
CERTIFICATION-DETERMINATION 

Pursuant t o the authority vested i n the Secretary of the I n t e r i o r , under 
the Act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. 
sec 181, et seq., and delegated t o the Authorized Officer of the Bureau of 
Land Management, under the authority of 43 CFR 3105, I do hereby; 

A. Approve the attached agreement for the development of operation 
of the Rock Mesa Unit Area, Sandoval County, New Mexico. This Approval 
sha l l be i n v a l i d &b i n i t i o i f the public i n t e r e s t requirement under Sec. 
3183.4(b) of t h i s T i t l e i s not met. 

B. C e r t i f y and determine that the u n i t plan of development and 
operation contemplated i n the attached agreement i s necessary and 
advisable i n the public interest for the purpose of more properly 
conserving the natural resources. 

C. C e r t i f y and determine that the d r i l l i n g , producing, r e n t a l , 
minimum royalty and royalty requirements of a l l Federal leases committed 
to said Agreement are hereby established, altered, changed or revoked to 
conform with the terms and conditions of t h i s agreement. 

Dated: 

Contract No: NM NM 88298X 

NMOCD Examiner Hearing 
October 29, 1992 
A p p l i c a t i o n o f M e r r i o n O i l & Gas 
Case #10576 
E x h i b i t # 2 of 5 
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STATE/FEDERAL/FEE 
EXPLORATORY UNITS 

UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 

POTF MRfiA UNIT AREA 

COUNTY OF SANDOVAL 

STATE OF NEW MEXICO 

NO. 

THIS AGREEMENT, *nur*d into aa of th* 1s t dty of October 19 92 - . by ind 
between th« panic* subscribing, citifying, or consenting hereto, and herein referred to at tha 'partial hereto*, — 

WITNESSETH; 

WHEREAS, th* partiea hart to are tha owner* of working, royalty or other oil and gaa intereata in the unit are* aubject to thia 
agreement; and 

WHEREAS, the Mineral Letting Act of February 25, 1920, 41 Statute 437, tt amended 30 U.S.C. Section 181 et. acq., authorize! 
Federal letteei ind their representative! to unite with etch other, or jointly or separately with others, in collectively adopting and operating a 
unit plan of development or operations of any oil and 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 th* Interior to be neceeaary or advisable in the 
public inter*«; and 

WHEREAS, the Commissioner of Public Lands of th* State of New Mexico is authorized by sn Act of the Legislature (Section 19-10-
45, 46, 47 NM Statutes 1978 Annotated) lo consent to or approve this agreement on behalf of the Slate of New Mexico, insofar aa it cover* and 
includaa landt and mineral interest of tht Stat* of N«w Mexico-, and 

WHEREAS, the OU Contervation Division of the New Mexico Energy and Minerals Department, hereinafter referred to as 
'Division', it authorized by an act of th* Legislature (Chapter 70 and 71, NM Statutes 1978 Annotated) to approve this agreement and the 
conservation provision* h«r*of; and 

WHEREAS, the parties hereto hold sufficient interests in the Rock Mesa Unit Are* covering 
the land hereinafter described to give reasonably tffectiv* control of opentiona therein; and 

WHEREAS, it is the purpose of the parties hereto to conserve natural resources, prevent watt*, and secure other benefit* obtainable 
through development and operation of the area aubject to thia agreement under the terms, conditions, and limitations hereto aet forth; 

NOW, THEREFORE, in consideration of the premiacsand the promises herein contained, the partiea hereto commit lo this agreement 
their respective interest* in the below-defined unit area, and agree severally among themselves aa followa: 

I. ENABtrNG ACT AND REGULATIONS. The Mineral Letting Act of February 25, 1920, at amended, supra, and til vttid 
pertinent regulations including operating and unit plan regulationi. heretofore itsucd thereunder or valid, pertinent and reasonable regulations 
hereafter issued thereunder ere sccepted snd made s pert of this sgreemenl ss to Federal Lands, provided such regulation* are not inconsistent 
with the terms of thii agreement; and as to non-Federal lands, the oil and gas operating regulations in effect aa of th* effective date hereof 
governing drilling and producing operations, not inconsistent with the terms hereof or the lawa of the Stale in which the non-Federal land is 
located, are hereby accepted and made a part of thia agreement. 

? . Jhe..atea, specified on the map, attached hereto and marked Exhibit "A" i s 
hereby designated 

Townahip n̂»ny. — .N.M.P.M. and recognized as 
J"- " con s t i t u t i n g the unit 

area. 
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Containing _ 10.823.16 acree, more or leu. 

Exhibit 'A' shows, in addition to the bour. -»ry of the unit tret. - e boundari** end identity of trteu tnd lutes in teid tree to the 
extent known to the Unit Operator. Exhibit 'B ' attached hereto ia a acheduie ihowing to the extent known to the Unit Operator, the tcretge, 
percentage, and kind of ownership of oil and gaa interests in al) landa in the unit area. However, nothing herein or in Exhibit* "A" and ' B" 
shall be construed at t representation by any pany hereto a* to th* ownership of any intereat other than such interest or interests si sr* shown 
in th* Exhibit* ai owned by tuch pany. Exhibit* 'A' and 'B ' shall be revised by the Unit Operator whenever change* in the unit area or in 
the ownership interests in the individual tracts render tuch revision necesury, or when requested by the Authorized officer, hereinafter referred 
to as *AO\ or when requeued by the Commissioner of Public Lands of the Sui* of New Mexico, hereinafter referred to ti 'Land 
Commiitioner", tnd not leas ihsn four (4) copies of the revised Exhibits shall be filed with the proper Bureau of Land Management office, and 
one (1) copy thereof ahall bt filed with the Land Commissioner, snd one (1) copy with the New Mexico Oil Conservation Division of th* Energy 
and Minerals Depsnmem, hereinafter referred to ss 'Division'. 

The tbove-detcribed unit *r*a ahall, when practicable, be expanded to include therein eny additional land* or ahall be contracted to 
•xctud* lands whenever such txpsnsion or contraction is deemed to be n*c«ts*ry or advisable to conform with the purpoee* of thit igreemtnt. 
Such *xpan*ion or contraction ahall be affected in th* following manner: 

(t) Unit Operator, on it* own motion (tfter preliminary concurrence by the AO), or on demand of the AO, or the Land Commissioner 
(sfter preliminary concurrence by the AO snd the Lsnd Commissioner) shall prepare a Notice of Proposed Expanaion or Contraction describing 
the contemplated changes in the boundsries of the unit ere*, the reasons therefore, any plan* for additional drilling, and the proposed effectiv* 
dit* of th* experuion or contraction, preferably the first day of * month subsequent to th* date of notice. 

(b) Ssid notice shall be delivered to the proper Bureau of Land Management office, the Land Commiaaioner and the Division, snd 
copies thereof mailed lo the last known addraaa of each working interest owner, lessee and lessor whose interest are affected, advising that 30 
days will be allowed for submission lo the Unit Operator of sny objections. 

(c) Upon expiration of the 30-day period provided in the preceding item (b) hereof. Unit Operator shall file with the AO, the Land 
Commissioner and the Diviiion, evidence of mailing of tha Notice of Expansion or Contraction and a copy of any objections thereto which hsve 
been filed with Unit Operator together with an application in triplicate, for approval of such expanaion or contraction and with »ppropn*t* 
joinder*. 

(d) After du* consideration of *ll pertinent information, the expansion or contraction ahall, upon approval by th* AO, th* Land 
Commiaaioner and the Division, become effectiv* is of th* date prescribed in the notice thereof or tuch other appropriate date. 

(c) NorwithtUnding any prior elimination under the 'Drilling to Discovery* seclion, til legtl subdivisions of landa (i.e., 40 acres 
by Government survey or iu nearest lot or met equivslent; in instances of irregular surveys, unusually large lota or tracts shall be considered 
in multiples of 40 seres or the nearest aliquot equivalent thereof), no pan* of which are entitled to be in a participating area on or before the 
fifth anniversary of the effective d*l* of th* first initial participating area established under this unit agreement, ahall be eliminated automatically 
from this agreement, effective as of uid fifth anniversary, tnd tuch land* ahall no longer be t pin of the unit ere* end shall no longer be subject 
to this agreement, unless diligent drilling operation* are in progress on unitized landa not entitled to panicipation on aaid fifth anniversary, in 
which event all such Isnds shall remain aubject hereto for so long ss such drilling operations sre continued diligently, with not more then ninety 
(90) days' time elapsing between th* completion of one such well and the commencement of th* next auch well. All legal subdivisions of lands 
not entitled to be in a participating area within ten (10) years tfter the effective dale of the first initial participating area approved under this 
sgretmem ahall be sutomaiically eliminated from this sgretment as of said tenth anniversary. The Unit Operator shall, within ninety (90) days 
after the effective dale of any elimination hereunder, describe the area so eliminated to the satisfsction of the AO and Land Commissioner snd 
promptly notify sll psnies in interest. All landa reasonably proved productive of unitized substances in paying quantities by diligent drilling 
operation* tfter the aforesaid 5-year period ahall become panicipating in the same manner aa during uid first 5-year period. However, when 
such diligent drilling operauoni ceau, all non-panicipaung landa not then entitled to be in t participating area ahall be automatically eliminated 
effectiv* aa of th* 91st day thereafter. 

