unit Operator

shall not incur any costs or expenses for any single project costing in excess of Five

Hundred Thousand Dollars {$500,000,00) without first obtaining the approval of the

owners of eighty per cent (80%) of the working interests committed to the unit.
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8., Drilling of Additional Wells

(a) Obligation Wells and Wells Mutually Agreed Upon

In addition to the required test wells, all other wells which Unit
Operator is required to drill under the terms of the Unit Agreement or to comply with
valid orders of governmental authorities having jurisdiction in the premises shall be
drilled by Unit Operator for the account of the Working Interest Owners owning interests
in the affected unit area, participating area or drilling block, as the case may be, as
hereinabove provided. Unit Operator will also drill appropriate development wells
within participating areas in accord with plans of development adopted by a majority
vote of affected Working Interest Owners in accord with Section 7 above., Unit Operator
will drill wells to the Mesaverde or any shallower formations at regular well locations
outside of the applicable participating area upon request of the Working Interest Owner
or owners owning one hundred per cent (100%) of the working interest within the drilling
block upon which the well is to be located. Such wells shall be drilled in order of
their request and approval by applicable governmental authorities,

(b) Other Wells

Unit Operator will not drill any well without the mutual consent of all
the parties hereto othef than as provided in Subsection (a) of this Section 8, except
as hereinafter provided. Any Working Interest Owner owning a part of the working
interests in a drilling block desiring that a well be drilled thereon to the Mesaverde
or any shallower formation outside of the participating area established hereunder for
such formation, or any Working Interest Owner owning working interests in acreage con-
stituting a spacing unit for wells drilled to any formation below the Mesaverde de-
siring that a well be drilled thereon to such deeper formation, shall so notify Unit
Operator, specifying the proposed location, objective depth and estimated cost of
such well. Upon receipt of such notice, the Unit Operator shall advise those other
Working Interest Owners parties hereto who, under the provisions of this agreement,
would be required to share the cost and risk of the éroposed well, ZFach such party
shall, by responsive notice given to the Unit Operator within thirty (30) days of
receipt of the aforesaid notice, elect as to whether such party desires to join in
the drilling of such well, Failure to respond within said thirty (30) days shall
be deemed an election not to join in the drilling of the proposed well. If all of
said parties elect to join, the well shall be drilled for the account of all such

parties in accord with the preceding provisions. of this agreement. If less than all

-10-



of such parties elect to jein in the drilling of such well, Unit Operator shall, upon
obtaining required governmental approvals, proceed with due diligence to drill such
well at the sole cost and risk of the party or parties electing to share in the costs
thereof, hereinafter called the "drilling parties", In the event any such well is a
dry hole (and is not taken over for plug back or deepening), it shall be plugged and
abandoned at the sole cost of the drilling parties, In the event such well is a pro=-
ducer, it shall be tested, completed and equipped to produce by the Unit Operator at

the sole cost of the drilling parties, and such drilling parties each in proportion

to its contribution to the cost of drilling, testing, completing and equipping the well
shall be entitled to receive the proceeds of producticn from the well or, if it is
capable of producting in paying quantitiess shall be entitled to receive the proceeds
of production allocable tc the interests admitted to the participating area on account
of such well, after deducting therefrom all royalties, overriding royalties, production
payments and one hundred per cent (100%) of the operating expenses attributable thereto,
until said drilling parties shall have received therefrom one hundred fifty per cent
(150%) of the costs of drilling, testing, completing and equipping said well to produce,
For the purposes of this section, where a party takes in kind the proceeds of production
from such a well shall be computed upon the same price basis as that employed for pay-
ment of royalties to the United States on comparable production from the unit area,
When the drilling parties shall have been reimbursed for one hundred fifty per cent
(150%) of said costs as hereinabove provided, proceeds from the well shall thereafter
be shared by the Working Interest Owners within the participating area in the manner
stipulated in Section 3 above, Any amowits which may be realized from sale or dispo-
sition of the well or equipment thereon, or required in connection with the drilling,
testing, completing, equipping and operating thereof, shall be paid te the drilling
parties and credited against the total unreturned portion of said one hundred fifty

per cent (150%), with the balance thereof, if any, to be divided as provided in Section
3 above among the parties cwning the well, Locations of all wells drilled under this
provisions must be in accord with the spacing pattern adopted by the Unit Operator for
the formation to which the well is projected,

9, Option to Take Qver Wells.

If any well drilled under this agreement is a dry hole and the party or
parties owning the well are ready tc¢ abandon it but the well can be plugged back or

deepened to a different formation, Unit Operator shall so notify the Working Interest
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Owners in the affected unit area, participating area or drilling block, as the case
may be, and such parties shall have the right to take over said well and cause the
Unit Operator to plug back or deepen it, as the case may be, and to complete it for
the account of the parties owning working interests in the unit area, participating
area or drilling block, as the case may be, upon effecting an investment adjustment

so as to reimburse the party or parties who shall have borné the cost of drilling

said well for either their cost of drilling to the depth at which the well is taken
over (computed in accordance with the Accounting Procedure attached hereto) or for
the average cost of drilling from the surface to the formation in which the well is

to be completed, whichever is the lesser amount. Working Interest Owners so notified
hereunder shall fespond as provided in Section 7. If one, but less than all, of the
affected working interest parties elects to take the well over, then Unit Operator
shall take it over and conduct the specified operation for the account of the electing
party or parties, and such party or parties shall be entitled to recover one hundred
fifty per cent (150%) of their costs in acquiring, deepening or plugging back, testing
and completing the well in the same manner as provided in Section 8 (b) above; pro-
vided, however, that where fifty per cent (50%) of the affected Working Interest
Owners elect to take the well over for use in satisfying the obligation to drill a
test well hereunder, the well shall be drilled for the account of all of the affected
Working Interest Owners. In the event any one well is completed as a paying producer
in more than one formation, the Working Interest Owners of the respective participating
areas established fér such formations shall arrange for appropriate allocation of
investment and operating costs of such well by separate agreement.

10. Charges for Drilling Operations

A1l wélls drilled on the unit area shall be drilled on a competitive con-
tract basis at the usual rates prevailing in the field., Unit Operator, if it so
desires, may employ its own tools and ecuipment in the drilling of wells, but in
such event the charge therefor shall not exceed the prevailing rate in the field
and such work shall be performcd by Unit bperator under the same terms and conditions
as shall be customary and usual in the field in contracts of independent contractors
who are doing work of a similar nature.

11, Access to Operations and Information

Representatives of each party hereto shall have free access to the entire

unit area at all reasonable times to inspect and observe operations of every kind
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and character thereon. Each party hereto shall have access at all reasonable times
to any and all information pertaining to wells drilled, production secured, and

to the books, records and vouchers relating to the operation of the unit area. Unit
Operator shall, upeon request, furnish to the other parties hereto daily drilling
reports, true and complete copies of well logs and other data relating to wells
drilled, and shall also, upon recuest, make available samples and cuttings from

any and all wells drilled on the unit area.

12. Disposition of Production

Each of the parties hereto shall take in kind or separately dispose of
its proportionate share of the unitized substances produced hereunder, exclusive
of production which may be used in development and producing operations of the unit
area and in preparing and treating oil for marketing purposes, and production un-
avoidably lost. In the event any party hereto shall fail to make the arrangements
necessary to take in kind or separately dispose of its proportionate share of the
unitized substances, Unit Operator shall have the right for the time being and
subject to revocation at will by the party owning same to purchase such unitized
substances or to sell the same to others at not less than the market price pre-
vailing in the area.. Each party hereto shall be entitled to receive directly pay-
ment for its proportionate share of the proceeds from the sale of unitized substances
produced, saved and sold from the unit area, and on all purchases or sales each party
shall execute any division order or contract of sale pertaining to its interest.
Any extra expenditure incurred by reason of the taking in kind or separate disposi-
tion by any party hereto of its proportionate share of the production shall be
borne by such party.

13. Pipe and Other Tubular Goods

Notwithstanding any limitations of the Accounting Procedure, Exhibit A,
during such times as tubular goods and other ecuipment are not available at the
nearest customary supply point Unit Operator shall be permitted to charge the joint

account of parties responsible hereunder for all tubular good and other equipment
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transferred from Unit Operator's warehouse or other stocks to the unit area for use
on a particular participating area or drilling block; as the case may be, with such
costs and expenses as may have been incurred in purchasing, shopping, and moving
the required tubular goods and other equipment to the unit area; provided, however,
that each affected Working Interest Owner shall be given the opportunity, in lieu
of bearing its proportionate part of such costs, of furnishing in kind or in tonnage,
as the parties may agree, its share of such tubular goods and other equipment required.
14, Advances

Each of the parties hereto shall promptly pay and discharge its proportion-
ate part of all cost and expense on the basis set forth in the Accounting Procedure
attached as Exhibit A, Unit Operator, at its election, may require the parties hereto
to advance their respective proportion of development and operating costs according
to the following conditions: On or before the first day of each calendar month, Unit
Operator shall submit an itemized estimate of such costs for the succeeding calendar
month to each of the parties hereto with a request for the payment of such party's
proportionate part thereof. Within ten (10) days thereafter each of such parties
shall pay, or secure the payment in a manner satisfactory to Unit Operator, such
party's proportionate share of such estimate. Unit Operator shall credit each Working
Interest Owner with the advances so made, Should any party fail to pay or secure the
payment of such party's proportionate part of such estimate, the same shall bear
interest at the rate of six per cent (6%) per annum until paid, Adjustments between
estimates and actual costs shall be made by Unit Operator at the close of each cal-
endar month and the accounts of the parties adjusted accordingly.

15, Operator’s Lien

Unit Operator shall have a lien on the interest of each of the parties in
the unit area, unitized substances produced therefrom, the proceeds thereof and the
material and equipmenﬁ thereon, to secure the payment of such party's proportionate
part of the cost and expense of developing and operating the unitized lands and to
secure the payment by any such party of such party's proportionate part of any ad-
vance estimate of such cost and expense. Unit Operator shall protect such property
from all other liens arising from operations hereunder.

16. Insurance
Unit Operator, during the term hereof, shall purchase or provide protection

comparable to that afforded under standard form policies of insurance for workmen's



compensation with statutory limits, employer's liability insurance with a limit of
$25,000.00, and general public liability insurance with limits of $30,000/$60,000.
Unit Operator shall charge to the joint account an amount equal tc the premium
applicable to the protection so provided. All losses not covered by standard form
policies of insurance for hazards set out above shall be borne by the parties hereto
as their interests appear at the time of any loss,
17. Surrender

No party hereto shall surrender any of its working interests insofar as
they relate to lands located within a participating area. However, should any party
hereto at any time desire to surrender any of the oil and gas leases or operating
agreements subject hereto, or any interest therein, insofar as they cover lands
located outside such a participating area but within the unit area, it shall notify
all other parties hereto in writing., Within thirty (30) days following receipt of
such notice by the other parties hereto, the party desiring to surrender such working
interests insofar as they affect such land may proceed to surrender the same if such
right is reserved in the leases or operating agreement, unless any other party or
parties hereto have, within said thirty (30) day period, given written notice to the
party desiring to surrender that they desire an assignment of said working interests
insofar as they cover said land. In such event the varty desiring to surrender shall
assign, without express or implied warranty of title, and subject to existing covenants,
contracts and reservations, all its interest in such working interests insofar as
they cover such land and the wells, material and equipment located thereon, to the
party or parties desiring an assignment. Thereupon such assigning party shall be
relieved from all obligations thereafter accruing (but not theretofore accrued) here-
under with respect to the interest assigned. From and after the making of such
assignment, the assigning party shall have no further interest in the property
assigned but shall be entitled to receive from the assignees payment for its interest
therein in an amount equal to the salvage value of any salvable material located on
said land. If such assignment shall run in favor of more than one party hereto, the
interest covered shall be shared by such parties in the proportions that the interest
of each party assignee in the lands committed to the Unit Agreement bears to the
total interest of all parties assignee in lands committed to the Unit Agreement,

18. Taxes
Unit Operator shall, for the joint account, render for ad valorem tax

purposes the entire working interests in the unit area of all parties hereto and
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all personal property used in connection with operations hereﬁnder, or such part
thereof as may at any time be subject to taxation. Unit Operator shall also pay
all such ad valorem taxes, at the time and in the manner required by law, which
may be assessed upon or against all or any portion of such working interests and
personal property. Each party shall pay its proportionate part of the total taxes
80 paid and expenses incurred in connection with the rendering and payment thereof
in accord with Accounting Procedure, Exhibit A. Nothing herein shall relieve any
Working Interest Owner of the consequence of any loss of title occasioned by failure
of the landowner to pay ad valorem taxes levied against the land to which its working
interest relates,
19. Employees

The number of employees, the selection of such employees, the hours of
labor and the compensation for services to be paid any and all such employees shall
be determined by the Unit Operator. Such employees shall be the employees of Unit
Operator.

20, liabilities

The liability of the parties hereunder shall be several and not joint or
collective, Each party shall be responsible only for its obligations as herein set
out and shall be liable only for its proportionate share of the cost of developing
and operating the unit area as determined by the provisions hereof.

21, Force Majeure

This agreement and the respective rights and obligations of the parties
hereunder shall be subject to all valid and applicable State and Federal laws, rules,
regulations and orders, and in the event this agreement, or any provision thereof, is
or the operations contemplated thereby are found to be inconsistent with or contrary
to any such law, rule, regulation or order, the latter shall be deemed to control and
this agreement shall be regarded as modified accordingly and as so modified shall
continue in full force and effect., Unit Operator shall not be liable for any loss of
property or of time caused by strikes, riots, fires, tornadoes, floods, inability to
obtain tubular goods or other required materials or services, or for any other cause
beyond the reasonable control of Unit Operator in the exercise of due diligence.

22, Notices
Al]l notices that are required or authorized to be given hereunder shall

be given in writing by United States mail or Western Union telegram, postage or
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charges prepaid, and addressed to the party to whom such notice is to be given at the
address indicated for such party opposite its signature hereto, The originating notice
to be given under any provision hereof shall be deemed given only when received by the
party to whom such notice is directed, and the time for such party to give any response
thereto shall run from the date the originating notice is received. The second or any
subsequent responsive notice shall be deemed given when deposited in the United States
post office or with the Western Union Telegraph Company with postage or charges pre—
paid,

23. Fair Employment Practices

Unit Operator shall not discriminate against any employee or applicant for
employment because of race, creed, color or national origin, and an identical provision
shall be incorporated in all subcontracts.

24, Unleased Interests

Should the owner of any unleased interest in lands lying within the unit
area become a party to the Unit Agreement and this agreement, such unleased interest
shall be treated, for all purposes of this agreement, as if there were an oil and gas
lease covering such unleased interest on a form providing for the usual and customary
one-eighth (1/8) royalty and containing the usual and customary "lesser interest
clause™, This agreement shall in no way affect the right of the owner of any such
unleased interest to receive an amount or share of unitized substances equivalent
to the royalty which would be payable or due under the terms of the Unit Agreement
if such unleased interest were subject to such an oil and gas lease,

25, Effective Date and Term

This Unit Operating Agreement shall become effective as of the effective
date of the Unit Agreement and shall remain in full force and effect during the life
of such Unit Agreement., The terms hereof shall be considered as covenants running
with the ownership of working interests committed hereto and shall be binding upon
the heirs, personal representatives, successors and assigns of the parties hereto.

