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 jeint 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 Outsiders

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
100¢; 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 759 of current new price if material was charged to joint account as new, or

B. At 759 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 75¢, 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 material (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
Usecd material (Condition “D”), being material which cannot be classified as Condition “B” or Condition “C",
shall be priced at 2 value commensurate with its use.

Junk
Junk (Cordition “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
Reconciliation 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.



‘pury ui aaeys sJojessdQ
-UON 9¥®} 0} JO pPalajio adtid ayj je swes sseydand 03 1y Ajrunjzoddo ue gojeradO-uoN Suralf jnoyjm Ljred
IPISINO UE 0} [BLIdJBW JO SWI3)I Jofewl [[as jou [[eys iojerad( -10jeIadQ-uoN Jo reaoxdde ot} jnoym Ljradoad
jurol ayj woay rojerdd( Aq psAOWSI 3g J0U [[BYS SWA)T Jolewl I8Yyj}0 pue ‘sSUIp[ing ‘s;yue} ‘SHoliI3( TelIS)EW
pueypuodss 10 mau snidans ur JojeiadQ-uopN Jo }saiajur aseyoand 03 uorjeSI[qe ou Japun 3q [[eYs lojersdQ 9y,

TVISALVIH ANV INTWJIIODI ASVAT A0 TVSOdSId “Al

JUSIDJJNSUI IO DAISSIIXI JIYJI9 3q O} PUNOJ UdYm SwWII} 0} SUII} UIOI] pajsni{pe pue pasiAal aq [[eYS S8y W
‘281eyd 03 sosodoad 1 s9jRY 9Y} JO ddurApE Ul Jojerad-uoON wIojui [[eYys Jojeiad( ‘pajsenbar JaAsUSYM
‘pajedo] st Ljradoad jurof 9y} asvym playy 9y} ur Surjressad
ATIUB1IND 3S0Y} POIIXa 30U [[eYyS soSieyo yous jeyj papracxd {£jzadoxd jutol ay) paysiuini 9d1AISS o} pur
‘uonjerdaidop ‘siredss ‘sduBudjurewr J9A0d 0} a[dure aq J[eys yorym juswdmbs 1o Liduryoewr paumo L[[nJ
$,101812d ) JO SWAY IBY}0 AUe pue S[00) NO-Furues]d pue SUIIIIP JO 35N 9y} J0J pajieyd oq [[eys jel JeJ ¥V ‘D
"I3ALIP JO sasuadxe pue sagem opnpoul [[eys s9jel jiun Surnd pue ‘Iojoex) ‘yoniy, ‘-suoryerado junosde juiof
Y3 ‘UM UOI309UU0d Ul IO ‘U0 IDTAISS [BNJOR Ul 9sn U0 paseq 3q [[eys sadieyd pue .uorjerdardep pue asuadxa
dunjesedo 1syjo pue ‘@oueansu ‘siredas ‘sed ‘TI0 JO 1S00 IpN[OUl [[BYS S9)BI SAIJOWOINY °SUIl} 0} SWII} WOIY
pastaal pue suonjerado junodoe jurof jsureSe sa8Ieyd ULIOJTUN PIPUSWUWIOIII SB ‘U01}BZIUBSI0 PIazZIuS00a1 I9Y30
auIos JO 'uorjerdossy jrodsuely, JOJ0] WNI[0IIdd dYj £q pajdope sajeI JO IMPIYIS YiIm Ul ul aq A[[ersussd
pInoys s3jer yong -uoneiado pue drysiaumo JO JSO0O YIIM djeINSUIUIIOD Sajey :juswdmby sAnowoiny ‘g
‘pareoo] st L11adoad jurol ayy
aIaym pIa1y ayy ul 3urfieasad A[juaiand sajel SUIPIIIXa J0U JNQ JUNOIDE JUlof Y3 0} IIIAISS Yons Surysiuing
pue Surpraoad jo 3S0D YII4 3IBINSUSWIIOD SIJRI Jy :901A19s Jossaxdwiod pue ‘dJomod ‘se8 [ang ‘901AIaS I9BM 'V
r103e12dO
£q A[9AISN[OXD PAUMO SI1jI[IoB] £q juUnodde jutof dyj o0} palsapual a01Alss 03 Ljdde [ieys ssjex SUrmMol[o} ay],
SRR paum( APRAISNPXY s J0jexddQ

‘sjuaSe I3y} JO SIAINJOBJNUBW JY} WOIJ
I0je1ad(Q £q paAledas usvq Sey juawisnipe [rpun passed ag J0U [[EYS }IPSID ‘[EBLISIBW SAI}OIJIP JO ISED UI ‘pue
‘{juerend sJ9InjOBJNUEBUI IO S I9[ESP Y} JO HOBQ IO PUOAIQ PIYSIUING [ELIS]EW 3} jUBIIEm JoU sa0p JojeradQ

0jerdd() Aq poysimg [eLIdBIy Jo AjuBliep ‘¢

‘aorrd mau umop-payoouy jo 8ejusdrad
a1qeotdde je pasieyd 9q [[BYS S3S00 uor}a1d Jutajoaut juswdmba Jayjo pue ‘sFurprng ‘sYolIIdp ‘squel (¥)
‘?sn S YJIM IjeInsusw
-w0d anfea e je padud aq [reys ,.D,, UOHIPUO)) I0 g, UOIIIPUO)) SB PIIJISSE[D 3q jouued ydrym Jerrdje]N (g)
9o11d mau Jo 2%¢ 3e paorxd pue .0, UOIHPUO)) Se passe[d aq [IBYS
‘BUTUOTIIPUOIAI JOF 3[ge}InS jou A[[erjueisqns jng UOHOUNJ [BULSLIO JOF 3[e3VIAIIS ST (q)
10 ‘(,.d, uonIpuo))
[elId9jeW puey puodas pood se uonouny [eulsStIo I0] 3[qeadiAlas JaYlany 3aq [[IA SuTuoljIipucdal Iy (e)
Yoym Inq g, UOTIIPUOD SB PIISSEB[D 9q JoUUEd Yorym rersjeN (z)
‘9o11d mau Jo %gy je peolid pue g, UOIIPUO)) Se passe[d aq [[eys
SUTUOIIIPUI0IAI JNOYHM ISNSI JOJ 2[BIINS SI PUB UOIIIPUOI I[EIIIAIIS PUB Punos ul st yorym rersjeiw (1)
(.0 pPUE g, uUOnRIpuUO)) [BLIIE P3SN ‘€
‘pamofie aq jou [[eys junoosip ysed (¢g)
‘dlqe[reAr sI [eLIdjeWl UYons srsym uorneaado
junodde jurof ayj jsaieau jutod SUTATSdal AeMmIiEl JO 2I03S Y} 'q 'O °'J PUR ISJSUBRI} JO I)EP B DANNI]
-19 JSTT l1g [enjuaIdjard s Auedwos A(ddns siqeindas e Jo stseq uo padwid aq [reys rer@yewr 15430 (2)
‘pailajsuer; Ajyuenb jo
ssa[pIedaz ‘uorjerado junodde jutol sy} jssreau jurod SUIATIDAI Aem[lel °q 'O °J pue IdJsuel} JO 3ep je
9A11097]9 siseq peolded uo padtad aq [[eys ‘(1540 pue ,z) spood Jemqn], ‘SaUISUD pue ‘SIdloq ‘SpOI J9ons
‘sdurnd ‘s811 ‘sjue} Se YONns [BLISIBW SPNOUl [[IM SIYJ, ‘[BIIS)eWl JO pUly SUWIes ay} JO 100 juswadeidal
JUaIIND je ‘D[qe[I AR SI [2LIdjewWl yons asoym ‘Jutod Sura1adal Aemired Io 3103s A[ddns afqeir-~s jsaresu
3y} 'q ‘o 3 paotad aq [ieys serjaadosd I9Yyj}0 JO ISsSnoyssem S§I0jersd() WO pPIIIISuey, (erxajeuwr maN (1)
(«V,, UonIpuoD) eI MIN 'V
{SUOITPU0d SUIMO][0] 9y} Jspun S$3}o03s sJ0jerad( woiy [elIsjewl yons Ysiuiny Aewxr JojeradQ jeyj jdaoxs
‘arqearioead IdAsuldUyMm junodde jujof o3 afieyd 30aaTp Joy paseyoand aq [[eYS suonjerado Io0] pannbal (erIdjel

a0jyeradQ £q paysqunyg feHAely °Z

‘PIAIINAI A[[ENJOR SIUNOISIP [[B JO uondnp

-9p Jajye ‘10jezad(Q £q pred 2011d je paSieys aq [[eys psanooxd 9o1AIss pue paseyasnd juswdinbe pue rerisyely
saseqoang ‘1