Any expansion of the unit area pursuant to thit section which embraces Isnds theretofore eliminated pursuant to thia Subsection 2ft) 
shall not be considered automatic commitment or recommitment of such lands. If conditions warrant extension of the 10-year penod specified 
in this subsection, s single extension of not to exceed two (2) yesrs may be accomplished by consent of the owners of 90* of ihe working 
interests in ihe current non-participating unitized Isnds and ihe owners of 60% of the bssic royally interests (exclusive of lhe basic royalty 
interest* of ihe United States) in non-psnicipaiing unitized landa with approval of the AO tnd the Lsnd Commissioner provided such extension 
application is submitted not Ister than sixty (60) days prior to th* expiration of uid 10-year period. 

Please refer to Pg. 2a, attached hereto. 
3. UNITIZED LAND AND UNITIZED SUBSTANCES. *11 land new er hiraarW sammiite* ta uY- g riinl iht" ' ' 

land referred to herein at 'unitized land* or 'land sublet in ihis . f lr . i - i i . i - * ll nm yn ... . „ v ,~A .Ii t w . . ; ^ ~f , ^ " \ ^ , „ . A | r H m 

e«HtpnWW8ffvn ttwni ef thit urasmam tnd K»r»in ar* tailed 'unmeet luhitanaei'. 
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Page 2a Insert 

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter 
committed to this agreement shall constitute land referred to herein as "unitized land" or "land 
subject to this agreement," excepting the Entrada formation of the lands dedicated to the Media 
Entrada Unit approved October 10, 1975, numbered 14-08-0001-14269 to wit: """" 

Township 19 North. Range 3 West 
Section 14: SW/4, S/2 NW/4 
Section 15: S/2 NE/4, SE/4 
Section 22: N/2 NE/4 NE/4 
Containing 500 acres, more or less 
Sandoval County, New Mexico 

C-SlateUnilAsrl'gZa -082492 
2a 



4. UNIT OPERATOR. Merrion Oil & Gas Corporation h e r e b y d e , i g n i t e d M U n i t operator and by 
signature hereto aa Unit Operator agree* and consent* to accept the duties and obligation* of Unit Operator for the discovery, development, and 
production of unitized •ih***ncf» aa herein provided. Whenever reference is made herein to the Unit Operator, such reference means the Unit 
Operator acting in the capacity and not aa an owner of interest in unitized substances, and the term "working interest owner" when used herein 
shall include or refer to Unit Operator a* the owner of a working interest only when such an interest i* owned by it. 

5. RESIGNATION 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 resignation shall not become effective so a* to release Unit Operator from the 
dutiea and obligation* of Unit Operator and terminate Unit Operator'* right* a* such for a period of six (6) month* after notice of intention to 
resign ha* been aerved by Unit Operator on all working interest owners and the AO and the Land Commiaaioner and the Division, and until all 
well* then drilled hereunder are placed in a satisfactory condition for suspension or abandonment, whichever i* required by the AO a* to Federal 
landa and the Division aa to State and fee landa, unlea* a new Unit Operator ahall have been selected and approved and ahall have taken over 
and assumed the duties* and obligation* of Unit Operator prior to the expiration of aaid period. 

Unit Operator shall have lhe right to resign in like manner and subject to like limitation* aa above provided at any time after a 
participating area rstahliahrri hereunder is in existence, but in all instance* of resignation or removal, until a successor Unit Operator i* selected 
and approved aa hereinafter provided, the working interest owner* shall be jointly responsible for performance of the dutiea of Unit Operator, 
and ahall not later than thirty (30) daya before such resignation or removal become* effective appoint a common agent to represent them in any 
action to be taken hereunder. 

The reaignition 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 obligation* hereunder, be aubject to removal by 
the same percentage vote of the owner* of working interest* a* herein provided for the selection of a new Unit Operator. Such removal ahall 
be effective upon notice thereof to the AO and the Land Commiaaioner. 

The resignation or removal of Unit Operator under this agreement ahall not terminate its right, title, or interest as the owner of s 
working interest or other interest in unitized substance*, but upon the resignation or removal of Unit Operator becoming effective, such Unit 
Operator shall deliver possession of all well*, equipment, material*, and appurtenance* used in conducting the unit operations to the newly 
qualified successor Unit Operator or to the common agent, if no such new Unit Operator is selected, elected, to be used for the purpose of 
conducting unit operationt hereunder. Nothing herein shall be construed a* authorizing removal of any material, equipment, or appurtenances 
needed for the preaervation of any wella. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his or iu resignation aa Unit Operator or shall be 
removed a* hereinabove provided, or a change of Unit Operator a* negotiated by the working interest owner*, the owner* of the working interests 
according to their respective acreage interest in all unitized land (hall, pursuant to the approval of the parties requirements of the unit operating 
agreement, select * successor Unit Operator. Such selection shall not become effective until: 

(a) a Unit Operator so (elected shall accept in writing the duties and responsibilities of Unit Operator, and 

(b) the selection shall have been approved by the AO and approved by the Land Commissioner. 

If no successor Unit Operator i* selected and qualified aa herein provided, the AO and the Land Commiaaioner, at their election may 
declare thi* unit agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator i* not the sole owner of working 
interests, cost* and expense* 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 by and between the Unit Operator and the 
owner* of working interests, whether one or more, separately or collectively. Any agreement or agreements entered into between the working 
interest owner* and the Unit Operator aa provided in thia section, whether one or more, are herein referred to aa the "unit operating agreement*. 
Such unit operating agreement shall also provide the manner in which the working interest owner* 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 and obligations aa 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 ahall be deemed either to modify any of the terms 
and conditions of this unit agreement or to relieve the Unit Operator of any right or obligation established under this unit agreement, and in case 
of any inconsistency or conflict between this agreement and the unit operating agreement, this agreement shall govern. Two copies of any unit 
operating agreement executed pursuant to this section shall be filed in the proper Bureau of Land Management office and one true copy with 
the Land Commissioner, and one true copy with the Division prior to approval of this unit agreement. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically provided herein, the exclusive right, 
privilege, and duty of exercising any and all rights of the parties hereto which are necessary or convenient for prospecting for, producing, 
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storing, allocating, and distributing the unitized substances are hereby delegated to and ahall be exercised by the Unit Operator aa herein 
provided. Acceptable evidence of title to said right* shall be deposited with Unit Operator and, together with thi* agreement, shall constitute 
and define the rights, privileges, and obligation* 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 thi* agreement the Unit Operator, in ita capacity a* Unit Operator, ahall 
exercise the rights of possession and uae vested in the parties hereto only for the purposes herein specified. 

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date hereof, the Unit Operator shall commence to drill 
an adequate test well at a location approved by the AO, if on Federal land, or by the Land Commiuioner, if on State land, and by the Division 
if on Fee land, unless on such effective date a well is being drilled in conformity with the terms hereof, and thereafter continue such drilling 
diligently until the entire Mancos interval j,„ tegted o r until ,t , ietier d e p t h ^10*4 
substance* shall be discovered which can be produced in paying quantities (to-wit: quantities sufficient to repay the cosu of drilling, completing, 
and producing opentiona, with a reasonable profit) or the Unit Operator ahall at any time establish to the satisfaction of the AO if on Federal 
land, or the Land Commissioner if on Sute land, or the Division if located on Fee land, that further drilling of said well would be unwarranted 
or impracticable, provided, however, that Unit Operator ahall not in any event be required to drill said well to a depth in excess of 

3 , 700 feet. Until the discovery of unitized substtnees capable of being produced in paying quantities, the Unit Operator shall 
continue drilling one weU al a time, allowing not more than six (6) months between the completion of one well and the commencement of drilling 
operation* for the next well, until a well capable of producing unitized substances in paying quantitiea ia completed to the satitfaction of the AO 
if it be on Federal land or of the Land Commissioner if on SUte land, or the Division if on Fee land, or until it is reasonably proved that the 
unitized land is incapable of producing unitized substances in paying quantities in the formations drilled hereunder. Nothing in this section shall 
be deemed to limit the right of the Unit Operator to resign aa provided in Section 5 hereof, or aa requiring Unit Operator to commence or 
continue any drilling during the period pending such resignation becoming effective in order to comply with the requiremenu of thi* tection. 

The AO and Land Commissioner may modify any of the drilling requiremenu of this section by granting reasonable extensions of 
time when, in their opinion, such action is warranted. 