26, Execution by Counterparts

This agreement may be executed in counterparts with the same force and
effect as if all parties executing any counterpart hereof had executed one original
document. It shall be binding upon all parties executing any counterpart hereof
whether or not signed by all parties listed below as owning working interests. Any

party owning working interests within the unit area may execute this agreement at

=17-



any time prior to its effective date. Any such Working Interest Owner desiring to
join subsequent to the effective date hereof shall be permitted to join only in
accord with such terms and conditions as may then be agreeable to the Unit Operator.

EXECUTED as of the day and year first above written.

PHILLIPS PETFOIEUM COMPANY 5;£3r/ /¢ég%9

1 o Ald .

Assistant Secretary ice President

Attest:

Phillips Building UNIT OPERATOR AND WORKING INTEREST OWNER
Bartlesville, Oklahoma

WORKING INTEREST OWNERS

STANOLIND OIL AND GAS COMPANY

T = > R
o = y LB |

Ut nnn N By ( _. /éfélga ]/‘444/;*72—*  Twe |
Assistant Secretary Vice Prefsident E .

Fair Building
Fort Worth, Texas

EL PASO NATURAL GAS COMPANY

Attest: 1 - '
} /y /. / 77, 2 // .
(1 it w CES ok,
o A531stant Secretary Vice President

Basgsett Tower
El Paso, Texas

WOOD RIVER OIL & REFINING CO., INC.

Attest:
By,
Assistant Secretary Vice President
321 West Douglas
Wichita, Kansas
o //,/ff””'“ SKELLY OIL COMPANY

A

Attest: A-4 . ///
@ 5/?7{ cuildea

Assistant Secretary

Skelly Building
Tulsa 2, Oklahoma

SUNRAY OIL CORPORATION

Attest: J—

Vice President

b s <+

? Form e

1st National Bank Bldg. i :
Tulsa, Oklahoma !"§§f£§7;

UOA 32-8 -18-




GENERAL AMERICAN OIL COMPANY OF TEXAS

/
Attest: /

ZO By, %W S oo

Assistant cre Vice President

Republic Bank Building
Dallas, Texas

THE TEXAS COMPANY

Attest:

Assistant Secretary

P. 0. Box 1720
Fort Worth, Texas

Date

Address:

Date

Address:

Date

Address:

Date

Address:

Date

Address:

Date

Address:
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ACCOU NTING PROCEDURE

I GENERAL m'

1. Defimitions
The term “joint property” as herein used shall be construed to mean the sub}ect area covered by the agreement
to which this “Accounting Procedure” is attached.
The term “Operator” as herein used shall be comtrue&tomean the party designated to conduct the development
and eperation of the leased premises for the joint account. -
The term “Non-Operator” as herein used shall be msﬁmed te mean any one. or more of the non-operating

parties.

2. Statements and Billings
Operator shall bill Non-Operator on or before the last da,y of eaeh month for 1ts proportionate share of costs and
expenditures during the preceding month. Such bills.will be accompanied by statements, reflecting the total
coats and charges as set forth under Sub-Paragraph . ___ below:

A Shtcmeatmdet&ﬂofanch.egumdermhhteme;jgntaceouat

B. Statement of all charges and credits to.the joint- mun&, summarized by appropnate classifications indica-
tive of the nature thereof.

C. Statements, ag follows: v
(1) Detailed statement of material ordinarily considered controllable by Operators of oil and gas properties;
{2) Statement of all other charges and credits to the joint account summarized by appropriate classxhcatxons

indicative of the nature thereof; and
(3) Statement of any ather receipts and credits.

3. Payments by Non-Operator
Each party shall pay its proportion of all such bills within fifteen (15) days after reeelpt thereof. If payment
is not made within such time, the unpaid balance shall bear interest at the rate ot six per cent (6% ) per annum

until paid.

4. Audits .

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness
thereof.. All statements rendered to Non-Operator by Operator during any calendar year shall be conclusively
presumed to be true and correct after eighteen months following the close of any such calendar ‘year, uniess
within said eighteen months period Non-Operator takes written exception thereto and makes ¢claim ‘on Operator
for admstment Failure on the part of Non-Operator to make elaim on Operator for ad]ustnignt ‘within such
period shall establish the correctness thereof and preclude the filing of exceptions thebeto or the ‘making of
claims for  adjustiment thereon. A Non-Operator, upon netice .in writing {6 Operator” and afl other Nen-
Operators, shall have the right to audit Operator’s accounts and records relating to the accounting hereunder,
within eighteen months next following the close of any calendar year. Non-Operator shall have six months next
following the examination of the Operator s records within which to take written exception to and make any
and all claims on Operator. The provisions of this paragraph shall not prevent adjustments resulting from \the
physical inventory of property as provided for in Section VI, Inventories, hereof.

II. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following 1tems

3

1. Rentals and Royalties - ' ¥
Delay or other rentals, when sueh rentals are paid by Operator for the Joxnt aemunt royalties, when not pmd
dxreet to: royslty' owners: by the perekaser of the oﬂ. gasy easingheté gas, or other p;oducts

(B) or's ¢y tabli Phn'ﬁl‘ employees” group lite insurance, hospitalization, pension,
retirement, stogk purchage, thrift, bonus, and other benef t pkm&of like nature, applicable to Operator’s field
payrall; provided that the charges under Part (B) of this puragraph shall not exceed five per cent (5%) of the
tetsto! such labor Wtothe joint account.

3. lahlhl
Matetial, equipment, and supplies purchased or ‘furnished by Owator for use of the jaint amperty So far as
it is reasanably practical and consistent with efficient and economical operation, only such material shall be
purctnsed for or transferred to the joint property as required for umned:ate use, and the accumulation of surplus
stocks shall be avoided.

4. Moving lhiu:ial to Jaint Emnett!
Moving material to the joint property from Vendor’s or from Operator’s warehouse in the district or from the
othes: properties of Operator, but-in either of the last two events no charge shall be made to the joint account
for a distance greater than the distance from the nearest relizble supply stofe or. ra:lway receiving point where
such material is-available, except by special agrement with Non-Operator . s

ILLEGIBLE
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7.

. Moving Surplus Material from Jeint Property
mmmmidmmjdntmmwoumemﬁmldtmhdesﬂnation,orminnrretum

lewuehmmorothammnt Nocharaeshaubemdetothejdntmtformﬂingmajor

de;mam
UleotandiervieebyOperato:‘lexclusivelyowmdoquimnent and facxlities as provided in Parmaph 4, of
Section I, “Basis of Charges to Joint Account.”

Damages and Lasees

Dmamormmmuredbyﬁre,ﬂood,storm,ormyothcmuenot controllable by Opera:erthrouzhtho
exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damage or losses in-
curred by fire, storm, flood, or other natural or accidental causes as soon as practicable after report of the same
has been received by Operator. /

10.

11

i3

A, Bamﬁoﬁtyorthemteruuhm\mdermnnmu actiona or claims affecting the joint interests here-
under may behandled by the legal staff of cnp or more of the parties hereto, and a charge commensurate
with the services rendered may be made apuimst -the joint account, but-no such charge shall be made until
-appreved by the legal department of or attorneys for the respective parties hereto,

B. !eenundexpemuofoutsxdeattomcyashaﬂnotbechargedtotheiointaccountunlmamhorimdbythem-
jontyo!thehitemtsheretmder . ,

. - Taxes

Ahtaxesof'iveryhndandn'amreuweduponor'meomchonmththeproperheswmcharethembjectof
this agreement, the production therefrom or the operation thereof, andwhxch taxes have been paid by the
Operatortorthebeneﬁtoftheparﬁuhereto

Insurance

'A. Praﬁunupddforimurmcewnedtorthebmﬂtofthejoint aeeotmt, togetherwithallexpendmmm-

curred and paid in settlemert of any and all lomses, claims, damages, judgments, and other expenses, in-
‘cluding legal services, not recovered from insurasnce carrier.

‘B. Hmmmuumwhmmammmmdmdwdbymmmm

ment of any and all losses, claims, damgel.indmgndanyotherexpemu,indudmm;eﬂma,
shall be chsarged to the joint account.

A proportionate share of the salaries and expenses of Operator's  District Superintendent and other general
district or field employees serving the joint property, whose time is not allocated direct to the joint property,
and a proportionate share of maintaining and opersting a district office and all necessary camps, including
bousing facilities for employees if necessary, in conducting the operations on the joint property and other
Jeases ownéd and operated by Operator in the same locality. The expense of, less any revenue from, these
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such
chnrgesShﬂlbeappornonedioaﬂkasegservedqnmeequitablebmswmtgntmthOWsamunﬁpg
P

A "\—a?"i*\"]“:x HE O A =

Wchmwh;ehshaubemheuofanyehsrgsfermypartoftheeommnsauonorsahmpmdto
manyging officers and employees. of Opentgt,,_imlgchg the division superintendent, the entire staff and ex-
penses of the division office located at SRR Ry _— , and any portion of the office expense
of the principal business office located at i e sicciodic. . = ¥ but which are not in lieu of district
wﬁddotﬁammndiamr&hgmsmhmmmmyomamdmwrhmed
hﬁtMehthd operation of said properties; and Operator shall have the right to assess against the
Joint property covered hereby the following overhead charges:

A :-0. 831 per month for each drilling well, beginning on the date the well is spudded and
tammaﬂngwhmftnonprodueﬁonorhphuﬂ,aﬁnaumaybe excdptthtnochargeahallbem&

dnrlngthg% otdrﬂlmomﬂomfwﬁfhenf}!a)ormomconsecuﬁvedax:

£3 f

B. § V- per well per month for the first five (8) producing wells. o
C. ’9 per well per nonth for the sadond Hive (5} #
D. L per well per month for all producing: wells -

) on with

- - R 7' V’ 9 - B p
overhead schedule at-the time ft te Mmcl;xglhmpluued,overheadshm
be charged at the producing *Eﬁgh ‘o2 The plugging operation.

(4) Wells being plugged back or drilled mshallbeincludedmomheadscheduletheumeasdﬁn-
ing wells.

(5) Various wells may be shut downtemponrilyandkterrepheedonproducﬁon. It and when a well
is shut down (other than for proration) and not produced or worked upon for a period of a full calen-
dar month, it shall not be included in the overhead schedule for such month.

(6) Salt water disposal wells shall not be included in overhead schedule,

' ~  |LLEGIBLE




13.

F. The above overhead schedule on producing wells shall be applied to individual leases; provided that,
whenever leases covered by this agreement are operated as a unitized project in the interest of economic
development, the schedule shall be applied to the total number of wells, irrespective of individual leases,

G. The above specific overhead rates may be amended from time to time by agreement between Operator
and Non-Operator if, in practice, they are found to be insufficient or excessive.

Warehouse Handling Charges

14,

Other Expenditures
Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and
operation of the joint property.

IL BASIS OF CHARGES TO JOINT ACCOUNT
Purchases
Material and equipment purchased and service procured shall be charged at price paid by Operator, after de-
duction of all discounts actually received.

Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable,
except that Operator may furnish such material from Operator’s stocks under the following conditions:

A. New Material (Condition “A™)

(1) New material transferred from Operator’s warehouse or other properties shall be priced f. o. b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2” and over), shall be priced on carload basis effective
at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless
of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company’s Preferential Price List ef-
fective at date of transfer and f. o. b. the store or railway receiving point nearest the joint account
operation where such material is available.

(3) Cash discount shall not be allowed.

B. Used Material (Condition “B” and “C")

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning
shall be classed as Condition “B” and priced at 75% of new price.

{2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good second hand material
(Condition “B”), or

(b) Is serviceable for original function but substantially not suitable for reconditioning,

shall be classed as Condition “C” and priced at 50% of new price.

{(3) Material which cannot be classified as Condition “B” or Condition “C” shall be priced at a value com-
mensurate with its use.

(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable
percentage of knocked-down new price.

3. Warranty of Material Furnished by Operator

Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty;
and, in case of defective material, credit shall not be passed until adjustment has been received by Operator
from the manufacturers or their agents.

Operator’s Exclusively Owned Facilities

The following rates shall apply to service rendered to the joint account by facilities owned excluswely by

Operator:

A. Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and
furnishing such service to the joint account but not exceeding rates currently prevailing in the field where
the joint property is located.

B. Automotive Equipment: Rates commensurate with cost of ownership and operation. Such rates should
generally be in line with schedule of rates adopted by the Petroleum Motor Transport Association, or some
other recognized organization, as recommended uniform charges against joint account operations and revised
from time to time. Automotive rates shall include cost of o0il, gas, repairs, insurance, and other operating
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the
joint account operations. Truck, tractor, and pulling unit rates shall include wages and expenses of driver.

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation,
and the service furnished the joint property; provided that such charges shall not exceed those currently
prevailing in the field where the joint property is located.

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

E. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand
material. Derricks, tanks, buildings, and other major items shall not be removed by Operator from the joint
property without the approval of Non-Operator. Operator shall not sell major items of material to an outside
party without giving Non-Operator an opportunity either to purchase same at the price offered or to take Non-
Operator’s share in kind.



. Material Purchased by Operator
Material purchased by Operator shall be credited to the joint account and included in the monthly statement
of operations for the month in which the material is removed from the joint property.

. Material Purchased by Non-Operator

Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator
immediately following receipt of invoice. The Operator shall pass credit to the joint account and include the
same in the monthly statement of operations.

. Division in Kind

Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their re-
spective interests in such material. Each party will thereupon be charged individually with the value of the
material received or receivable by each party and corresponding credits will be made by the Operator to the
joint account, and such credits shall appear in the monthly statement of operations.

Sales to Qutsiders

Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the
net amount collected by Operator from Vendee. Any claims by Vendee for defective material or otherwise
shall be charged back to the joint account, if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be
valued on the following basis: -

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

New Material
New material (Condition “A”), being new material procured for the joint account but never used thereon, at
1009% of current new price.

. Good Used Material

Good used material (Condition “B”), being used material in sound and serviceable condition, suitable for reuse

without reconditioning,

A. At 75% of current new price if material was charged to joint account as new, or

B. At 75% of current new price less depreciation consistent with their usage on and service to the joint prop-
erty, if material was originally charged to the joint property as secondhand at 759 of new price.

Other Used Material

Used Material (Condition ‘“C”), being used material which

A. After reconditioning will 'be further serviceable for original function as good secondhand materia! (Con-
dition “B”), or ' -

B. Is serviceable for original function but substantially not suitable for reconditioning,

at 509 of current new price.

. Bad-Order Material

Used material (Condition “D”), being material which cannot be classified as Condition “B” or Condition “C”,
shall be priced at a value commensurate with its use.

. Junk

Junk (Condition “E”), being obsolete and scrap material, at prevailing prices.

Temporarily Used Material

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

VI. INVENTORIES

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

. Notice

Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to
begin, so that Non-Operator may be represented when any inventory is taken.

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

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

. Adjustment of Inventory
Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Oper-

ator shall only be held accountable to Non-Operator for shortages due to lack of reasonable diligence.

. Special Inventories

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of
interest in the joint property, and it shall be the duty of the party selling to notify all other parties hereto as
quickly as possible after the transfer of interest takes place. In such cases both the seller and the purchaser
shall be represented and shall be governed by the inventory so taken.



