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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

CANADA 0J1TOS UNIT AREA ':[D% ECEIVE [DJ -

COUNTY OF RIO ARRIBA

STATE OF NEW MEXICO ME( ki 1983
NO U. S. GEOLGGICAL SURVEY
) ROSWELL, NEW MEXICO
THIS AGREEMENT, entered into as of the first day of
April ~_, 1963 , by and between the parties subsériblng, ratifying,

or consenting hereto, and herein referréd to as the '‘parties hereto,"
| WITNESSETH:

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

WHEREAS the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. €. Secs. 18] et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of development
or operation of any oil or gas poal, field, or like area, or any part thereof
for the purpose of more properly conserving the natural resources thereof
whenever determined and certified by the Secretary of the lnterior to be
necessary or advisable in the public interest; and

WHEREAS the parties hereto hold sufficient interests in the Canada 0jitos
Unit Area covering the land hereinafter described to give reasonably effective
control of operations therein; and

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

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

I. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

February 25, 1920, as amended, supra, and all valid pertinent regulations,
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including operatin§ and unit plan regulations, heretofore issued thereunder or
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and.made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with the terms of this agreement; and as to
non-Federal lands, the oil and gas operating regulations in effect as of thg
effective date hereof governing drilling and producing.operations, not
inconsistent with the terms hereof or the laws of the State in which the
non-Federal land is located, are hereby accepted and made a part of this
agreement. '

2. UNIT AREA. The area specified on the map attached hereto marked
exhibit A is hereby designated and recognized as constituting the unit area,
containing 35,829.84 acres, more or less. A

Exhibit A shows, in addition to the boundaéy of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit B attached hereto is a schedule showing to
the extent known to the Unit Operator the acreage, percentage, and kind of
ownership of oil and gas interests in all land in the unit area. However,
nothing herein or in said schedule or map shall be construed as a representation
by any party hereto as to the ownership of any interest other than such interest
or interests_as are shown in said map or schedule as owned by such party.
Exhibits A and 8 shall be revised by the Unit Operator whenever changes in the
unit area render such revision necessary, or when requested by the 0il and
Gas Supervisor, hereinafter referred to as ''Supervisor'’ and not less than six
copies‘cf the revised exhibits shall be filed with the Supervisor.

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

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Shrvey. hereinafter referred to as ''"Director," after preliminary
concurrence by the Director, shall prepare a notice of proposed expansion or
contraction describing the contemplated changes in the boundaries of the unit

area, the reasons therefor, and the proposed effective date thereof, preferably
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the first day of a manth subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, and copies thereof
mailed to the last known address of each working interest owner, lessee, and
lessor whose intérests are affected, advising that 30 days will be allowed for
submission Eo the Unit Operator of any objections.

(c). Upon expiration of the 30-day period provided in the preceding item
{b) hereof, Unit Operator shall file with the Supervisor evidence of maiiing of
the notice of expansion or contraction and a copy of any objections thereto
which have been filed with the Unit Operator, together with an application in
sufficient qumber. for approval of such expansion or contraction and with
appropriate joinders.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director, become effective as of the
date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by
Government survey or its nearest lot or tract equivalent in instances of
irregular surveys, however, unusually large lots or tracts shall be considered
in multiples of 40 acres, or the nearest aliquot equivalent thereof, for the
purpose of elimination under this subsection), no parts of which are entitled
to be in a participat[ng area within S years after the first day of the month
following the effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from this agree-
ment, effective as of the first day thereafter, and such lands shglr no longer
be a part of the unit area and shall no longer be éubject to this agreement,
unless at the expiration of said S-year period diligent drilling operations
are in progres§ on unitized lands not entitled to participation, in which event
all such lands shail remain subject hereto for so long as such drilling
cperations are continued diligently, with not more than 90 days' time
elapsing between the completion of one such well andythe commencement of the
next such well, except that the time allowed between such wells shall not
expire earlier than 30 days after the expiration of any period of time during
which dri}lihg operations are prevented by a matter beyond the reasonable
control of unit operator as set forth in the section hereof entitled
"Unavoidabie Delay''; provided that all legal subdivisions of lands not in a

participating area and not entitled to become participating under the
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applicable provisfons of this agreement within 10 years after said first day of
the month following the effective date of said first initial participating area
shall be eliminated as above specified. Detemination of cfeditab!e "Unavoidable
Delay" time shall be made by unit operator and subject to approval of the
Director. The unit operator shall, within 90 days after the effective date of
any elihlnation hereunder, describe the area so eliminated to the satisfaction
of the Director and promptly notify all parties in interest.

| f conditions warrant extension of the 10-year period specified in this
subsection 2(e), a single extension of not to exceed 2 years may be
accomplishgd by consent of the owners of 90% of the current unitized working
interests and 60% of the current unitized basic royalty interests (exclusive
of the basic royalty interests of the United Statgs), on a tofal-
nonparticipating-acreage basis, respectively, with approval of the Director,
provided such extension application is submitted to the Director not later
than 60 days prior to the expiration of said 10-year period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shal! not be
considered automatic commitment or recommitment of such lands.

3.. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred to herein as "unitized land" or 'land
subject to this agreement.' Allloil and gas in any and atl formatisns of the
unitized land are unitized under the terms of this agreement and herein are
called '"unitized substances."

4. UNIT OPERATOR. Bolack-Greer, Inc., is hereby designated as Unit
Operator and by signature hereto as Unit Operator agrees and consents to accept
the duties and obligations of Unit Operator for the discovery, development, and
production of unitized substances as herein provided. Whenever reference is made
herein to the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as an owner of interest in unitizad substances, and the term 'working
interest owner'' when used herein shall include or refer to Unit Operator as the
owner of a working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Un%t Operator shall have the
right to resign at any time prior to the establishment of a participating area
or areashereunder, but such resignation shall not become effective so as to.

release Unit Operator from the duties and obligations of Unit Operator and
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terminate Unit Operator's rights as such for a period of 6 months after notice
of intention to resign has been served by Unit Operator on all working interest
owners and the Director, and until all wells then drilled hereunder are placed
in a satisfactory condition for suspension or abandonment whichever is required
by the Supervisor, unless a new Unit Operator shall have been selected and
approved and shall have taken over and assumed the duties and obligations of
Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations as above provided at any time a participating area
establ ished hereunder is in existence, but, in all instances of resignation or
removal, until a succe;sor unit operator is selected and approved as hereinafter
provided, the working interest owners shall be jointly responsible for
performance of the dﬁties of unit operator, and shall not later than 30 days
before such resignation or removal becomes effective appoint a common agenf
to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective
date of its resignation.

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be
effective upon notice thereof to the Director.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver
possession of all equipment, materials, and appurtenances used in conducting
the unit operations and owned by the working interest owners to the new duly
qualified successor Unit Operator or to the owners thereof if no such new Unit
Operator is elected, to be used for the purpose of conducting unit operations
hereunder. . Nothing herein shall be construed as authorizing removal of any
material, equipment and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UMIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove
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provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interests in the participating area or

areas according to their respective acreage interests in such participating

area or areas, or, until a participating area shall have been established, the

owners of the working interest; according to theic respectfve acreage

fnteres:s in all unitized land, shall by majority vote select a successor Unit
Operator: Provided, That, if a majority but less than 75 per cent of the
working interests qualifiad to vote are owned by one party to this agreement, a
concurring vote of one or more additional working interest owners shall be
required to select a new operator. Such selection shall not become effactive
until »

{a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been filed with the Supervisor. If no
successor Unit Operator is selected and qualified as herein provided, the
Director at his election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit
Operator is not the sole owner of working interests, costs and expensés
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 owners of working interests, whether one or more, ’
separately or collectively. Any agreement or agreements entered into between
the working interest owners and the Unit Operator as provided in this section,
whether one or more, are herein referred to as the ''unit operating agreement.!'
Such unit operating agreement shall also provide the manner in which the
working interest owners shall be entitled to receive their respective pro~
portionate 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 as between Unit Operator and
the working interest owners as may be agreed upon by Unit Operator and the
working int;rest owners; however, no such unit aperating agreement shall 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 the
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unit agreement and the unit operating agreement, this unit agreement shall
prevail. Three true copies of any unit operating agreement executed pursuant
to this section should be filed with the Supervisor, prior to approval of this
Junit agreement.

8. RIGHTS AND OBL|GAT|0NSA0F UNIT QPERATOR., 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, storing, allqcating, and distributing
the unitized substances are hereby delegated to and shall be exercised by the
Unit Operator as herein proyided. Acceptable evidence of title to said rights
shall be deposited with said Unit Operator and, together with this agreement,
shall constitute and define the rights, privileges, and obligations of Unit
Operator. Nothing herein, however, shall be construed to transfer title to
any land or to any lease or operating agreément, it being understood that under
this agreement the Unit Qperator, in its capacity as Unit Operator, shall
exercise the rights of possession and use vested in the parties hereto only
for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective date
hereof, the Unit Operator shall begin to drill an adequate test well at a
location app;oved by the Supervisor, unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter continue such
drilling diligently until the Gallup or Dakota formation has been tested or
until at a lesser depth unitized substances shall be discovered which can be
produced in paying quantities (to-wit: quantities sufficient to repay the
costs of drilling, and producing operations, with a reasonable profit} or the
Unit Operator shall at any time establish to the satisfaction of the Supervisor
that further drilling of said well would be unwarranted or impracticable, pro-
vided, however, that Unit Operator shall not in any event be required.to drill
said well to a depth in excess of 7650 feet for the Gallup and 9000 feet for
the Dakota. Until the discovery of a deposit of unitized substances capable
of being produced in paying quantities, the Unit Operator shall continue drill-
ing diligently one well at a time, allowing not more than 6 months between the
completion of one well and the beginning of the next well, until a well capable
of producing unitized substances in paying quantities is completed to the sat-

i
isfaction of said Supervisor or until it is reasonably proved that the unitized
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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 as provided in Section 5 hereof, or as
requiring Unit Operator to commence or continue any drilling during the perfod
pending such resiénation becoming effective in ofder to comply with the require-
ments of this section. The Director may modify the drilling requirements of
this section by grsnttng reasonable extensions of time when, in his opinion,
such action is warranted.

Upon failure to comply with the drilling provisions of this section, the
Director may, after reasonable notice to tﬁe Unit Operator, and each warking
interest owner, lessee, and lessor at their last known addres;es, declare this
unit agreement terminated.

Notwi thstanding anychiné in this Unit Agreement to tﬁe contrary except
Section 25 (Unavoidable Delay), the Unit Operator shall drill three wells, namely,
two wells to test the Gallup formation and one well to test the Dakota
formation. The Unit Operator may select the order of drilling said three wells.
At the Operator's election, one of the wells to test the Gallup formation may
be satisfied by the deepening of an abandoned well in the SE% of Section 9,

Township 26 North, Range | West. The first well shall be commenced not less

than six months after approval of this unit agreement, and the subsequent

obligation wells must be commenced not later than six months after completion
of the preceding well, regardless of whether it is a producer or a dry hole.
Any unit.well commenced after October 1, 1962, will count towards satisfying
the three-wel)l program even if approval of the unit agreement is at a later
date. The only extension of time the Director may grant for meeting the
critical dates in this paragraph shall be based upon severe weather or other
conditions beyond the control of the Unit Operator, and shall be limited to
a singie extension of not more than three months for each well after the first.
Nevertheless, in the event drilling of any of said three wells has not been
commenced timely, this unit agreement shall automatically terminate effective
the first day of the month following the default.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATIGN. Within 6 months after
completion of a well capable of producing unitized substances in paying
quantities, the Unit Operator shall submit for the approval of the Supervisor

an acceptable plan of development and operation for the unitized land which,
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when approved by the Supervisor, shall constitute the further drilling and
operating obligations 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 approval of the
Supervisor a plan for an additional specified period for the development and
operation of the unitized land. :

Any plan submitted pursuaﬁt to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary for
determination of the area or areas thereof capable of producing unitized
substances in payiﬁg quantities in each and‘every productive formation and
shall be as complete and adequate as the Supervisor may determine to be
necessary for fimely development and proper conservation of the oil and gas
resources of the unitized area and shall

(a) specify the number and locations of any wells to be drilled

and the proposed order and time for such drilling; and |

(b} to the extent practicable specify tﬁe operating practices

regarded as necessary and advisable for proper conservation of natural

resources.