Upon failure to commence any well as provided for in this section within the time allowed, prior to the establishment of a participating 
area, including any extension of time granted by the AO and the Land Comminioner, thi* agreement will automatically terminate. Upon failure 
to continue drilling diligently any well commenced hereunder, the AO and the Land Commissioner may, after fifteen (15) days notice to the Unit 
Operator, declare tht* unit agreement terminated. The parties to this agreement may not initiate a request to volunurily terminate thi* agreement 
during the first six (6) months of iu term unless st least one obligation well has been drilled in accordance with the provisions of this section. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after completion of a weU capable of 
producing unitized substances in paying quantities, the Unit Operator shall submit for the approval of the AO, the Land Commissioner and 
Division, an acceptable plan of development and operation for the unitized land which, when approved by the AO, the Land Commissioner snd 
Division, shall constitute the further drilling and development obligation* of the Unit Operator under this agreement for the period specified 
therein. Thereafter, from time to time before the expiration of any existing plan, the Unit Operator shall submit for the spprovsl of the AO, 
the Land Commissioner and Division a plan for an additional specified period for the development and operation of the unitized land. Subsequent 
pltn* should normally be filed on a calendar year bait* not later than March 1 each year. Any proposed modification or addition to the existing 
plan should be filed a* a supplement to the plan. 

Any plan submitted pursuant to this section shall provide for the timely exploration of the unitized area, and for the diligent drilling 
necessary for determination of the area or areas capable of producing unitized substances in paying quantitiea in each and every productive 
formation. Thi* plan ahall be a* complete and adequate aa the AO, the Land Commissioner and Division 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 location* of any well* to be drilled and the proposed order and time for such drilling; and 
(b) provide a summary of operations and production for the previous year. 

Plana shall be modified or supplemented when necessary to meet changed conditions or to protect the interesu of all parties to this 
agreement. Reasonable diligence ahall be exerciaed in complying with the obligationa of the approved plan of development and operation. The 
AO and the Land Commissioner are authorized to grant a reasonable extension of the 6-month period herein prescribed for submission of an 
initial plan of development and on operation where such action is justified because of unusual conditions or circumauncei. 

After completion of a well capable of producing unitized subsunces in paying quantities, no further wells, except such as may be 
necessary to afford protection against operation* not under thii agreement and such as may be specifically approved by the AO, the Land 
Commissioner and Division, shall be drilled except in accordance with an approved plan of development and operation. 

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing unitized subsUnce* in paying 
quantitiea, or a* soon thereafter as required by the AO, the Land Commissioner or the Division, the Unit Operator shall submit for approval 
by the AO, the Land Commissioner and Division, a schedule, based on subdivisions of the public-land survey or aliquot part* thereof, of all 
land then regarded a* reasonably proved to be productive of unitized substances in paying quantitiea. These lands shall constitute a participating 
area on approval of the AO, the Land Commissioner and Division, effective ss of the date of completion of such well or the effective date of 
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this unit sgreement, whichever is later. The acreages of both Federal and non-Federal lands shall be based upon appropriate computations from 
the courses and distanre* shown on the last approved public-land survey ss of the effective date of each initial participating area. The schedule 
shall also set forth the percentage of unitized substances to be allocated, as provided in Section 12 to each committed tract in the participating 
area ao established, and ahall govern the allocation of production commencing with the effective date of the participating area. A different 
participating area ahall be established for each separate pool or deposit of unitized substances or for any group thereof which is produced as s 
single pool or zone, and any two or more participating areas so established may be combined into one, on approval of the AO, the Land 
Commissioner and the Division. When production from two or more participating areaa ia subsequently found to be from a common pool or 
deposit, the participating areaa ahall be combined into one, effective aa of such sppropriste date aa may be approved or prescribed by the AO, 
the Land Commiaaioner and Division. The participating area or areas so established shall be revised from time to time, subject to the approval 
of the AO, the Land Commissioner, and Division to include additional landa then regarded as reasonably proved to be productive of unitized 
substances in paying quantitiea or which are neceaaary for unit operations, or to exclude lands then regarded aa reasonably proved not to be 
productive of unitized snbstsnces in paying quantities, and the schedule of allocation percentages shall be revised accordingly. The effective date 
of any revision shall be the first of the month in which the knowledge or information is obtained on which such revision is predicated; provided, 
however, that a more appropriate effective date may be used if justified by the Unit Operator and approved by the AO, the Land Commissioner 
and Division. No land shall be excluded from a participating area on account of depletion of itt unitized substances, except that any participation 
area established under the provisions of this unit agreement shall terminate automatically whenever all completions in the formation on which 
the participating areaa is based are abandoned. """Please r e f e r to Pg . 5a a t t a c h e d h e r e t o . 

It is the intent of this section that a participating area shall represent the area productive of unitized substances known or reasonably 
proved to be productive in paying quantities or which are necessary for unit operations; but, regardless of sny revision of the participating area, 
nothing herein contained ahall be construed aa requiring any retroactive adjustment for production obtained prior to the effective date of the 
revision of the participating area. 

In the absence of agreement at any time between the Unit Operator and the AO, the Land Commiaaioner and Diviaion, aa to the proper 
definition or redefinition of a participating area, or until a participating area has, or areaa have, been established, the portion of all paymenta 
affected thereby shall, except royalty due the United States and the State of New Mexico, be impounded in a manner mutually acceptable to the 
owners of committed working interests snd the AO and the Land Commissioner. Royalties due to the United States and the State of New Mexico 
shall be determined by the AO for Federal landa and the Land Commiaaioner for the State landa and the amount thereof ahall be deposited, as 
directed by the AO and the Land Commissioner until a participating area ia finally approved and then adjusted in accordance with a determination 
of the sum due as Federal royalty on the basis of such approved participating area. 

Whenever it is determined, subject to the approval of the AO, the Land Commissioner snd the Division, that a well drilled under this 
agreement is not capable of production of unitized subsunces in paying quantitiea and inclusion in a participating area of the land of which it 
ia situated in a participating area is unwarranted, production from such well shall, for the purposes of settlement among all parties other than 
working interest owners, be allocated to the land on which the well ia located, unleaa such land is already within the participating area established 
for the pool or deposit from which such production is obuined. Settlement for working interest benefiu from such a nonpaying unit well shall 
be made as provided in the unit operating agreement. 

12. ALLOCATION OF PRODUCTION. All unitized subsunces produced from each participating area esublished under this 
agreement, except any part thereof used in conformity with good operating practices within the unitized area for drilling, operating, and other 
production for development purposes, for repressuring or recycling in accordance with a plan of development and operations which has been 
approved by the AO, the Land Commissioner and Division, 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 esublished for such production. For the purpose of determining any benefiu 
accruing under this agreement, each such tract of unitized land shall have allocated to it such percenuge of said production as the number of 
acres of such tract included in said participating area bears to the toul acres of unitized land in said participating area, except that allocation of 
production hereunder for purposes other than for settlement of royalty, over-riding royalty, or payment out of production obligations of the 
respective working interest owners, shall be on the basis prescribed in the unit operating agreement whether in conformity with the basis of 
allocation herein set forth or otherwise. It is hereby agreed that production of unitized subsunces from a participating area shall be allocated 
aa provided herein regardless of whether any wells are drilled on any particular part or tract of the 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 the latter 
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 ahall be so produced for sale and such gas shall be allocated to the participating area from which initially produced as such area was 
defined st the time of such initial production. 

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any party hereto owning or 
controlling the working interest in any unitized land having thereon a regular well location may with the approval of the AO and the Land 
Commissioner, and the Division at such party's sole risk, cosu, and expense, drill a well to Ust sny formation provided the well is outside any 
participating area established for that formation, unleaa within ninety (90) days of receipt of notice from said party of his intention to drill lhe 
well, the Unit Operator elecU and commences to drill the well in a like manner as other wells are drilled by the Unit Operator under this 
agreement. 

If any well drilled under thia section by a working interest owner resulu in production of unitized subsunces in paying quantitiea such 
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Determination as to whether a well completed within the unit area prior to the effective 
date of this agreement is capable of producing unitized substances in paying quantities shall be 
deferred, until an initial participating area is established as the result of the completion of a well 
for production of unitized substances in paying quantities in accordance with Section 9 hereof. 
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that the land upon which it is tituated may properly be included in a participating area, tuch participating area ahall be established or enlarged 
as provided in this agreement and the well shall thereafter be operated by die Unit Operator in accordance with the terms of this agreement and 
the unit operating agreement. 

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

14. ROYALTY SETTLEMENT. The United States and any State and any royalty owner who is entitled to take in kind a share of 
the substances now uiritrred hereunder shall hereafter be entitled to the right to take in kind its share of the unitized substances, and Unit 
Operator, or the working interest owner in case of the operation of a well by a working intereat owner as herein provided for in special cases, 
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 therefore under existing contracts, laws and regulations, or by 
the Unit Operator on or before the last day of each month for unitized substances produced during the preceding calendar month; provided, 
however, that nothing in this section shall operate to relieve the lessees of sny land from their respective lease obligations for the payment of 
any royalties due under their leases. 