STATE OF

)
) SS,
COUNTY OF )

On this day of , 19 , before me personally appeared

, to. me known to be the person __described in and who

executed the foregoing 1nstrument and acknowledged that "_executed the same as
free act and deed,

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

Notary Public

My commission expires:

STATE OF )
' ) SS,
COUNTY OF
On this day of . 19 , before me personally appeared
- ,-to me krown to bé¢ the person ___described in and who
executed the foregoing 1nstrument and ‘acknowledged that ____executed the same as

free act and deed,

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

Notary Public

My commission expires:

STATE OF

55,

St el o

COUNTY OF

On this day of , 19 , before me perdonally appeared

, to me known to be the person___described in and who

executed the foregoing instrument, and acknowledged that __ executed the same as
free act and deed,

IN WITNESS WHEREQOF, I have hereunto set my Hand and affixed my official seal
the day and year in this certificate above written.

Notary Public

My commission expires:




STATE OF é%(g&,, Z)
. ) SS

COUNTY OF

On this __« % day of &%,& s 19,47/, before me personally appeared
@ 0 J@J@ , to me personally known, who, being by

me duly sworn did say that he is the ﬂﬁ et President of W

_%, and that the seal affixed to the foregoing instrument is
the corpoyate s f said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and

said O (2 £ZZ&| 4 acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my offlc:Lal seal

on this the day and year first above written.
. ) ]

Notary Public -

My Commission Expiresl‘{%b_‘y‘— 195y

STATE OF gQﬁ D gw
COUNTY OF @fpp@vt/ )

On this Zfﬁ day ofw, 19§ 2 ., before me personally appeared

ﬁﬁ O }‘I'MA/ s, to me personally known, who, being by

me duly sworn did say that he is the Z)w President of (_& e W) é:’ %

s and that the seal affixed to the foregoing instrument is
rporate seal of said corporation and that said instrument was signed and
se in behalf of said corporation by authority of its Board of Directors, and
said A O e Loy acknowledged said instrument to be the
free act and deed of said corporation.

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

G0 ) e Delland)
"Notary Public

My Commission Expires 9 -30 - S SL
f

STATE OF

COUNTY OF

On this _ /4 day of %&«j‘f , 1982 , before me personally appeared

A, L. whohiA

)
)
)

, to me personally known, who, being by

me duly sworn did say that he is the ZZ -President ofMM&%&%_

, and that the seal affixed to the foregoing instrument
is the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of sm corporation by authority of its Board of Directors, and
said acknowledged said instrument to be the

free act and deed of said corporation.

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

My Commission Expires &’/&’&L&JK Not.a‘ry Public




STATE OF J EXAS %
ss

comry oF__Da/las )

On this / f % day of 27%@, 19 53~ , before me personally appeared

GORDON SIMPSON , to me personally known, who, being by

me duly sworn did say that he is they“' ¢. President oﬂéc’ﬁefd/ /404 £ri&an O/

@ ny o %« £S5 , and that the seal affixed -to the foregoing instrument is
the’ corfonate seal of said corporation and that said instrument was signed and

sealed in behalf of said corporation by authority of its Board of Directors, and
said + GORDON SIMPSON acknowledged said instrument to be the
free act and deed of said corporation.

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

Notary Public -
My Commission Expires
June 1, 1953

My Commission Expires CATHERINE R SULLIVAK

STATE OF 7 EX AS )
) ss
COUNTY OF £/ /Zs o )

r 7%
On this /7 ~day of/;/ﬂ verm 59", 19 ¥ 2~ , before me personally appeared

C L /Derv Arms , Yo me personally known, who, being by

me duly sworn did say that he is the }//C‘e‘/ President Off//gfe/;{f/xru/éf /’0}24”/

, and that the seal affixed to the foregoing instrument is
the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said L Ferivins acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal

on this the day and year first above written. 5

Notary Public

My Commission Expires i LOVISE M. CRESS
’ Notary Public, In and for Ei Paso County, Texas

My commission expires June 1, 1953
STATE OF _M—QIJW g
COUNTY 0F_=/L...Qo.~ )

On this _{ i & day ofM , 195 3~ before me personally appeared

‘\,/* g &&k— , to me personally known, who, being by
U

me duly sworn did say that he is the Vice President of__ STANQLIND Ol AND GAS COMPANY

N , and that the seal affixed to the foregoing instrument
is the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said ' . ‘é‘*& acknowledged said instrument to be the

free act 8nd deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal

on this the day and year first above written.

My Commission Expires Notary Public
- My Commission Expires October 4, 1955




STATE OF )

) 88
COUNTY CF )
On this ‘ day of s 19 , before me personally appeared

, to me personally known, who, being by

me duly sworn did say that he is the President of

» and that the seal affixed to the foregoing instrument is
the corporate seal of sald corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said . : ; acknowledged said instrument to be the
free act and deed of said corporation.

‘ IN WITNESS WHEREOF, I have héreunto set my hand and affixed my official seal
on this the day and year first above writtenm,

Notary Public -

My Commission Expires

STATE OF : )
) S8
COUNTY OF )
On this day of , 19 s before me personally appeared
, Yo me personally known, who, being by
me duly sworn did say that he is the President of

, and that the seal affixed to the foregoing instrument is
the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said ‘ acknowledged said instrument to be the
free act and deed of said corporation.

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

Notary Public

My Commission Expires

STATE OF . , )
STATE OF TRXAS X ‘

COUNTY @ TARRANT

£ December, 1 2 before me personally appearsd
On this 218k day of Dego e iu-gasu’my Enown, uwhe, being by me duly
swora sa the atteorney~in~fact of The Texas Company, and
thas the -u{ affixed to the foregeing imstrument is the ocerporate seal
of sald cerporation and thl: ui: h:‘:t r‘:t“;o [} 3 : ;:‘ :::::d ‘1:‘
d eerporation authoy 3 s Beard o »
::g:u of sald e : ¥ umu!md said instrument te be the

free TSV IBE €4¢d oY #41d corperation.

M ¥ITHESS WH:RBOF, I have herete set hand and affixed my offfeial
sseal on ¥jis the day and year first aboys wrissen.
) (P

iy Gosmission Expiress 6-1-53




PHILLIPS PETROLEUM COMPANY

BARTLESVILLE, OKLAHOMA

LAND AND GEOLOGICAL DEPARTMENT

C. O. STARK, VICE PRESIDENT

D. E. LOUNSBERY, CHIEF GEOLOGIST 316% Dewey Avenue

D. C. HEMSELL, MGR. LAND DIVISION B

W. B. WEEKS, MGR. GEOLOGICAL SECTION Ja'nua‘ry 22’ 1953

A. J. HINTZE, MGR. EXPLORATION SECTION :’/ ; { 2

Re: San Juan Unit 32-8
San Juan County,
New Mexico
Unit No, 14~08-001-446

The 0il Conservation Commission
of the State of New Mexico
Santa Fe, New Mexico

Gent lemen:

The above numbered Federal unit was approved by the icting
Director, United States Geological Survey on January 13, 1953, and we
are enclosing for your files a fully executed copy of the Unit Agreement
and also a fully execubted copy of the Unit Operating Agreement.

We sincerely appreciate your cooperation in comnection with
obtaining approval of this and other units by the State of New Mexico,

Yours very truly,

PHILLIPS PETRCLEUM COMPANY

e
. 7) >
BnyEFaéilb? /::;??< i

Owen I /thés
/f_

0IJ :ndb

Registered ~ RR
encl,
ce: G. E. Benskin




PHILLIPS PETROLEUM COMPANY
O g e e

BARTLESVILLE, OKLAHOMA oy -
i R S o CPE it

i H
LAND AND GEOLOGICAL DEPARTMENT ;{ B t ’I. 1
4 A
o

C. O. STARK, VICE PRESIDENT 316% Dewey Avenue 1 JAN 9 .L 19;3 .
D. £E. LOUNSBERY, EF GEOLOGIST £ 3 - ' 3
D. C. HEMSELL, MQ‘:_“LAND DIVISION Jarluary 19, 1953 . ‘ :

W. B. WEEKS, MGR. GEOLOGICAL SECTION

L Sl Ui

A. J. HINTZE, MGR. EXPLORATION SECTION

Re: San Juan Unit 32~8

San Juan County, L,
New Mexico »L}k

AR

The 0il1 Conservation Commission
of the State of New Mexico
Santa Fe, New Mexico

Gentlemen:

Attached is a copy of a letter from H., J. Duncan dated
January 14, 1953, advising us of the approval of San Juan 32-8 Unit,
You will be furnished within a few days with a fully executed copy
of the Unit Agreement and Unit Operating Agreement.

Yours very truly,

PHILLIPS PETROLEUM CQMFANY

\

OIJ:ndb

Enclosure
cc: G, E. Benskin



I RERLY RTFER TO!

. UNITED STATE‘S
DEPARTMENT OF THE INTERIOR
‘GEOLOGICAL SYRVEY,
W‘ASHINGTON 25 p.c.

-l
e
e

JANt12

© ok

L "‘Phillips Wo.leum Cmqgny : , ‘ B
, . Suite 7, 3164 So. Dewey. Ave. '
7 &rtlesnlle, Oklahoma

 Apfitlenen;

T On Jammary 13, 10)3, Acting Director of e Geologi,cal

~ + garvey, Thomas F. ¥olan, approved the San Juan 32-° wnit &
Sdn Juan Cownty, New :mxico, filed by your company as unitsnperator

. This agrecment has beef désignatéd No. 1L~00-0C,~hh6, =g 1s at‘*- v
- fectivd as af‘ the date of am:roval :

-

) Enclosed aré three co;nag of the aporoved unit azrasment
il for yor records. It is requested thet you furaish the State of
. 3‘: - jew - fexico or.any other interested. prihcipal ¥i th whatever evidence
,éﬁa_* of t.h is approval 1is deened apnropriau.

, l'f'? =4‘ Po'ver of a..'wmev for-J. B, Markley, Jr., to slm for
-;&k Texas Ccmpam' is needed ana should be furniched promptily.

Ver; e lv yours,

':") f,t*)c ,14,“4._(

, Fbr the Director’
\
Enclosures 3

~ ILLEGIBLE




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE SAN JUAN 32-8 UNIT AREA
COUNTY OF SAN JUAN
STATE OF NEW MEXICO

ZERVATION 5y~

o 7
¢® RECEIVED s’o \

‘.'-.‘- N01£££Eiﬂnglf 44t

JAN 5 1953

Se, ¢l
Qogicar su?

This agreement entered intc as of the 2/ST day of OCTOBER s
1952, by and between the parties subscribing, ratifying, or consenting hereto,Lénd
herein referred to as the '"parties hereto",

WITNESSETH: Whereas the parties hereto are the owners of working, royalty,
or other oil and gas interests in the unit area subject to this agreement; and

Whereas the Act of February 25, 1920, 41 Stat. 437, as amended by the
Act of August 8, 1946, 60 Stat. 950, 30 U,S.C. Secs. 181 et seq., authorizes
Federal lessees and their representatives to unite with each other, or jointly
or separately with others, in collectively adopting and operating a cooperative
or unit plan of development or operation of any oil or gas pool, field, or
like area, or any part thereof, for the purpose of more properly conserving
the natural resources thereof whenever determined and certified by the
Secretary of the Interior to be necessary or advisable in the public interest;
and

Whereas the Commissioner of Public lands of the State of New Mexico is
authorized by an act of the Legislature (Chapter 88, laws 1943, New Mexico
Statutes 1941 Annotated, Sections 8-1138 to 8-~1141) to consent to and approve
the development or operation of lands of the State of New Mexico under this
agreement ; and

Whereas the 0il Conservation Commission of the State of New Mexico is
authorized by an act of the Legislature (Chapter 72, Laws 1935, New Mexico
Statutes 1941 Annotated, Sections 69-201 et seg.) to approve this agreement
and the conservation provisions hereof; and

Whereas the parties hereto hold sufficient interests in the San Juan 32-8
Unit Area covering the land hereinafter described to give reasonably effective

control of operations therein; and

/- RO



Whereas it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-
ment and operation of the area subject to this agreement under the terms, conditions,
and limitations herein set forth;

Now, therefore, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below-defined unit area, and agree severally among themselves, as follows:

1. Enabling act and regulations.

The Act of February 25, 1920, as amended, supra, and all valid pertinent
regulations, including operating and unit plan regulations, heretofore issued
thereunder or valid pertinent and reasonable regulations hereafter issued
thereunder are accepted and made a part of this agreement as to Federal
lands, provided such regulations are not inconsistent with the terms of this
agreement; and as to non-Federal lands, the oil and gas operating regulations
in effect as of the effective date hereof goverhing drilling and producing
operations, not inconsistent with the terms hereof or the laws of New Mexico
are hereby accepted and made a part of this agreement,

2, Unit area,

The following-described land is hereby designated and recognized
as constituting the unit area;

New Mexico Principal Meridian:

Township 31 North, Range 8 West

Sections 1,2,3,4: All
Sections 9,10,11,12,13,14,15,16: All
Sections 21,22,23,24: A1l

Township 32 North, Range 8 West

Section 7: Lots 1,2,3,4,5,6, EgSW;, SEL
Section 8: Lots 1,2 3, and A, S%
Section 9: ILots 1,2,3; and 4, S?
Section 10: Lots 1,2,3, and L, S?
Section 1l: Iots 1,2,3, and 4, Sf
Section 123 Ilots 1,2,3, and 4, Sz
Sections 13, 14,15, 16 17: A1l

Section 18: lots 1,2,3, and 4, EEW
Section 19: Iots 1,2,3, and L, EzW3, Ez
Sections 20,21,22,23,24,25,26,27,28, 29 All
Section 30' Lots 1,2,3, and 4, E5 W
Section 31: Ilots 1,2,3, and 4, E 2
Sections 32,33,3&,35336: A1l

Containing 27,500.28 acres, more or less

-2 -
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Exhibit A attached hereto is a map showing the unit area and the boundaries
and identity of tracts and leases in said area to the extent known to the Unit
Operator. Exhibit B attached hereto is a schedule showing to the extent known
to the Unit Operator the acreage, percentage, and kind of ownership of oil and
gas interests in all land in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by any party hereto as to
the ownership of any interest other than such interest or interests as are shown
in said map or schedule as owned by such party. Exhibits A and B shall be revised
by the Unit Operator whenever changes in the unit area render such revision necessary,
or when reaquested by the 0il and Gas Supervisor, hereinafter referred to as "Supervisor,"
or when requested by the Commissioner of Public Lands of the State of New Mexico,
hereinafter referred to as "Commissioner," and not less than six copies of the
revised exhibits shall be filed with the Supervisor and copies thereof shall
be filed with the Commissioner and the New Mexico 0il Conservation Commission,
hereinafter referred to as the "Commission".

The above~described unit area shall when practicable be expanded to include
therein any additional tract or tracts regarded as reasonably necessary or advisable
for the purposes of this agreement, or shall contracted to exclude lands not within
any participating area, whenever such expansion or contraction is necessary or advisable
to conform with the purposes of this agreement. Such expansion or contraction shall
be effected in the following manner:

(a) Unit Operator, on its own motion of on demand of the Director of the
Geological Survey, hereinafter referred to as "Director", or on demand of the
Commissioner and/or the Commission, shall prepare a notice of proposed expansion
or contraction describing the contemplated changes in the boundaries of the unit
area, the reason therefor, and the proposed effective date thereof.

(b) Said notice shall be delivered to the Supervisor and Commiqsioner
and/or the Commission, and copies thereof mailed to the last known add}ess of
each working interest owner, 1esseé, and lessor whose interests are affected,
advising that 30 days will be allowed for submission to the Unit Operator of
any objections.