Separate plans may be submitted for separate productive zones, subject to
the approval of the Supervisor.

Plans shall be modified or supplemented when necessary to meet changed
conditions or to protect the interests of all parties to this agreement.
Reasonable diligence shall be exercised in complying with the obligations
of the approved plan of development. The Supervisor is authorized to grant
a reasonable extension of the 6-month period herein prescribed for sub- ‘
mission of an initial plan of dévelopment where such action is justified
because of unusual conditions or circumstances. After completion hereunder
of a well capable of producing any unitized substance in paying quantities,
no further wells, except such as may be necessary to afford protection
against operations not under this agreement or such as may be specifically
approved by the Supervisor, shall bes drilled except in accordance with a
plan of development appraoved as herein provided.

11. PARTICIPATION AFTER DiSCOVERY. Upon completion of a well .capable of
producing unitized substances in paying quantities 6r as soon thereafter as

r

required by the Supervisdf, the Unit Operator shall submit for approval by
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the Director a schedule, based on subdivisions of the public-land survey or
aliquot parts thereof, of all unitized land then fegarded as reasonably proved
to be productive of unitized substances in paying quantities; all lands in said
schedule on approval of the Director toAconstituté a participating area,
effective as of the date of completion of such well or the effective date of
the unit agreement, whichever is later. Thg acre;ges of both Federal and non=-
Federal lands shall be based upon appropriate computations from the courses and
distances shown on the last approved public-land survey as of the effective
date of the initial participating area. S;id schedule also shall set forth

the percentage of unitized substances to be allocated as herein provided to
each unitized tract in the participating area so established, and shall govern
the allocation of production from and after the date the participating area
becomes effective. A separate participating area shall be established in like
manner for each separate pool! or deposit of unitized substances or for any group
thereof produced as a single pool or zone, and any two or more participating
areas so established may be combined into one with the consent of the owners

of all working~interests i; the lands within the participating areas so to be
combined, on approval of the Director. The participating area or areas so
established shall be revised from time to time, subject to like approval, when-
ever-such action appears proper as a result of further drilling operations or

otherwise to include additional land then regarded as reasonably proved to be
<r _”‘ie_.’.i’;’./z S ot F DO o7t 5 A asr 7% —, 2 i s a5
T

productive in paying quantities, or to exclude land thed ragarded as|reasonably

proved not to be productive in paying quantities and the percentage of
allocation shall also be revised accordingly. The effective date of any revision
shall be the first of the month in which is obtained the knowledge or information
on which such revision is predicated, provided, however, that a more appropriate
effective date may be used if justified by the Unit Operator and approved by
the Director. No land shall be excluded from a participating area on account
of depletion of the unitized substances.

1t is the intent of this section that a participating area shall

represent the area known or reasonably estimated to be productive in paying

- . [
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quantitie§3'bﬁfr_;egardless of any revision of the participating area, nothing
herein contained shall be construed as requiring any retroactive adjustment
for production obtained prior to the effective date of the revision of the

participating area.
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In the absence of agreement at any time between the Unit Operator and the
Director as to the proper definition or redefinition of a participating area,
or until a participating area has, or areas have, been established as provided
herein, the portion of all payments affecied thereby may be impounded in a“
manner mutually acceptable to the owners of working interests, except
royal ties due the United States, which shall be détermined by the Supervisor
and the amount thereof deposited, as directed by the Supervisor, to be held as
unearned money until a participating area is finally approved and then applied
as earned or returned in accordance with a determination of the sum due as
Federal royalty on the basis of such ;ﬁproved participating area.

Whenever it is determined, subject to the approval of the Supervisor,
that a well drilled under this agreement is not capable of production in
paying quantities and inclusion of the land on which it Is situated in a
participating area is unwarranted, production from such well shall, for the
purposes of settlement among all parties other than working interest owners,
be allocated to the land on which the well is located so long as such land is
not within a participating area established for the pool or deposit from which
such production s obtained. Settlement for working interest benefits from-
such a well shall be made as provided in the unit operating agreement.

12, ALLOCATION OF PRODUCTION. All unitized substances produced from each
participating area established under this agreement, except any part thereof
used in conformity with good ‘operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor, or unavoidably lost, shall be deemed to be produced equally on
an acreage basis from the several tract; of unitized land of the participating
area established for such production and, for the purpose of determining any
benefits accruing under this agreement, each such tract of unitized land shall
have allocated to it such percentage of said production as the number of acres.
of such tract included in said participating area bears to the total acres of
unitized land in said participating area, except that allocation of production
hereunder for purposes other than for settlement of the royalty, overriding
royal ty, or.payment out of production obligations of the respective warking
interest owners, shall be on the basis prescribed in the unit operating

agreement whether in conformity with the basis of allocation herein set forth
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or otherw:s%] It is hereby agreed that production of unitized substances from

a participating area shall be allocated as provided herein regardless of whether
any wells are drilled on any particutar part or tract of said participating
area. |[f any gas produced from one participating area is used for repressuring
or recycling purposes in another participating area, the first gés wi thdrawn
from such lastementioned partfcipating area for sale during the life of this
agreement shall be considered to be the gas so transferred until an amount
equal to that transferred shall be so produced for sale and such gas shall be
allocated to the participating area from which initially produced as constituted
at the time of such final -production.

13. DEVELOPMENT 6R OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.

Any party hereto owning or controlling the working fnterest in any unitized
land having thereon a regular well location may with the approyal of the
Supervisor, at such party's sole risk, costs, and expense, drill a well to
test any formation for which a participating area has not been established or
to test any formation for which a participating area has been established if
such location is not within said participating area, unless within 30 days of
receipt of notice from said party of his intention to drill the well thea Unit
Operator elects and commences to drill such a well in 1ike manner as other
wells a}e drilled by the Unit Operator under this agreement.

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

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

1L, ROYALTY SETTLEMENT. The United States and any State and all royalty

!
owners who, under existing contract, are entitled to take in kind a share of
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the substances now unitized hereunder produced from any tract, shall hereafter
be entitled to the right to take in kind their share of the unitized substances
allocated to such tract, and Unit Operator, or in case of the operation of a
well by a working interest owner as herein in special cases provide& for, such
working interest owner, shall make deliveries of such royalty share taken in
kind Tn conformity with the applicable contracts, laws, and regulations.
Settlement for royalty In.terest not taken in kind shall be made by working
interest owners responsible therefor under existing contracts, laws and
regulations on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing

herein contained shall operate to relieve the lessees of any 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 agreement is introduced into
any participating area hereunder, for use in repressuring, stimulation of
proauction, or increasing ultimate recovery, which shall be in conformity with
a plan first approved by the Supervisor, a like amount of gas, after settlement
as herein provided for any gas transferred from any other participatipg area
and with due allowance for loss or depletion from any cause, may be withdrawn
from the formation into which the gas was introduced, royalty free as to dry
gas, but not as to the products extracted therefrom; provided that such with=
drawal shall be at such time as may be provided in the plan of operations or as
may otherwise be consented to by the Supervisor as conforming to good
petroleum engineering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agreement.

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

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
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cmnpitted hereto shall be paid by working interest owners responsible therefor
under existing cbntracts, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum royalty
in lieu thereof due under their leases. Rental or minimum royalty for lands of
the United States subject to this agreement shall.be paid at the rate specified
in the respective leases from the United States unless such rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the Secretary
or his duly authorized representative.

With respect t§ any lease on non-Federal land containing provisions thch
would terminate such lease unless drilling operations were within the time
therein specifiéd commenced upon the land covered thereby or rentals paid for
the privilége of deferring such drilling operations, the rentals required
thereby shall, ﬁotwithstanding any other provision of this agreement,‘be deemed
to accrue and become payable during the term t_hereof as extended by this
agreement and until the required drilling operations are commenced upon the
land covered thereby or some partion of such land is included within a
participating area.

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

17. DRAINAGE. The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director,
pursuant to applicable regulations pay a fair and reasonable compensatory
royalty as determined by the Supervisor.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,
and provisions of all leases, subleases, and other contracts relating to
exploration, drilling, development, or operation for oil or gas of lands
committed to this agreement are hereby expressly modified and amended to the
extent necessary to make the same conform to the provisions hereof, but other-
wise to remain in full force and effect; and the parties hereto hereby consent

that the Secretary shall and by his approval hereof, or by the approval hereof

by his duly authorized representative, does hereby establish, alter, change, or

14
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revoke the drilling, producing, rental, minimum royalty, and royalty requirements
of Federal leases committed hereto and the regulations in respect thereto to
conform said requirements to the provisions of this agreement, and, without
limiting the generality of the foregoing, all leases, subleases, and contracts
are particularly modified fn accordance with the féllowing:
(a) The development and operation ofAlands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations
for development and operation with respect to each and every part or
separately owned tract subject to this agreement, fegardless of whether
there is any development of any particular part or tract of the unit
area, notwithstanding anything to the contrary in any lease, operating
agreement or other contract by and between the parties hereto, or their
respective predecessors in interest; or any of them,
{b) Drilling and producing operations performed hereunder opon any
tract of unitized lands will be accepted and deemed to be performed upon
and for ..e benefit of each and every tract of unitized land, and no
lease shall be deemed to expire by reason of failure to drill or produce
wells situated on the land therein embraced.
(¢) Suspension of drilling or producing operations on all unitized
" lands pursuant to direction or consent of the Secretary or his duly
authorized representative shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every tract of
unitized land.
(d) Each Tease, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands other than
those of the United States committed to this agreement, which, by its
terms might expire prior to the termination of this agreement, is 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 this
agreement. .
{e) Any Federal lease for a fixed term of twenty (20) years or any
renewa} thereof or any part of such lease which is made subject to this
agreement shall continue in force beyond the term provided therein until
the termination hereof. Any other Federal lease committed hereto shal!

continue in force beyond the term so provided therein or by law as to
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the land committed so long as such lease remains subject hereto,
provided that production is had in paying quantities under this unit
agreement prior to the expiraﬁion date of the term of such lease, or in
the event actual driiling operafions are commenced on unitized land, in
accordance with the provisions of this agreement, prior to the end of
thc»primary term of such lease and are being diligently prosecuted at
that time, such lease shall be extended for two years and so Ioﬁg
thereafter as oil or gas is produced In paying quantities in accordance
with the provisions of the Mineral Leasing Act Revision of 1944.

(f) Each sublease or contract relating to the operation and
development of unitized substances from lands of -the United States
commi tted to this agreement, which by its terms would expi‘re prior to
the time at which the underlying lease, as extended by the immediately
preceding paragraph,.will expire, s 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 as such

term is herein extended.

(g) The segregation of any Federal lease committed to this agreement
is governed by the fol!ow{ng provision in the fourth paragraph of

Sec. 17(j) of the Mineral Leasing Act, as amended by the Act of

‘September 2, 1960 {74 Stat. 781-78L): uAny E’ederaﬂ' lease herstofore

or hereafter committed to any such E.mit] plan embracing lands that
are in part within and in part outside of the area covered by any such
plan shall be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization:

Provided, however, That any such lease as to the nonunitized portion

shall continue in force and effect for the term thereof but for not less
than two years from the date of such segregation and so long thereafter
as ail ar gas is produced in paying quantities."