If gas obtained from lands not subject to this sgreement is introduced into any participating area hereunder, for use in repressuring, 
stimulation of production, or increasing ultimate recovery in conformity with a plan of development and operation approved by the AO and the 
Land Commissioner and the Division, a like amount of gas, after settlement ss herein provided for any gaa transferred from sny other 
participating area and with appropriate deduction for loss from sny cause, may be withdrawn from the formation into which the gas is introduced, 
royalty free as to dry gas, but not as to any products which may be extracted therefrom; provided that such withdrawal shall be at such time 
ss may be provided in the approved plan of development and operation or aa may otherwise be consented to by the AO snd the Land 
Commissioner and the Division aa conforming to good petroleum engineering practice; and provided further, that such right of withdrawal ahall 
terminate on the termination of this unit sgreement. 

Royalty due the United States ahall be computed aa provided in 30 CFR Group 200 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 aa provided in Section 12 at the rates specified in the 
respective Federal lease, or at auch other rate or rates aa may be authorized by law or regulation and approved by the AO; provided, that for 
leaasa 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 aa though each participating area were a single consolidated lease. 

Royalty due on account of State landa shall be computed and paid on the basis of all unitized subsunces allocated to such lands. 

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed hereto shall be paid by appropriate working 
intereat owners under existing contracts, lawa, and regulations, provided that nothing herein contained ahall operate to relieve the leasees of sny 
land from their respective lease obligations for the payment of any rental or minimum royalty due under their leases. Rental or minimum royalty 
for landa of the United SUtea subject to this agreement shall be paid at the rate specified in the respective leases from the United SUtes unless 
such rental or minimum royalty ia waived, suspended, or reduced by lew or by approval of the Secreury or his duly authorized representative. 

Rentals on Sute of New Mexico landa aubject to thia agreement shall be paid at the rate specified in the respective leases. 

With respect to sny lease on non-federal land containing provisions which would terminate such lease unless drilling operations are 
commenced upon the land covered thereby within the time therein specified or rentals are paid for the privilege of deferring auch drilling 
operations, the rentals required thereby shall, notwithsUnding any other provision of this sgreement, be deemed to accrue and become payable 
during the term thereof aa extended by thia agreement and until the required drilling operations are commenced upon the land covered thereby, 
or until some portion of such land is included within s participating area. 

16. CONSERVATION. Operations hereunder and production of unitized subsunces shall be conducted to provide for the most 
economical and efficient recovery of aaid subsunces without waste, as defined by or pursuant to SUte or Federal Uw or regulation. 

Please refer to Pg. 6a attached hereto. 
17. DRAINAGE. ~VII NsafraflptaJll I lifl iill I 1 a • II H l P mmUj,m,li«\mmia n ijuwaqLjiawMeve^^j^aimrt-

to prevent drainage of unitized subsunces for unitized land by wella on l»ivt T «ihj^y^bj|a«j.^-^—^*»»wi«l*lwWM*^^^^r*^ii;^ „«• 
protective wells and which mav include the pavmeat̂ sAAtasaŝ BBWBŝ ^ »« determined by the AO, as to Federal leases 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions, snd provisions of all leases, subleases, 
snd other contracu relating to exploration, drilling, development, or operation for oil or gaa on landa committed to this sgreement are hereby 
expressly modified and amended lo die extent necessary to make the same conform to the provisions hereof, but otherwise to remain in full force 
and effect; and the parlies hereto hereby consent that the Secreury, as to Federal leasee and the Land Commissioner, ss to Sute lessee, esch 
by his approval hereof, or by the approval hereof by his duly authorized represenutive, shall and doea hereby establish, alter, change, or revoke 
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17. DRAINAGE. 

(a) The Unit Operator shall take such measures as the AO and Land 
Commissioner deems appropriate and adequate to prevent drainage of unitized substances from 
unitized land by wells on land not subject to this agreement, which shall include the drilling of 
protective wells and which may include the payment of a fair and reasonable compensatory 
royalty, as determined by the AO, as to Federal leases and the Land Commissioner, as to State 
leases. 

(b) In order to compensate the United States for drainage from any unleased 
Federal lands sharing a common pool or deposit with other land in the participating area, the 
value of 12 1/2 percent of the production that would be allocated to such Federal lands under 
Section 12 of this agreement, if such lands were leased, committed and entitled to participation, 
shall be payable as compensatory royalties to the Federal Government. Working interest owners 
of the participating area shall be responsible for such payment of compensatory royalty on the 
volume of production reallocated from the unleased Federal lands to their unitized tracts under 
Section 12. The value of such production subject to the payment of compensatory royalty shall be 
determined pursuant to 30 CFR Part 206. Payment of compensatory royalties on the production 
reallocated from unleased Federal land to committed Federal tracts within the participating area 
shall fulfill the Federal royalty obligation for such production and said production shall be subject 
to no further Federal royalty assessment under Section 14. Payment of compensatory royalties 
as provided herein shall accrue from the date the committed tracts in the participating area which 
includes unleased Federal lands receive a production allocation, and shall be due and payable 
monthly by the last day of the calendar month next following the calendar month of actual 
production. If leased Federal lands receiving a production allocation from the participating area 
become unleased, compensatory royalties shall accrue from the date the Federal lands become 
unleased. Payment due under this provision shall end when the unleased Federal tract is leased 
or when production of unitized substances ceases within the participating area and the 
participating area is terminated, whichever occurs first. 
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the drilling, producing, renal minimum royalty, and royalty requirement! of Federal and State leaaes committed hereto and the regulations in 
respect thereto to conform said requiremenu to the provisions of this agreement, and, without limiting the generality of the foregoing, all leases, 
subleases, and contracU ste particularly modified in accordance with the following: 

(a) The development and operation of landa 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 separately owned tract subject to this agreement, regardless of whether 
there is any development of any particular tract of thia unit area. 

(b) Drilling and producing operations performed hereunder upon any tract of unitized landa 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 wella situated on the land therein embraced. 

(c) Suspension of drilling or producing operations on all unitized lands pursuant to direction or consent of the AO snd the Land 
Commiaaioner, or hia duly authorized representative, shall be deemed to constitute such suspension pursuant to auch direction or consent as to 
each and every tract of unitized land. A suspension of drilling or producing operations limited to specified landa shall be applicable only to such 
landa. 

(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 SUtes snd SUte of New Mexico commmed to this agreement which, by iu terms might expire prior to the termination of 
thia agreement, ia hereby extended beyond any such terms so provided therein so that it shall be continued in full force and effect for and during 
the term of thia agreement. 

(e) Any Federal lease committed hereto shall continue in force beyond the term so provided therein or by law ss to the land 
committed so long ss such lease remains subject hereto, provided that production of unitized subsunces in paying quantitiea is esublished in 
paying quantities under this unit sgreement prior to the expiration date of the term of such lease, or in the event actual drilling operations are 
commenced on unitized land, in accordance with provisions of this sgreement, prior to the end of the primary term of such lesae and are being 
diligently prosecuted at that time, such lease shall be extended for two years, and ao long thereafter aa oil or gaa ia produced in paying quantities 
in accordance with the provisions of the Mineral Leasing Act, as amended. 

(f) Each sublease or contract relating to the operation and develop mem of unitized subsunces from landa of the United Sutea 
committed to thia agreement, which by iu terms would expire prior to the time at which the underlying lease, ss extended by the immediately 
preceding paragraph, will expire, ia hereby extended beyond any such term so provided therein so that it shall be continued in full force and 
effect for and during the term of the underlying lease aa such term is herein extended. 

(g) The segregation of any Federal lease committed to this sgreement is governed by the following provision in the fourth paragraph 
of Section 17 © of the Mineral Leasing Act, aa amended by the Act of September 1, 1960, (74 SUt. 781-784) (30 U.S.C. 226 (j)): 'Any 
(Federal) lease heretofore or hereafter committed to any such (Unit) plan embracing landa that are in part within and in part outside the area 
covered by any such plan shall be segregated into separate leaaes as to the lands committed and the landa not committed aa of the effective date 
of unitization. Provided, however that any such lease aa to non-unitized portion shall continue in force and effect for the term thereof, but for 
not leu than two years from the date of such segregation and ao long thereafter aa oil or gaa ia produced in paying quantities.' 

(h) In the event the Initial Test Well ia commenced prior to the expiration date of the shortest term Sute Lease within the Unit Area, 
any lease embracing landa of the SUte of New Mexico which ia made the subject to this agreement, shall continue in force beyond the term 
provided therein as to the landa committed hereto until the termination hereof. 