(¢) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor, Commissioner

and the Commission evidence of mailing of the notice of expansion or contraction and

-3 - P



a copy of any objections thereto which have been filed with the Unit Operator,
(d) After due consideration of all pertinent information, the expansion
or coptraction shall, upon approval by the Director, Commissioner, and.the Com-
mission, become effective as of the date prescribed in the notice thereof.
All land committed to this agreement shall constitute land referred
to herein as “unitized land" or "land subject to this agreement M

3. Unitized substances,

411 o0il and gas in any and all formations of the unitized land are
unitized under the terms of this agreement and herein are called M™unitized
substances, "

Le Unit QOperator.

Phillips Petroleum Company; a Delaware Corporation with offices at
Bartlesville, Oklahoma, is hereby designated as Unit Operator and by 'signature
hereto as Unit Operator agrees and consents to accgept the duties and obliga-
tions of Unit Operator for the discovery, development, and productioh of
unitized substances as ﬁereiﬁ provided. Whenever reference is made herein to
the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as an owner of interest in unitized substances, and the term
"working interest owner"” when used herein shall include or refer to Unit
Operator as the owner of a working interest when such an interest is owned
by it.

5 HResignation or removal of unit operator,

Unit Operator shall have the right to resign at any time prior to
the establishment of a participating area or areas hereunder, but such resig-
nation shall not become effective so as to release Unit Operator from the
duties and obligations of Unit Operator and terminate Unit Operator's rights
as such for a period of 6 months after notice of intention to resign has been
served by Unit Operator on all working interest owners and the Director, Com-
missioner and the Commission, and until all wells then drilled hereunder are
placed in a satisfactory condition for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and by the Commission as to other

lands, unless a new Unit Operator shall have been selected and approved and

4
~ - .
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shall have taken over and assumed the duties and obligations of Unit Operator
prior to the expiration of sald period.
| Unit Operator shall have the right to resign in like manner and subject
to like limitations as above provided at any time a participating area
established hereunder is in existence, but provided, howevér, until a successor
unit operator is selected and.approved as hereinafter provided, the worging
interest owners shall be jointly responsible for performance of the duties of
unit operator, and shall not later than 30 days before such resignation becomes
effective approint a common agent to represent them in any action to be taken hereunder.
The rgsignation of Unit Operator shall not release Unit Operator from any
liability for any default by it hereunder occurring prior to the effective date
of its resignation.
The Unit Operator may; upon default or failure in the performance of its
duties or obligations hereunder; be subject tc removal by the same percentage
vote of the owners of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be
effective upon notice thereof to thévDirector aﬂd Commissioner,
The resignation or removal of Unit Operator under this agreement shall
not terminate its right; title, or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becaming effective, such Unit Operator shall deliver possession
of all equipment, materials, and appurtenances used in conducting the unit operations
as owned by the working interest owners to the new duly gualified successor
Unit Operator or to the owners thereof if no such new Unit Operator is elected, to
be used for the purpose of conducting unit operations hereunder. Nothing herein
shall be construed as authorizing removal of any material,; equipment, and appurtenances
needed for the preservation of any wells,

6. Successor unit operator,

Whenever the Unit Operator shall tender his or its resignation
as Unit Operator or shall be removed as hereinabove provided, the owners of the
working interests in thé participating area or areas according to their respective
acreage interests in such participating area or areas, or, until a participating area
shall have been established; the owners of the working interest according to their

reSpéctive acreage interests in all unitized land, shall by majority vote select

-5 -



a successor Unit Operator: Provided, That, if a majority but less than 75 per cent
of the working interests qualified to vote are owned by one party to this agreement,
a concurring vote of one or more additional working interest owners shall be
required to select a new operator. Such selection shall not become effective

unit (a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator; énd (b) the selection shall have been approved
by the Director and Commissioner. If no succéssor Uniﬁ Operator is selected

and qualified as herein provided, the Director and Commissioner at thelr election

may deeclare this unit agreement terminated,

7. Accounting Provigions and unit operating agreement .

Costs and expenses incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportioned among and borne by the owners of working
interests, all in accordance with the agreement or agreements entered into b&
and between the Unit Operator and the owners of working interests, whether one
or more, separately or collectively, Any agreement or agreements, entered into
between the working interest owners and the Unit Operator as provided in this
section, whether one or more, are herein referred to as the "unit operating
agreement”, Such unit operating agreement shall alsc provide the manner in
which the working interest owners shall be entitled to receive their respective
proportionate and allocated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases, or other independent contracts;
and such other rights ana obligations .as between Unit Operator and the working
interest owners as may be agreed upon by Unit Operator and the working interest
owners; however; no such unit operating agreement shall be deemed either to
modify any of the terms and conditions of this unit agreement or to relieve theé
Unit Operator of any right or obligation established under this unit agreement;
and in case of any inconsistency or conflict between the umit agreement and the
unit operating agreement, this unit agreement shall prevail. Three true copies
of any unit operating agreement executed pursuant to this section shall be filed
with the Supervisor.

8. Rights and obligations of Unit Operator.

Except as otherwise specifically provided herein, the excludive

right, privilege, and duty of exercising any and all rights of the parties
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hereto which are necessary or convenient for prospecting for, producing,
storing, allocating, and distributing the unitized substances are hereby
delegated to and shall be exercised by the Unit Operator as herein provided,
‘Acceptable evidence of title to said rights shall be deposited with said
Unit Operator and, together with this agreement, shall constitute and define
the rights, privileges, and obligations of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any land or to any lease
or operating agreement, it being understood that under this agreement the
Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes
herein specified.

9. Drilling to discovery,

Within 60 days after the effective date hereof, the Unit Operator
shall begin to drill an adequate test well at a location selected by it and
approved by the Supervisor if on Federal land or the Commission if on State or
Patented land unless on such effective date a well is being drilled conform—
ably with the terms hsreof, and thereafter continue drilling diligently
until the Mesaverde formation has been tested or the Unit Operator shall at
any time establish to the satisfaction of the Supervisor if on Federal land
or the Commissioner if on State land or the Commission if on patented land
that further drilling of said well would be unwarranted or impracticable,
provided, however, that Unit Operator shall not in any event be required
to drill said well to @ depth in excess of 6,000 feet. Within 30 days
following completion of the aforesaid initial test well upon the unit area,
Unit Operator shall commence the drilling of an additional well and shall there-
after continue drilling operations .n the unit area, with not more than 30
days of elapsed time between the completion of one well and the commencement

of the next succeeding well, until an aggregate of six wells commenced

after September 25, 1952, ( whether commenced before or after the effective date of
this agreement), shall have been drilled thereon to said depth at locations
selected by Unit Operator and approved by the Supervisor if on Federal land

or the Commissioner if on State land or the Commission if on Patented land

so spaced over the unit area as to determine so far as may be practicable

the productive acreage and gas rescrves in the Mesaverde and shallower

formations underlying said unit area,

-7 -
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In the event none of the wells drilled pursuant to the above specified
drilling program results in obtaining production in paying quantities, then
upon completion of the above-outlined drilling program until the discovery
of a deposit of unitized substances capable of being produced in paying
quantities, the Unit Operator shall continue drilling diligently ohe well
at a time, allowing not more than 6 months between the completion of one well
and the beginning of the next well; wntil a well capable of producing unitized
substances in paying quantities is completed to the satisfaction of said
Supervisor if on Federal land, or the Commissioner if on State land, or the
Commission if on privately owned land, or until it is reasonably proved that
the unitized land is incapable of producing unitized substances in paying quanti-
ties in the formations drilled hereunder. Nothing in this section shall be deeﬁp
ed to limit the right of the Unit Operator to resign as provided in Section 5
hereof; or as requiring Unit Operator to commence or continue any drilling
during the period pending such resignation becomming effective in order to
comply with the requirements of this section. The Director and Commissioner
may modify the drilling requirements of this section by granting reasonable
extensions of time when; in their opinion, such action is warranted,

Upon failure to comply with the drilling provisions of this section, the
Director; Commissioner and the Commission may, after reasonable notice to the
Unit Operator; and each working interest owner, lessee, and lessor at their last
known addresses, declare ﬁhis unit agreement terminated.

10, Plan of further development and operation,

Within 6 months after completion of a well capable of producing unitized
substances in paying quantities or within 6 months after completion of the
drilling program outlined in Section 9 above, whichever is the later date, the
Unit Operator shall submit for the approval of the Supervisor, the Commissioner
and the Commission an acceptable plan of development and operation for the
unitized land which, when approved by the Supervisor, the Commissioner and the
Commissian; shall constitute the further drilling and operating obligations
of the Unit Operator under this agreemenﬂ for the period specified therein,
Thereafter; from time to time before the expiration of any existing plan,the

Unit Operator shall submit for the approval of the Supervisor, the Commissioner



and the Commission, a plan for an additional specified period for the development
and operation of the unitized land. Any plan submitted pursuant to this section
shall provide for the exploration of the unitized area and for the determination
of the area or areas thereof capable of producing unitized substances in paying
quantities in each and every productive formation and shall be as complete and
adequate as the Supervisor; the Commissioner and the Commission may determine

to be necessary for timely development and proper conservation of the oil and

gas resources of the unitized area and shall (a) specify the number and locations
of any wells to be drilled and the proposed order and time for such drilling;

and (b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources, Separate
plans may be submitted for separate productive zones, subject to the approval of
the Supervisor, the Commissioner and the Commission. Said plan or plans shall

be modified or supplemented when necessary to meet changed conditions or to protect
the interests of all parties to this agreement. Reasonable diligence shall be
exercised in complying with the obligations of the approved plan of development.
The Supervisor and Commissioner are authorized to grant a reasonable extension
of the 6-month period herein prescribed for submission of an initial plan of
development where such action 1s justified because of unusual conditions or
circumstances, After completion hereunder of a well capable of producing any
unitized substance in paying quantities and the drilling program outlined in
Section 9 above; no further wells, except such as may be necessary to afford
protection against operations not under this agreement or such as may be speci-
fically approved by the Supervisor; the Commissioner and the Commission, shall
be drilled except in accordance with a plan of development approved as herein
provided,

11, Participation after discéve;z.g
(a) MESAVERDE AND SHALLOWER FORMATIONS. That portion of the unit

area lying above the base of the Mesaverde formation is hereby divided into
Drilling Blocks containing 320 acres each; more or less, which Drilling Blocks
shall constitute one-half sections, by government survey, the sections being
divided by a line running north and south in such manner that each Drilling

Block shall be either the East Half (E/2) or the West Half (W/2) of each
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given section, provided, however, that in any instances of irregular surveys
that vortion of a section which most nearly constitutes either the East Half
(E/2) or the West Half (W/2) shall constitute a Drilling Block even though its
acreage may be irregular, and provided further that any irregular strips or
small tracts shall attach to the adjacent Drilling Blocks to which they most
logically attach within the limitations for Drilling Blocks as herein set forth,
and provided further that in the event any portion of the area subject to this
agreement is not surveyed, Unit Operator shall oroject the survey from the nearest
established govermment survey points for the ourposes of this agreement.

Upon completion of a well capable of producing unitized substances
from the Mesaverde or shallower formations or as soon thereafter as required
by the Supervisor or the Commissioner, the Unit Operator shall determine whether
said well is capable of producing unitized substances in paying quantities and
shall advise the Supervisor, the Commissioner and the Commission of its con~
clusion in that regard, giving the data unon which its conclusion is based and
identifying the Drilling Block uron which said well is located. Protests against
said conclusion may be filed with the Director, the Commissioner and the Commission

within 15 days thereafter but unless the Director, the Commissioner or the Commisgion

shall, within 30 days after the filing of the original statement of conclusion

by Unit Operator, dlsaonrove oi such concluulon, the dec151on of Unlt Operator

S AR S

shall thereafter be blndlng upon the Dartles hereto If any such well is determined

T
-

to be canable of producing unitized substances in paying auantities, all of the land
in the Drilling Block shall constitute the participating area for the formation
from which the well is producing effective as of the date of first production.

Unit Operator shall prepare a schedule setting forth the percentage of unitized

substances to be allocated, as herein provided, to each unitized tract in

the participating area so established, and upon avproval thereof by the Director,
) —

e

the Commission and Comm1351oner said schedule shall govern the allocatlon of
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productlon from and after the date the Dartlclhatlnp area becomes effectlveq, A
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senmarate participating area shall be established in like manner for each separate

pool or devnosit of unitized substances or for any group thereof producing
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as a single pool or zone, and all of the provisions of this section of this
agreement shall be considered as applicable separately for each such participating
area; It is hereby agreed for the purposes of thié agreement that all wells
completed for production in the Fruitland formation shall be regarded as producing
from a single zone or pool and all wells completed for production in the Pictured
Cliffs formation shall be regarded as producing from a single zone or pool; and
all wells completed for porduction in the Mesaverde group shall be regarded as
producing from a single zone or pool., Additional Drilling Blocks; subject to any
limitations elsewhere set out in this agreement, shall be admitted to the partici-
pating area on the first day of the month following the month in which it has begen
established that a well capable of production of unitized substances in paying
quantities has been drilled on any such Drilling Block, and tle percentage of
allogation shall be revised accordingly; in which event all of the production
prior to the effective date of admission of such Drilling Block to the participating
area shall be credited solely to the account of that varticular block. For the purposes
hereof, it shall be deemed that the capability of a well to produce unitized substances
in payiﬁg guantities has been established when so determined by the Unit Operator
and when notice of such determination shall have been delivered to the Supervisor;
the Commissioner and the Cbmmissioé; which notice includes the data upoh which
the determination is based and identifies the Drilling Block upon which the well
is located, subject to the right of any interested party to protest in writing
against said determination to the Unit Operator, the Director, the Commi.ssioner
and the Commission within 15 days thereafter, however; in any event, such
deﬁermination shgll become effective within 30 days from the date thereof unless
disapproved within said 30-day period by the Director, Commissioner, or Commission.
In the event such determination is not upheld and changed conditions subsequently
warrant; a new determination based on new showings and a new effective date may be
submitted and processed in the same marmer as aforesaid. No land shall be excluded
from a participating area on account of depletion of the unitized substances.

In ﬁhe event that any Drilling Block is admitted to a participating
area as hereinabove érovided when it lies directly north, south, east, or west
of any Drilling Block already included in said participating grea, and where

there is one, but only one intervening Drilling Block on which no well has then
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been drilled, said intervening Drilling Block shall also be admitted to said
participating area at the same time, in the same manner and subject to the

same conditions as the Drilling Block which is then admitted to such partici-
pating area by reason.of the completion of a well thereon capable of producing
unitized substances in paying quantities. . In such event, the drilling of a well
on such undrilled intervening Drilling Block shall be commenced, within one year
from the effective date of said Drilling Block's inclusion in the participating
area; unless said time be extended by the Director, Commissioner; and Commission;
and shall be continued with dﬁe diligence to the depth necessary to test the
horizon from which production is secured in said participating area.

If the initial well on any Drilling Block is not capable of production
in paying quantitieées and at a later date a well is drilled on such Drilling
Block which is capable of production of unitized substances in paying guantities,
then that portion of the Drilling Block considered to be capable of production
in paying quantities by reasonable geologic inference shall be admitted to the
participating area upon recommendation of the Unit Operator and approval of
the Director; the Commissioner and the Commission, If geologic inference is
not applicable, the forty-acre tract by government survey, existing or projected,
on which the producible well is drilled and all other untested forty-acre tracts
or lots approximating 40 acres lying within the Drilling Block shall be admitted
to the participating area.