(h) Any lease, other than a Federal lease, having only a portion of

its lands committed hereto shall be segregated as to the portion committed

and the portion not committed, and the provisions of such lease shall

apply separately'to such segregated portions commencing as of the effective

date hereof. 1In the event any such lease provides for a lump-sum rental

payment, such payment shall be prorated between the portions so segregated
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in proportion to the acreage of the respective tracts.

19. COVENANTS RUN WITH LAND. The covenants>herein shall be construed
to be covenants running with the land with respect to the interest of the parties
hereto and their successors in interest until thi; agreement terminates, and any
grant, transfer, or conveyance, of interest in land or leases subject hereto
shall be and hereby is conditioned upon the assumbtion 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, pho-
tostatic, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the Secretary or his duly authorized representative and shall
terminate five (5) years from said effective date unless

(a) such date of expiration is extended by the Director, or

(b) it is reasonably determined prior to the expiration of the fixed
term of any'extension thereof that the unitized land is incapable of
production of unitized substances in paying quantities in the formations
tested hereunder and after notice of intention to terminate the agreement

. on such ground is given by the Unit Qperator to all parties in interest

at their last known addresses, the agreement is terminated with the
approval of the Director, or

(¢) a valuable discovery of unitized substances has been made or
accepted on unitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such

term and so long as unitized substances can be produced in quantities

sufficient to pay for the cost of producing same from wells on unitized

land within any participating area established hereunder and, should
production cease, so long thereafter as diligent operations are in
progress for the restoration of production or discovery of new produc=-
tion and so long thereafter as the unitized substances so discovered

can be.produced as aforesaid, or

(d) it is terminated as heretofore provided in this agreement.
This agreement may be terminated at any time by not less than 75 per centum,

. A . \ .
on an acreage basis, of the owners of working interests signatory hereto,

17

r

W oW W W W W R NN RN ORNORNONORN N RN e e e e e e oem e e
i F WM = 0B NN P W N = 0 W 0N 0V W N o~ O W Om N\ s W




© W 0 ~N o060 I F W

W OW W W W W ONNRNNN NN RN NN e e s e e — s et s
w1 5w N = 0O WY 00N 0NN W N = O W 0N o0y w N -

with the approval of the Director; notice of any such approval to be given
by the Unit Operator to all parties hereto. -

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in his
discretion the quantity and rate of production undef this agreement when such
quantity and rate is not fixed pursuant to Federai or State law or does not
conform to any state-wide voluntary conservation or alloccation program, which
is established, recognized, and generally adhered to by the majority of
operators in such State, such authority being hereby limited to alteration or
modification in the public interest, the purpose thereof and the public interest
to be served thereby to be stated in the order of alteratiﬁn or modification.
Without regard to the foregpiﬁg, the Director is also hereby vested with
authority to alter or modify from time to time in his discretion the rate of .-
prospecting and 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 Fedaral or State law.

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

22. APPEARANCES. Unit Operator shall, after notice to other parties
affected, have the right to éppear for and on behalf of any and all interests
affected hereby before the Department of the Interior and to appeal from orders
issued under the regulations of said Department or to apply for relief from
any of said regulations or in any proceedings relative to operations before
the Department of the Interior or any other legally constituted authority;
provided, however, that any other interested party shall also have the right
at his own expense to be heard in any such proceeding.

23. NOTECES. All notices, demands or statements required hereunder to
be given or rendered to the parties hereto shall be deemed fully given if
given in writing and personally delivered to the party or sent by postpaid
registered mgiI, addressed to such party or parties at their respective
addresses set forth in connection with the signatures hereto or to the ratifi-
cation or consent hereof or to such other address as any such party may have

furnished in writing to party sending the notice, demand or statement.
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24, NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained

shall be construed as a waiver by any party hereto.of the right to assert any
legal or constitutional right or defense as to the validity or invalidity of
any law of the State wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or

as a waiver by any such party of any right beyond his or its 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 substances from any of the lands covered by this agreement shall be
suspended while, but only so long as, the Unit Operator despite the exercise
of due care and diligence is prevented from complying with such obligations, in
whole or in part, by strikes, acts of God, Federal, State, or municipal law

or agencies, unavoidable accidents, uncontrollable delays in transportation,

inability to obtain necessary materials in open market, or other matters

beyond the reasonable control of the Unit Operator whether similar to matters

herein enumerated or not.

26. NOND!ISCRIMINATION. In connection with the performance of

work under this agreement, the operator agrees to comply with all of the

provisions of section 301(1) to (7) inclusive, of Executive Order 10925

(26 F. R. 1977), which are hereby incorporated by reference in this agreement.
27. LOSS OF TITLE. In the event title to any tract of unitized land
shall fail and the true ownef cannct be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there
shail be such readjustment of future costs and benefits as may be required on
account of the loss of such title. In the event of a dispute as to title as
to any royalty, working interest, or other interests subject thereto, payment
or delivery on account thereof may be withheld without liability for‘interest

until the dispute is finally settled; provided, that, as to Federal land or
leases, no payments of funds due the United States should be withheld, but
such funds shall be deposited as directed by the Supervisor to be held as
unearned money pending final settlement of the title dispute, and then applied
as earned or reﬁurned in accordance with such final settlement.

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

28. NON-JOINDER AND SUBSEQUENT JOINDER. |f the owner of any substantial

19

—

»N

O W 0 N o U Foow

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27"
28
23
30
31
32
33
34
35



11

13
4
15

16
17
18
19
20
2]

22
23
rl
25
26
27
28
29
30
31

32
33
34
35

© W W N VM P oW oN

interest in a tract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working interest in th;t tract
may'withdraw said tract from this agreement by written notice to the Directar
and the Uﬁit Operator prior to the approval of this agreement by the Director.
Any oil or gas interests in lands within the unit area not committed hereto
prior to submission of this agreement for final approval may thereafter be
committed hereto by the owner or owners thereof subscribing or consenting to
this agreement, and, if the interest is a working interest, by the owner of
such interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the right of sdbsequent joinder, as
provided in this section, by a working interest owner is subject to such
requirements or approvals, if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final approval hereof
Jjoinder 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 benefits that may accrue hereunder in behalf of such non-

working interest. Joinder by any owner of a non-working interest, at any

time, must be accompanied by appropriate joinder by the owner of the correspond-

ing working interest in order for the Interest to be regarded as committed
hereto. Joinder to the unit agreement by a working-interest owner, at any time,
must be accompanied by appropriate joinder to the unit operating agreement, if
more than one committed working-interest owner is involved, in order for the
interest to be regarded as committed to this unit agreement. Except as may
otherwise herein be provided subsequent joinders to this agreement shall

be effective as of the first day of the month following the filing with the
Supervisor of duly executed counterparts of all or any papers necessary to
establish ef%ective commi tment of any tract to this agreement unless.objection
to such joinder is duly made within 60 days by the Director.

29. COUNTERPARTS. This agreement may be executed in any number of
counterparts no one of which needs to be executed by all parties or may be
ratified or consented to by separate instrument in writing specifically
referring hereto and shall be binding upon all those parties who have executed
such a counterpart, ratification, or consent hereto with the same force and
effect as if all such parties had signed the same document and regardless of

whether or not it is executed by all other parties owning or claiming an
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interest in the lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise
by any working interest owner of the right to surrender vested in such party
in any lease, sub-lease, or operating agreement as to all or any part of the
lands covered thereby, provided that each party who will or might acquire such
working interest by sﬁch surrender or by.forfeiture as hereafter set forth, is
bound by the terms of this agreement.

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

If as the result of any such surrender or forfeiture the workingvinterest
rights as to such lands become vested in the fee owner of the unitized sub-
stances, such owner may:

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

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

(3) -Operate or provide for the operation of such land independently
of this agreement as to any party thereof or any oil or gas deposits
therein not then included within a participac{ng area.

i{f the fee owner of the unitized substances does not execute this

21

W ~N o0 VM oW

\D



O W 0 ~N O v F W oo -

W W W W W W N NN N NN e e e e e e e e e e
v £ W P - o W o0 - o F w N Ead o W 0 o W o owo» -

agreement and the unit operating agreement as a working interest owner or
again lease such lands as above provided with respect to each existing partici-
pating area, within six (6) months after any such surrender or forfeiture,
such fee owner shall be deemed to have waived the right to execute the unit
operating agreement or lease such lands as to each such participating area,
and to have agreed, in consideration for the compensation hereinafter provided,
that operatioﬁs hereunder as to any such participating area or areas shall not
be affected by sucﬁ surrender. -

For any period the working interest in any lands are not expressly
committed to the unit operating agreement as the result of any such surrender
or forfeitﬁre, the benefits and obligations of operations accruing to such

lands under this agreement and the unit operating agreement shall be shared

"-by the remaining owners of unitized working interests in accordance with their

respective participating working‘interest ownerships in any such participating
area or areas, and such owners of working interestsshall compensate the fee
owner of unitized substances in such lands by paying sums equal to the rentals,
minimum royalties, and royalties applicable to such lands under the lease in
effect when the lands were unitized, as to such participating area or areas.
Upon commi tment of a working interest to this agreement and the unit
operating agreement as provided‘in this section, an appropriate accounting
and settlement shall be made, to reflect the retroactive effect of the
commi tment, for all benefits accruing to or payments and expenditures made or
incurred on behal f of such surrendered working interest during ;he period
between the date of surrender and the date of recommitment, and payment of any
moneys found to be owing by such an accounting shal! be made as between the
parties then signatory to the unit operating agreement and this agreement
within thirty (30) days after the recommitment. The right to become a party
to this agreement and the unit operating agreement as a working interest
owner by reason of a surrender or forfeiture as prﬁvided in this section shall
not be defeated by the nonexistence of a unit operating agreement and in the
event no unit operating agreement is in existence and a mutually acceptable
agreement betwazen the proper parties thereto cannot be consummated, the
Supervisor may prescribe such reasonable and equitéble agreement as he deems
warranted under the circumstances.‘{

i - )
Nothing in this section shall be deemed to limit the right of joinder or
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subsequent joinder to this agreement as provided elsewhere in this agreement.

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

‘working interest to the party from Whoonbtajned'shall be subject to the same

conditions as set forth in this section in regard to the exercise of a right
to surrender. .

31, TAXES. The workin§ interest owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or measured
by the unitized substances in and under or that may be produced, gathered and
sold from the Tand subject to this contract after the effective date of this
agreement, or upon the proceeds or net proceeds derived therefrom. The workiﬁg
interest owners on each tract shall and may charge the proper proportion of
said taxes to the royalty owners having interests in said tract, and may
currently retain and deduct sufficient of the unitized substances or derivative
products, or net proceeds thereof from the allocated share of each royalty
owner to secure reimbursement for the taxes so paid. No such taxes shall be
charged to the United States or the State of New Mexico or to any lessor who
has a contract with his lessee which requfres the lessee to pay such taxes.

32. NO PARTNERSHIP. It is expressly agreed that the relation of the
parties hereto is that of independent contractors and nothing in this agreement
contained, expressed or implied, nor any operations conducted hereunder, shall
create or be deemed to have created a partnership or assoclation between the
parties hereto or any of them.

33. FOREST LAND ST!PULATION. Notwlthstanding any other terms and
conditions cantained in this agreement, all of the stipulations and conditions
of the individual leases between the United States and its lessees or their
successors or assignees embracing lands within the unit area included for the
protection of lTands or functions under the jurisdiction of the Secretary of
Agricul ture shall remain in full force and effect the same as though this
agreement had not been entered into, and no modification thereof Is
authorized except with the consent in writing of the Regional Forester,

United States Forest Service, 517 Gold Avenue, N. W., Albuquerque, New Mexico.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and have set opposite their respective names the date of execution.
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CANADA 0JITOS UNIT AREA
RIG ARRIBA COUNTY, NEW MEX!CO

UNIT OPERATOR

Attest: BOLACK-GREER, INC /
~ - /
A A ///// 77

{ T R -
o e T2 e
S C=SSecretary resident

ADDRESS:

158 Petroleum Center Building

Farmington, New Mexico

STATE OF New Mexico )

: S8
COUNTY OF San_Juan )

\
e
The foregoing Unit Agreement was acknowledged before me this 77 =

day of (L’Zm;;/( , 1963, by ’—’—tﬂw RJ(L,L L , the
/)’L(’/:J./r@( 2 O , of Bolack=Greer, Inc, a k’(;(- %4-[(4)

k)KLqL £ fﬂ(i el ;ﬁxc—'?