(i) Any lease embracing landa of the SUte of New Mexico having only a portion of iu lands committed hereto, ahall be segregated 
as to the portion committed and the portion not committed, and the terms of such lease shall apply separately to such segregated portions 
commencing aa the effective date hereof; provided, however, that notwithsUnding any of the provisions of this agreement to the contrary, such 
lease shall continue in full force and effect beyond the term provided therein as to all Isnds embraced in such lease, if oil or gas is being 
produced in paying quantitiea from some pert of the landa embraced in such lease at the expiration of the fixed term of such lease; or if, at the 
expiration of the fixed term, the lessee or the Unit Operator is then engaged in bona fide drilling or reworking opentiona on some pan of the 
landa embraced in such lease, then the ume aa to all lands embraced therein ahall remain in full force and effect so long ss such operations are 
being diligently prosecuted, snd if they result in the production of oil or gas, uid lease ahall continue in full force and effect aa to all the lands 
embraced therein, so long thereafter aa oil or gas in paying quantitiea ia being produced from any portion of uid landa. 

19. COVENANTS RUN WITH LAND. The covenanu herein shall be construed to be covensnu running with the land with respect 
to the interesu of the parties hereto snd their successors in interest until this agreement terminatea, and any grant, transfer or conveyance of 
interest in land or leaae subject hereto shall be and hereby is conditioned upon the assumption of all privileges and obligations hereunder by the 
grantee, transferee, or other successor in interest. No assignment 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, photosutic, or 
certified copy of die instrument of transfer. 
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20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval by the AO and the Land Commiasioner 
or their duly authorized representative and shall automatically terminate five (5) years from aaid effective date unless: 

(a) Upon application by the Unit Operator such date of expiration is extended by the AO snd the Land Commiaaioner, or 

(b) it is reasonably determined prior to the expiration of the fixed terms or any extension thereof that the unitized land ia incapable 
of production of unitized substances in paying quantities in the formations tested hereunder, snd after notice of intention to terminate this 
sgreement on such ground is given by the Unit Operator to all patties in interest at their last known addresses, this agreement is terminated with 
approval of the AO and the Land Commiasiooer, or 

(c) a valuable discovery of unitized substances in paying quantities has been made or accepted on unitized land during aaid initial term 
or any extension thereof, in which event Ibis sgreement shall remain in effect for such term and so long thereafter aa itnitiztd ttihetanrta can 
be produced as to Federal landa and are being produced aa to State landa in quantitiea sufficient to pay for the cost of producing same from wells 
on tinitiwd land within any participating area established hereunder. Should production ceaae and diligent drilling operations to restore 
production or new production are not in progress or reworking within sixty (60) days and production ia not restored or should new production 
not be obtained in paying quantitiea on committed landa within thia unit area, thia agreement will automatically terminate effective the last day 
of the month in which the last unitized production occurred; or 

(d) it ia voluntarily terminated aa provided in thia agreement. Except as noted herein thia agreement may be terminated at any time 
prior to the discovery of unitized substance* which can be produced in paying quantitiea by not less than 75 per centum, on an acreage basis, 
of the working interest owners signatory hereto, with the approval of the AO and the Land Commissioner. The Unit Operator shall give notice 
of any such approval to all parties hereto. Voluntary termination may not occur during the first six (6) month* of thi* agreement unleaa at least 
one obligation well shall have been drilled in conformance with Section 9. 

21. RATE OF PROSPECTINO, DEVELOPMENT, AND PRODUCTION. The AO ia hereby vested with authority to alter or modify 
from time to time, in hia discretion, the quantity and rate of production under thi* agreement when such quantity and rate are not fixed pursuant 
lo Federal or State law, or do not conform to any State-wide voluntary conservation or allocation program which is esublished. recognized, and 
generally adhered to by the majority of operators in such State. The above authority is hereby limited to alteration or modifications which are 
in the public interest. The public interest to be served and the purpose thereof, must be suted in the order of alteration or modification. Without 
regard to the foregoing, the AO is alao hereby vested with authority to alter or modify from time to time, in hia discretion, the rate of prospecting 
snd development and the quantity and rate of production under this agreement when such alteration or modification is in the interest of attaining 
the conservation objectives stated in this agreement and is not in violation of any applicable Federal or SUte Uw; provided, further, that no such 
alteration or modification shall be effective as to sny land of the SUte of New Mexico, as to the rate of prospecting and developing in the absence 
of the specific written approval thereof by the Commissioner snd alao to any landa of the SUte of New Mexico or privately owned land* aubject 
to thi* agreement aa to the quantity and rate of production in the absence of specific written approval thereof by the Division. 

Power* in the section vested in the AO shall only be exercised after notice to Unit Operator snd opportunity for hearing to be held 
not less than 15 days from notice. 

22. APPEARANCES. Unit Operators shall, after notice to other parties affected, have the right to appear for and on behalf of any 
and all interest sffected hereby before the Department of the Interior and the Commissioner of Public Land* and Division, and to appeal from 
orders issued under the regulations of said Department or Land Commiasioner and Division or to apply for relief from any of said regulations, 
or in any proceedings relative to operations before the Department or the Land Commissioner snd Diviaion or any other legally constituted 
authority; provided, however, that any other interested psrty shall also have the right at iu own expense to be heard in any such proceeding. 

23. NOTICES. All notices, demand*, or sutemenu required hereunder to be given or rendered to the partiea hereto ahall be in writing 
and shall be personally delivered to the party or parties, or sent by postpaid registered or certified mail, to the Ust known address of the party 
or parties. 

24. NO WAIVER OF CERTAIN RIGHTS. Nothing conuined in this agreement shall be construed a* a waiver by any party hereto 
of the right to assert any legal or conttitutional right or defense a* to the validity or invalidity of any Uw of the SUte where unitized landa are 
located, or of the United SUte*, or regulations issued thereunder in any way affecting such party, or a* a waiver by any such party of any right 
beyond his or iu authority to waive. 

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the Unit Operator to commence or continue drilling, 
or to operate on. or produce unitized subsunces from any of the landa covered by thi* agreement, ahall be suspended while the Unit Operator, 
despite the exercise of due care and diligence, i* prevented from complying with such obligations, in whole or in part, by strikes, scu of God, 
Federal, Sute, or municipal law or agencies, unavoidable accidenu, uncontrollable deUy * in tranaporution, inability to obuin necessary materials 
or equipment in open market, or other matter* beyond the reasonable control of the Unit Operator whether aimiUr to matter* herein enumerated 
or not. 

26. NONDISCRIMINATION. In connection with the performance of work under thia agreement, the Unit Operator agreea to compiy 
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with all the provisions of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F R. 12319), as amended which are hereby incorporated 
by reference in thia sgreement. 

27. LOSS OF TITLE. In the event thle to sny tract of unitized land ahall fail and the true owner cannot be induced to join in thia 
unit agreement, such tract ahall be automatically regarded aa not committed hereto, and there shall be such readjustment of future coats and 
benefits aa may be required on account of the loss of such title. In the event of s dispute as to title to any royalty, working interest, or other 
interests subject thereto, payment or delivery on account thereof may be withheld without liability for interest until the dispute is finally aeOled; 
provided, that, as to Federal and State landa oc leaaes, no paymenta of funds due the United States or the State of New Mexico should be 
withheld, but such funds shall be deposited as directed by the AO snd such funds of the SUte of New Mexico ahall be deposited ss directed by 
the Land Commisaiooer, to be held as unearned money pending final settlement of the title dispute, and then applied aa earned or returned in 
accordance with such final aettlement. 

Unit Operator as such is relieved from sny responsibility for sny defect or failure of any title hereunder. 

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial intereat in a tract within the unit area fails or 
refuses to subscribe or consent to this agreement, the owner of the working interest in that tract may withdraw the tract from thia agreement 
by written notice delivered to the proper Bureau of Land Management office, the Land Commiesioner, the Division and the Unit Operator prior 
to the approval of thia agreement by the AO and Commissiooer. Any oil or gas utteresu in landa within the unit area not committed hereto prior 
to final approval may thereafter be committed hereto by the owner or owners thereof subscribing or consenting to this agreement, and, if the 
interest, is s working interest, by the owner of such interest only subscribing to the unit operating agreement. After opentiona are commenced 
hereunder, the right of sub sequent joinder, aa provided in this section, by s working interest owner is subject to such requiremenu or spproval(a), 
if any, pertaining to such joinder, as may be provided for in Ihe 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 payment of any benefiu 
that may accrue hereunder in behalf of such non-working interest. A non-working interest may not be committed to thia unit agreement unless 
the corresponding working interest is committed hereto. Joinder to the unit sgreement by a working interest owner, at any time, must be 
accompanied by appropriate joinder to the unit operating agreement, in order for the interest to be regarded aa committed to thia agreement. 
Except aa may otherwise herein be provided, subsequent joinders to this agreement ahall be effective aa of the date of the filing with the AO, 
the Land Commiaaioner and the Division of duly executed counterpane of all or any papers necessary to esublish effective commitment of any 
interest and/or tract to thia agreement. 