If any Drilling Block, or portion thereof, on which a well has been
drilled is not included in a participating area, conformably with the provisions
of this agreement; and thereafter should become capable of production in paying
quantities by reason of repressuring or other methods of secondary recovery,
such drilling block or portion thereof shall be admitted to the applicable
participating area on recommendation of the Unit Operator and approval thereof
as provided for the inclusion of lands in a participating area in the preceding
paragraph hereof,

Regardless of any revision of the participating érea, and except as
herein elsewhere specifically provided, there shall be no retroactive adjustment
for production obtained prior to the effective date of any such revision of the

participating area.
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Whenever it is determined, in the manner provided in this agreement,
that a well drilled under this agreement is not capable of production in paying
quantiiies and inclusion of the Drilling Block on which it is situated in a
participating area is unwarranted, production from such well shall, for the
purposes of settlement among royalty interest owners, be allocated to the
Drilling Block on whiéh the well is located so long as such land is not within
a participating area established for the pool or deposit from which such production
is obtained. OSettlement for working interest benefits from such a well shall be
made as provided in the unit operating agreement,

(b) FROM FORMATIONS BELOW THE MESAVERDE, Upon completion of a well

capable of producing unitized substances from formations lying below the base of

the Mesaverde in paying quantities, or as soon thereafter as required by the
Supervisor and Commissioner, the Unit Operator shall submit for approval by the
Director; the Commissioner, and the Commission, a schedule based on subdivisions

of the public land survey or aliguot parts thereof, of all unitized land then re-
garded as reasonably proved to be productive of unitized substances in paying
quantities; all lands in said schedule on approval of the Director, the Commissicner,
and the Commission to constitute a participating area, effective as of the date

of first production, Said schedule also shall set forth the percentage of

unitized substanqes to be allocated as herein provided to each unitized tract in

the participating area so established; and shali govern the allocation of production
from and after the date the participating area becomes effective,

A separate participating area shall be established in like mamner for each
separate pool or deposit of unitized substances or for any group thereof produced
as a single pool or zone, and any two or more participating areas so established
may be combined into one with the consent of the owﬁers of all working interests
in the lands within the participating areas so'to be combined, on approval of the
Director; the Commissioner; and the Commission. The participating area or areas
so established shall be revised from time to time, subject to like approval,
whenever such action appears proper as a result of further drilling operations
or otherwise; to include additicnal land then regarded as reasonably proved to be

productive in paying quantities and the percentage of allocation shall also be
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revised accordingly. The effective date of any revision shall be the first of the
month in which is obtained the knowledge or Information on which such revision is
predicated, unless a more appropriate effective date is specified in the schedule.
No land shall be excluded from a participating area on account of depletion of the
unitized substances,

It is the intent of this subsection (b) that a particiapting area shall
represent the area known or reasonably estimated to be productive in paying
quantities; but, regardless of any revisicon of the participating area, nothing
herein contained shall be construed as requiring any retroactive adjustment for
production obtained prior to the effective date of revision of the participating
area,

In the absence of agreement at any time between the Unit Operator and the
Director, the Commissioner, and the Commission as to the proper definition or
redefinition of a participating area, or until a participating area has, or
areas have, been established as provided herein, the pertion of all payments
affected thereby may be impounded in a manner mutually acceptable to the owners
of working interests, except royalties due the United States and the State of
New Mexico, which shall be determined by the Supervisor and the Commissioner and
the amount thereof deposited as directed by the Supervisor and the Commissioner,
respectively, to be held as unearned money until a participating area is finally
approved and then aprlied as earned or rgturned in accordance with a d etermination
of the sum due as Federal and State Royalty on the basis of such approved parti-
cipating area.

Whenever it is determined, subject to the approval of the Supervisor, as to

wells on Federal land, the Commissioner as to wells on State land, and the

Comxission as to patented land, that a well drilled under this agreement is not
capable of production in paying quantities and inclusion of the land on which it
is situated in a participating area is unwarranted, production from such well
shall, for the purposes of settlement amorig all parties other than working interest
owners, be allocated to the land on which the well is located so long as such land
is not within a participating area established for the pool or deposit from which
such production is obtained. Settlement for working interest benefits from such

a well shall be made as provided in the unit operating agreement.
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12, Allocation of production,

All unitized substances produced from each participating area established
under this agreement, except any part thereof used in conformity with good operating
practices within the unitized area for drilling, operating, camp and other production
or development purposes, for repressuring or recycling in accordance with a plan
of development approved by the Supervisor and Commissioner, or unavoidably lost,
shall be deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area established for such production
and, for the purpose of déterminingvany Eenefits accruing under this agreement,
2och such “raich of tnmitized Jend shall have allocated to it such percentage of
saild production as the number of acres of such tract included in said participating
area bears to the total acres of unitized land in said participating area; except
that allocation of production hsreunder for purposes other than for settlement
of the royalty; overriding royalty, or payment out of production obligations of
the respective working interest owners, shall be on the basis prescribed in the
unilt operating agreement whether in conformity with the basls of allocation herein
set forth or otherwise. It is hereby agreed that production of uniti;ed substances
from a participating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of said participating
area, If any gas produced from one participating area is used for repressuring
or recycling purposes in another participating area, the first gas withdrawn from
such last mentioned participating area for sale during the life of this agreement
shall be considered to be the gas so transferred until an amount equal to that
transferred shall be so produced for sale and such gas shall be allocated to the
participating area from which initially produced as constituted at the time of such
final production.

13, Development or operation of non-participating land or formations

and drilling of wells not mutually agree upon.

Any party or parties hereto ouwning or controlling the working interests
or a majority of the working interests in any unitized land having thereon a
regular well location may, with the approval of the Supervisor as to Federal
land, the Commissioner as to State land and the Commission as to privately owned

land, and subject to the provisions of the Unit Operating Agreement at such
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party's sole risk, cost, and expense drill a well to test any formation for
which a participating area has not been established or to test any formation
for which a participating area has been established if such location is not
within said participating area, or drill any well not mutually agreed to by all
interested varties, unless within 90 dajs of receipt of notice from said party
of his intention to drill the well the Unit Operator elects and commences to
drill such well in like manner as other wells are drilled by the Unit Operator
under this agreement.

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be .
included in a participating area, such participating area shall be established or
enlarged as provided in this agreement, and the party or parties paying the cost
of drilling such well shall be reimbursed as provided in the unit operating
agreement for the cost of drilling such well, and the well shall thereafter be
operated by Unit Operator in accordance with the terms of this agreement and
the unit operating agreement,

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion in a participating
area of the land upon which such well is situated; such well may be operated and
produced by the party drilling the same subject to the conservation requirements
of this agreement. The royalties in amount or value of production from any such
well shall be paid as specified in the underlying lease and agreements affected.

14. Royalty Settlement

The United States and the State of New Mexico and all royalty owners
who, under existing contracts, are entitled to take in kind a share of the
substances now unitized hereunder produced from any tract, shall hereafter be
entitled to the right to tazke in kind their share of the unitized substances
allocated to such tracty,; and Unit Operator, or in case of the operation of a
well by a working interest owner as herein in special cases provided for, such
working interest owner, shall make deliveries of such royalty share taken in
kind in conformity with the applicable contracts, laws, and regulations,
Settlement for royalty interest not taken in kind shall be made by working

interest owners responsible therefor under existing contracts, laws, and

- 16 -
-39



regulations; on or before the last day of each month for unitized substances
produced during the preceding calendar menth; prcvided, however, that nothing
herein contained shall operate to relieve tﬁe lessees of any land from t heir
respective lease obligations for the payment of any'royalties due under their
leases,

If gas obtained from lands not subject to fﬁis agreement is introduced
into any particivating area of the lands being'operated hereunder, for use in
repressuring, stimulation cf preduction, or increasing ultimate recovery; which
shall be in conformity with a plan first avproved by the Supervisor and Commissioner,
a like amount of gas, after settlement zs herein provided for any gas transferred
from any other participatingkarea and with due allowance for loss or depletion
from any cause, may be withdrawn from the formation inte which the gas was
introduced, royalty free as to dry'gas; but not as to the producfs extracted
therefrom: provided that such withdrawal shall be at such time as may be provided
iﬁ the plén of operations or as may otherwise be consented to by the Supervisor
as conforming to good petroleum engineering practice; and provided further, that
such right of withdrawal shall terminate on the terminction of this unit agreement,

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal land
as provided herein at the rates specified in the respective Federal leases, or
at such lower rate or rates as may be authorized by law or regulation; provided,
that for leases on which the royalty rate depends on the daily average production
per well; said average production shall be determined in accordance with the
operating regulations as though each participating area were a single consolidated
lease, |

Royglty due on account of State and privately cwned lands shall be computed
and paid on the basis of all unitized substances allocated to such lands,

15, _Rehtal settlement,

Rental or minimum réyalties due.on leases committed heréto shall be paid
by working interest owners responsible therefor inder existing contracts, laws,
and regulations, provided that nothing herein contained shall operate to relieve
the lessees of any land from their respective lease obligations for the payment

of any rental or minimum royalty in iieu thereof due under their leases, Rental
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or minimum royalty for lands of the United States subject to this agreement shall
be paid at the rate specified in the respective leases from the United States
unless such rental or minimum royalty is walved, suspended, or reduced by law

or by approval of the Sécretary or his duly authorized representative,

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respective leases, or may be reduced o£
suspended upon the order of the Commissioner pursuant to applicable laws and
regulations,

With respect to any lease on ncn~Federal land containing provisions
which would terminate such lease unless drilling operaticns were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such driliing operations, the rentals
required thereby shall, notwithstanding any other provision of this agreement,
be deemed to accrue and beczome payable during the term thereof as extended by;
this agreement and until the required drilling operations are commenced upon
the land covered thereby or some portion of such land is included within a
participating area.

16, Conservation,

Operations hereunder and production of unitized substances shall be
conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. Drainage,

The Unit Operator shall take appropriate and adequate measures tpe prevent
drainage of unitized substances froﬁ unitized land by wells on land not subjecf
to this agreement, including wells on adjacent unit areas, or pursuant to
applicable regulations pay a fair and reasonable compensatory royalty ds
determined by the Superviser for Federal lands or as approved by the Commissioner

for State lands,

18, Leases and contracts conformed and extended,
The terms, conditions; and provisions of all leases, subleases, and
other contracts relating to exploration, drilling derlOpment, or 'operation
for oil or gas of lands committed to this agreement are hereby expreésly'modified

and amended, o the exbent necessary to make the same conform to the provisions
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hereof, but otherwise to remain in full‘fofce aﬁd ef?éct; and the parties hereto
hereby consent that the Secretary as to Federal leaﬁés and the Commissioner as

to State leases shall and each by his approval heregf, or by the approval hereof
by his duly authorized representative, does hereby establish, alter; change; or
revoke the drilling, producing; rental; minimum royalty, and royalty require-—
ments of Federal and State leases committed hereto and the regulations in respect
thereto to conform said requirements to the provisions of this agreement, and,
without limiting the generality of the foregoing; all leases, subleases, and
contracts are particularly modified in accordance with the followings

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations for
development and operation with respect to each and every part or separately
owned tract subject to this agreement; regardless of whether there is any develop-
ment of any particular part or tract of the unit area, notwithstanding anything
to the contrary in any lease, operating agreement or other contract by and between
the parties hereto; or their respective predecessors in interest, or any of them.

(b) Drilling and produéing'operations performed hereunder upon any tract
of unitized lands will be accepted and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed
to expire by reason of failure to drill or produce wells situated on the land
therein embraced,

(c) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Secretary (or his duly authorized
reﬁresentative) and the Commissioner or with the approval of the Commission
shall be deemed to constitute such suspension pursuant to such direction or
consent as to each and every tract of unitized land,

(d) Each lease, sublease or contract relating to the exploration,
drilling; development or operation for oil or gas of lands other than those of
the United Stétes, comiitted to this agreement, which, by its terms might
expire prior to the termination of this agfeement, is hereby extended beyond
any such term so provided therein so that it shall be continued in full force

and efféct for and during the term of this agreement.
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(¢) Any Federal leass for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which i1s made subject to this agreement
shall continue in force beyond the term provided therein until the termination
hereof, aAny other Federal lease committed hersto shall continue in force beyond
the term so provided therein or by law as to the committed land so long as such
land remains committed hereto, provided unitized substances are discovered in
paying cuantities within the wnit area prior to the expiration date of the
primary term of such lease,

(f) Each sublease or contract relating to the operation and development
of unitized substances from lands of the United States committed to this
agreement, which by its terms would expire prior to the time at which the
underlying lease, as extended by the immediately preceding paragraph, will
expire, is hereby extended beyond any such term so provided therein so that
it shall be continued in full force énd effect for and during the term of the
underlying lease as such term is herein extended,

(g) Any lease having only a portion of its lands committed hereto
shall be segregated as to the portion committed and the portion not committed,
and the terms of such lease shall apply‘suparately tc such segregated portions
commencing as of the effective date hereof, In the event any such lease provides
for a lump-sum rental payment, such payment shall be prorated between the portions
80 segregated in proportion to the acreage of the respective tracts,

(h) Parties hereto, each as to its interest in the unit area, hereby
grant to Unit Operator necessary surface rights to cover use of any portion of
the surface of the unit area reasonably necessary for operations hereunder.

19, Covenants run with land,

The covenants herein shall be construed to be covenants running with
the land with respect to the interest of the parties hereto and their successors
in interest until this agreement terminates; and any grant; transfer; or con-
veyance; of interest in land or leases subject hereto shall be and hereby is
conditioned upon the assumption of all privileges ana obligations hereunder
by the grantee, transferee; or other successor in interest., No assignmerit or
transfer of any working interest, royalty or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month

after Unit Operator is furnished with the original, photostatic, or certified
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copy of the instrument of transfer,

20, Effective date and term.

This agreement shall become effective upon approval by the Secretary or
his duly authorized representative and shall terminate on October 1, 1957, unless
(a) such date of expiration is extended by the Director and Commissioner, or
(b) it is reasonably determined prior to the expiration of the fixed term or any
extension thereof that the unitized land is incapable of production of unitized
substances in paying cquantities in the formations tested hereunder and after
notice of intention to terminaste the agreement on such ground is given by the
Unit Operator to all parties in interest at their last known addresses; the
agreement is terminated with the approval of the Director and Commissioner, or
(¢) a valuable discovery of unitized substances has been made on unitized land during
said initial term or any extension thereof, in which event the agreement shall remain
in effect for such term and so long as unitized substances can be produced in pay-
ing cquantities, i.e., in this particular instance in cuantities sufficient to pay
for the cost of producing same from wells on unitized land within any participating
area established hereunder and, should precduction cease, so long thereafter as
diligent operations are in progress for the restoration of production or discovery
of new production and so long theresafter as the unitized substances so discovered
can be produced as aforesaid, or (d) it is terminated as heretofore provided in
this agreement.

This agreement may be terminated alt any time not less than 75 per centum,
on an acreage basis, of the owners of working interests signatory hereto, with
the approval of the Director and Commissioner; notice of any such approval to be
given by the Unit Operator fo all parties hereto,

2l. Rate of prespecting, development, and production.