Notary Pﬂbl ic

corporation, on behal f of saud corporation.

My commission expires _ X - 7{7"19/;4




CERTIFICATION~-DETERMINATION

14-08-0001 8526

Pursuant to the authority vested in the ﬁecretary of Interior, under

the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U. S. C.

secs. 181, et seq., and delegated to the Director of the Geological Survey

pursuant to Departmental Order No. 2365 of October 8, 1947, | do hereby:

A. Approve the attached agreement for the development and operation

of the Canada 0jitos Unit Area, State of New Mexico.

B. Certify and determine that the unit plan of development and

operation contemplated in the attached agreement is necessary and advisable
in the public interest for the purpose of more properly conserving the

natural resources.

C. Certify and determine that the drilling, producing, rental,

minimum royalty, and royalty requirements of all Federal Jeases committed
to said agreement are hereby established, altered, changed, or revoked to

conform with the terms and conditions of this agreement.

Dated JUN 19 1863

p—

Acting pirector, United States Geological Survey

ggtIVE
R Jun2d 1963 @

H{W VEY
‘E.OLO\;\\.»L N
'ags::mm NEW MEXCO



AMENDMENT 7O
UNIT AGREEMENT

CANADA_OJITOS UNIT AREA
COUNTY OF RIO ARRIBA
STATE OF NEW MEXICO

THIS AMENDMENT made as of the 1st day of January, 1969,
by the parties who execute or ratify this amendment or a
counterpart thereof,

WITNESSETH:

WHEREAS, the parties hereto have entered into that certain
UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION OF THE CANADA
OJITOS UNIT AREA, COUNTY OF RIO ARRIBA, STATE OF NEW MEXICO,

. dated as of the lst day of April, 1963, effective June 19, 1963,
the date approved by the United States Geological Survey, and
desiénﬁted Agreement No. 14-08-0001 8526, hereinafter referred
to as the "Unit Agreement"; and
' WHEREAS, the parties who execute and ratify this amend-
ment, or a counterpart he;eof, desire to amend Sections 1l and
12 of the Unit Agreement;

NOW, THEREFORE, in consideration of the mutual benefitas
resulting, IT IS AGREED that Sections 1l and 12 of the Unit
Agreement be, and the same are hereby, amended and revised as
follows:

Section ll:
On Page 10, Line 22 of the approved Unit

Agreement, after the word "quantities" insert the

phrase "or necessary to unit operations”, and after

the word "as" insert the phrase hunnecessary to unit
operations or".

On Page 10, Line 32 of the approved Unit
Agreement, after the word "quantities" insert the
phrase "or necessary to unit operations®.

Section 12:
On Page 12, Line 1 of the approved Unit

Agreement, between the word "otherwise" and the period

insert the langﬁage “"and the allocation of production



to land addéd to a participating areaz on the basis
of its importance to unit operations may be upon
such equitable basis as may be approved by the
Director'.

This amendment shall be binding upon a2ll the parties who

_axecute or ratify the same retroactively to the effective

date hergof, even though it 1s not executed by all of the
parties to the original Unit Agreement, and thlis amendment
shall extend to and be binding upon their respective heirs,
executors, administrators, successors and assigns.

This amendment may be executed in any number of counter-
parts, no one of which needs to be executed by all parties,
or may be ratif;ed or consented to by separaste instrument,
in writing, specifically referring hereto, and shall be binding
upon 2ll parties who have executed such a counterpart,
ratification or consent hereto with the same force and effect
as if all parties had signed the same document.

IN WITNESS WHEREOQPF, thevparties hereto have executed this
amendment as of the day aﬁd year fifst above written, and have

set opposite their names the date of such execution.

DATE: BENSON-MONTIN-GREER DRILLING CORP.
N ~ B - ,/,,/7
D BY: _ o e s
’ o President
ATTEST:

. =
[\4 th.v\—(n-; (/ - /I:—Z

" Secretary

(i A

Tom Bolack

AN
‘T - C &4 , Y
; / ' John R. Anderson

AMCO, INC.
~~

S :2@ T

ATTEST:

ILLEGIBLE oo i




N
N
N

gﬂw

/H. Carpenter

2—r9 =& 9

s 7L

s (7 1L7¢7

Z-2-¢g

Fbe /7 1G]

e -‘f;” /—/7v/’
- vﬁ/ﬁfﬁf?”//.;‘ il
Albert RT Greer hal

GREER ENTERPRISES LTID.

Jack ndon, Jr

MONTIN-HARBERT PIPELINE CONSTRUCTION

co., -
\— \
BY: tﬁ\\m

President

ATTEST:

~ A. C. Montin

N

Wm. V. Montin

g }CS%LO \\+ \l b

Jessie 3tanley

Virgil L. Stoabs

ILLEGIBLE




STATE COF NEW MEXICC
38,
COUNTY OQOF SAN JUAN
T+ 4
Acknowledged before me thislsY day of _ ., 1963,
by ALBERT R. GREER, President of BENSON-MONZ LLING

CORP., on behalf of said corporation.

-7,

~

'COUNTY OF SAN JUAN

My /qgmmiasion Expires: // ' ‘%’
: 3 /{ /4 7, _% ublic
L"‘; _

STATE OF NEW MEXICO

ss.
COUNTY OF SAN JUAN ;

Acknowledged before me this /_g__; day o:‘M , 1969,

by TOM BOLACK.

My Commission Expires: C .
' @ Z & /571 ' ot%béi;
74 _

STATE OF NEW MEXICO
3s.

A
Acinowledged before me this k/ﬁ day of M?‘, 1969,

by JOHN R. ANDERSON.

My Commission Expires: ) ,
Ve I/ Z/ﬁ:-./ ’41'/
(g /T 1571 _ ary bublic

/4

STATE CF NEW MEXICO
COUNTY OF SAN JUAN

Ss.

Acknowledged before me this % = day of - _, 1969,
by JOHN R. ANDERSON, President of AMCO, INC £ on behZf of

said corporation.

My Commission Expires: - . y

/‘9 - f’//;ﬂM Z/d-"-/‘-"'-/
clico S/ /T 7 Nofary Public

,// 4
STATE OF TEXAS )
COUNTY OF " e _ E G l B L E
- -
Acknowledged before me this -~ day of o . - -+ , 1969,

by F. H. CARPENTER.

My Commission Expires: : —

el e e \W-

— \Iot:a»r'y ETEREN

~ .
N ——




STATE OF NEW MEXICO s
ss.

COUNTY OF SAN JUAN

)
Acknowledged before me this&éfz/xday of & : . 1969,
by ALBERT R. GREER, individually, and as C-ez;eraf far%er of
GREER ENTERPRISES, LID., a Limited Partnership.

My Commission Expires: - .
A T Ao

' _/ﬁn;; s ?é Wofary Public

STATE OF %’% q
~ S.
COUNTY OF St

Acknowledged before me this /5 C‘aay of , 1969,
by BILL L. HARBERT. .

My Commission Expires: ; )
. 4 g = .
gl 27 /570 Ll S

STATE OF OKLAHOMA

ss.
COUNTY OF OKLAHOMA %

S.

. . o —
‘Acknowledged before me this $~ -  day of £ , 1969,
by JACK LONDON, JR. I :
My Commission Expires: ] A,
-, o /,jM T Ty T
Lbnanes ¥ 5T ) Notary Public

7/

4
STATE OF OKLAHOMA
COUNTY OF OKLAHOMA

Ss.

e

Acknowledged before me this /7 ¥ day of . S 1969,
by WM. V. MONTIN, President of MONTIN-HARBERT P1 Eflﬁt/
CONSTRUCTION CO., INC., .on behalf of said corporation.

My Commission Expires: L _
o~ O R R T
Frdinea s IE 1171 “Notary Public

STATE OF OKLAHOMA

. ILLEGIBLE

Acknowledged before me this :ij/(_ day o?gi)i»c oy , , 1969,

by A. C. MOMIN.
|

My Commission Expires: - - /
= /‘; Ll ipen J_ ._f‘-;/x..,«/)szv

COUNTY OF OKLAHOMA

JOT I N TR i Notary Public /

)
v




STATE OF OKLAHOMA
COUNTY OF OKLAHOMA

Ss.

. y _
Acknowledged before me this /7% day of _A.diwwew , 1969,
by WM. V. MONTIN. : -

v

My Commission Expires:

/,04; "‘7‘ /2 /77 Notary Pﬁblic

STATE OF NEW MEXICO }
ss.
COUNTY OF SAN JUAN

Acknowledged before me this g7 ﬂ

y .
day of &%= . 1969,
by JESSIE STANLEY.

My Commission Expires: /‘ ]
/7 - ) T e 7
/La,} /6 /97 ~7  Nofary Public

STATE OF NEW MEXICO

ss.
COUNTY QF SAN JUAN E

Acknowledged before me this,,'lf"/ day of ’a%_, 1969,

by VIRGIL L. STOABS. o
My Commission ires: ‘ .
y ¥ Exp / N 7/. .~

A //(- /G - ry Public






JNIT OPERATING AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE

CANADA OJTITOS UNIT AREA,
COURTY CF RI0 ARRIBA
STATE OF HEW MEXICO

This ‘it Operating Agreement for the captioned unit comprises the following five divisions:
THIS INTRODUCTORY PAGE

TABLZ OF CONTENTS (2 pages!

(]

[
H
.

III. m sASI(‘ Aoamm (36 articles of standard provisions)
= ond revision) (Pages 1 %o 15)
IV. QTHER PROVISICNS COMSISTING OF THE FOLLOWING ARTICLES:

37. No cbligation to represent other parties berfors the Federal Energy Regulatory Commission
38. Subsequently Created Lesse Burdens

39. Treatment of Non-Cammitted Lands

40. Supesriority of Unit Operating Agreement

41. Additional "other provisions", If any
41.1 Unpaid Unit '""Costs'
41.2 Restoration in Event of Overpayment for Production Not Taken in. Kind _

41.3 Qther Provisions regarding WISP:
A. Costs (refers to Article 6.4)

B. Correlative rights regarding WISP production (refers to Article 6.4)
C. Extinguishment of WISP provisions in event of secondary recovery
or pressure maintenance (refers to Articles 25 and 6.4)
41,4 No Casing Point Election for Mancos Wells (refers to Arcicle 4)
41.5 Recognition of Inflacion in Investment Adjustment (refers to Article 13)

V. EXHIBITS AS POLLOWS:

Exhibit A - gd‘:n:g"ytng, 1f applicable. varisble provisions of Articles 6§, 12, 25 and
. 1]

Part I - as to Article 6 (WISP)

Part IT - as %o Article 12.2(b) - exception wells

Part III - as to Article 25.1 - Voting percent for secondary Recovery
Part IV - As to Exhibit 4 - minimum sizes of tracts for drilling blocks

Exhibit 1 - Descripticn of nit Area (referrsd to Ln first recital)
Exhibit 2 - Accounting Procedure /raferred to in Sections 1.4 and 1.18)
Exhibit 3 - Initial Test Well (referred to in Sections 1.13, 2.1, 3.1 and 3.2)
Exnibit 4 - Part 1: Drilling of “xploratory Wells

Part 2: Attempted Completiocn, Deepaning, Plugging Back and Abandorment
xhibit 5 - Insurance (referred to in Sections 16.2&, 16.28 and 16.2C)
£xhibit 5 - Non-Discrimination: Sxacutive Qrder 11246 (30F.R. 12319), Section 202

Other Exhibits, if any

Type log attached to back cover: reference identification of
""Main Mancos formation'' defined on Page 1, referred to in 41.4.