29. COUNTERPARTS. This agreement may be executed in any number of counterpane, no one of which needa to be executed by 
all partiea, or may be ratified or consented to by separate instrument in writing specifically referring hereto and ahall be binding upon all those 
partiea who have executed such a counterpart, ratification, or consent hereto with the same force and effect aa if all such partiea bad signed the 
same document and regardless of whether or not it is executed by all other partiea owning or claiming an intereat in the lands within the above-
described unit area. 

30. SURRENDER. Nothing in this agreement ahall prohibit the exercise by sny working interest owner of the right to surrender 
vested in such party by any lease, sublease, or operating agreement as to all or any pan of the Isnds covered thereby, provided that each pany 
who will or might acquire auch working interest by such surrender or by forfeiture ss hereafter set forth, is bound by the terms of this sgreement. 

If, ss s result of any such surrender, the working interest righu ss to such landa become vested in any party other than the fee owner 
of the unitized subsunces, said party may forfeit such righu and further benefiu from operation hereunder as to said land to Ihe party next in 
the chain of title who ahall be and become the owner of such working interest. 

If, aa a result of sny such surrender or forfeiture, working interest righu become vested in the fee owner of the unitized substances, 
such owner may: 

(a) accept those working interest righu subject to this agreement and the unit operating agreement; or 

(b) lease the portion of such land as U included in s participating area esublished hereunder subject to this agreement and the unit 
operating agreement; or 

(c) provide for the independent operation of any part of such land that is not then included within s participating area esublished 
hereunder. 

If the fee owner of the unitized subsunces does not accept the working interest righu subject to ihis sgreement and the unit operating 
agreement or lease such landa aa above provided within six (6) months after the surrender or forfeited working interest righu become vested 
in the fee owner, the benefiu and obligations of operations accruing to such lands under thia agreement and the unit operating agreement ahall 
be shared by the remaining owners of unitized working interesu in accordance with their respective working interest ownerships, and auch owners 
of working interesu ahall compensate the fee owner of unitized subsunces in such Isnds by paying sums equal to the rentals, minimum royalties, 
and royaltiea applicable to auch landa under the leaae in effect when the landa were unitized. 
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An appropriate accounting md aeniement ahal) b« mad* for til benefit* teeming to or paymenu tnd expenditure! m*d* or incurred 
on behalf of such surrendered or forfeited working inter**! subsequent to the dtt* of lurrcnder or forfeiture, tnd payment of any moruei found 
to be owing by auch an accounung ahall b« mad* a* between th* partiea within thirty (30) daya. 

The exercise of any right vetted in a working intereat owner to reattigu tuch working intereat to th* ptny from whom obtained ahall 
be aubject to the tame condition* ae aet forth in thi* aecuon in regard to the exercise of a right to surrender. 

31. TAXES. The working inure at owner) ahall render and pay for their account and the account of the royalty owner* ill valid uxei 
on or measured by the unitized subtuncei in and under or that may be produced, gathered and aold from the land covered by thia agreement 
after iu effective date, or upon the proceed! derived therefrom. The working interest owners on each tract ahall and may charge the proper 
proportion of said unci to royalty owners having interest in uid tract, and may currently retain and deduct * efficient amount of the unitized 
lubsuncei or denvstive products, or net proceeds thereof, from the allocated share of each royalty owner lo lecure reimbursement for the uxei 
to paid. No such taxes shall be charged to th* United Slate* or th* Slat* of New Mexico or to any leuor who hai a contract with hia lessee which 
requires the lessee lo psy such tax**. 

32. NO PARTNERSHIP. It is expressly agreed that die relation of the panics hereto is ihit of independent contractors and nothing 
contained in this igreement, expreaaed or implied, nor any operation! conducted hereunder, ahall create or be deemed to have created a 
paruwrahip or association between th* pem*a h«r*to or any of them. 

33. SURFACE AND ENVKONMENTAl,PROTECTION STIPULATIONS. Nothing in thii agreement ahall modify or change either 
the apecial Federal leau stipulations relating to surftc* management or such special Federal leau stipulation* relating to surface snd 
environmental protection, attached ta and made a pan of, Oil and Cai Lcaua covering landi within th* Unit Art*. 

IN WITNESS WHEREOF, th* psnies hereto hav* caused this agreement io bt executed and have ut opposite their respective names 
the date of execution. 

ATTEST: 

Michael 
Addrsu 

Merrion, Secretary 

UNIT OPERATOR AND WORKING INTEREST OWNER 

MERRION OIL & GAS CORPORATION 

r? 
By 

T. Gregory^Merrion, President 
Date of Execution 9-18-92 

610 Reilly Avenue 
Farmington, NM 87401 

STATE OF NEW MEXICO 

COUNTY OF SAN JUAN 

On this 18th 

)u. 

J 
dty of September 19 92 

.1. G.rgsory Mftrrik 
President. 

before me appeared 
to m* personally known, who, being duly sworn, did uy th*t he is the 

of Merrion Oil & Gas Corporation ! n o ,h»t ^ ^ ,fr,xed to uid instrument waa aigned tnd eeeied in behalf of uid corporation by authority of iu board of directors 
President. ecknow 

My commiaaion expires: J u l y 22 , 1995 

edged uid insuument to be the fret act of deed of uid 
and 

corporation. 

Pamela A. Mason Noury Public 
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RATmCATION AND /WDER, OF VNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of th* execution of th* Unit Agreement for th* Development tnd Operation of the 

ROCK MESA UNrr AREA, County of SANDOVAL $uu of 
New Mexico, dated ,19 , in form tpproved on behalf of the Secreury of the Interior tnd the 
Commiaaioner of Public Landa, and in consideration of th* execution or ratification by other working intereat ownera of the contemporary Unit 
Operating Agreement which relates to aaid Unit Agreement the undersigned hereby expressly ratifies, approves and adopu uid Unit Agreement 
as fully ss though the undersigned had executed the original agreement. 

Thi* Ratification and Joinder ahall be effectiv* •* to the undersigned'* imeresu in any landa and leaaea, or interests therein, snd 
royalties presently held or which may arise under existing option sgreemcm* or other interesu in unitized subsunces, covering the lends within 
the Unit Are* in which the undersigned may be found to have an oil and gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon the undersigned, his, or her or iu heirs, devisees, executors, 
tuign* or successors in inurest. 

EXECUTED this day of September 199t 

TRACT (S) 

Attest ' 

Address: 38t7 Bellaire Circle 
jP? Fort Worth, TX 7610° 

STATE OF 

COUNTY OF 

TEXAS 

TARRANT ) ss-

On ihis 1st 
tfinston L . and Ann K. Thornton 

day of September 19 9» before me personally 

instrument, tnd acknowledged that (sTheycxecuted ths'ume as his/her free act and deed. 
to me known to be the persotffdescribed in tnd who executed the foregoing 

My Cornmiuion Expires: 
Noury Public 

(SEAL) Louise Whites 
Notary Public 

STATE OF TEXAS 
My Comm. Exp. 03/02/94 

onoixmwn i vcs>oot»c 

Rev. 1/92 n 

\ 



RATIFICATION AND JOINDER OF UNiT AGREEMENT 
ANP 

WU OPERATING AGREEMENT 

In coneidcratioa of lh« execution of ih« Unit AfrMmtnt for th* Development *nd Operation of th* 
Rock Mesa UNIT AREA, county of Sandoval Suu> of 

New Mexico, dited ,19 , in form approved on behilf of th* Secreury of the Lntenor and the 
Commiaaioner of Public Landa, tnd in consideration of th* execution or ratification by other working imertit owner* of the contemporary Urut 
Operating Agreement which relaui to aaid Unit Agreement the undemgned hereby expreaaly rtlifiea, approve* and adopu uid Unit Agreement 
aa fully aa though th* undersigned had «x«cuud th* ongin*! agreement. 

Thit Ratification trtd Joinder ahall be *fTccliv* a* to th* undersigned's inuretu in any landa and leau*, or inurtau therein, and 
royalties prewntly held or which may ana* under existing option tgreemenu or other inurtau in unitized *ub*Unc«t, covering th* landi wiihm 
the Unit Area in which th* undersigned may be found to havt an oil and gaa inures, 

Thii Ratification and Joinder of Unit Agreement ahall be binding upon th* undersigned, hit, or her or iu h«irt, dcviuei, txccuiort, 
tuign* or iucc«iaort in inter**. 

EXECUTED thi* 1 7 t h day of September) 

_ //J ______ 
Atu*t JohryA.flutes, IffiS®E8kti£ of Yates Petroleum Corp. 

/ Addnu: AtJfcorney- in-Fact 

TRACT (S) - f f f t f O T r e v t ^ ^ r , 

STATE OF New Mexico ) 
) u. 