INNOJIJV LNIOf OL SADIAVHD 40 SISVH TII

‘fy1adoxd jurof ay; jo uonerado

pue ‘soueuajurewt ‘jusndolsasp Jtodoird pue ALiesseicu 8y} 0] Jojerad( Aq palInouUl Ainjpuadxa I9Y0 LAuy
samyipuadXxy Q0 ‘1

Y2UON

sagaey) Burpuey asnogdivpy g1

"AISSIVXI 10 JUIDIIINSUL 3 0} PUNOJ are L3y} ‘@d110exd ul ‘J1 ro0lesadO-uoN pue
20je12d( usamjsq JULWSAISE L SWI) 0} SWI} WOI] PIpUSWE aq LBWI S3jBl PEAYIdA0 Or1oads saoqe Ayl °H)
‘sased] [enplarpul JO danadsalar ‘s[[am Jo Iequnu [ejo} ayj} o} paridde aq [reys a[npayos ayj ‘yuswdo[aasp
JTWIOUO0D3 JO 3SAIIUT 3} Ul 303fo1d pazniun e se pIjerado are juswddaSe SIY} Aq PIIIAOD SISEI] JIAUIYM
qey; papraold :(sases] [enplalpul o3 paifdde aq [[eys siom Suronpord UO IMPayds PeEIYIIAO0 3A0qe YL g



KeAEB 601 FONK " Sk EXHIBIT woan Model Form-PASO-1949-1

Attached to and made a partof __Unit Operating Agreement
San Juan 32-9 Unit Area, Dated February 10, 1353,

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS

1. Definitions
The term “joint property” as herein used shall be construed to mean the subject area covered by the agreement
to which this “Accounting Procedure” is attached.
The term “Operator” as herein used shall be construed to mean the party designated to conduct the development
and operation of the leased premises for the joint account.
The term “Non-Operator” as herein used shall be construed to mean any one or more of the non-operating
parties.

2. Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and

expenditures during the preceding month. Such bills will be accompanied by statements, reflecting the total

costs and charges as set forth under Sub-Paragraph...._.C ___ _ below:

A. Statement in detail of all charges and credits to the joint account.

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

C. Statements, as follows:
(1) Detailed statement of material ordinarily considered controllable by Operators of ¢il and gas properties;
(2) Statement of all other charges and credits to the joint account summarized by appropriate classifications

indicative of the nature thereof; and

(3) Statement of any other receipts and credits.

3. Payments by Non-Operator
Each party shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If payment
is not made within such time, the unpaid balance shall bear interest at the rate of 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, unless
within said eighteen months period Non-Operator takes written exception thereto and makes claim on Operator
for adjustment. Failure on the part of Non-Operator to make claim on Operator for adjustment within such
period shall establish the correctness thereof and preclude the filing of exceptions thereto or the making of
claims for adjustment thereon. A Non-Operator, upon notice in writing to Operator and all other Non-
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
phvsical inventory of property as provided for in Section VI, Inventories, hereof.

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

1. Rentals and Royalties
Delay or other rentals, when such rentals are paid by Operator for the joint account: rovalties, when not paid
direct to royalty owners by the purchaser of the oil, gas, casinghead gas, or other products.

2. Labor, Transportation, and Services

Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator’s cost of vacation. sickness and disability benefits of employees, and
expenditures or contributions imposed or assessed by governmental authority applicable to such labor, and
(B) Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension,
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Operator’s field
payroll; provided that the charges under Part (B) of this paragraph shall not exceed five per cent (5%) of the
total of such labor charged to the joint account.

3. Material
Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property. So far as
it is reasonably practical and consistent with efficient and economical operation, only such material shall be
purchased for or transferred to the joint property as required for immediate use, and the accumulation of surplus
stocks shall be avoided.

4. Moving Material to Joint Property
Moving material to the joint property from Vendor’s or from Operator’s warehouse in the district or from the
other 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 reliable supply store or railway receiving point where
such material is available, except by special agreement with Non-Operator.
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UNIT OPERATING AGREEMENT
SAN JUAN 32-9 UNIT AREA

THIS AGREEMENT, made and entered into this day of ,

1953, by and among El1 Paso Natural Gas 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 32-9 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 Agreement
for the Development and Operation of the San Juan 32-9 Unit Area, County of San
Juan, State of New Mexico, hereinafter called the "Unit Agreement" embracing the
following described land:

New Mexico Principal Meridian:

Township 31 North, Range 9 West Township 32 North, Range 9 West
Sections 2 through 10, All Sections 7 through 36, All
Sections 15 through 18, All

Township 32 North; Range 10 West

Township 31 North, Range 10 West Sections 11 through 14, All
Sections 1 and 2, All Sections 23 through 26, All
Sections 11 through 14, All Sections 35 and 36, All

Containing 34,654.41 acres, more or less

WHEREAS, the parties hereto, in accord with the provisions of Sections 7
and 12 of 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:

1. UNIT AGREEMENT CONFIRMED.

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 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 accord
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. Each of the parties hereto represents to all other parties hereto
that its ownership of o0il, 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 1s erroneous or the title of any party hereto fails,
in whole or in part, the interests of the parties hereunder shall be accordingly
adjusted to the end that no party shall be credited with interests that it does not
own, Parties contributing acreage tc the unit and receiving credit hereunder
therefor shall, subject to the provisions of Section 2c below, bear the entire loss
occasioned 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 ©o any interest in the unitized substances

shall be borne by the party or parties hereto who claim such interest,

b, 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
documents 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 reguirzments 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.

c. As a prerequisite to the drilling of any well hereunder, Unit
Operator shall obtain a title opinioca 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 2b. 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 subsequent well thereon. Thne pa:ty 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 prerequisite 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 obtaining the drilling of a.well may post a bond in form satis-
factory to the Unit Operator in an amount equal to one and one-half times the estimated
cost of the proposed well, conditioned to protect all parties hereto against any loss
of their investment in the well by reason of title failure, whereupon the require-
ment 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 parti-
cipation in unitized substances produced after such title failure which would be
attributable to the leasthold 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 occasioned 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
maintenance 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
- Working Interest Owners who have executed the Unit Agreement and this agreement, as
follows:

a. 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 admission
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
adjustment of investment or previously incurred costs shall be made upon the ad-
mission 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 Working Interest Owners in the enlarged participating area in
the same proportions as provided herein for their sharing of costs and benefits.
Notwithstanding the foregoing, 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 obli-
gation imposed by the Unit Agreement to drill a well thereon to the horizon from
which production is being secured in the participating area, and all costs of
drilling, completing, testing and equipping such well to produce shall be
charged to and borne by such Working Interest Cwners owning working 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 Facilities 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 shall bear such costs and own such Field Facilities in

the proportion that the number of wells within such participating area, which

unon their comnletion. shall have been canable of nroducine 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 quantities from any well or wells. "Field
Facilities", as that term is used in this section, shall mean facilities 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 required. In the event book costs cannot
be determined on certain classifications of equipment, 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 seven
test wells in accord with Section 9 of the Unit Agreement shall be allocated

to the Working Interest Owners owning working interest in the seven Drilling Blocks
upon which said test wells are drilled on an acreage basis. Roads required for the
drilling of subsequent 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 producing unitized substances in paying quantities 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. Like-
wise, 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 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 theﬁ
turn it over to the Unit Operatbr for operation hereunder. Adjustment for any such

wall or walls ehall he onlv as hereinabhove nrovided .