(Por purposes of identification this Unit Operating Agreement is given Code Number COUOA-3181 , which
code number appears at the dottom ol Any page of the Unit Operating Agreement or (t3 eXhiBlts whicn require itden-
tification of variables, or on wnich a change or modification from the printed rorm has been made.



TABLE OP CCNTENTS
UNIT OPERATING AQREIMENT

fage Page
Preliminary RECLIAlE ...cecsrccscscnncnnacncesns e ARTICLE 10
ARTICLE L Seation 10.1 DOfiNitiON ..siervavonsoonae 5
DEFIRTITIONS: Section 10.2 £lection to Drill ..,.. . 5
Seation 10.3 Alternatives to Orilling ... 5
Seotion l.léa Unit Agreseent Dafinitions ..... 2 A. Compensatory Royalti 3
Section L.1(B] OJIr®CCOr ireiscccscansncnaa 8. Contraction . . 5
Seation l.l(s 2 C. Termination . . ]
Seation 1.2 2 Section 10.4 Required Drilling §
Section 1.3 2 A. Development Jeil .. 5
Section 1.4 2 B. Zxplaoratory Well ....... 5
Sescion 1.5 2
Section 2
Seetion Eu; 2 ARTICLE 11
Sestion 1.7(b ATTEMPTED COMPLETION, DEEPINING,
2 PLUGGING BACKX AND ABANDONMENT
Section 1.8 2
Section 1.9 2 Section 11.1 Procedur® .....ccveecenacenee 5
Section 1.10 2
Section i.1l 2
Section 1.12 2 ARTICLE 12
Section 1.13 ? RIGHTS AND ou.m:xm.t.nm PARTY AND
Section 1l.14 2 ION-DRILLING PARTY
Section 1.15 2
Seotion 1.16 2 Section 12.1 Scope of Article .... . S
Section 1.17 Section 12.2(a) Relinquisnment of Inf Yy
2 Non-Drilling Parcy s
Section 1.18 2 Section 12.zm 3
Seation 1.19 2 Section 12.2{¢
linquisaing Party ....eeeen. ]
Section 12.3 Reversion of Rcu.m L1sned
ARTICLE 2 INCATESE cccovuesevonnnssnas é
NO LIABILITY ¥Q {LLING, DEEPENING OR Sestion 12.4 Effect of Reveraion ........ 6
PLUGOING BACK WELLS WITHOUT CONSENT Sestion 12.5 3lgnts and Obligations of
Drilliag PArtY ..ecevcecones 8
Seetion 2.1 No liaoility witnout Consent .. 2
ARTICLE 1
n%ﬁ ADJUSTMENT ON OR CHANGE
pe-) WELL OF PARTICIPATING AREA
Section 3.1 LOCATLON -qinevsveoncarnansaans 2 Section 13,1 When Adjustmant Made 5
Section 3.2 Coats of Drilling ..ceevcsavees 3 Seesion 3.2 Definitions T
A, %‘l‘ublc . 7
3. tangiole Valu 7
ARTICLE 4 C. Tangible Property . 7
SUBSEQUENT TEST WELLS D VAlUE ..cueevoeasvacsaas 7
Section 13.3 Mecnod of Adjustment on
Section 4.1 R1gnt O DPLll .ceveevecnnacsne 3 Zstaclianment or I 7
Sastion 13.4 Mectnod of Adjustment on
ARTICLE 3 c::ntucuon‘. weiiaa N 7
Seection 13.5 Owneranip of Weiiz ana Tanzible
a's'uat.m nm:urim: CONSOLIDATION PPODOPETY .icevenersncesvenne 8
PARTII:INTM ARZAS Secclon 13.3 Relinquisned Intecesca of
Non-Drilling Parties ....... 8
Section 5.1 Proposll ...iccereceiconvervans 3 Section 13.7 No Lisoility for Investment
Section 5.2 0! 3 AdJUBTMENET overvecrncarccnnn 8
Section 5.3 3
Section 3.4 3 -
Seetion $.5 CONSolldRCioN ..vcnvcnransrcscs 3 ARTIC 14
SUPERVISION Of 2 S 3Y PARTIES
ARTICLE Seettion 14,1 Aignta af Supervision 8
APPORTIONHEIIT OF C m SHIP AND DISPOSITION Saction i4.2 Voting centrol 3
PRODUCTION AND PROPERTY Sacsion 14.3 8
3 Sec.ion 14,4 8
Sscticn 9.4 Apportionnent and Owneranip Section (4.5 Ed
ditain Participacing Ares 2 Jeation l4.3 9
A. Costy ... 3 Seection 4.7 Ixtranecus Projecta ........ 9
3. Production . k)
C. Property ... 3
Section 6.2 Special Pravisiona for Inltial ARTICLE J.E
Tsag 4ella or Zxploratory wells 3 UMIT OPERATQ AND RIGHTS
3ection 6.3 Ownersnip and Coats outside
. Particioacing Area ............ 3 Seetion 15.1 In Ceneral .....ccoevvenusns 9
Section 5.4 dorxing Innnst Segregatea Pro-- Jection 15,2 Imployees .. 9
duccion ("WISP") L.aieveniecnns 3 Jeetion 15.3 Hon-Liapility . 3
Section 6.9 Taking in Kind ........ 4 Section 15.4 Force Majeure . 9
Section 3.8 Fallure to Take !n Kina ....... 4 Seetion 13.9 Lien .... bl
Section 3.7 Surpius Maceriils and Iquiomenc < Seezion 15,3 Advances 3
Seecion i5.7 Use of Un.
- - 3 Jrilling Zquipment . . 9
A CLE Secticn 1S, RAZNES 33 PRAPLY ...i.eaerenn El
PLANS JF DEVELOPMENT
Seetion Wells and Projects Included 4 ARTICLE 16
Section Notice of Proposea Plan . 4 HPERKTCRTS O
Section Notice of Approval or Dizavproval “+
Section Amandments .. seavecans “ Cecclon ih.l ;uectu: Juties ..i...eeeeas 2
Section Csasation of s under Flan 4 11ling of Wells .,..... 3
5. \.cmplu.nca w“ita Lawa and
AGreeMENTE L....iiieeann 3
ARTYCLE 3 $. Consgultacicn with Parties 2
JRILLING OF DCVELOPMENT WELLS 3. Payment of Coate
I, TeCOrdS Li.eeneans 0
Section 3.1 2urpose and ?rocedure ......... - 7. Access =0 Unii irea .... 10
Section 3.2 Notlce of Proposea Orilling . - G. Non-Privileged Inform-
Section 3.3 Aexponse to NOTLCE ...i.cavsass 4 1cten L
Section 3.4 Notice af £leciion zo Drill ... 4 4. ’-1v:.laged Infcm:icn.. 10
Section 3.3 iffect of Zlectlon to Drill ... 4 Secsion 15.2 Insurance ....... 10
Section 3.0 Sudbsequent Z1eCTiON .......e..n 4 3. Unit Operacor's 10
Seetion 3.7 Aignts and Cbligations of 3. Contractor's 0
Orilling Party and Non-Jrilling lecilon lc.3 Non=dizeriminatic el
PAPTY veueeovescucrnssrasananns 3 3 <+ Jrilling Contracsa 18
Yninsurea Losczes . PR Ry
ARTICLE 9
SXPLORRTORY o= ARTICLE 17
LIMITATIONS N UNIT CPSRATOR
Section 3.1 Procedure for 2rilling ........ 3
feernion 1T.L Speciflc Limisacions ....... 0
-. lsange in Operations ... c

3. Limic on Ixpencl:iures .. 10
. Par<ial Gellnaui p
2. 3e ement of Cl;
2. Determination® ......... Ll




ARTICLE 18
e

Section 18.1 Repressntations of Ownersnip
Section 18.2 Title Papers to be Furnisned
A. Lease Papers ...........
B. Title Papers for Initial
Test Wall ..c.cvevnnnnns
C. 7Title Papers for Sui
qQuENt Wells ...ecsrssnne
D. Title Papers on Estadblian-
sent or snlargement of
a Participating Area ...
Section 18.3 Title Exasination
Section 18.4 Option for Md:.:toml Title
EXARINALION +eesvevacreavras
3ection 18.5 Expense of Title Examination
and Curative Work .....ceeee
Section 18.6 mn.\ of Title punr o

seseeanss

ANE cereces
Section 18.7 Awrevu of Titie on ?nuun-

Section 18.8 Effect of Disapproval of Title

Participating ATeR ......c..
Section 18.9 Failure of PTitle to Committed

Herlu.n; Interest Before
Section 18.10 huuﬂ of ‘Titie to Committed

Working Interest After

essnassssonvensanasn

Approval
Section 18.11 Joinder by True Owner ......

waa Ty Pebeses

Unless otherwise provided, Agresemsnt is Silent

Section 20.1
Sestion 20.2
Section 20.3

Section 21.1
Section 21,2
Section 21.2
Section 21.

22
mmannﬁ%mmm

Section 22.1 Limitation om Right of
Withdrawal ...ccececaoncenns
Section 22.2 The Effect of Non-Withdrawal

at Direction of Parties ....
S 2.3 o Ron-withdrawal

Tranaf:
Notlces and Returns .

Section 23.1
Seetion 23,2

Seetion 23.3

4 Well Other than a
Devslopment Well ...

ARTICLE 24
SEPARATE MEXSUNEMENT AND SALVAGE

Section 24.1 Separate Measurement .......
Section 24.2 Salvaged Materials .........

ARTICIE 23
SECONDARY MAINTENANC!

Section 25,1 Consent Required .....ccc...
Section 25.2 Above Ground Fasilities ....

ARTICLE 26

Section 27.1 Surrendsr or Release Within
Participating Aref ....sec.s

Section 27,2 Procedurs on Surrender Out-
side Participacing Area

3ection 27.3 Accrusd Obligations ...

eg%:u 28
SEVEHAL,

Seetion 28.1 LABDL1ILY .ccevsccesssacocsna
Section 28.2 No Partnersnip Created
Section 28.3 ElOCC1ON .cccenssvesrnansens

ARTICLE

Seetion 29.1 Giving and ReceliPt .........
Seection 29,2 Proper AdAresses ....caccsa.

12

12

12

12
12

12
13

13

13

13

13
13

13

13
14

14
14

14

14
14

14
15

TABLE OF CONTENTS
YAOE 2

ARTICLE EO
EXECUTED IN COI RATIPICATION

Section 30.1
Seczion 3.2

Sention 31.1

Section 32.1

Section 33.1

Ssction 34.1
Ssction 34,2

Section 35.1

COUNTErPATES +.cveuaroncooas
Ratification .....

ARTICIE 31
SUC IONS

COVenants .c....voiau.

ARTICLE 32
HEADING!
Headings ..ccvvveeenacoraaes

e

Not Walved .....vceenananen.