COUNTY OF Eddy ) 

On thii 17th day of September 
, 19 *^ before mt personally 

John A r Yates ," . , A t t o r n e y - i n - f a c t w ^ & b , ^ e p e r t o n d«»eribed in and who executed th* foregoing 
iruKTument, and acknowledged that (a) h* executed thrum* t* hit/her free »ct and d*ed. 

MvCtHmniuionExntre.-. WJ/9AsSl 4 WiC V ^ L w ^ . <j&J&£A 
Noury Public 

(SEAL) 

Rev. 1/92 
u 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
ANP 

VMT QPERATINO AGREEMENT 

tn consideration of th* execution of th* Unit Agreement for th* Development tnd Operation of the 
Rnr.k Mesa UNIT AREA. County of Sandoval 5uu of 

New Mexico, dated ,1V m form approved on bchtlf of th* Secreury of the Interior ind lhe 
Comrrutiioner of Public Ltndi, tnd in consideration of ih* execution or ratification by other working interest own*rt of iha conumporary Unit 
Operating Agreement which rtlaua to aaid Unit Agreement tha undersigned hereby sxpretaly rttifiea, approve*and adopU uid Unit Agreement 
*• fully *• though the undtnigntd had executed th* onginai agreement. 

Thii Ratification and Joinder ahall be effectiv* aa to th* undersigned'a inurtau in »ny landi tnd lea***, or inurtau therein, ind 
roytlii** preumiy held or which may arm under cxiating option agrtemenu or other inurtau in unitized aub*une*i, covering the Undi withm 
the Unit Are* in which th* undersigned may be found to have in oil tnd gai inureat. 

Thii Ratificauon and Joinder of Unit Agreement ahall be binding upon th* undersigned, hit, or h«r or iu heir*, deviaeei, *xecuton, 
assigns or ruceaiaon in inter**. 

EXECUTED thu 17th ^ y o f September l 9 92 _ 

TRACT (S) 

JTATB OF NPW MPXIfiD ) 
) **. 

COUNTY OF Eddy t 
, . .on vthi. 17th day of September l9 92 ̂  M o n ^ „Uy 

John A. Y a t e s , ALLUfnev- m - r a C r , w k j w t n tot* person described in and who .xecuied th* foregoing 
instrument, tnd acknowledged that (*) h* «x*cut*d ih* um* ta hi*/h«r free act ind deed. 

My Cornmiaaion Expirai: 
Noury Public 

(SEAL) 

Rev. 1/92 
u 



RATIFICATION AND lOrNDER OF UNIT AGREEMENT 
ANP 

VNlTQPERATINg AGREEMENT 

Ui con»ideriiion of th* execution of th* Unit AfrMMM for ih* Development tnd Optrttion of ih« 
Rock Mesa y N r r AREA. County of Sandoval juu of 

New Mexico, dited .IV in form tpprovcd on b«h«if of th* Secreury of ih* Interior ind tht 
Commimonir of Public Ltndt, tnd in coraidtrition of th* *»cuiion or rtuficition by othir working inur**l owner* of th* conumponry Urui 
Op«r*ting Agr««m«m which rtltui to uid Unit Agreement th* undervgned hereby expreuly rtufiei, «pprov«* «nd «dopu uid Unit Agreement 
»• fully tt though ih* undmigned h*d «x«cuud in* ortgweJ tgrMm«m. 

Thii Rtuficition tnd Joinder thill b« tffcctiv* 11 to the undenigned'i inure** in tny Undi tnd lc«w*, or intertm therein, ind 
royiltUi prewnily held or which mty int* under cutting option igreemcnu or other inurtiu in unitized lubiunc**, covering the Uindt wiihin 
the Unit Are* m which ih« undtntgntd m*y b« found to luvt in oil tnd gu tnumtt. 

Thii Ritificmon ind Joind«r of Unit Agreement thtU b« binding upon ih* undmigned, hit, or her or iu heir*, devtieei, executor*, 
lutgnt or «u«««t*on in inure*. 

EXECUTED Uu* 17th d«y of September 92 
' 

" A ^ S.P. Yates, Jm&mM&XMM of Yates Drilling 
Adcjr***: fltt.nrnpy-in-Fact, 

TRACT (S) — y 

STATE OF NEW MEXICO ) 

COUNTY OF EDDY ) > " 

On thi* 17th . d*y of September 
, 19 . before m* p* no rally 

S . P . Y a t e s . A t t o m e v - i n - F a c t , to m* known to be th* penon d**crib*d in tod who executed lhe foregoing 
in*vvm*nt, tnd teknovl*dg*d Out (•) h« executed ih* u**j» «t hit/her free *ct tnd deed. 

My Commiwion Expirei: 
Noury Public 

(SEAL) 

t * '* 

Rev, 1/92 



RATIFICATION A N D JOINDER O F UNIT A G R E E M E N T 

AND 
UNIT OPERATING AGREEMENT 

In consideration of th* •x*cutioo of the Unit Agreement for the D*v«lopm*nt ind Operation of th* 
Rock Mesa UNIT AREA. Coumy of Sandoval 5 u j M 0f 

New Mexico, dated ,1V , in form approved on behalf of th* Secreury of th* Interior and th* 
Cornmieeioncr of Public Landa. and in consideration of lit* execution or ratification by other working inureet owner* of th* contemporary Unit 
Operating Agreement which relet** to aaid Unit Agreement the undersigned hereby expreuly ratifies, approves tnd adopu uid Unit Agreement 
as fully aa Uiough th* undersigned h«d executed th* onginel agreement. 

This Ratification and Joinder ahall be effectiv* a* to th* undersigned's interesu in tny land* tnd leau*, or interesu therein, snd 
royalties presently htld or which may anu under existing option sgreemenu or other interesu in unitized subsunces, covering th* lands within 
the Unit Area in which th* undersigned may b« found to have in oil and gaa inurest. 

This Ratification and Joindsr of Unit Agreement thai) b« binding upon th* undersigned, hi*, or b«r or iu twin, drviteei, ixecuton, 
isaign* or successor* in inter**. 

EXECUTED thi* 17 th da> of September 1 9 92 

Atted /frrank » j Yates. J r . , m C T E B f ° f * m c o Industries Addrm: Attorney-in-Fact I n c • 
TRACT (S) "te«-t/t1.

,V$it-^ 4r\>v r ^'~^ 

STATE OF New Mexico ) 

COUNTY OF Eddv 1 

Cm thi* 17th „ day of September , 19 92 before me peraonally 
F r a n k Y a t e s . J r . . A t t o r n e y - i n - F a c t . to m* known to b* the person d«seribed in tnd who executed th* foregoing 
instrument, snd acknowledged that (•) h* executed the'um* «s his/her free act and deed. 

My Commiuion Expirta: 
Noury Public 

(SEAL) 

•SiGh 

Rev. 1/92 i i 



/ 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In coiuidmtion 
Rock Mesa Unit 

Of Ut* IXMUUOO 

New Mexico, dated 

of th« Unit Agreement 
UNIT AREA, County of 

,19 

for UM Development tnd Operation of ih* 
Sandoval Suu of 

n form epproved on behalf of tht Secreury of the Interior end the 
Commiaaioner of Public Landa, and in consideration of tht execution or ratification by other working inurcat owners of tht contemporary Urut 
Operating Agreement which relates to said Unit Agreement the undersigned hereby expressly ratifies, approvtatnd adopu aaid Unit Agreement 
as fully at though tht undersigned had sxecuted Ut* original agreement. 

Thia Ratification and Joinder shall be *ff*ctiv* a* to th* undersigned'* interesu in any land* and lea***, or interesu therein, and 
royalti** prtunUy held or which may thw under existing option agmmenu or other inurtsu in unitized cubcune**, cov*ring Ut* l*nds within 
Ut* Unit Art* in which Ut* undmigrnd may b* found to hav* an oil ind git inure st. 

This Ratifictuon tnd Joinder of Unit Agrttmtnt shall b« binding upon tht undersigned, hit, or her or iu heir*, dtviaeei, *xtcuior», 
twignt or *ucs«i»ori in inter**. 

EXECUTED Uu*. 17th _<Uy of Septemher .19 92 

AO** 

TRACT (S) f O , 

Dril l ing Addreu: 
Greer, V i r g i l Stoabs, 

Corporation Airport Drive 

Farmington, NM 87API 

STATE OF. Mexico 

COUNTY OF <?nn Juan 
On ihis 17th toy o f September 

Virgil Stpabs 
intuurnent, ind tcknowledgtd that (*) h* *x*cut*d vhrum* it his/her 

. 1° 
92 

_, before me personally 
to m* known to b* th* person described in ind who txecuwd th* foregoing 

tand d**d. 