b. The cost of drilling, equipping and completing any initial test
well projected to a depth below the base of Mesaverde formation, which is not required
to be drilled by the terms of the Unit Agreement, 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; provided, however,
that the Working Interest Owners of an area less than the area covered by the entire
Unit Agreement, by agreement, may pay the cost of drilling, equipping and completing,
or plugging and abandoning any initial test well projected to a depth below the base of
the Mesaverde formation, and such costs shall be paid by all of such Working Interest
Owners in the proportion provided by such agreement., Costs of drilling the second or any
subsequent test well to formations lying below the Mesaverde, which is not required to be
drilled by the terms of the Unit Agreement, shall be only in accord with an agreement to
be reached by the parties participating 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 enlarge-
ment 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 interests
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 inure 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 parti-
cipating area, to the end that the investment within the enlarged participating area,
including the investment in the allocated portion of Field Facilites, 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 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 enlargement 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 character 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 properties 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 provided 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 investment cost apportionable to the enlarged
participating 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 wellis prior
to the effective date of the enlargement of the participating area,

4, ROYALTY AND OTHER PAYMENTS OUT OF PRODUCTION.

One-eighth (1/8) 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 pay-
ment of royalties, 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 (1/8) or by overriding royalties, oil payments or other pay-
ments out of production, the required payment in excess of one~eighth (1/8) shall be
borne by the owner of the working interest so burdened. Before receiving its pro-

portionate share of the unitized 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 constituting a burden upon its working interest.
5. RENTALS

Each Working Interest Owner whose interest is chargeable with rentals,
minimum 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 any party to properly make such payments shall not subject such party to
liabilities hereunder 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. Subject to obtaining the
necessary approval of State and Federal authorities as therein required, it is
agreed that locations for the réquired test wells shall be as followss

Approximate Center NE/4 Section 14, T-32-N, R-9-W
Approximats Center NE/4 Section 20, T-32-N, R-9-W
Approximate Center SW/4 Section 32, T-32-N, R-9-W
Approximate Center NE/4 Section 34, T-32-X, R-9-W
Approximate Center NE/4 Section 15, T-31-N, R-9-w

Approximate Center NE/4 Section 14, T-31-N, R-10-W
Approximate Center SW/4 Section 25, T-32-N, R-10-W

Said wells shall be drilled in such sequence as may be determined by the Unit Operator.
7. DETERMINATIONS BY MAJORITY VOTE.

In any matter in which the action of the Unit Operator requires the concur-
rence of the working interest parties hereto or any of them, Unit Operator will be
governed by the decision of the owners of a majority of the working interest in the
participating area, or the nonadmitted Drilling Block, as the case may be, unless
otherwise specified herein or in the Unit Agreement, determined in the proportion that
the acreage interest of each such party in the participating area or such affected
Drilling Block bears to the total acreage interest in the participating area or
affected Drilling Block. Matters affecting the unit area as a whole shall be

determined in accordance with the proportionate 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 Working Interest Owners in writing
of the question for decision and its recommended course of action. Each such Working
Interest Owner shall within ten (10) days of receipt of such notice advise Unit
Operator in writing of its decision thereon. Within five (5) days thereafter Unit
Operator 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 presumed 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
majority 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 ($5,000.0Q)
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
extensivé 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 parties.

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 equipment 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 or contraction of the
unit ares.

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.

8. DRILLING OF ADDITIONAL WELLS,

a, 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 appro-
priate 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 parti-
cipating 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, Unit Operator will not drill any well without the mutual consent
of all the parties hereto other than as provided in Subsection Ma® 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 interest in acreage constituting a spacing unit for wells drilled to any
formation below the Mesaverde desiring 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 proposed well. Each 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 of such parties elect to join iu

the drilling of such well, Unit Operator shall, upon obtaining required govermmental
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 producer, 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 wel 1 shall be entitled
to receive the proceeds of production from the well or, if it is capable of producing
in paying quantities, shall be entitled to receive the proceeds of production
allocable to 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 Qf 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 emploved for pavment of rovalties 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 amounts which
may be realized from sale or dispostion of the well or equipment thereon, or
required in connection with the drilling, testing, completing, equipping and operating
thereof, shall be paid to 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 owning the
well, Locations of all wells drilled under this provision 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 OVER WELLS.

If any well drilled under this agreement is a dry hole and the party or
parties owning the well are ready to abandon it but the well can be plugged back
or deepened to a different formation, Unit Operator shall so notify the Working
Interest 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
borne 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 Pro-
cedure 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 respond 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, deepeming or plugging back, testing and completing the well in the same

manner as provided in Section 8b above; provided, 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 res-
pective participating areas established for such formations shall arrange for appropriate
allocation of investment and operating costs of such well by separate agreement.,

10. CHARGES FOR DRILLING OPERATIONS.

All wells drilled on the unit area shall be drilled on a competitive contract
basis at the usual rates prevailing in the field. Any Working Interest Owner or Owners
may bid and contract to use its or their tools and equipment in the drilling of any wells
on the unit area. Unit Operator, if it so desires, may employ its own tools and equipment
in the drilling of wells. In such event, the cost of drilling shall include, but shall
not be limited to, the following chargess (a) all direct material and labor costs, (b)

a proportionate amount of applicable departmental overheads and undistributed field
costs, (c) rental charge on company equipment employed; all such charges to be deter-
mined in accordance with operator's accounting practice, provided that, in no event
shall the total of such charges exceed the prevailing rate in the field and such work
shall be performed by Unit Operator 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 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, upon
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 request,
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 unavoidably

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 prevailing in the
area. Each party hereto shall be entitled to receive directly payment for its pro-
portionate 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 disposition by any
party hereto of its proportionate share of the production shall be borme 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 equipment 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 goods and other equipment
transferred from Unit Operator's warechouse 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 propor-
tionate 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
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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 calendar 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 equipment thereon, to secure the payment of such party's
proportionate part of the cost and expense of developing aﬁd operating the unitized
lands and to secure the payment by any such party of such party's proportionate
part of any advance estimate of such cost and expense. Unit Operator shall protect
such party from all other liens arising from the operations hereunder.

16. INSURANCE.

Unit Operator, during the term hereof, shall purchase or provide protec-
tion comparable to that afforded under standard form policies of insurance for
workmen's compensation with statutory limits, employerts liability insurance with
a limit of at least $25,000 and general public liability insurance with limits of
at least $30,000/$60,000. Unit Operator shall charge to the joint account an amount
equal to 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 ¢il 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 workine interests insofar as thev affect such land mav vroceed



to surrender the same if such right is reserved in the leases or operating agreement,
unless any other party or parties anereto have, within said 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 party
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 equip-
ment located thereon, to the party or parties desiring an assignment. Thereupon
such assigning party shall be relieved from ail obligations thereafter accruing (but
not theretofore accrucd) hereunder 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
cormitted to the Unit Agreement bears to the total interest of all parties assignee
in the lands committed to the Unit Agreement.