A1l production and the disposal thereof shall be in conformity with
allocations, allotments and auotas made or fixed by any duly authorized person
or regulatery body under any Federal or State statute. The Director is hereby
vested with authority to alter or modify from time to time, in his discretion,
the rate of prospecting and development and within the limits made or fixed
by the Commission to alter or modify the quantity and rate of production
under this agreement, such authority being hereby limited to alteration or

modification in the public interest, the purpose thereof and the public interest

to be served thereby to be

m

tated in the corder of alteration or modification;
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provided, further, that no such alteration or modification shall be effective
as to any land of the State of New Mexico as to the rate of prespecting and
development in the absence of the spesific written approval thereof by the
Commissioner and as to any lands of the State of New Mexico or privately-
owned lands subject to this agreement as to the quantity and rate of production
in the absence of specific written approval thereof by the Commission,.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operator and opportunity for hearing to be held not less
than 15 days from notice,

22, Automatic Elimination.

Notwithstanding any other provisione of this agreement,sny lease, no
portion of which is included within a participating area within 7 years after
the first sale of unitized substances from any lands subject to this agreement,
shall be automatically eliminated from this agreement and said lease, and the
lands covered thereby shall no longer be a part of the unit area and shall no
longer be subject to this agreement, unless at the expiration of said 7 year
period drilling operations are in progress on such lease, in which event the
lands covered by such lease shall remain subject hereto and within said unit
area for so long as such drilling operations are continued diligently and,
so long thereafter as such lands or any portion thereof may be included in a
participating area hereunder., Inasmuch as any elimination under this section
is automatic, the Unit Operator shall, within 90 days after any such elimination
.hereunder, describe the area so eliminated, and promptly notify all parties in
interest,

22s Conflict of Supervision

Neither the Unit Operstor not the working interest owners nor any of
them shall be subject to any forfeiture, termination or expiration of any
rights hereunder or under any leases or contracts subject hereto, or to any
penalty or liability on account of delay or failure in whole or in part to
somply with any applicable provision thereof to the extent that the said Unit
Operator, working interest owners or any of them are hindered, delayed or

prevented from complying therewith by reason of failure of the Unit Operator

- 22 -

UA



to obtein, in the exercise =f due diligence, the concurrence of proper representatives

of the United Sitctes © the State of New Mexico in and

about any matters or thing concemning which it 1s rsquired herein that such con-~

currence be obtained., The rarties hercto, including the Commission, agree that

all powers and authority voested in the Comnission in and by any provisions of this

contract are vested in the Comission and shall be exercised by it pursuant to the

provisions c¢f the laws of toe 3State ¢f New Mexiceo and subject in any case to appeal
or judicial review as may now or hereafter be provided by the laws of the State of

New Mexdico,

2L, Appearances,

Unit Operator shall, after notise to other parties affected, have the right
to appear for or on behalf of any and 211 intercst affected hereby before the
Department of the Intérior and the Commdission and to apreal from orders issued
under the regulations of gaid Department and/or Commission or to apply for relief
from any of said regulations or in any proceedings relative to operations before
the Department of the Intsrior, the Commission, or any other legally constituted
authority; provided, however, that any other interested party shall also have the

ceeding.
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right at his own expense to be haay

25, Notices,

All notices, demands or shtatements required hereunder to be given or
rendered to the parties herchto shall be deemed fully given if given in writing
and personally delivered t¢ the party or sent by postpaid registered mail,
addressed to such party or narties at their respective addresses set forth in
connection with the signatures hsreto or to the ratification or consent hereof
or to such other address as any such party may have furnished in writing to

party sending the notice, demand or statement,

26, No waiver of certein rights,

Nothing in this agreement contained shall be construed as a waiver by any
party hereto of the right to assert any legal or constitutional right or deflense
as to the validity or invalidity of any law of the State wherein said unitized
lands are located, or cf the United States, or repulations issued thereunder in
any way affecting such party, cr «s a wailver by any such party of any right

beyond his or its authority to walve,



27, Unavoidable delay,

All obligations under this agreement requiring the Unit Operator to commence
or continue drilling or to 6perate on or produce unitized substances from any of
the lands covered by this agreement shall be suspended while; but only so long as;
the Unit Operator despite the exercise of due care and diligence is prevented
from complying with such obligations, in whole or in part; by strikes; acts of
God, Federal,'State3 or municipal law or agencies, una%oidabie accidents, uncon~
trollable delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not.

28, Fair employment,

The Unit Operator shall not discriminate against any employee or applicant
for employment because of race, creed, color or national brigih; and an identical
provision shall be incorporated in all subcontracts.

29. Loss of titleg

In the event title to any tract of uﬁitized land shall fail and the true
owner cannot be induced to join in this unit agreement, such tract shall be
automatically regarded as not committed hereto and there shall be such feadjust—
ment of futurc costs and benefits as may be required on account of the loss of
such title, In the event of a dispute as to title as to any royalty, working
interest; or other interests subject thereio, payment or delivefy on account
thereof may be withheld without liability for interest until the dispﬁte is
finally settled; provided; thét; as to 'Federal land and State land or leases;
no payments of funds due the United States or the State of New Mexico should be
withheld, but such funds of the United States shall be depogited as directed by
the Supervisor; and such funds of the State shall be d;posited as directed by
the Commissioner; to be held as unearned money pending final settlement of the
title dispute, and then applied s earned or returned in accordance with such final
settlementf

UhiﬁrOperator as such is relieved from any responsibility for any defect
or failure of any title hereunder,

30, Non-Joinder and subsequent joinder.

If the owner of any substantial interest in a tract'within the unit area

fails or refuses to subscribe or consent to this agreement, the owner of the
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working interest iﬁ that tract may withdraw said tract from this agreement by
written notice to the Director, the Commissioner and the»Unit Operator prior

to the approval of ﬁhis agreement by the Director. Any such tract not so
withdrawn shall be considered as unitizgd, and any neceséary adjustments of
royalty occasioned by fgilure of the royalty and record owner to join will be

for the account of the corresponding working interest owner. Any oil or gas
interests in lands within the unit area not committed hereto prior to submission
of this agreement for final appfoval may thereafter be committed hereto by the
owner or owners thereof subscribing or consenting to this agreement, and;

if the interest is a working interest; by the owner of such interest also sub-
scribing to the unit operating agreement. After operations are commenced here~
under; the right of sﬁbsequent joinder, as provided in this section, by a

wopking interest owner is subjebf to such requirements or.approvals, if any,
pertaining to such joinder, as may Se pfovided for in the unit operating agreement.
After final approval hereof joinder by a non-working interest owner must be
consented to in writing by the working interest owner committed hereto and
responsible for the myment of any benefits that may accrue hereunder in behalf

of such non-working interest. Prior to final appfoval heéreof, joinder by dny
ownér of a non-working interest must be aéccmpanied by appropriate joinder by
the owner of the corresponding working interest in order for the interest to be
regarded as effectively cammitted hereto., Except as may otherwise herein be
provided subsequent joinders to this agreement shall be effective as of the first
day of the month following the filing with the Supervisor and Commissioner of duly
exacuted counterparts of all or any papérs necessary to establish effective
comnitment of any tract to this agreement unless objection to such joinder is
duly made within 60 days by the Director or Commissioner.

31, Counterparts,

This égreement ﬁay be executed in any nunber of coﬁnterparts no one of which
needs to be executed by all parties or may be ratified ;r consented to by separate
instrument in writing specifically referring hereto and shall be binding upon all
those parties who have executed such a counterpart; ratification, or consent hereto
with the same forée apd effect as if all such pgrties had signed the same docu@ent
and regardless of whether or not it is executed by all other parties owning or

claiming an interest in the lands within the above-desoribed unit area.
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32. Surrender,

Rothing in this agreement shall prohibit the exercise by any working
interest owner of the right to surrender vested in such party in any lease,
sub-~lease, or operating agreement as to all or any part of the lands covered
thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound
by the terms of this agreement.

If as a result of any such surrender, the working interest rights as
to such lands become vested in any party other than the fee owner of the
unitized substances, said party shall forfeit such rights and no further benefits
from operations hereunder as to said land shall accrue to such party, unless
within ninety (90) days thereafter said party shall execute this agreement and
the unit operating agreement as to the working interest acquired through such
surrender, effective as though such land had remained continuously subject to
this agreement and the unit operating agreement. And in the event such agreements
are not so executed, the party next in the chain of title shall be and become the
owner of such working interest at the end of such ninety (90) day period,
with the same force and effect as though such working interest had been surrendered
to such party.

If as the result of any such surrender or forfeiture the working interest
rights as to such lands become vested in the fee owner of the unitized substances,
such owner mays:

(1) Execute this agreement and the unit operating agreement as a working
interest owner, effective as though such land had remained continuously subject
to this agreement and the unlt operating agreement,

(2) Again lease such lands but only under the condition that the holder
of such lease shall within thirty (30) days after such lands are so leased
execute this agreement and the unit operating agreement, effective as though
such land had remained continuously subject to this agreement and the unit
operating agreement,

(3) Operate or provide for the operation of such land independently of
this agreement as to any part thereof or any oil cr gas deposits therein not

then included within a parti«ipating area.
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If the fee owner of the Unitized substances does not execute this
agreement and the unit operating agreement as a working interest owner or
again lease such lands as above provided; within six (6) months after any such
surrender or forfeiture, such fee owner shall be deemed to have waived the right
to execute the unit operating agreemenf or lease such lénds, and to have agreed,
in consideration for the compensation hereinafter provided, that operations
hereunder shall not be affected by such surrender.

For any period the working interest in any lands are not expressly committed
to the unit opefating>agreement as the result of any such surrender or forfeiture,
the benefits and obligations of operations accruing to such lands under this
agreement and the unit operating agreement shall be shared by the remaining owners
of unitized working interests in accordance with their respective participating
working interest ownerships, and such owners of working interests shall cémpensate
the fee owner of unitized substances in such lands by paying sums eqﬁal to the
rentals, minimum foyalties; applicable %o such lands under the lease in effect
when the lands were unitiszed, as to such participating area or areas,

Upon commitment of a working interest to this agreement and the unit
operating agreement as provided in this section, an appropriate accounting and
settlement shall be made, to reflect the retroactive effect of the commitment;
for all benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered working interest during the period between the date
of surrender and the date of recommitment, and payment of any honeys found to be
owing by such an accounting shall be made as between the parties then signatory
to the unit operating agreemenp and this agreement within thirty (30) déys after
the recommitment, The right to become a party to this agreement and the unit
operating agreement as a working interest ownér by reason of a surrender or
forfeiture as provided in this section shall not be defeated By the non-existence
of a unit operating agreement and in the event no unit operating agreement is in
existence and a mutually acceptable agreement between the proper parties thereto
cannot  be consummated; the Supervisor and Cpmmissioner may prescribe such reasonable
and équitable agreement as they deem warranted under the circumstances,

Nothiﬁg in this section shall be deemed to limit the right of joinder or
suEsequent "joinder to this agreement as proVided elsewhere in this agreement.,

The exercise of any right vested in a working interest owner to reassign such

working interest to the party from whom obtained ,hall be subject to the same
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conditions as set forth in this

surrender,

Attest:AH
/‘gg L{fi/Z/'A/(»{/{,

Assistant Secretary

Phillips Building
Bartlesville, Cklahoma

-~

i

;l ;
Attst: f
et |

Assistant Secratary

Fair Building
Fort Worth, Texas

Attest:

Assistant Secretary

Bassett Tower
El Paso, Texas

Attest:

Assistant Secretary

321 West Douglas
Wichita, Kansas

o 4
At j

Assiétant Secretary

Skelly Building
Tulsa 2, Oklahoma

1st National Banﬁ\ﬁiag:%-mM____:)
Tulsa, Oklahoma

section in regard to the exercise of a right to

PHILLIPS PETROLEUM COMPANYM/

i
/]

/@A

("V3Ze President

A5

UNIT OPERATOR AND WORKING INTEREST OWNER

WORKING INTEREST OWNERS

STANOLIND OIL A.yf;txs COMPANY

By

. /““;:;/w “Fs

PRSP
d

Twe

Vice President

EL PASO NATURAL GAS COMPANY

Vice President

WOOD RIVER OIL & REFINING CO., INC.

By

Vice President

SKELLY OIL COMPANY

e
/ 7

Vi esiden
'; ——

SUNRAY OIL CORPORATION

BYW//

\ By f%@' YLty

L

Vice President
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Attest:
A )L S
Assistant Seéfeta

Republic Bank Building
Dallas, Texas

Attest:

Assistant Secretary

P. 0. Box 1720
Fort Worth, Texas

Date

Address:

Date

Address:

Date

Address:

Date

Address:

Date

Address:

Date

Address:

UA 32-8

GENERAL AMERTCAN OIL COMPANY OF TEXAS

By Cﬁzé;ﬁy’ikﬁxAV’ ng3fiybfk94”’\\~,)

Vice President

THE TEXAS COMPANY
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STATE OF _M)
_ ) 33
couvTy opuud‘,?@

On this ﬁ day of s 19,4572, 4 before me personally appeared

/O @a ,!Z‘ul) , to me rersonally known, who, being by

me duly sworn did say that he is the ({L ¢ President of_%_@ﬂ“‘w

, and that the seal affixed to the foregoing instrument is
f said corporation and that said instrument was signed and
sealed in behal @f rporation by authority of its Board of Directors, and
said & acknowledged said instrument to be the

free act and deed of said corporation.

IN WITNESS WHEREQOF. I have hereunto set my hand and affixed my official seal

on this the day and year first above written.

Notary Public -

My Commission Expires 1,95

STATE OF QMM
COUNTY OF Qg,«AQ«_/V
On th:Ls __U—f_day ommn Q&g_ 193 2, before me personally appeared

\)4 . O - \%M@m/ , to me personally known, who, being by

me duly sworn did say that he is the\)/bu President of /vvvuocu/% @A/Q

) S5

/DQJW , and that the seal affixed to the foreg01ng instrument is
the/ cOrporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
sai. Lq\(-O LSSt o R on - acknowledged said instrument to be the
free act and deed of said corporation.

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

Notary Public

My Commission Expires 1-30- S L{’

STATE OF _Q_LQQ;LA.&:*A:)
COUNTY OF 7

On this (g@ day ofw, 19 Y2~ before me personally appeared

A. L. CASHiAR

, to me personally known, who, being by

r

me duly sworn did say that he is the( é" g President of

O AIMN— . and that the seal affixed to the foregoing instrument
is the corp ate seal of\}ald corporation and that said instrument was signed and
sealed in behalf of said “corporation by authority of its Board of Directors, and
said A, L, GASHMAN acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal

on this the day and year first above written. ?

My Commission Expires :?),.,K § /1955 Notary Public
, LA 4




STATE OF J EXHS )
) S8
COUNTY. OF Da //4,5 )

On this / J _day of M} 193 3 , before me personally appeared

GORDON SIMPSON , to me personally known, who, being by

me duly sworn did say that he is the;/ﬂ £ President ofé’f/? 6/’4/%”7 ersean O/

@omeam/ 01[ 7’)(0.5 and that the seal affixed to the foregoing instrument is
the Borpbra¥e seal of said corporation and that said instrument was signed and
sealed in beha.'l.f of said corporatlon by authority of its Board of Directors, and
said : (OON ST 9% N acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed my official seal
on this the day and year first above written.

s

Notary Public
My Commission Expires
My Commission Expires J“Del 1953

Tr,. x

STATEOF 7 EXAS
COUNTY OF £/ /ZDrso

: 75
On this / 7 ~day of /}/9‘/6”‘ é"‘," 19 3 > | before me personally appeared

S5

C L Peri/ins , Yo me personally known, who, being by

me duly sworn did say that he is the Vi ce President ofﬂ /gJaM/m’d/{ﬂJ 4’¢£4'7

, and that the seal affixed to the foregoing instrument is
the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of, said corporatlon by authority of its Board of Directors, and
said G L Merrixling acknowledged said instrument to be the
free act and deed of said corporation.