My Commiuion Exp imi, June 27, 1994 

(SEAL) 

Rev. 1/92 



RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In conaidtrauon 
ROCK MESA 

of th* execution 

Ne* Mexico, deled AUGUST _L 

of the Unit Agreement 
UNrT AREA, County of 

92 

for th* Development 
SANDOVAL 

and Operation of the 
5uu of 

,lv 11 form approved on behalf of tht Secreury of tht Interior and tht 
Commimoner of Public Lands, and in coruiderenon of me execution or ratification by other working intereat ownen of the contemporary Urul 
Operating Agreement which relaua to uid Unit Agreement the undemgned htrtby txprtaaly ranfita, approvta and adopu uid Unit Agrttmtnt 
aa fully aa though the undersigned had execuud the original agreement. 

Thia Ratification and Joinder ahall be effectiv* ta to the undersigned's inuresu in any landa and Itaeea, or inuresu therein, snd 
royallita presently held or which may ariu under existing option agreements or other imeretu in unitized subsunces, covering the lands within 
the Unit Area in which the undersigned may be found to have sn oil and gas interest. 

This Ratification and Joinder of Unit Agreement ahall be binding upon the undersigned, f\.\, or her or iu heirs, devtaees, executors, 
assigns or successors in interest. 

EXECUTED this 8 t ; h 

Attest 

_day o f , SEPTEMBER M9L .9? 

TRACT (S) 6, 7, 8, 9 and 10 P. 0 . BOX 1919 

HEAIsDfiBURfi, CA 9^44^-1919 
STATE OF C A L I F O R N I A 

COUNTY OF SONOMA 

On this 8 t h 
T. N. JORDAN, JR. 

day of 

) u . 

SEPTEMBER ., 19 92 

instrument, snd acknowledged that (s) he executed the'urn* aa his/her free 

_, before me personally 
to me known to be the person described in and who execuud the foregoing 

My Commiaaion Expires 

(SEAL) 

Noui 

OFFICIAL SEAL 

DERWL WEBER 
NOTARY PUBUC - CALIFORNIA 

. „ „ , SONOMA COUNTY 
^ S S i y My Comm. ExoiresDec. 14.1993 > 

Rev. 1/92 
n 



EXHIBIT "A" 
Unit Map 

Attached to and made partof l±at certam Unit Agreement dated October 1,1992 
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Exhibit" B", Part II 
Rock Mesa Unit 

Fractured Mancos Overriding Royalty Interests 
10/28/92 

TR. # LEASE NO. 
NM~83488 

ORRI OWNER ;% OWNED; TOTAL ORRIs NRI 
j ' 6 7 5 % | " o . 5 % 1 8 7 7 6 6 % 

IJORbMoiL 

5 

6 

NM :65453 

NM:<348lT 

IEIIiM:M6Z3[ 

10INM-86034 

.6,2.5%. 

T'56% 

3^50%' 

"7756% 

81,25% 

J84?00%; 

~8o76o%~ IJORDAN OIL 
IWINSTON^ 

3.50% 
'4.66'%' 

11 INM-058122 iMARITA MURPHY FOR 
' ij^KENaE ESTATES 
IET^LBATE 
T E L I ^ E T H BRADY 
TbEBORr^'BATE 
" i R ^ F L b ^ S P ^ ^ 
' I I^RBARA fALENTO 

1.00% 

0.125% 
6.125% 

"O.T25%" 
_ _ _ _ „ _ „ . 

0.50% 

16.50% 71.00% 

IGERALDINERBMER h 5.00% I 
j jVAL PL REESE 1.00% I 

i MALCOLM COLBERG ET UX 0.125% i 
! WYCUFFE BUTLER ET UX 6.125% I 
ICXY ENERGY INC. 0.825% 
! MERRION OIL & GAS 7.425% 

j 

12 INM-86457 iBILLCHITTUM 0.90% 1.80% 85.70% 
i DAVE BAKER 0.90% 

I j 

i i 

13 iNM-62750 IWINSTON THORNTON 3.00% 5.50% ! 82.66% 
iBILLCHITTUM 1.25% 
I BRUCE BLACK 1.25% 

13a i IWINSTON THORNTON 3.00% i 8.00% 79.50% 
iBILLCHITTUM 2.50% i 
i DAVE BAKER 2.50% | 

14 INM-045884-A IJARED SCHAFER, GUARDIAN 5.00% I 16.50% 71.00% 
IOF DUNCAN MILLER 
ITHE BURBRIDGE FOUNDATION 3.00% i 
I VAL R. REESE 1 .'75% I 
I MALCOLM COLBERG ET UX 0.125% i 
I WYCUFFE BUTLER ET UX 0.125% I 

I ! CXY ENERGY INC. 0.575% ] 
I MERRION OIL & GAS 5.925% ! 

Page 13a-1 



TR. # | LEASE NO. ORRI OWNER j% OWNED TOTAL ORRIs I NRI 
1 5 jNM-81837 jBILLCHITTUM I 1.50% 3.66% j 84.50% 

I i DAVE BAKER 1.50% 

i WILUAM EVANS ET UX I 0.75% 
I ROBERTCHERRY ! 0.38% 
i GEORGE MASON j 0.75% 

' l i l C H l t t U M I 1.25% 
BRUCE BLACK j 1.25% 

i i 

WILUAM EVANS ET UX j 0.75% 
ROBERTCHERRY | 0.38% I 

BILL CHITTUM I 2.50% I 
DAVE BAKER I 2.50% I 

! i ; 

16b i KAI HbHJNb COLb I II 1.13% 6.80% 80.70% 
i WILUAM EVANS ET UX ! 0.75% I 

ROBERTCHERRY j 0.38% 
GEORGE MASON i 0.75% 
BILL CHITTUM j 1.90% 
DAVE BAKER 1.90% 

1 7 jNM-043286 MALCOLM COLBERG ET UX 
: WYCUFFE BUTLER ET UX I 0.125% 

VA L FL RE E S E I 1.00% 
CXY ENERGY INC. j 0.275% 
F.H. HARTMAN I 0.0625% j 

JOHN BEARD j 1.5469% 
BEARD OIL j 4.6406% 

j BRUCE ANDERSON i 6.25% 

17a i VAL R. REESE, INC. 1.75% 
MALCOLM COLBERG ET UX j 0.125% 
WYCUFFE BUTLER ET UX I 0.125% 

j CXY ENERGY INC. I 0.30% 
i BRUCE ANDERSON 6.25% I 
jF.H. HARTMAN j 0.0625% 
i JOHN BEARD j 1.5469% 
{BEARD OIL ! 4.6406% 

1 8 INM-043286-A jF.H. HARTMAN I 0.1250% 16.50% 71.00% 
j JOHN BEARD j 3.09375% 
i BEARD OIL j 9.28125% 
IVALR REESE 1.00% | 
j MALCOLM COLBERG ET UX j 0.125% j 
IWYCUFFE BUTLER ET UX I 0.125% I 
ICXY ENERGY INC. j 0.275% j 
j MERRION OIL & GAS i 2.475% j 
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TR. #| LEASE NO. ORRI OWNER %OWNED| TOTAL ORRIs I NRI 
19 INM-12012 MALCOLM COLBERG ET UX 6.25% | 16.50% ! 7L66%SS 

j WYCUFFE BUTLER ET UX 0.25% I 
: VAL R REES E 2.66% | 

CXY ENERGY INC. 1.40% i 
: MERRION OIL & GAS 12.60% ! 
j 

20 INM-85805 BILL CHITTUM 1.00% i 2.00% 85.50% 
DAVE BAKER ' 1.66% | 

i : i 

21 !NM-8646i BILL CHITTUM 1.50% j 3.00% 84.50% 
1 D A VE B AKE R 1.50% I T 
i 

22 jNM-87225 BILL CHITTUM 1.50% | 3.66% 84.50% 
DAVE BAKER 1.50% ! I 

i 

23 jNM-84674 BILL CHITTUM 
v 1.50% I 3.66% } 84.50% 

DAVE BAKER 1.50% j 

24 INM-84676 BILL CHITTUM ! 1.50% 1 3. 66% 1 84.50% 
DAVE BAKER j 1.50% ! I 

1 j i 
BILL CHITTUM 1 2. 50% I 5.66% I 82.5% 
DAVE BAKER i 2.50% i 

25 a jNM-84675 BILL CHITTUM 1.90% ! 3. 80% | 83.70% 
DAVE BAKER j 1.90% ! 

1 
35 INM-54682 MAUREEN GROSSER i 3.50% 3.50% 84.00% 

36 |NM-7dlb4 B. B. L ^ R T C H FAMILY TRUST I 3.66% 6.00% 81.50% 
BILL CHITTUM j 1.50% 
DAVE BAKER j i . 5 0 % 

j 

36 a iNM-7dl04 B.B. LASRICH FAMILY TRUST ! 3.66% 3.00% 84.50% 
: 
! 

OOCYTE: The information on the attached scheduie is furnished for uour convenience, and Merrion 
OiC& Qas Corporation maJfes no\Jfr^^^ta^n to the content oraccuracu thereof. 
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