18. TAXES.

Unit Cperator shall, for the joint account, render for ad valorem tax
purposes the entire working interests in the unit area of all parties hereto and
all personal property used in connection with operations hereunder, 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
so 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 employvees, the selection of such employees, the hours of



labor and the compensation for service to be paid any and all such employees
shall be detemined by the Unit Operator. Such employees shall be employees of
Unit Cperator,

20. LIABILITIES.

The liability of the parties hereunder shall be several and not joint or
collective. FKach 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 conemplated 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.

All 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 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 prepaid.

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.
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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 wy affect the right of the owmer of any such
unleased interest to receive an amount or share of unitiszed 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 o0il 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 interest 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 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 oaly in
accord with such terms and conditions as may then be agreeable to the Unit Operutor.
EXECUTED as of the day and year first above written.

Attest: EL PASO NATURAL GAS COMPANY

Vice President

Bessett Tower
El Paso, Texas




" DELEI OIL CORPORATION

By: B ' -
Wedipoeet

Dallas, Texas LUCERNE CORPORATION

Aars 5

Wave-President
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ATTEST:

RO fdchonisn

Assistant Secretary

P. 0. Box 2819
Pallas, Texas

ATTESY:

Assistant sfocraiuy

Drawer 1720
Ft. Worth, Texas

Assistant Secrebtqry

Box 1249
Houston, Texas

Assistant Swn&q

Assistant -Sirotiry

First National Bank Building
Albuguerque, Mew Mexico

ATTEST:

9@4;2/%«

Assistant Schetlhry

Box 1360
Albuguerque, New Mexico
ATTEST:

Secretary —
Address:
ATTEST:

Secretary
Address: -

e it o A s o o e T A e e

7HEATLARTIC REFINING COMPANY

~ WOODRIVER OIL & REFINING CO.

Wz O
Vice Presideat

ALBUQUERQUE ASSOCIATED OIL COMPANY

By: :
: President
«:-4# .
Vice Presidenat
Bys ) . .
Presideat
, . .
President




Vitness:

220 Shelby Street
Santa Fe, New Mexico

Witness:

220 Shelby Street
Santa Fe, New Mexico

Witness:

220 Shelby Street
Santa Fe, New Mexico

Witness:

P. 0. Box 993
Santa Fe, New Mexico

Witness:

P. 0. Box 993
Santa Fe New Mexico

Witness:

1010 North Dustin
Farmington, New Mexico

Witness:

306 Milam Building
San Antonio, Texas

Witness:

Address:

L / Lcccgari?é/?. Bfotému%

Wé'

John S. Brown ()

TN o

T. H, McElvain

&&my;%

Catherine B. Hcmvam

ZZ 4 é&g(:l /r/ , ;fc ‘

Mabelle M, Miller

\

Forrest Miller

Levi A. Hughes

Dorothy B. Hughes

Charles B. Gonsales

Betty Gonsales

Q;,;-a- // ¢

Tom Bol?
; Ahce S. Bolack

H. H. Phillips

Winnie Phillips




EXHIBIT "."

SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO

Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
1 T 31N - R 10W 240.00 Santa Fe U.S.A. Claude R. None Woodriver 0il &
Sec. 131 NE/L, N/2 SE/L 078316-B  123% A1l Lambe 1/h Refining Company,
1/1/L9 Woodriver 0il % Inc., A11
5 yrs Refining Company,
Inc. 3/L
2 T 31N - m 10W 120.00 Santa Fe U.S.A Stanolind 0il & None Stanolind 0il & Gas
Z /Ly 078316-B 123% >HH Gas Company Company A1l
Sec. 1l ms\r sw/l 1/1/k9
5 yrs
3 T 31N - R 10W 80.00 Santa Fe U.S.A. El Paso Natural Woodriver 0il & Refining To Base of Mesaverde
Sec. 13t 5/2 wW/k 078316-B 1234 A1l Gas Company Co., Inc. and Claude R. Formation - Gas Rights:
1/1/L9 Lambe 2%. The Atlantic El Paso Natural
S yrs. Refining Company (See Gas Gas Company All
Rights Sales Agreement dated Gas Rights Below Base
Jan. 23, 1953 entered into of Mesaverde Formation
between The Atlantic Refin- and A1l 0il Rights
ing Company and El1 Paso The Atlantic Refining
Natural Gas Company, as Company A1l
amended)
L T 31N - R W 1,280.00 Santa Fe UsSed. Delhi 0il Alyce Erickson..__..._ --+50% To Base of Mesa-
Sec. 15: 111 078386 123¢ £11 Corporation Ernest A. Hanson-.____ 2.25% verde Formation
Sec. 17: 411 L/1/51 Olen F. Featherstone---.25% Gas Rights:
5 yrs. Harvey E. Roelofs, F1 Paso Natural
Trustee for Olen Gas Company All
.Fs Featherstone II--2.00% 0il Rights:
5.00% DeIhl 01l Corpora-
tion All
Below Mesaverde
Formation
Delnhi 011 Corpora-
tion All
5 T 31N - R 10W 1,200.00 Santa Fe UeSeA. Lucerne Corporation Neva J. Robertson & Lucerne Corporation
Sec. I1: AL1 078389 1235 A1l Ralph G. Robertson-----,30% a1l
Sec. 12: N/2, sw/lL, 3/1/51 Ernest A. Hanson------1.35%
w/2 SE/l 5 yrs. Olen F. Featherstone--1.35%

Foster Morrell--~-----2,00%

——ce



EXHIBIT "B"

SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NTW MEXICO

Page 2

Tract Description No, of Number, Basic Royalty lessee ORRI and Percentage Working Interest
Noe Acres NDate and % Percentage of Record and Percentage
Term of
Lease
é T 31N = R 9W 1,165,80 Santa Fe UeSele Robert Storey, Jr. Robert Storey, Jre--1% to 3% To Base of Mesa-
Sec. B: ALl 078L38 1237 A1 Upon payment of $25,00 verde Formation
Sec, 18: Ilots 1,2, 5/1/L8 per acre Gas RigMs:
3& kL, 5 yrse El Paso Natural
E/2 W/2, Gas Company All
7/2 0il ights:
Belhl 011 Corpora-
tion A1l
Below Mesaverde
Formation
DeTh 01l Corpora=
tion All
7 T 31N -« R 9W 526,60 Santa Fe UeSeAe Y. G. Johnston Re F. Beamon 1/6
Sec,e 1% A 078439 12372 A1l Ralph A. Johnston
6/1/L9 1/6
5 yrs. william G. Johnston
1/6
Anderson=-Prichard O
corparation  1/2
8 T 32N - R 10W 2,560,00 Santa Fe UeSehe Jean 0. Wickens 1/2 Jean C. Wickens—=---1,00% To Base of Mesaverd
Sec, 13 ALl 078504 HmWﬁ A1l Ceorge H. Smith 1/2 C. S. Neale-w--vmces ,17% Formation-Gas Right
Sec. 1: A1l W\H\rm Co he MCAdENS==mcwma 504 1 Paso Natural Cas
Sece 23: All 5 yrse He Ko He@mmmuommemae ,50% Company All
Sece 2L: All New Mexico Potash 21l Rights:
& Chemical Coem=w= o67% Albuquerque Associa
Flizabeth Resee—ww-= ,16% 0il Company 1
J.00% Three States Natura
Gas Company 1