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

W / éééf/z/
/o Notary Publlc

My Commission Expires LCUISE M. CRESS

Notary Public, in and for EI Paso County, Texas
My commission expires June 1, 1953
STATE OF (W..«, )
| - )
COUNTY OF .:',LJ«:& )
On this 27‘&' day of M\, s, 19 , before me personally appeared
l é EO-M.A—L. , to me personally known, who, being by

STARCLIND Cil AMD CAS COMIPANY

me duly sworn did say that he is the Vice president of

, and that the seal affixed to the foregoing instrument
is the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said %’\ <. fw acknowledged said instrument to be the

free act &nd deed of said corporation.

IN WITNESS WHERECF, I have hereunto set my hand and affixed my official seal

on this the day and year first above written.
MMM 71«' < %:_

My Commission Expires Notary Public

My Commission Expires October 4, 1955



STATE OF )

) Ss
QOUNTY OF )
rOn this day of , 19 , before me personally appeared
, to me rersonally known, who, being by
me duly sworn did say that he is the ____ President of

, and that the seal affixed to the foregoing instrument is
the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said L ; acknowledged said instrument to be the
free act and deed of said corporation.

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

Notary Public

My Commission Expires

STATE OF
‘ ) SS
COUNTY OF )
On this day of , 19 , before me personally appeared
» Yo me personally known, who, being by
me duly sworn did say that he is the President of

» and that the seal affixed to the foregoing instrument is
the corporate seal of said corporation and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said . acknowledged said instrument to be the
free act and deed of said corporation.

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

Notagy Publie

s J e i~ Warmnt e o
My Commis ion Burires

s TR TN ASP ISR R S

STATE OF TEXAS |
COUNTY OF TARRANT |

day of Decemver, 1952, before me personally

appeargg.g?;‘,llgén;azq, to uoipezﬁonatéyrﬁzgwga w?gétbgén%hgy
that he 13 e Atto -in-

?:xgﬁl5e;::§§.d§gd°§§ae the seal affixed to the foregolng igatru-
ment 13 the corporate seal of said co oration agg tgtto;:tion
instrument was signed and sealed in 1f of ;: eorp ratio
by authority of its Board of Directors, and sa i dof eald
acknowledzed said instrument to be the free act an

corporation.
' B35 WHal: & ‘ d and
WITN©®33 WHoikOF, I have hereunto set my han

affixeﬁnm; ofiizial seal'on this the day and year first above

E'ritt@ ) .

iy Cc L . N4vary 13
§3n2°fmi§3§§n Lxplres Tarrant County, Texas {
]



STATE OF )

COUNTY OF )

On this day of , 19 , before me personally appeared

to me known to be the person described in and who executed the foregoing instrument,
and acknowledged that executed the same as free act and deed,

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

Notary Public
My commission expiress
STATE OF )
) Ss.
COUNTY OF )
On this day of , 19 , before me personally appeared

3

to me known to be the person described in and who executed the foregoing instrument,
and acknowledged that executed the same as free act and deed,

IN WITNESS WHEHEOF, I have hereunto set my hand and affixed my official seal the day
and year in this certificate above written,

Notary Public

My commission expires:

STATE OF

SSO

COUNTY OF

On this day of , 19 , before me personally appeared

to me known to be the person described in and who executed the foregoing instrument,
and acknowledged that executed the same as - free act and deed.

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

Notary Public

My commission expires:




GENERAL AMERICAN OIL COMPANY OF TEXAS

Attest:

Assistant Secretary Vice President

Republic Bank Building
Dallas, Texas

THE TEXAS COMPANY
Attest:
By

Assistant Secretary Vice President

P. 0. Box 1720
Fort Worth, Texas

Date

Address:

Date

Address:

Date

Address:

Date

Address:

Date

Address:

Date

Address:
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CERTIFICATE OF APPROVAL BY COMMISSIONER OF PUBLIC IANDS,
STATE OF NEW MEXICO, OF UNIT AGREEMENT FOR DEVELOPMENT
AND OPERATION OF SAN JUAN 32-8 UNIT AREA, SAN JUAN

COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands in the State of New Mexico, for examination, the attached
Agreement for the Development and Operation of the San Juan 32-8 Unit Area,
San Juan County, New Mexico, in which Phillips Petroleum Company is desi-
nated as Unit Operator and which has been executed by various parties owning
and holding oil and gas leases embracing lands within the Unit Area, and upon
examination of said agreement the Commissioner finds:

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

(b) That under the.operations proposed the State will receive its
fair share of the recoverable oil or gas in place under its
lands in the area affected;

(¢) That the agreement is, in other respects, for the best interests
of the Statej

(d) That the agreement provides for the unit operation of the area,
for the allocation of production and the sharing of proceeds from
a part of the area covered by the agreement on an acreage basis
as specified in the agreement.

NOW, THEREFORE, by virtue of the authority conferred upon me by
Chapter 88 of the Laws of the State of New Mexico, 1943, as amended by
Chapter 162 of the Laws of the State of New Mexico, 1951, I, the undersigned
Commissioner of Public lands for the State of New Mexico, for the purpose of
more properly conserving the oil and gas resources of the State, do hereby
consent to and approve the said agreement and do hereby amend all leases em-
bracing lands of the State of New Mexico committed to said unit agreement,
to conform and extend said leases as provided in said agreement so that the
provisions of each such lease; so far as they apply to lands within such
area, will conform to the provisions of such agreement and so that the length
of the secondary term as to lands within such area will be extehded to coin-
cide with the terms of such agreement. This approval is subject to all of
the provisions of the aforesaid Chapter 88 of the Laws of the State of New
Mexico, 1943, as amended by Chapter 162 of the laws of the State of New
Mexico, 1951, '

IN WITNESS WHEREQOF, this Certificate of Approval is executed, with
seal affixed, this /lLtA day of ¢j5b¢&nﬂ~4bp@/ , 1952,

Commis Publi
of tié State of New Mexico

Seal



AMENDMENT AND SUPPLEMENT TO
SAN JUAN 32-8 UNIT OPERATING AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 1st day of January, 1960, by
and between the parties subscribing, ratifying or consenting hereto, and herein

referred to as ''parties hereto",

WITNESSETH:

WHEREAS, the parties heretb are the owners of working interests in
the Unit Area subject to the Unit Agreement for the Development and Operation
of the San Juan 32-8 Unit Area, San Juan County, New Mexico, designated Contract
Number 14-08-001-446, and subject to the Unit Operating Agreement for the San
Juan 32-8 Unit Area (said Unit Operating Agreement hereinafter referred to as
"Unit Operating Agreement'), reference to which is here made for all purposes;
and

WHEREAS, the parties hereto desire to provide for the drilling and
operation of wells to be completed in dual formations and for the sharing and
allocation of costs and risks incident thereto.

NOw, THEREFORE, in consideration of the premises and the promises
herein contained, and other good and véluable consideration, the full receipt
and sufficiency of which are hereby acknowledged, the parties hereto have agreed
and do agree as follows:

ARTICIE I

Unit Agreement Confirmed

The Unit Agreement and all Exhibits attached thereto, are hereby
confirmed and made a part of this agreement; and in the event of any conflict
between the provisions of the Unit Agreeﬁent and the provisions of the Unit
Operating Agreement, as amended and supplemented hereby, the provisions of
the Unit Agreement shall prevail.

ARTICLE II

Unit Operating Agreement Amended

In order to prevent conflict between the provisions of this Amendment
and Supplement and the provisions of the Unit Operating Agreement, the following
quoted sentence in Section 9 of the Unit Operating Agreement is hereby deleted:

"In the event any one well is completed as a paying producer
in more than one formation, the Working Interest Owners of
the respective participating areas established for such for-
mations shall arrange for appropriate allocation of invest-~
ment and operating costs of such well by separate agreement."



ARTICLE III

Supplement to Unit Operating Agreement

The provisions which follow in this Article III are supplemental to

the Unit Operating Agreement and are hereby adopted as part of said Agfeement.

1.

Definitions

""Shallow Owners' -~ the working interest owners either in
the Unit Area, Participating Area,
drilling block or in less than the
Unit Area, whichever is applicable,
owning the working interest in and to
the shallower formation of a well to
be drilled or which is completed in
two formations.

"Deep Owners' - the working interest owners either in
the Unit Area, Participating Area,
drilling block or in less than the
Unit Area, whichever is applicable,
owning the working interest in and to
the deeper formation of a well to be
drilled or which is completed in two
formations.

Formula for Allocation of Costs for Drilling and Completing Dual Wells.

Whenever in this Agreement it is provided that costs will be borne by
Shallow Owners and Deep Owners in accordance with Section 2, Article
111, the following procedures will be used:

At the same time Shallow and Deep Owners separately agree
to the drilling of a well to be projected to dual forma-
tions, both such categories of Owners shall approve an
estimate prepared by Unit Operator of the total costs of
drilling and completing said well to the wellhead in both
formations. Such approval shall be obtained in accordance
with Section 7 of the Unit Operating Agreement. The esti-
mated total costs shall be divided into the following
categories:

a) Costs to be incurred above the base of the shallower
of the two formations, except those set forth in Sub-
section (c) hereof.

b) Costs to be incurred below the base of the shallower
of the two formations.

c) Costs attributable to testing and completing in the
shallower formation.

Upon completion of the well, the actual costs of drilling,
completing, testing and equipping such well will be appor-
tioned among the three categories set forth hereinabove,
and these actual costs will be paid by the obligated par-
ties as follows:

a) Costs incurred above the base of the shallower forma-
tion except those set forth in Subsection (c¢) hereof
will be shared equally by and between Shallow Owners
and Deep Owners.

b) The costs incurred below the base of the shallower
formation shall be paid by Deep Owners.

-2 -



c) Costs attributable to testing and completing in the
shallower formation shall be paid by Shallow Owners.

Drilling and Completing Dual Wells. Costs of drilling, testing,

treating, equipping and completing wells to the wellhead which
are begun with the objective of dual completion and which are
completed as dual wells shall be borne by Shallow Owners and

by Deep Owners in accordance with the provisions of Section 2,
Article III. Until admission into a participating area the
material and equipment thereon shall be owned by the party or
parties paying the cost thereof pursuant to Section 2, Article
I11. Shallow Owners and Deep Owners shall respectively own,
subject to allocation to an appropriate participating area, all
unitized substances produced from their respective formations.
Upon abandonment of the well if dry in both formations, costs of
plugging and abandoning shall be shared equally by and between
Shallow Owners and Deep Owners. Upon the completed well being
admitted into a participating area or areas, the ownership of
equipment and materials shall pass to the owners of the partici-
pating area or areas in accordénce with the terms of Section 3
of the Unit Operating Agreement.

Completion of Well in Shallower Formation but Abandoned as to

Deeper Formation., In the event that a well begun with the objec-

tive of dual completion is drilled to the deeper formation and
results in discovery of unitized substances in paying quantities
in the shallower formation but is dry in the deeper formation, all
costs of drilling, testing and treating shall be borne by the
Shallow Owners and Deep Owners in accordance with Section 2,
Article III. All costs of equipping the well shall be borne by
Shallow Owners. Further, Shallow Owners shall pay to Deep Owners
the salvablé value of the material and equipment or share thereof
paid for or furnished by Deep Owners. Thereafter Shallow Owners
shall own all material and equipment acguired in the drilling and
completing of said well. Shallow Owners shall own all unitized
substances produced from the shallow formation and shall bear all

costs of plugging and abandonment of the well.



Completion of Well in Deeper Formation but Abandoned as to

Shallower Formation. 1In the event that a well begun with the

objective of dual completion results in discovery of unitized
substances in paying quantities in the deeper formation, but
dry in the shallower formation, all costs of drilling, testing
and treating shall be borne by the Shallow Owners and the Deep
Owners in accordance with the provisions of Section 2, Article
II1. All costs of equipping the well shall be borne by Deep
Owners. Further, Deep Owners shall pay to Shallow Owners the
salvable value of the material and equipment or share thereof
paid for or furnished by Shallow Owners. Thereafter, Deep
Owners shall own all material and equipment acquired in the
drilling and completion of such well. Deep Owners shall own
all unitized substances produced from the dgeper formation, and
shall bear all costs of plugging and abandoning the well.

Abandonment as to one Formation after Completion of Well in Both

Formations. In the event that, after completion of a dual well,
the working interest owners of one formation should decide to
abandon the well as to their formation, the working interest
owners of the remaining producing formation shall pay to the
working interest owners of the formation to be abandoned, the
salvage value of equipment belonging to the owners of the forma-
tion to be abandoned. The owners of the formation to be abandoned
shall pay for the abandonment of that formation. After payment

of the amount provided for above, the working interest owners of
the formation from which the well continues to produce shall own
all of such equipment. The working interest owners of the pro-
ducing formation, after abandonment as to the other formation, shall
also bear all costs of plugging and abandoning upon later abandon-
ment of the well as to their formation.

Deepening a Shallow Well or Converting a Deeper Well for Dual

Completion. Before any well which is completed in a single for-
mation may be deepened or perforated at a shallower depth for
purposes of completion as a dual well, the working interest owners

of both formations must approve the operation under the general



provisions of the Unit Operating Agreement. The payment to the
owners of the single existing completion by the owners desiring
to dual the well shall be a fair value representative of the well.
If the operation should result in an impairment of production
from, of a loss of, the existing well, the provisions of Section
10, Article 111 shall govern unless otherwise provided for in

the approval.

Allocation of General Operating and Maintenance Costs in Dual Wells,

After completiocn of a dual well, the costs of producing operations
shall be borne by the working interest owners of the two formations
as follows:

a) The completion in each separate formation shall be
treated as a separate well for overhead and district
and camp expense. Such expense shall be borne by the
working interest owners of the respective formations
as a separate cost allocable to their interest;

b) Each formation shall bear all costs of normal produc-
ing operations, including costs of labor, repairs,
maintenance and replacement of equipment attributable
to such formation. All costs of operations performed
for the joint benefit of both formations shall be
borne on a per well basis by the Shallew Owners to
the extent of 50% of the total cost, and by the Deep
Owners to the extent of 50% of total cost.

Allocation of Cost of Workover Operations for both Formations.

After completion of a dual well, the costs of any workover or
other operations on such well invelving both formations shall
be borne by the working interest owners of such formations as
follows:

a) The costs of any operation which is directly related to
one formation, inciuding but not iimited to coperations
such as treatments and perforations, shall be borne by
the working interest owners of the formation for which
the coperation is performed.

b) All costs of material, equipment, repairs, replacements
and labor not directly related tc one formation, includ-
ing but not limited to repair and correction of leaks
which may result in communication between the two forma-
tions within the well bore shall be borne by the Shallow
Owners to the extent of 50% of the total cost and by Deep
Owners to the extent of 50% of the total cost.

¢) Any material and equipment acquired by any such expendi-
tures provided for in Subparagraph (a) and (b) above shall
be owned by the Shallow Owners and the Deep Owners so as to
be consistent with the ownership of the material and equip-
ment as set forth in Section 3, Article III.

d) The working interest owners of each formation shall not be
responsible for nor be charged with any loss of production
from any other formations during any such coperation.



10.