AR‘!"’ECIE ih

Prior to Cosmencement of
Operatiol

BB ienesrsanena

Bffect of
Effect of SIQNACUIM® ....ecce

{OTHER PROVISIONS AND EXHIBITS)

(LISTED ON INTRODUCTORY PAGE)

15

15

15

15
15

15



UNIT OPERATING AGREEMENT

CANADA OJITOS UNIT AREA

RIO ARRIBA COUNTY, NEW MEXICO

THIS AGREEMENT, made as of the first day of March, 1981, hy and among
the parties who execute or ratify this agreement or a counterpart
hereof,

WITNESSETH:

WHEREAS, the Parties have committed their interests into that
certain UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION OF THE CANADA
OJITOS UNIT AREA, County of Rio Arriba, State of New Mexico, dated
as of the 19th day of June, 1963, and hereinafter referred'to as the
"Unit Agreement”, covering the lands described in Exhibit 1 hereto
attached, which lands are referred to in the Unit Agreement and in
this agreement as the "Unit Area" and which Unit Area may, by the
terms of the Unit Agreement, be expanded or contracted, and lands
in the Unit Area shall be the lands covered by this agreement, insofar
as the o0il and gas leases thereunder are committed to the Unit
Agreement by the Parties hereto; and

WHEREAS, the Parties enter into this agreement pursuant to
Section 7 of the Unit Agreement;

WHEREAS, thg Parties currently are considering expanding the
Unit Area, but whether or not it is expanded, the Parties nevertheless
enter into this Agreement;

NOW THEREFORE, in consideration of the mutual agreements herein
set forth, it is agreed as follows:

Construction of Regulatory Authorities and MNames.

The authority of the Federal Power Commission, as identified
herein, has been superseded by that of the Federal Energy
Requlatory Commission, and wherever in the following
articles (particularly article 37) the words "Federal Power
Commission" appoear they shall be construed to mean "Federal
Energy Regulatory Commission”, or such other appropriate
succeeding governmental authority:; as is proper:

Special Definitions:

Main Mancos formation: as used herein means those members
of the Mancos formation from its top to the base of the
Greenhorn member; and is equivalent to that stratigraphic
interval shown on the Schlumberger electric log of the
Canada Ojitos Unit No. 0-9 well, located in the southeast
quarter of Section 9, Township 26 North, Range 1 West,
between the depths of 6155° and 8137°; such reference
electric log bheing the Schlumberger Induction Electric log
run June 18, 1963 with well identification of "Bolack-Greer
No. 1 Bolack";

COUOA-3181 PAGE 1



i.1{a) Unit Agreement Definitions. The definitions contained in “he Unit Agreement are adopted Zfor all
purposes of this agreement. £) <lon, each term listed below shall have the meaning stated therefor. whenever
used in this agreement.

1.1(b) "Director" means the Director of the United States Geological Survey. In the instance of approval
required by UST3, Dlrector” also means "Supervisor” if the Supervisor has the authority to so act.

1.i(c) "Supervisor' means the Supervisor of that division of the United States Ceological Survey which has
jurisdiction over the rederal lands subjact to this agreement.

1.2 "Upit Operator" means BENSON-MONTIN-GREER DRILLING CORP. and 1ts successors, as the Unit Operator
designated in accordance with the Unit Agreement, acting in that capacity and not as an owner of Working Interest.

1.3 "party" means a party to this agreement, including the Party acting as Unit Operatcr when acting as an
cwner >f Working Lnterest.
1.4 "Costs" means all costs and expenses incurred in the development and cperation of the Unit Area

pursuant to thIs agreement or the Unit Agreement and all other expenses that are herein made chargeable as Casts.
determined in accordance with the accounting preccedure set forth in Exhibit 2 attached hereto, which shall govern
in all matters covered therecy, except that in event of inconsistency between said accounting procedure and this
agreement, this agreement shall control.

1.5 "Committed Working Interest" means a Working Interest which is shown on Exhibit to the Jnit Agreement
as owned ty a Party and which %s commltted to the Unit Agreement. Whenever reference is made to & Party "in’ or
“"within" the Unit Area, a participating area. or other areas designated pursuant to this agreement, such reference
shall mean a Party owning 2 Committed Working Interest in lands within such area.

1.5 "Acreage Basis" when used tc describe the basis of participation by the Parties within the Unit Area,
a Participating area, or other area designated pursuant to this agreement In voting, Costs, or Production, means
participation by each szuch party in the proportion that the acreage of {ts Committed Working Interests in such area
bears to the total acreage of the Committed Working Interests of all such Partiles therein. For the purposes of this
definition, {e) the acreage of the working interest in a tract within the Unit Area shall be the acreage of such
-“ract as set forth in Exhibit 3 to the Unit Agreement, and (b} if there are iwo or more undivided working interests
in a tract, there shall be apportioned to eacn such working interest that propertion of the acreage of the tract
that such working interest bears ‘o the entire working interest in the tract.

1.7(a) "Production” means all initized Substances produced and saved from the Unit Area except so much thereof
as 15 used in THE conduct of cperations under the Unit Agreement and this agreement.

1.7{b) "Working Interest Segregated Production"' ("WISP"! means that production belonging %o the working
interest from Wells, rormatlon and lands as more partlcularly described in Article 4.4 and Exhibit 4 which is
segregated from unit "Production”.

1.3 "Lease Burdens" means the royalty reserved to the lessor in an oil and gas lease, an overriding royalty
a production payment ana any similar burden. but does not include 2 carried working interest, a net profits interest
or any other interest which 1is payable ocut of profits.

1.9 "Drillin§ Party” means the Party or Parties cbligated to bear the costs incurred in Drilling, Deepening
sr Plugging Back a we n accordance with this agreement at the commencement of such operation.

1.10 "Non-Drilling Party" means a Party who has nad the optlonal right to participate in the Drilling,
Deepening or Pluzging Eacé ST 2 well and who has elected not te participate therein.

1.11 "Drill” means tc perfocrm all operations reasonably necessary and incident to the Drilling of a well

including preparatlon of roads and drill site, %Zesting, and, if productive of Unitized Substances, completing and
squipping fcr production, including flow lines, treaters, separators and tankage., or plugging and abandoning, if dry.

1.i2 "Ceepen or Plug Zack" means o perform all operations reasonable necessary and incident to Deepening

or Flugging Zack A well. teswing. and. !r productive :I Unitized Sutatances, completing or recompleting and

2quipping Tor productior. inciuding Clow lines, *%reatercs, separatcrs and tankage, or plugging and sbandoning, if dry.
141p g ¥ ry

2 "Initial Test Well”

‘Init Agreement T dand descriced in

eans a test well or obligation well cpecifically provided for in 3ection § of the
1ibit 3 atvached nerete.

P "Sutsequent Test W

11" means a test well Drilled after the Drilling of the Initial Test Well or w¥ells,
and delore discovery e

Sutstances in paying quantities n the Unit Area.

24

L.13 "mevelopment Well' meanc 3 well Drilled within a participating area and profected to =he 2¢ol or zone
for wnicn the parc{clpafing irea Was establisned.

l.lZ "Txplorartcry ¥ell' means = well -ther znan a Ievelopment Well Drilled after discovery of Uni<tized
_ubstances in Daying QUant.ties in Ine it Area,

1.7 "spproval 9f The 2arties’ or "Cirection °f The Parties’ means an approval, authorization or direction
snicn receives tne allLrmacive vCte speciried in section _&.2 ol -he Parties entitled %o vote on the giving of such
Approval or Direction.

'salvage Value' of
in Actordance witn I;

eans “he value cf the materials and equipment in or appurtenant $o the well
lesc the reasonable estimated 7:osts of salvaging the same and plugging the

1.le Zach Party is nerein referred =C by tne reuter pronoun Tit".
AXTICLE 2

NC LIABILITY 70OR D%ILLIF@, DEEPENING JR PLUZGING BACK WELLS WITHCUT CCNSENT

EP UG TTARITTTY WITHAUT IONSENT. N6 party shall be liable without its consent for any portion of the Costs
3¢ Drilling, Z€epenIng or "Luggirg -ack a well except as provided in 3ection 10.4 wi%h respect %o Required Wells,
and except as pravided in Article 13 dealing with Investment Adjustment. Hothing he shall te construed =o
relieve a Party =f any cobllzation assumed by in pursuant %o Ixkhibit 3 tc participate ir the Tosts of the Initial
Test Well,

: LOCATION. Uni% Zperatcr shall vegin to Srill the Initial Test Well within the ime required by
leeticn 3 of The R1t AgreemenT or any extension therecf at *the iocation specified in niti~ 2 attached nereco.
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DRILLINS. 3utject te tne Irvestrert
T ’ T Shal. oe shared v the Tarties ir an:
at in the absernce of agreemeni. such wells may
dealing witz n -xp-orauory Wells fand. i1f applicabls, Ty the Zerms of

o the Invesiment 4cdju
serms and corditions
112 under the
of Zxhibit X, Arsic

Ut seqder: Tes
atsence o azreem such wells may
if applicatle. by the therms of Part

ZITASLISHY N CONSCLIZ!

5.2 PROPOSAL., Jnit Opsrator snall initiate each
ing area bty submi ng the proposal in writing tc esci ¥
irector. The date of proposed Siling must be 3howr on T
arties withir the Proposed participating aree, ther sucn
notice.

'Ul’7 ot

5.2 OBJECTIONS TC PROPOSAZ. Prior to the proposed f£ilir
written objectlons tc such proposar. i . despite such otject
<ies within the proposed participating area. ther the Pariv wm
Director.

2.2 REVISED ZROPOSAL. IFf the propeosal <oes not recei.
ticipating Area then URIt cperator snall submit a revised or
first proposal. I no proposal receives the Approval of the r
first proposal. then Unit Operator shall file witr the CZirecter
various views expressed by the Parties.

3,4 REJECTION BY DIRECTOR. If a proposa: filed by Jnit Operator.
ector, Unit Operator snall rtnitlate a new proposal ir the same manner
with respect thereto shall be the same as in the case o7 an initla: orop

3.5 CONSOLIDATION. Two or more participating area: may e

APPCRTIONMENT OF CCSTS AND OWNERSHIP AND DISPOSITICL OF PR

5.1 APPORTIONMENT AND OWNERSHID WITHIN PARTICIPATING ARE/. Except
ing with Neveloprmen: wWelis, Part I o T IXhiti: & deat ing wWitn Zxpiore-ory W

Atteupted vomoletion Deepenlng ané ?l;gging Sack and except as to acy
participating area wnich has an "Effective Date" az lefined in Section
Date" of the resulting participating ares. and except for wel deserib
and except for Seetion 12.2(b):

A. Costs. All Costs incurred in the fevelopment ans operatior 27 & parti
area for or in connection with production of Unitized Substances om &1y pool ar
which such participating area is estatblisned shall te torne by the Parites within
ticipating area on an Acreage Basls determined as of the time such Costs zre incirrec.

B. Production. All Production from a participating area shall bs allocated in
accordance with e Un Agreement to the tracts of land within such participating area.
That portion of such Production wnich is allocated tc any such tract shall bDe owned by
the Party or Parties having Committed Working Interest cr Interests therein in the same
manner and subject to the same conditions as if actually produced from :uch tract through
a well tnereon, and as 1f this agreement and the Unit Agreement nad no! been executed.

C. Prcgertx All materials, equipment anc other property, whether real or personal.
the cost of whic S chargeable as Costs and which have been acquired in connection with the
development or operation of a participating area shall ve owned by the >srties withir such
participating area on an Acreage Basls.

T WELL CRE

¢ EY PLORATORY W

. y L, SuQgfejuent L or any eXpLoraiory
well resu*ting in 1rc‘usion in a narticipating area shall have e' "Effective Date” 3iifferent fror that of the par-
ticipating area {as determined by the provisions of the Unit Agreement in which it 1s located, ther the provisions
of Section £.1. A 3 and C shall rnot apply tc Committed Working Interests ¢f each sucn initisal test well. sutseguent
test well or exp‘cratory well, until the date {defined in Section 1 nerecl) the investment adjiustment is made 2s
tc any such well, Until the investment adjustment is mede 3s tc a pazrticipating ares as a result of completlon of
any such well, the well, equipment, werking interest production therefrom and tne drilling =iock on wrich it 1s
located shall be in effect excluded from the participating arez. However. zllocation of royaliy on production anc
payment of proceeds accruing to royalty interests in production shall te ir z2cord with tne rrovisions 3f the Unit
Agreement and Section 6.12 herein.