Below Base of Mesa-
Verde Farmation

Albuquerque Associa
01l Company 1
Three States Natura
Gas Company 1
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EXHIBIT "B"
SAN JUAN UNIT 32-9 SAN JUAN ~OUNTY, NEW MEXICO
Tract No. of Number, Rasic Royalty Lessee Working Interest
No. Description Acres Date and & Percentage of Record ORRI and Percentage and Percentage
Term of
Lease
9 T 32N - R 10W 2,560.6L Santa Fe U, S. A. C. Lester Linder W C. Lester Linder-----1,004 To Base of Mesaverde
Sec. 253 All 078507 1239 A1l Leola Cundiff Coe S. Negleewmewnmee= ,174 Formation-Gas Rights:
Sec. 26: All 5/1/.8 C. A. McAdamSeewe—--- ,50%4 El Paso Natural Gas
Sec. 35: All 5 yrs. H. K. He@-mmeemaeeee- ,50% Company All%
New Mexico Potash 0il Rights:
T 31N - R 10W % Chemical Co,=---- ,67% Albuouerque Associated
Sec. 1: ALL Elizabeth Rese--=ce-w ,164 0il Company 1/2
Total J.00Z Three States Natural
Gas Company 1/2
Below Base of Mesaverd
Formation d
ATbuquerque Associated
011 Company 1/2
Three States Natural
Gas Company 1/2
10 T 32N - R 9W 2,L8L.53 Santa Fe U. S. A. Virginia R. Virginia R. To Base of Mesaverde
Sec. 29: All 078509 123% A1l Nordhaus w Nordhau$=«-we-==e2.1,004 Formation-Gas Rights:
Sec. 30: All 7/1/Li8 George H. Smith Ce Se Neglewmemw—maws 174 EI Paso Natural Gas
Sec. 31: All 5 yrs. Ce A. McAdam8e—wewwee- ,50% Company A1l

T 31N - R 9W

Sec, 6: Lots HuMbwur-mum & .Nu

se/L w/L, E/2 sw/lL,
s/2 ne/L, s/2 sE/L,
NW/L SE/L

Sec. 5: Lots 3 & L, S/2 N/2,

NE/L SE/L, sw/L SW/L

He K. He@ee-omeceemoe ,50%

New Mexico Potash
& Chemical Co,=---- ,67%
Elizabeth Rese----~w- ,16%
Total T.00%

01l Rights:
TTbuquerque Associlated
01l Company 1/2
Three States Natural
Gas Company X 1/2
Below Base of Mesaverd
Formation B
uquerque Associated
0il Company 1/2
Three States Natural
Gas Company 1/2
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EXHTRTT n"Rn
SAN JUAN TINTIT 32-9 SAN JUAN COUNTY, NT MEVISQ
Tract Description No., of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
11 T 32N - R 9W 2,337.32 Santa Fe UeSeAs Pearce (C, Rodey m Pearce ©, Rodeyemeecwmaaaaa1,0% To Base of Mesaverde
Sec. 17: All 078513 1237 A1l feorge H, Smith 5 (. S, Nealw-weooococcwcwanaa-,17% TFommation-Gas Rights:
Sece 18: All 5/1/Lu8 Ce Ae McAdaMSe—mcecammeanane=,50% %I Paso Natural Gas
Sec. 19: All 5 yrs. He K. HE@momecccmcccaccneeees 503 Company Allx
Sec, 20: A1l New Mexido Potash and 0il Rights:
Chemical 00,-==eseee—e—ucem=-n,67% TIbucueraue Associated
©lizabeth Rese--m-me-ac==c===,16% 01l Company 1/2
Three States Natural
Total 3.00% Gas Company 1/2
Below Rase of Mesaverde
Format ion T
TIburueroue Associated
0il Sompany 1/2
Three States Natural
Gas Company 1/2
12 T 31N - 7 9W L00.,00 Santa Fe UeSeAs Burchell Allison  Surchell A11isone-----1% to %% To Base of Mesaverde
Sec. 10: 572, wW/2 wi/L 078626 1237 A1l uoon payment $25.00 per acre Formation-Cas Rights:
11/1/L7 Alice S. Bolacke—--o-eeee=ve5% TI Paso Natural Gas
5 yrs. Company A11
0il Rights:
DeThi 011 Corporation
All
Below Base of Mesaverde
Formation T
NDelhl 01l Corporation
A1l
13 T 32N - R 9W 1,318,20 Santa Fe UeSe Ao Charlotte D, Robert <., McKee, Ceneral
Sec. 8: All 078687 1237 A1l Fdmonson Jontractor, INC.----2,6666667% Phillips Petroleum
Sec. 9t S/2 L/1/.8 The Ft. Worth National Rank, Company A1l
Sec. 15: All S yrse Tndependent Txecutor and Trustee

of the ©“state of Roy 3. Magruder,
dernessedewmmme=mn ——— 566666T%
Yelen Marruder------ JA566666%
Guy R. Campbelle-e<=1,0000000%

0, 00000003
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SAN_JUA Sﬁe 3249 SAN_JUAN 8% NEW MEXICO

Page °

Tract Description Number Number Basic Lessee of Record ORRI and Percentage Working Interest
No. of Acres Date and Royalty and Percentage
Term of and
Lease Percentage
1L T 32N - R 10W 320.00 Santa Fe UeSeA. H. H. Phillips None H. H. Phillips
Bec. I1: 372 s/2 078699 1234 a1l
Sec., 12¢ S/2 S/2 Application
15 T 32N = R W 1,920,00 Santa Fe U.S.A. Mary C. Hagood Mary C. Hagood & Phillips Petroleum
Bec. Tz SE/L 0790L8 1234 All L. N. Hagood===e----=5,0%4 Company Al1#
Sec, 21: W/2 7/1/k
Sec. 28: W/2, SE/L 5 yrs.
Sec. 33: Z\N
Sec. 3k: N/2, SE/L
Sec. 35 mm\r
15A T 32N - R 9W 160,00 Santa Fe U.S.A. Wood River 0il Mary C. Hagood & Wood River 0il & Re-
Bec. 35:  ow/L 079048 1234 A1l & Refining Co., L. N. Hagood==—==--=-=5.0%¢ fining Co., Inc. 3/l
7/1/L9 Inc. 3/L Claude R. Lambe 1/
S yrs. Claude R. Lambe 1/
16 T 32N - R 9W 1,680.00 Santa Fe U.S.A. Wood River 0il- None Wood River 0il & Re-
Bec. 257 ALl 079099 1234 All & Refining Co., fining Co., Inc. All
Sec. 263 All 6/1/47 Inc. 3/Lh
Sec. 273 NE/L NE/L, 5 yrs. Claude R. Lambe 1/4
SE/L, (Appl. for
SE/L sw/L ext., filed)
Sec. 353 NW/lL
164 T 32N - R 9W 280,00 Santa Fe S.A. Phillips Petroleum Wood River 01l & Phillips Petroleum
39 L Nw/l, 079099 Hmwa A1l  Company Refining Co., Inc. Company A1l
sw/l 6/1/47 and Claude R. Lambe--5,0%
Sec. 35% ZM\r 5 yrs.
(Appl. for
ext. HHHO&.V
17 T 32N - R 10W 37L.LbO Santa Fe UeSeAo Grace M. Brown V\m None Grace M. Brown  All
Sec. 11: ILots 1,2,3,L 0791L3 1234 A1l T. H. McElvain  L/10
Sec. 12 Lets 1,2,3,L m\p\rm Mabelle M, Miller 1/10
yrs.