Workover Operations of One Formation. After completion of a dual

well, any subsequent workover, deepening, plugging back, or other

operations or repair as to one formation only of such well, which

requires a separation of the formations for the repair or other

work on any portion of the well, shall be governed by the provi-

sions which follow:

a)

b)

c)

d)

The proposed plan of operation must be approved in accord-
ance with the voting procedure prescribed by Section 7 of
the Unit Operating Agreement prior to commencement of
operations by the working interest owners of the formation
not to be worked upon, if there be no participating area;
or the working interest owners of the participating area
for the formation not to be worked upon, if such well be
within a participating area for that formation; or by the
working interest owners of such well, if it be excluded
from the participating area; whichever is applicable.

The costs and expenses of any such operations will be
borne by the working interest owners of the formation

to be worked upon, or the working interest owners of the
participating area for the formation to be worked upon
or by the working interest owners of such well in the
formation to be worked upon, whichever is applicable.

The working interest owners bearing the cost of the oper-
ation shall not be liable to the working interest owners
of the formation not being worked upon for cessation of
production during such operations for a period of time
not exceeding a total of ninety (90) days. In the event
such cessation of production during operations is for a
longer period of time, the working interest owners of the
formation being worked upon, hereinafter referred to as
Remedial Owners, shall pay to the working interest owners
of the formation not being worked upon, hereinafter re-
ferred to as Damaged Owners, damages in such amount as
shall be determined by Remedial Owners and Damaged QOwners
jointly in accordance with the voting procedure prescribed
by Section 7 of the Unit Operating Agreement for loss of
production occurring after a ninety (90) day period.

If such operations disturb or remove the means of separation

of the two formations in the well bore or otherwise require

a cessation of production from the other formation not being

reworked, the operator shall, before and after the operation,
conduct a test of the well as to such other formation for the
purpose of determining whether or not the producing capacity

as to said formation has been impaired, by employing the pro-
cedure set forth as follows:

(1) For an oil well producing capacity will be measured
by actual production obtained for thirty (30) pro-
ducing days immediately preceding the workover and
compared with the actual production for thirty (30)
producing days immediately following the workover
operations. If either the conditions or equipment
have in any way been changed during the period of
comparison, then the production figures obtained
shall be corrected by calculation to account for any
such change or changes.

(2) With respect to gas wells connected to a gas gather-
ing system, the producing capacity shall be determined
by the actual production before and after the workover



and shall be the thirty (30) days in which there
was actual production into the line immediately be-
fore or after the workover as applicable with the
well producing under similar pressure differential
and other conditions., If the producing conditions
or equipment size are different or the well is not
connected to a gathering system, an appropriate
applicable method will be utilized to determine the
effect on deliverabilities which the workover has
caused.

(3) 1If the producing capacity of the well as to such
other formation has been reduced in excess of twenty
per cent (20%), damages will be deemed to have oc-~
curred. If damage has occurred, the rights and
liabilities between Remedial Owners and Damaged
Owners shall be adjusted in accordance with the
provisions set out below:

Remedial Owners may at their sole cost, risk and
expense attempt to restore the well to 80% of its
former capacity or may pay to Damaged Owners the

cost of a replacement well completed in the damaged
formation. If the attempt is unsuccessful, or if no
attempt is made, and if the cost of a replacement

well is not so paid, Remedial Owners shall pay damages
to Damaged Owners in an amount determined by the fol-
lowing formula:

Damage Payment = Cost of Replacement Well
x (1 - A )
0.80B .

A = The capacity of the well from the damaged for-~
mation after the workover or other operation
or after completion of any further work to re~
store the well as to the damaged formation
which the Remedial Owners elect to perform.

B = The capacity of the well from the damaged for-
mation before the workover or other operation
which impaired the producing capacity of such
well,

In no event, however, shall the amount of damages,
computed in the manner hereinabove provided, exceed
the value of the remaining recoverable reserves (less -
cost of recovery) of the formation as to which the
well was damaged which could have been recovered from
such well if it had not been damaged. If more than
one capacity test is made after completion of the
workover or other operation or work performed at the
election of Remedial Owners, the last capacity ob-
tained in such testing will be used in calculating

the reduction of capacity. The Remedial Owners will
pay such damages within fifteen (15) days following
the date the amount of damages is determined. Payment
of damages will not alter the ownership of formations
or equipment except if cost of a replacement well is
paid Remedial Owners shall own all material and equip-~
ment on or used in connection with the damaged well
and shall bear all costs of plugging and abandonment.
If an attempt to restore the well to 80% of its former
capacity is made and such attempt is successful,
Remedial Owners shall have no further liability,

It is understood, however, that liability for loss or damages
shall not accrue hereunder if: (1) in workover of the shallow
formation such loss or damage exists prior to actual commence~
ment of the operations to be performed in said formation, or,

w7-



in workover of the deep formation, loss or damage exists
prior to penetration of workover equipment below the base

of the shallow formation, and (2) the evidence is conclusive
that the loss or damage resulted solely from the previously
existing poor mechanical condition of the well,

11. Allocation of Overhead and District and Camp Expense in Dual Com-

pletion Qperations. As to any well which was begun with the ob-

Jjective of dual completion and as to any well on which work is
begun to deepen or to convert it into a dual completion, overhead
charges during drilling shall be billed as though the well were a
single well to be drilled to test the deepest formation, and for
purposes of allocating district and camp expense among wells, each
drilling well shall be treated as one well. Upon completion of such
a well, each formation in which the well is completed shall be
treated as a separate well for purpdses of charging overhead and
allocating field and camp expenses.

ARTICLE IV

Effective Date

When fully executed, as set férth in Article Vv, this Agreemént shall
be effective as to all parties hereto as of the first date hereinabove written,
and unless otherwise terminated, it shall bé effective as long as the Unit
Agreement is effective., This Agreement may be terminated in any manner by which
said Unit Agreement may be terminated.
ARTICLE V

Counterparts

This Amendment and Supplement may be executed in any number of counter-
parts, no one of which needs to be executed by all parties, or may be ratified
or consented to by separate instrument in writing specifically referring hereto
and shall be a binding agreement when all parties owning a working interest
committed to the San Juan 32-8 Unit have executed such a counterpart, ratifi-
cation or consent hereto, with the same force and effect as if all such parties

had signed the same document.

EL PASO NATURAL GAS COMPANY

> S

s Doy

By .
“Attorney in Fact égzég,
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1, 1960.
ATTEST:

#2317~ BSecretary
ATTEST ;

| Secretary

ATTEST:

Secretary
ATTEST:

Secretary
ATTEST:

7 A

ASSISTANT- Secretary

ATTEST :

Secretary

ATTEST :

Secretary

PHILLIPS PETROLEUM COMPANY

By T

(:,;E?" President

SKELLY OIL COMPANY

-

(" “——~ i President

ROCK ISLAND OIL & REFINING CO., INC,.

By

President

SUNRAY MID-CONTINENT OIL COMPANY

By

President

GENERAL AMERICAN OIL COMPANY OF TEXAS

By

VICE- President

PAN AMERICAN PETROLEUM CORPORATION

By

President
TEXACO, INC.
By

President
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ATTEST:
Secretary

STTEST:
Secretary

ATTEST:
Secretary

ATTEST:
Secretary

ATTEST:
Secretary

ATTEST:
-’/l. I
) 31
/ fg{?‘ Secretary

ATTEST: /

Secretary

State of New Mexico, effective January

PHILLIPS PETROLEUM COMPANY

By

President
SKELLY OIL COMPANY
By

President

ROCK ISLAND OIL & RIFINING CO., INC,

By

President

SUNRAY MID-CONTINZNT OIL COMPANY

By

President

GENERAL AMERICAN CIL COMPANY OF TEXAS

By

President

—

APPP VED

PAN AMERICAN PETROLEUM CORPORATION |

W a DY,

ATTORNEY-IN-FAUL

TEXACO, INC,

By

President
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ATTEST: PHILLIPS PETROLEUM COMPANY
By
Secretary President
ATTEST : SKELLY OIL COMPANY
By
Secretary President
ATTEST: ROCK ISLAND OIL & REFINING CO., INC.
By
Secretary President
ATTEST: SUNRAY MID-CONTINENT OIL COMPANY
By
Secretary President
ATTEST: GENERAL AMERICAN OIL COMPANY OF TEXAS
By
Secretary President
ATTEST : PAN AMERICAN PETROLEUM CORPORATION
By
Secretary President
Akt pAsTO
m’*o"fg )
form ..---
Resaaiiiix
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ATTEST:
Secretary
ATTEST:
Secretary
ATTEST:
Secretary
ATTEST:
Mises Brdwns
Assistant #retary
ATTEST:
Secretary
ATTEST:
Secretary
ATTEST:
Secretary

PHILLIPS PETROLEUM COMPANY

By

President
SKELLY OIL COMPANY
By

President

ROCK ISLAND OIL & REFINING CO., INC,

By

President

SUNRAY MID-CONTINENT OIL COMPANY //

/ pﬁfm | o

e President fﬂ%““

GENERAL AMERICAN OIL COMPANY OF TEXAS

President

PAN AMERICAN PETROLEUM CORPORATION

By

President
TEXACO, INC,
By

President
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STATE OF TEXAS X
X
COUNTY OF EL PASO X
(’7 The foregoing instrument was acknowledged before me this day of
» , 1960 , by SAM SMITH , Attorney in Fact
0f/EL PASO NATURAL GAS COMPANY, a Delaware corporation, on behalf of said corpora-
( _tion.
My Commission expires: e TN
,Ml - / '}JM
NATALIE TAYLOR Noté,Q Public 7
Waotsty e In and for aso County, Texas -
My Commlission Explres June 1, 1981

STATE OF @M‘_ I

. - |

COUNTY OF [oqujivvj7fio\ ¥
4’2%\ d

— The foregoing'instrument was acknowleég%gtbefore me this ay of
N Ut terv) 19¢( , by . - / , Ukce 7%«&2-
of PHILLIPS PETROIEUM COMPANY, a A/e¢fr.cut( corporation, on behalf of said

corporation.
My Commission expires: o .
L R P LT f,?.;.‘ L R
S T Notary Public 7
STATE OF (lsp © _ X

COUNTY OF .0\ { w. ~ |

, 196 7 , by A L OASHMAR , VICE-PRESIDENT

~ The foregoing ingtfumept was acknowledged before me thisé311af day of
&t ; I
of SKELLY OIL C9HPANY, a.C, & -corporation, on behalf of said corporation,.

g

My Commission expires: 7 , g
HAZEL M. smvoY Notary Public N4
Netary Prbthr-Torew-County Oktahowy L i/
My Gemiissien Expires January 21, 1961
STATE OF X
X
COUNTY OF ]
The foregoing instrument was acknowledged before me this day of
, 19 N by ’
of ROCK ISLAND OIL & REFINING CO., INC,, a corporation, on behalf

of said corporation.

My Commission expires:

Notary Public

~10-
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STATE OF X
X

COUNTY OF |

The foregoing instrument was acknowledged before me this day cf

y 19 » by ,
of SUNRAY MID-CONTINENT OIL COMPANY, a ] corporation, on behalf of
said corporation. ’
My Commission expires:
Notary Public

STATE OF | & L4 - {

cooL |
COUNTY OF ‘- -~ “* ¥

\\ The foregoing instrument was agkﬁowledged before me this (. : i day of
A y 19 (oo, by (00 2 1{3 At x b v by f cidr A

of GENERAL AMERICAN OIL COMPANY OF TEXAS, a (% (.2, /4. c_corporation, on behalf of
said corporation.

(o - - ,
My Commission expires: . / P
, \ e VRN, / /‘
; VASE EEN P N A A

YA |
S & Notary Public’

.‘\\

e

MY COMMISSION EXPIRES JUNE 1, 1961

STATE OF I
X
COUNTY OF |
The foregoing instrument was acknowledged before me this day of
’ 19 ’ by ’
of PAN AMERICAN PETROLEUM CORPORATION, &2 corporation, on behalf of
said corporation. ‘ ' .
My Commission expires:
Notary Public
STATE OF X
X
COUNTY OF X
The foregoing instrument was acknowledged before me this day of
: , 19 , by . .
of TEXACO, INC., a corporation, on behalf of said corporation.

My Commission expires:

Notary Public

-11-
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STATE OF X
X
COUNTY OF |
The foregoing instrument was acknowledged before me this day cf
y 19 » by ,
cf SUNRAY MID-CONTINENT OIL COMPANY, a ) corporation, on behalf of
said corporation. ' :
My Commission expires:
Notary Public
STATE OF X
X
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
, 19 , by , ,
of GENERAL AMERICAN OIL COMPANY OF TEXAS, a___ Gorpération, on behalf of

said corporation.

My Commission expires:

Notary Public

STATE OF 7 c&xAas ¥
X
COUNTY OF 72<e~»7 ]
The fo?igoing instrument was acknowledged before me thiséﬁgéﬁ;gzé;y of
%&fﬂmﬂ//{/ , 194520, by & F. BEDFORD » o ATIORMNEV-IN.ENCT
of PAN AMERICAN PETROLEUM CORPORATION, 8 s /(s .o cc corporation, on behalf of
said corporation. ' ’ :
My Commission expires:
/ A Notary Public
M . y PAULINE A. KAY
STATE OF X
X
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
- , 19 , by ,
of TEXACO, INC., a corporation, on behalf of said corporation.

My Commission expires:

Notary Public

-11-
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STATE OF X
X
COUNTY OF ¥
The foregoing instrument was acknowledged before me this day cf
’ 19 » by b ]

of SUNRAY MID~-CONTINENT OIL COMPANY, a ' corporation, on behalf of
said corporation. : .

My Commission expires:

Notary Public

STATE OF X
X
COUNTY OF |
The foregoing instrument was acknowledged before me this day of
, 19 » by ’
of GENERAL AMERICAN OIL COMPANY OF TEXAS, a corporation, on behalf of

said corporation.

My Commission expires:

Notary Public

STATE OF X
X
COUNTY OF ]
The foregoing instrument was acknowledged before me this day of
) 19 N by ’
of PAN AMERICAN PETROLEUM CORPORATION, a corporation, on behalf of
said corporation, ' .

My Commission expires:

Notary Public

STATE OF .. ¢u/~"""

N

X
B |
COUNTY OF ~/ /), i 7:.7 §

7 ) The foregoing instrument was acknowledged before me this .72 day of
U e g T e , 19 (-, by .

, ‘
of TEXACO, INC., a ;'\ : . ;,. ~n . corporation, on behalf of said corporation.
My Commission expires: e .

, . B S PR

(o \,{L ~ Notary Public

-11-
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STATE OF Otbaksrscor  J
|
COUNTY OF cHecloar i

The foregoing instrument was acknowledged before me this S, day cof

y 1945 , by /5 Fz v Plee @m¢444 Z
of S%Y MID-CONTINENT OIL COMPANY, a o&zw corporation, on behalf of

said corporation.

My Commission expires:
0744«4/’gg&ésvufézch¢444J
LeZ. 2/ /P Notary Public{
STATE OF X
X
COUNTY OF |
The foregoing instrument was acknowledged before me this day of
» 19 ’ by 9
of GENERAL AMERICAN OIL COMPANY OF TEXAS, a corporation, on behalf of
said corporation.
My Commission expires:
Notary Public
STATE OF |
X
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
19 by
H L] ?
of PAN AMERICAN PETROLEUM CORPORATION a corporation, on behalf of
said corporation. ’
My Commission expires:
Notary Public
STATE OF I
X
COUNTY OF ]
The foregoing instrument was acknowledged before me this day of
, 19 , by , ,
of TEXACO, INC., a corporation, on behalf of said corporation.

My Commission expires:

Notary Public
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