5.3 OWNERSHIP AND COSTS OUTSIDE PARTICIPATING AREA. If a well other tran one described in section £.4 nerein
from which WIZT 1s taken, 15 completed as a producer but does net qualify for inclusion witnin a participating aresa:
3uch well, the Production therefrom, and the materials and equipment therein or appurtenant tnere toshal: e owned
by the Party or Parties whﬂ constituted the Drilliing Party for such well, and all 2cst: incurred ir the operation cf
the well shall be charged to and borne by such Party or Parties, and 2ll Lease 5ur~ens payatle in respect of Prodjuc-
tion from the well shall be borne and paid by such Party or Parties. If the illing Farty comprises two or mcre
Parties, apportionment among them of ownership, Costs and Lease Zurden shali T2 in the same proportions that they
bore the Costs incurred in Drilling the Well. If the Drilling of such well nas been by less than all parties in the
subject Drilling Block, then the rights and obliga‘ion: of Drilling Party and Non—uribling Party shall be governec
oy the applicable terms of Part 1 of Exhibit 4, anc Article 12. The percentages of ownership which may initially
have teen determined by the ownership of acreage within the Zrilling Block shall remain fixed [subject to rights c¢f
reversion described above) for the life of the well, regardless of wnether other leases withir the initiel Drilling
Block expire by their own terms, or are released.

&k WORKING INTEREST SEGREGATED PRODUCTION {"WISP"). The Working Interest portior, of Unitized Substances
produced from certsinm wells drilled, drillihg &t the tlke & unitizatim. or for which drilling has beer contracted at
“he time of unitization (as well as certain formations therein penetrated and the lands associated therewith) may de
segregated from the remainder of the Unitized Substances. Such segregation results not by categorical cliassification;
but through declaration of the Parties by identifying in Exhibit A heretc the subject wells, formations and lands
‘such identification, if applicable, appears in Part 1 of Exhibit A).

As to any such well from which WISP is taken, and as between working interest owners, the sald well, the equip-
ment therein or used in connection therewith, and the production therefrom shall continue to be owned by the stated
fin Exhibit 4) working interest owners of such well in their respective percentages, and there shall never bty any
adjustment or readjustment of costs or ownership of sald well by virtue of or by reason of the establishment, revi-
sion, enlargement or consolidation of a participating ares under this Unit Operating Agreement in relation to said
well.

I all or any portion of the subject well's "associated lands" (described in Exhibit A) is included in a parti-

Articles 4, 35, ©
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cipating area for %he same formation, or formations, from which WIS? is taken from the subject well, the working
interest owners in said "associated lands" shall not receive any portion of the production allocated to said lands
from other wells within the participating area or be entitled to participate in the costs and expenses of the par-
sies in the participating area insofar as the subject well's "associated lands" are concerned.

Any formations under the "associated lands" other than those identified as ones from which WISP may ce twen small
e treated the same as Other formations under other lands committed to the Unit Agreement and Unit Operating Agree-
ment.

5.5 TAKING IN KIND, Each Party shall currently as produced take in kind or separately dispose of its share
of Production and pay URNit Operator for any extra expenditure necessitated thereby. Except as otherwise provided in
Section 15.5 dealing with Liens, each Party shall be entitled to receive directly payment for its proportionate share
of the proceeds from the sale of its share of Production, and on all purchases or sales each Party shall axecute any
division order or contract of sale pertaining to Lts interest. XZach Party taking in kind or separately disposing of
its share of production shall pay or arrange for the payment of, all taxes measured on production. including sever-
ance, sales, gathering or similar taxes.

6.6 FAILURE TO TAKE IN KIND., If any Party fails to take or dispose of its share of Production, Unit Operator
shall have th€ Fignt Tor such reaschable periods of time that ere consistent with the minimum needs of the industry
under the circumstances, but in nc event to exceed one year, and subject to revocation at will by the Party owning
same. to purchase for Unit Cperator's account or seil to others such share at not less than the market price prevail-
ing in the area and not less than the price Unit Cperator receives for its share of Production: subject to the rignht
of such Party %o exercise at any time 1ts right to take in kind or separately dispose of its own share of Production
nct previously taken oy Unit Operator or delivered %o others pursuant to this Article. Notwithstanding the fore-
going, Operator shall not make a sale into interstate commerce of any other Party's share of gas production without
written consent from such party.

3.7 SURPLUS MATERIALS AND EQUIPMENT. Materials and equipment acquired by the Parties, or any of them pur-
suant to this agreement, may ve classIl-ed as surplus by Unit Operator when deemed bty it to be no longer needed in
operations hereunder, by giving to each Party owning an interest therein written notice thereor. Such surplus mat-
erials and equipment shall be disposed of as follows:

A, Each Party owning an interest therein shall have the right to take in kind its
share of surplus tubular goods and other surplus items which are susceptible of division in
kind, by written notice given to Unlt Operator within thirty days after classification there-
of asg surplus, except that such right shall not apply to junk or to any item having a replace-
ment cost less than one thousand doliars (31,000.00).

3. Surplus materials and squipment not divided in kind gotner than junk and any
item having a replacement cost of less than one thousand dollars /1,020.00)) shall te sold
Lo the highest bidder or bidders,

C. 3urplus msterials and equipment not disposed of in accordance witn the preced-
ing provislons of this section shall be disposed of 2y Unit Operator for the best prices

obtainable.
ARTICLE 7
PLANS OF DEVELOPMENT
7.1 WELLS ANDC PROJECTS INCLUDED. Each plan for the development and operation of the Unit Area which 1s sub-

mitted by UniT Operator to the Supervisor in accordance with the Unit Agreement shall make provision only for such
Drilling, Deepening and Plugging Back operations and such other projects as Unit Operator has been authorized to
conduct by the Parties chargeable with the Costs incurred therein.

7.2 NOTICE OF PROPOSED PLAN, At least ten days before submitting any such proposed plan to the Supervisor,
Unit Operator SRALl glve each Farty written notlice thereof, together with a copy of the proposed plan.

7.3 NOTICE OF APPROVAL OR DISAPPROVAL. If and when a proposed plan has been approved or disapproved by the
Supervisor, 'n peralor sna give wr: enl notice thereof to each Party. In the case of disapproval. Jnit Opera-

tor shall state in such notice the reasons thereror.

7.4 AMENDMENTS, If any Party or Parties shall have slected to proceed with Drilling, Deepening or Plugging
Sack operation In accordance with the provisions of this agreement. and such operation is not provided Zor in the
then current plan of development as approved by the Supervisor. Unit Operator shall either {a) request the Supervisor
=0 approve an amendmerit to such plan whicn will provide for the conduct of such operation, or !(b) request the Super-
visor to consent %o such operation. if his consent s sufficient.

7.5 CESSATION OF OPERATIONS UNDER PLAN, If any such plan as approved by the 3Supervisor provides for the
cessation of any _rilling Or Otner operations therein provided for on the nappening of a contingency and if such con-
tingency occurs. Jnit Operator shall promptly cease such Drilling or other operations and shall not incur any addi-
“ional 7o5sts in connection *herewith unless and .ntil such Drilling or other operaticns are again authorized in accor-
dance with this agreement by the Parties chargeable with such Costs,

ARTICLE 3

DRILLING 5% "TVELOPMENT WELLS

.1 2TRPOSE AND Z2CCED7E. Tt sthe purpose of this article to set forth <he procedure for Drilling a Develop-
well otherwise than by CLReé Written ccnsent of all Parties within the participating area involved. The Orilling
a Cevelooment Well pursuant %o the procedure herein set forth snall, however, be sudject to such Drillirg receiv-
g “he Approval of :ie Parties. wunless the 2rilling of the proposed well is necessary ¢ prevent the loss of Commit-
d Working Interest in the tract of land on which the proposed well is to be Drilled. Vote Dy any Party in favor
Aoproval 21T “he Drilling of any such well shall not. nowever, be deemed an election by such Party to participate
“ne JosTt3 cthereof. but will mean .nly that such Party considers the Orilling of *“he well consistent with the or-
inary development of “ne participating arez involved and nas no Sbjection =0 the Drilling thereof.

=4
o

Rt A et N ]
Ny 0y

.2 NOTICE SF PROPOSZC SRILLIS, 3ubject so the provisions of Section 2.1, any Partyv within 2 participating
area may propose uthe Drilling or a ceve.cpment well therein by giving %o eacn or the other Parties within the Far-
tictipating aree written notice specifying the location, <Zepth and estimated cost of the proposed well, which loca-
“icen snall conform to any applicable spacing pattern theretofore adopted or trhen teing followed. or an authorized

axception thereto.

3.3 RESPINSE_TO HOTICE. Within thirty days after receipt of sucn notice, each Party within such participa-
<inz area shall adv/iie all cther Parties therein, in writing, whether or not it wishes to participate in Srilling

ne proposed well. I{ all the Parzies within 3uch participating area s0 advise that they wish tc participate there-
<re proposed well shall ce Drilled 5y nift Jperator Ior the account of 2ll *he Parties within the Participating
area. If any Party falls t¢ respond %o such notice witnin zaid thirty day cericd., 1t shall Ye deemed o have elected
nat -0 participate in Srilling the -roposed well.

T.u MCTICE OF SLECTIQON TL ©°

Jrnless all Partles witain ipating area agree £o participste in
ragpcnse to said notice, wnen witni 3

fteen iays alter expiration iod of thirty days, =ach 2arty within
~ne participating area who -hen des s to participate In <he Drilling sf the proposed well snall give to all other
rarvies Wwithinp the participatiing area wristen notice oI election to proceed with “re °rilling of seid well. =Failure
<2 Zive such notice srall %2 deemed zn election net =o participate in Trilling zaid well.

.z ZFFECT OF TLECTION 70 CRILL. I one or more, sul not all o7 the Parties within the participating ares
Cct 0 proceea, .n vperator snali Drill -he well Jor “he account of such Party or Parties. who snall consti-
he Drilling Zarty.

ile

2.5 SBSEQUENT ZLECTION. 7f election =So Jrill <he proposed well is made., any Farty within she participating
area Wno Nas noc previousLly eiected to participate therein may do so by written notice given to all other Parties

Articles 7, 3 ;
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srall ve included in the Dri
treretofore givern by the

2.7 RISUTS AND OSLICGATICHS OF DEITIING PARTY AIL
ed ctnerwise TRAr oY <he &accouns ol ell rarties Within Ing aree

TL
g Tarties

T
dealing with Rights and Cblizations of Drilling Farty and !