8/3/53
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EXHIBIT "B"
SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO
Tract Description No., of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
Noe. Acres Date and & Percentage and Percentage
Term of
Lease
18 T 32N - 9W 390,80 Santa Fe Ue.S.A. Grace M, Brown 1/2 None Grace M. Brown 41l
Sec. 7: E/2 sw/L, 079148 1234 x11 T. He McElvain L/10
Lots 1,2,3,L,5 7/1/18 Mabelle M, Miller 1/10
Sec. 33: E/2 sE/L, sw/k 5 yrs.
SE/k
Sec. 3h: sw/lL
19 T 32N = SW
Sec. 28: NE/L 160,00 Santa Fe UeSeke Dudley Cornell 1/2 Elizabeth Rese---mm==-- ,16% To Base of Mesaverde
079268 1234 A1l Leola Cundiff 1/2 C. S. Nealewme-emmmemeee .17%4 Formation-Gas Rights
7/1/L8 New Mexico Potash ¥l Paso Natural Gas
5 yrs. & Chemical CO,==-=-==—- .67% Company All
Dudley Cornell---=we=--- 2.004 0il Rights:
Total 3.00% Albuquerque Associat:
0il Company 1/2
Three States Natural
Gas Company 1/2
Below Base of Mesave:
Formation
Albuquerque Associate
0il Company 1/2
Three States Natural
Gas Company 1/2
20 T 32N = R 9W 7L4.00 Santa Fe UeSeXe Allen D, Schrodt P. H. Robinson, Jr. Southern Union Gas
Sec. 10t A1l 079320 1224 A1l Madolene Lane Company £11
Sec. 11l: All 5/1/L8 Robinson, his wife--~-- 3,0%
5 yrs.
21 T 32N - R 9W 480,00 Santa Fe UsSeAe Mary D. Campbell Horry R. Payne & Phillips Petroleum
Sec. 1Lt E/2, NE/L 079322 1234 A1l Erabelle R. Payne--~5,0% Company A11
Nw/b, w/2 sw/l, 5/1/L8
SE/L sw/l 5 yrs.
22 T 32N = R 9W 1,652.10 Santa Fe UeSeAe Guy R. Campbell wWilliam R. Federici- .8333% Phillips Petroleum
Sec. 12: AN 079329 1242 Al John E., Miles~--~---1,6667% Company All
Sec. 13: All 7/1/L8 Robert V., Wollard &
Sec. 2h: A1l 5 yrs. Ann H. Wollard------ 2,5000%
Total 5.0000%

7/23/53
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EXHIBIT "“B"
SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO

Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
23 T 32N = R 9W 1,560.00 Santa Fe UeSeA. Mary D. Campbell Court Enterprises, a Phillips Petroleum
Sec. 21: B/2 079341 1234 a11 co~partnership composed Company A1l
Sec. 22: E/2, WW/l, 7/1/L8 of Elmer D. Elliott,
E/2 sw/L, wW/L SW/L 5 yrs. Harold A. Elliott and
Sec., 23: 4All E. Dale Elliotte—----—-- --5.0%
2L T 32N - R 9W 56485 Santa Fe UoSeA. Charlotte D. Hazel L. Gentle and Phillips Petroleum
Sec. 7: Lot 6 079625 123% All Edmonson Glenn R. Gentle----- - 50% Company A11
Sec. 9: Lot 1,2,3,L 9/1/19 Ernest A, Hanson------- L.5%
5 yrs. 5.00%
25 T 31N - R 10W 80,00 Santa Fe  U.S.A. Tom Bolack Tom Bolack A1l
Sec. 12: E/2 SE/L 079909 1234 A1l
2/1/18
5 yrs.
26 T 31N - R 10W 1,318.15 Santa Fe UsSeke Guy R. Campbell Hazel L. Gentle and . Phillips Petroleum
Sec. 3: AIl 080133 123% A1l Glenn R. Gentle=----—---- .50% Company A1l
Sec. L: Lots 1,2,3, 6/1/51 Ernest A. Hanson-------- 2,25%
s/2 N/2, N/2 s8/2 5 yrs. Olen F, Featherstone----2,25%
Sec. 10: NE/L, E/2 NW/L 5,004
27 T 31N = R 9W 6L0.00 Santa Fe UeS.A. Louvilla Sheets Louvilla Sheetg------- - 5.0% To Base of Mesaverde
Sec. 9: Al 080376 1232 a1l Susan Diggle-----1% to %% upon Formation-Gas Rights
6/1/51 payment $25.00 per acre El Paso Natural Gas
5 yrs. Company A1l
0il Rights:
BeIhI 011 Corporatio;
All

7/23/53

MMWQI Base of Mesave
Formation

Delhi 011 Corporatio
A11
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SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO
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Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
28 T 31N - 9W
Sec. L: s/2 mm\r» 120,00 Santa Fe U,S.A.
SE/L sw/L 080875 1232 a1 Frank L. Wood Frank L. Wood=--emeeceea- 5.0% To Base of Mesaverde
5/1/51 Formation-Gas Rights:
5 yrs. El Paso Natural Gas
Company All
0il Rights:
Delhi 0il Corporation
All
Below Base of Mesaverd
Formation B
Delhi 0il Corporation
All
29 T 31N - R 10W 160.00 NM 0608 UeSeA. The Atlantic Re- San Juan Basin Pool------ 2.0% To Base of Mesaverde
Sec. 13: 5/2 sw/l 5/1/50 1234 A1 fining Company The Atlantic Refining Company Formation-Gas Rights:
Sec. 1ht s/2 SE/L 5 yrs. , See Gas Rights Sales E]l Paso Natural Gas
Agreement Dated Jan., 23, Company A11
1953, & Operating Agreement 0il Rights:
dated Feb. 20, 1953, entered The Atlantic Refining
into between The Atlantic Company A11
Refining Company and El1 Paso Below Base of Mesaverd
Natural Gas Company. Formation
The Atlantic Refining
Company All
29A T 31N - R 10W 80,00 W 0608 UeSeA. Wood River 0il San Juan Basin Pool----- 2.00¢ Wood River 0il & Re-
Sec. 13: 5/2 SE/L . 5/1/50 123 A1 & Refining Co., fining Co., Inc. 3/L
5 yrs. Inc. 3/L Claude R. Lambe 1/k
. Claude R.Lambe 1/k
29B T 31N - R 10W 110,00 W 01594 U.S.A. L. C. Kelly 1/2 Daniel P. Nolting------ 5% El Paso Natural Gas
Sec. 13: N/Z sw/l 5/1/50 1234 a1l Dorothy Kelly 1/8 william Mansfield------ 5% Company 1/2
Sece 1k N/2 WW/L S yrs. L. B. Kelly  1/8 Robert D. Miller------- .1% L. C. Kelly 1/k
SE/L z:\m. R. L. Kelly 1/8 Rese M. Blount--—------- 4 Dorothy Kelly 1/1¢
NE/L, N/2 SE/L G. L. Kelly  1/8 Thomas J. Ouigley=------ 13¢ L. B. Kelly 1/1¢
R. L. Kelly 1/1¢
G. L. Kelly 1/1¢

7/23/53

Federal Tracts 28,889.69 acres or 83,365095% of Unit Area.
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SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO

Page 9

Tract Description No, of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
30 T 32N - R 9W 10,00 E-70-15 State of Stanolind 0il Le Lo Swank---eeeoec-aoe--=3,0% Stanclind 0il and Gas
Sec. 16: N&/L sE/k 2/3/L5 New Mexico and Cas Company Company All
10 yrs. 123%  All
31 T 31N - R 10W L0.57 7-70-18 State of Phillips Petroleum william McNowell-mm===-== ~=3.0% Phillips Petroleum
Sec. 2t Lot 4 2/1/L5 New Mexico fompany Company All
10 yrs. 1223 A1l
32 T 32N = R 9W L0.00 B-70-19 state of Phillips Petroleum Herman F, Schrage-------- --3.0% Phillips Petroleum
Sec. I6: wwa/L sw/k 2/1/15 New Mexico Company Company A1l
10 yrs. 1254 A1l
33 T 32N =R SW 320,00 E-178-5 State of Three States J. Harry Carnes & To Base of Mesaverde
Zec. 32: W/ 2 m\Hm\rm New Mexico Natural Gas Grace Be. Carnes, Formation-Gas Rights:
10 yrs. 1253 A1l Company and joint tenants--—----e=e-uua§,0% TT Paso Natural Gas
Albuquerque Company All
Associated 0il Co. 0il Rights:
Llbuquerque Associated
0il Company 1/2
Three States Natural
Gas Company 1/2
Below Base of Mesaverde
TFormation o
Albuquerque Associated
0il Company 1/2
Three States Natural
Gas Company 1/2
3L T 32N - R 10W 80,00 E=286<9 State of Albuguerque Everett T. Nale Albugquerque Associated
Sec. 36: N/2 WE/L L/26/15 New Mexico Associated 011 10.9375% only until $20,00 0il Company All
10 yrs. 12%% All Company per acre received
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EXHIBIT "g"
SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO

Tract Description No. of Number, Basic Roy=1ty Lessee ORRI and Percentage wWorking Interest
No. Acres Date and % Percentage of Record and Percentage
Term of
Lease
35 T 31N - R 10W 110,00 E=-286-19 State of FEl Paso Natural Je F. Karnes-==ae—-=—e=vue=es2,54 To Base of Mesaverde
Sec. 2: NE/L SE/L L/26/45 New Mexico Gas Company Formation~-Cas Rights:
10 yrs. Hmw& All El Paso Natural Gas
Company Al
Cil Rights:
DeThT 01l Corporatior
All
Below Base of Mesaver
Formation
Delhl 011 Corporatior
Al]
36 T 31N - R 10W — ___  ho.oO E-286-16 State of Phillips Petroleum Magnolia Hedspeth and Phillips Petroleum
Bec. 2: WE/L sw/L L/26/L5 New Mexico Company Joseph Hedspethe---emeeeeuo- -3.0¢4 Company A1l
10 yrs. 1237 A1l
37 T 32N - R 10W
Sec. 36: NE/L SE/L 10,00 E-286-18 State of Phillips Petroleum Albert D. Grahame----------==3,04 Phillips Petroleum
L/26/\5 New Mexico Company Company A1
10 yrs., 1237 A1l
38 T 31N « R 9W 80.00 E-1195 State of Wayne Moore Wayne Moore A1l
Sec. 16: o&/L sw/k, 2/10/L7 New Mexico
sw/l se/L 10 yrs. 1242 A1l
39 T 32N - R 9W 120.00 E~3071 State of Southern Union Ce Fo Mitcham & Southern Union Gas
mmo. 16:  WE/L NE r. 11/10/L9 New Mexico Gas Company Lucile F. Mitcham, Company All
s/2 se/kL 10 yrs. 1233 ALl his Wife-=—=e=-m=m=cu-on 5.0%
Lo T 31N - R 9W 800,35 E=3150-1 State of E1l Paso Natural John BurroughSe-eswsceweecwwww5,04 %l Paso Natural G
Sec. 2: S/2 NE/L 12/10/L9 New Mexico Gas Company Company A1l
zm\r w/h 10 yrs. 123% A1l
T 31N - R 10W
Sec. 2: Lot 1, Nw/L SE/L,
sw/l Nw/l
T 32N - R 9W
Sec. 32: 572 NE/L, N/2 sE/L
Sec. 36: sW/L Ne/L, SE/L Nw/L,

NE/L SE/L, sw/kL sw/L
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Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
Noe Acres Date and and Percentage of Record and Percentage
Térm of
Lease
LO (Conttd)T 32N « R 10W
3 sE/h, N/2 nw/b,
sE/l Nw/k, NE/L sw/h,
sw/lk sw/l
I T 328 - R 9W 360,00 E=3520 . State of Southern Union None Southern Union Gas
Tece 327 572 SsE/L, N/2 N/2, 5/10/50 New Mexico Gas Company Company All
sw/L Nw/L, SE/L NEfh, 10 yrs. 1234 A1l
sw/l sE/k
L2 T 32N - R 9W L0,00 E=3555=2 State of Pubco Development, Jo ®, Atkins, individually, Pubco Development,
/L NE/L 5/26/50 New Mexico Tnc, and as guardian of the es- Inc. A1l
10 yrs, 1234 A1 tate of Iulu H. Atkins, an
incompetent persone----1%%
L. T. Barringer and his
wife, Josephine D,
BArringere-eeeeee=----=3=3/L%
L3 T 32N - R 9W 40,00 F=3867 State of James Palmer James Palmer A1l
Tece 36: Ni/L sw/k 1/24/50 New Mexico
10 yrs. 1244 A1l
Lk T 32N - R SW 80,00 F=3948~3 State of Phillips Petroleum As to the Nw/L SE/L: Phillips Petroleum
Zecs 36t Ww/L sE/k, 8/2/50 New Mexico Company Mary . Lebo=e=cemweveee=l,0%  Company A1l
sE/h SE/L 10 yrs, 1232 A Charles B. oosmwwmmaa;u||r.mm
Total .
As to the SE/L SE/Ls
James C. NowWlinge=-eemee=1,0%
Charles B, GonsaleSe—--==l,0%
Total 5.02
LS T 32N - R W 10400 F=5116=1 State of Stanolind 01l and S. ©. Ponder and Stanolind 01il and Gs
Tec. 36t SE/L Sw/k L/6/51 New Mexico Gas Company T, Ro Brennande--------=5,0% Company Al
10 yrs, 1232 a1l
ué mmmwMHmﬂmmmv? 120,20 F=5167-1 State of Crace Hoxsey Crace Hoxsey  All
. SE/L, 9/51 New Mexico
se/l4 Nw/l, 10 yrs. 1232 A1l

se/L Ne/L
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Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and % Percentage of Record and Percentage
Term of
Lease
L7 T 31N - R 10W
Sec. 2: Ww/L sw/k 10,00 E-5318 State of Southern Union None Southern Union Gas
6/11/51 New Mexico Cas Company Company A1l
10 yrs. 1234 A1l
L8 T 31N - R 9W 360,88 E=-5381-1 State of Phillips Petroleum None Phillips Petroleum
Sec, 23 Lots m“ru q\HO\mH New Mexico Company Ccompany All
SE/L sE/L, w/2 10 yrs, 1234 A1l
se/k, s/2 Wi/l
w/2 sw/l
L9 T 32N = R 9W 320.00 E-5382 State of The Texas Company  None The Texas Company All
Sec, T ow/L NE/L 7/10/51 New Mexico
Sec. 323 NE/L NE/L 10 yrs. 1239 A1l
Sec. 36: Nw/L Sw/L
T 31N = R 9W
Sec. 16t Sw/L NE/L,
sw/L Nw/L,
N/2 sw/L, sw/k sw/L
50 T 31N = R W 40,00 E-5L6l-1 State of Phillips Petroleum None Phillips Petroleum
Sec. 23 or/L sw/L 8/10/51 New Mexico Company Company All
10 yrs. 1232 11
31 T 31N - R 9W 320,51 E-5843 State of El Paso Natural None El Paso Natural Gas
Sec. 21 Lot 1, NE/L 12/10/51 New Mexico Gas Company Company A1l
sE/L 10 yrs. 1234 11
T 31N - R 10W
mmo. Mu wm“m ﬁ\rv
SE/lx WW/k
T 32N « R 9W

Sec, 162 zﬂ\r
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sw/l, Nw/L sw/k

EXHIBIT "B*
SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO
Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Nate and & Percentage of Record and Percentage
Term of
Lease
52 T3IN-RSW 160,00 B=10603-1 State of Clara M, Allen Clara M. Allen All
Sec. 16: N/2 N/2 9/8/L3 New Mexico
10 yrs., 1232 All
53 T 31N - R SW 120,45 B-10938-L40 State of Phillips Petroleum Jirmie R. Phillips Petroleum
Bec. 2: Lot 3 1/19/Lk New Mexico Company Henderson 5% Company All
Sec. 16: N/2 sE/k 10 yrs. 1237 A1l
sk T 32N = R 9W 10,00 B=11122-1 State of Standard 0il None Standard 0il Company
Sec, 16: SE/L NE/L 3/20/ul New Mexico Company of Texas of Texas A1l
10 yrs. 123% A1l
55 T 31N - R 10W 40,00 B-11124-26 State of El Paso Natural ROy A. Gillaspie~~—-wee===2,5% To Base of Mesaverde
Sec. 2t ow/L SE/L 3/21/uL New Mexico Gas Company Formation-Gas Rights:
10 yrs. 1233 All El Paso Natural Gas
Company All
0il Rights:
PeIhI 01l Corporation
All
Below Base of Mesaver
Formation )
DeIhT 01l Corporation
A1l
56 T 32N - R 9W 160,00 B-11125-28 State of Southern Union Harry Yukon and Southern Union Gas
Bec. 16t WW/L sE/L, 3/21/Lk New Mexico Gas Company Lillian Yukong-=~-=-=e--==3,0% Company Al
E/2 sw/l 10 yrs, 1213 All his wife
sw/le sw/h
57 T 32N - R 9W L0.00 B=11125-l5 State of Phillips Petroleum L. HeineNeeeeewee-ceeeea23,04 Phillips Petroleum
Sec. 16t Nw/L NE/L 3/21/LL New Mexico Company Company A1l
10 yrs. 1233 All
58 T 32N - R 10W
Sec. 35: ow/L NE/L, 240.00  B-11127-1  State of Standard 01l None Standard 0il Company
w/2 sE/l, 3/2L/hk New Mexico Company of Texas of Texas All
sw/lL nw/L, SE/bL 10 yrs 1237 a1l
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SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MFXTCO

Tract Description No, of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
59 T 31N - R 10W 40,00 B=11138-8 State of Delhi 011 None To Base of Mesaverde
Sec. 2t SE/L SE/L L/6/uL New Mexico Corporation Formation-Gas RigNts:
10 yrs, 1237 A1 FEl Paso Natural Cas
Company All
01l Rights:
De 0 Corporation
Al
Below Base of Mesaverde
FTormation
Delhi 011 Corporation
A1l
60 T 31N - R 10W 120,00 B=11133-21 State of Phillips Petroleum M. P. Carrow & Phillips Petroleum
Sece 2t SW/L NE/L, L/6/ubL New Mexico Company Ruth F. Carrowee-«ee---3,09 Company A1l
s/2 sw/h 10 yrs. 1232 A1l
61 T 31N - R 10W Lo L9 Bel1133-22 State of Phillips Petroleum None Phillips Petroleum
Sec, 21 Lot 3 L/6/LL New Mexico * Nompany Company A11
10 yrs, 1234 A1l
62 T 32N - R 10W 110,00 B=11318-12 State of Albucueroue We Po Sommerse----10,9375% Albuquerque
Sec. 361 SE/L NE/L 6/26/L New Mexico Associated 01l only until $200,00 per Associated 011
10 yrs, 1234 A1l fompany acre received Company A1l
63 T 31N - R 10W Lo, L3 B=11370-30 State of Phillips Petroleum Anna Pursiainen Wanttinen Phillips Petroleum
Sec, 23 Lot 2 7/3/Lk New Mexico Company & Bror R, Wanttinen------3,0¢ Company ALl
10 yrs, 1242 AN

State Tracts L,483,68 acres or 12,938263% of

Unit Area



Page 15

EXHIBIT "B%
. SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO
Tract  Description Number Number, Basic Royalty Lessee of Record ORRI and Working Interest
No. of Acres Date and and Percentage Percent- and Percentage
Term of age
Lease
6L T 32N - R 9W 160,00 3/23/51 Marcellus Linn Phillips Petroleum Company None Phillips Petroleum
Sec. 1hL: wW/2 NW/L, 10 yrs. Blancett & Violet Company A1l
SE/L Nw/L, M. Blancett, his wife 12% All
NE/L sw/L
65 T 32N - R 9W 200,00 3/23/51 Richard Blancett and Phillips Petroleum Company None Phillips Petroleum
Sec. 22: SW/L SW/k 10 yrs. Myrtle Blancett, his wife 6,2500000% Company A1l
Sec. 27z N/2 N/l N. Spatter 1,3671875%
SE/L NW/L, Joe D. Bolan and
NE/L SW/L Emil L, Bolan 39062508
Hattie L. Crocker - 7812500%
Xemina Shiershke and
Richard Shiershke 1.5625000%
Arthur E. Schuppan «3906250%
S. W. Halbert .3906250%
Lydia M. Ritter .1953125%
Vic H. Starr and
Helene L. Starr +3906250%
Arne S. Maki «3906250%
Lorin Welden and '
Evelyn E., Welden «3906250%
Total TZ.5000000%
654 T 32N - R 9W 120.00 3/23/51 Wood River 0il & Re- None Wood River 0il &
Sec. 27: Wa/L NE/L, 10 yrs. fining Co., Inc, 3/L Refining Co.,Inc. 3/l
s/2 NE/L Richard Blancett and Claude R, Lambe 1/h Claude R. Lambe 1/l
Myrtle Blancett, his wife 6,2500000%
N. Spatter 1,3671875%
Joe D. Bolan and
Emil L. Bolan «3906250%
Hattie L. Crecker . 7812500%
Xemina Shiershke and
Richard Shiershke 1.5625000%
Arthur E. Schuppan «3906250%
S. W. Halbers «3906250%
Lydia M. Ritter .1953125%
Vic H. Starr and
Helene L. Starr «3906250%
Arne S. Maki +3906250%
Lorin Welden and
Evelyn E. Welden «3906250%

8/3/53 Total TZ.S000000%
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EXHIBIT "B"
SAN JUAN UNIT 32-9 SAN JUAN COUNTY, NEW MEXICO
Tract Description No. of Number, Basic Royalty Lessee ORRI and Percentage Working Interest
No. Acres Date and & Percentage of Record and Percentage
Term of
Lease
66 T 32N - R 9W 321,05 7/2L/52 Marcellus Linn Albuguerque Associ-  None Albuquerque Associatec
Sece Lz Tot L 5 yrs. Blancett & Violet M. ated 0il Company 0il Company K11
Sece 5: Lots 1 & 2 Blancett 123% A11
Sec. 33: NW/L SE/L, sw/L
67 T 31N - R SW 320.00 7/2L/52 Robert L. Gaston & Albuquerque Associ-~ None Albuquerque Associatec
Sec. Lz Sw/L sw/l 5 yrs.  Edith Gaston  6,250% ated 0il Company 0il Company Al
Sec. 5: SE/L SE/L, Jake Moss &
s\w mM\vu E/2 sw/l, Helen Mess 5,250%
NW/ L Sw/L aome 12.500%
Sec. 6: NE/L SE/L
68 T 31N - R 10W 160,00 Stanolind 01l Stanolind 0il & Gas
Sec. 1Lz E/2 sw/L, & Gas Company Company Al]
sw/l W/l

# Held by option.

7/23/53

S PATENTED TRACTS - 1,281.05 acres or 3.6966L2% of Unit Area

Land

.wona%mw
State
Patented

TOTAL OF UNIT AREA

Percentages

Acres in Unit of Unit Area
28,889.69 83.365095%
L, 183,68 12,938263%
1,281.05 3.6966L2%
3kL,65L, 142 100.000000%

Upon exercise of option working interest will be as shown.