PROCECURE FCR DRILLING. The Dril

5.2 1
of Ixnhibis 4 Teretc attacnec and made a part

ELQUIRET woILLS

1C.1 DEFINITION. For the purpose of this Article a well snall ve deemed z reguired we rillirg there-
of 1s required by the Tinal order of ar authorized representative of the Lirector of tre Lepa * Interior,
or by an agency of the government of the state in which the subject iands are located wnicr nas Tiction and
authority to order under a "forced - pooling" regulation the pocling of lards commithed to thics Operating Agree-
)

ment with other lands not so committed. Such an order shall be deemed final upon expiration o tne time allowed for

appeal therefrom without the commencement of appropriate appeal proceedings ‘or. 17 such proceedirgs are commenc
within said time, upon the final disposition of the appeal. Wnenever "nii Operator receives any such order, it shall
promptly mail a copy thereof to each of the otner Parties; if any such order is appezled, the rFarty appeali shall
give prompt written notice thereof tc each of the other Parties. ard upor firal dispositior of the apveal. ‘it Opera-
tor shall give each of the other Parties prompt writter notice of the result rec?,

1c.2 ELECTION TG DRILL. Any Party desiring to Drill. or parzicipate ir wine Drilling ol. a required well cznal

give to Unit Uperator written notice thereof within thirty days after the ordar requiring sucn well pecomes {inal or
within such lesser time as may be required by such order. If such notice is giver within said period. "nit Operator
shall Drill the required well for the account of the Party or Parties giving such notice. who shall bear all Costs
incurred therein, provided. however, that if the Required Well is z Development Well It snall not be drilled unless

© receives the Approval of the Parties. The rights and obligatlions of such Party or Parties with respect to the
ownership of such well, the operating rights therein, the Productior therefrom and the bearing of Costs ircurred
therein shall be the same as if the well had been Drilled for the account of sucr Party or Parties under Article
dealing with Development Wells, 1f the same is a Development Well, or Article * dealing with Exploratory %Wells, I
the same is an Exploratory Well or a Subsequent Test Well.

e

10.3 ALTERNATIVES TO DRIILING. If no Party elects to Drill a required well within the period allowed for such
election, and if any ol tne foonw{ng alternatives 1s availatle, tne first such alternative which is available shall

be followed:

A. Compensatory Ro¥alt1es. If compensatory royalties may be pald in iieu of Drill-
ing the well an paymen ereol receives, within said period, the Approval of the Parties
who would be chargeable with the Costs incurred in Drilling the well. if the well were Drill-
ed as provided in Section 10.4. Unit Operator shall pay such compensatory royalties for the
account of said Parties; or

B. Contraction. If the Drilling of the well may be avoided, without other penalty,
by contraction of thé Unit Area, Unit Ooerator shall make reasonable effort to effect such
contraction with the approval of the Director; or

C. Termination. If the required well is a Subsequent Test Well, the Parties shall
join in termifiation of the Unit Agreement in accordance with its provisions.

10.4 RggUIRED DRILLING. If none of the foregoing alternatives is available, Unit Operator shall drill the re-
quired well under whichever of the following provisions is applicable:

A. Development Well. If the required well is a Development Well, it shall be
Drilled by Uni¥ 55era%or TOr the account of all Parties within the Participating area in
which the well is Drilled; or

B. %ggloratogx Well. If the required well is an Exploratory Well, it shall be
Drilled by Uni perator Ior e account of Party or Parties who would be obligated to
bear the Costs thereof in accordance with Part 1 of Exhibit 4.

ARTICLE 11

ATTEMPTED COMPLETION, DEEPENING, PLUGGING BACK AND ABANDONMENT

11.1 PROCEDURE. The attempted completion, Deepening or Plugging Back of any well not completed as a pro-
ducer, the abandonment of a producing well and the Deepening or Plugging Back of any well abandoned in the stratum
in which it was completed as a producer, shall be governed by the provisions of Part 2 of Exhibit 4 nereto attached
and made a part hereof,

ARTICLE 12
RIGHTS AND OBLIGATIONS OF DRILLING PARTY AND NON-DRILLING PARTY

12.1 SCOPE OF ARTICLE. Subject to such contrary or inconsistent provisions, 1f any, as are contalned in
Exhibit 4, the rights and obligations of the Drilling Party and Non-Drilling Party in respect of a well which is
Drilled, Deepened, Plugged Back or completed otherwise than for the account of all Parties entitled to participate
therein, shall be governed by the succeeding provisions cof this article.

12.2(a) RELINQUISHMENT OF INTEREST BY NON-DRILLING PARTY. When a well is Drilled, Deepened, Plugged Back or
completed otherwlse than ror the ACCOUNT of &ll Partles entitled to participate therein, each Non-Drilling Party
shall pe deemed to have relinquished, effective the first of the month in which the subject well is completed, to
the Drilling Party all of its operating rights and working interest in and to such well and in and to the Committed
Working Interest in the "subject acreage”. The "subject acreage" to which rignts are relinquished as provided in
this Article 12 and which will, in the event of inclusion in a participating area, govern the amount of production
50 relinquished is defined as follows:

A. If the subject well be & Development Well inside an established participating
area, all acreage of each Non-Drilling Party in the resulting participating area.

B. If the subject well be a Subsequent Test Well or an Exploratory Well which
results in establishment of a participating ares, all acreage of each Non-Drilling Party

in the resulting participating area.

C. If the subject well be a Subsequent Test Well or an Exploratory Well which
results in addition of acreage to an established participating area, all acreage of each

Non-Drilling Party in the acreage which qualifies for addition to the participa area
as a result o e DT o che subject well; Dut coes not include any acreage O e
on-Dr! ng rarty which, prior to e Dr: ng of the subject well, existed. or quelified

for inclusion, in the participating ares.

D. If the Subject well be a Subsequent Test Well or an Exploratory Well which

results in a producer not capable of producing in paying quantities, all acreage of each
Non-Drilling Party in the Drilling Block as defined in Part 1 of ExniFIt § ﬁerefo. Tn this

Articles 9, 10, 11, 12
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instance 1t is recognizea that oy terms of tne Jnit Agreement the subject well will be oper-
ated on a lease basls and if part of the acreage in the Drilling 3lock is under other lease(s}),
such other lease(s) may expire by thelr own terms, Thereis no ooligation on the 2rilling
Darty %o maintain such expiring lease(s) or to reassign the interests relinquished under

them prior to the date of reversion as defined in Article 22.3 following.

In the case of a Deepening or Plugging 3ack, if a Non-Drilling Party owned an inter-
est in the well immediately prior to *he Deepening or Plugging 3ack, the Drilling Party shall
pay to such Non-Drilling Party its share of the Salvage Value of the well, such payment to e
made at the time the well is taken over by the Drilling Party for Deepening or Plugging Back.

12.2(b) EXCEFTION: Except as to required wells, the provisions of Paragraph 12.2(a) above, 12.3, 12.4 and 12.5
telow. do not apply tG any Exploratory Well described in Part 2 of Exhibit A. (If the provisions of this subsection
are not applicable, there will be no listing under Part 2 of Exhibit A and the terms of this subsection are null and
void).

In the event any such additional Exploratory Well is hereafter Drilled by less than all the Parties hereto, then
the Drilling Party shall drill, complete, equip and operate such well or wells at its own risk and cost, and the
Non-Drilling Farty shall reimburse the Drilling Party for its share of such costs at a rate equivalent to the rate
at which such Non-Drilling Party collects and receives 1ts respective share of the praceeds (after deducting Lease
Burdens and taxes) from sale of production from such well, and not otherwise. In no event shall there be any change
in the ownership of the operating rights, or relinquishment of interest as provided in 12.2(a) above, to any such
additional well by reason of the election of any Party hereto not to participate in the cost of Drilling thereof,
and each such Non-Drilling Party shall retain his right to exercise the privileges of a working interest owner in
such well at all times.

12.2(c¢) INFORMATION PROVIDED RELINQUISHING PARTY. In the event a relinquishment of interest by a Non-Drilling
Party occurs aceco. ng o0 e provisions o s agreement as to any well and Production is had from such well, the
Unit Operator, or other Party conducting the operation which resulted in the relinquishment, shall furnish each Non-

Drilling Party upon its request all the information referred to in Section 16.1G and in addition shall include the
following:

A. Ain itemized statement of the Costs of the operation in which the Non-Drilling
Party did not participate; and

3. Until reversion occurs, a monthly itemized statement of the costs incurred in
the operation of the said well, the quantity of Production therefrom, the amount of proceeds
received from the sale of the same and the Lease Burdens paid with respect to Production.

l2.3 REVERSION CF RELINQUISHED INTEREST. If the well is completed as a producer of Unitized Substances, then
the operating rights and working rntceres ine well and subject acreage relinquished as provided in Article 12.2
above bty a Nen-Drilling Party shall revert to it at such time as the Drilling Party realizes from the proceeds after
relinquishment of that portion of Production from the well /or from the proceeds after relinquishment of that por-
tion of Production allocated to the subject acreage, in event i1t is included in a participating area and timely work-
ing interest participation results by operation of the provisions of Article 5.2 and 13.1 herein) and after deduct-
ing from such proceeds or market value all Lease 3urdens and all faxes upon or measured by Production that are pay-
able up to such time on said portion of Production from such well, the total of the following:

A. 10C% of that portion of the Costs incurred in operating the well after such
relinquishment, and up to such time, that would have been charged to such Non-Drilling Party
1f the well had been Drilled, Deepened, Plugged 3Zack or completed for the account of all
Parties entitled to participate therein.

8. 300% of that portion of the Costs incurred in Drilling, Deepening, Plugging
Back or completing the well that would have been charged to such Non-Drilling Party Lif the
well nad been Drilled, Deepened, Plugged Back or ccmpleted for the Account of all Parties
entitled to participate therein.

. 300% of that portion of the Costs incurred in equipping the well for produc-
tion (including, but nt limited to, costs of casing, tublng, stock tanks, separators, treaters,
pumping equipment and piping) that would have been charged to such Non-Drilling Party if the
well had been Drilled, Ceepened, Plugged 3ack or completed for the account of all Parties
entitled to participate therein.

However. if a Deepening or Plugging 3ack is involved /1) any payment made to such Non-Drilling Party as its share
of the 3alvage Value of the well in accordance with 3ection 12.2 shall be added to a deemed part of the Costs incurr-
ed in operating the well, ror the purpose of Jubdivision A above, and {2) if such Non-Drilling 2arty did not partici-
pate in the initial Drilling of the well, but the Drilling Party did participate therein, and if the interest re-
linguisned by such Non-Drilling Party upon the initial Zrilling of the well had not reverted o it before such Deep-~
ening or rlugging 3Back, then, Tor the purposes or Subdivision Z above. there shall bte added to and deemed part of the
Costs incurred in the Deepening or Plugging Back, the then unrecovered portion of the Costs incurred in “he initial
2rilling of the well down to the pool or zone in which such well is completed as a producer.

l2.i ZFFECT OF REVERSICN. Trom and after reversion to a lon-Drilling Party of its relinquished interest in
2creage, such Won-Drilllng Party shall share, on an Acreage 3asis, in the ownership of the well, the operating rights
and working interest therein, cShe materials and equipment in or pertaining to the well, the Production therefrom and
the cos%s of operating the well, all in accord witn the terms of this Unit Operating Agreement.

l2.35 QIGHTS AND OBLIGATIONS OF DRILLING PARTY. The Orilling Party for whom a well is Drilled, Teepened,
>lugged Zack OF comgleted shall pay and Lear all Costs incurred therein, and shall own “he well, the materials and
equipment in the well or pertaining therevo, and the production therefrom {or allccated %o the acreage thereto as ie-
fired above, subject to reversion to each Von-Drilling Party of its relinquished interest in the well. If the well
a Development well. or results :in the establisnhment or enlargement of a participating area “o include the well,
trer, until reversion <o a Non-Drillinrg Party of its relinquished interest, the Drilling Sarty shall pay and tear
21 that portior of the costs incurredi in operating the well %that otherwise would be chargeatle to such Non-Drilling
rarty, andi “b} 21l “ease 3urdens shat are payable ir respect of that portion of the Production from such well whicn
1z alloecated toc the anreage of sucn Srilling Party. IS the Drilling Party includes two or more Parties. the bur-
dens imposed upor and the bererits accruing o She CTrilling Party shall e snared by such Parties on an Acreage 3asis
among tremselves.

ARTICLE 13

ADJUSTMENT N ESTABLISHMENT CR CEANGE OF PARTICIPATING AREA

Ve
w

HAEN ALJJSTMENT MADE.

-

area or enlargement of an existing

A. As o egtablishment of a new participatin
articipating aTéa occasioned oy

explcratory well, 3 Sne provisions o Z
ar s Artlicle 13 snall De made as Oof the date the resulting area becomes effective *n accord-

ance With the terms or the 'inif Agreement. providing this effective date meets the Approval

2T the Partles cof <ne resulting participating area. If this effective date does not receive
~he Approval ~r =he Fartles, ther as <o the working interests, the effective date as o estap-
lishment or revision of a participating zrea resulting from inclusion of any particular Initial
Test Well or any particular Zxploratory Well within the resulting participating area zhall de
“ne flrst lay of =ne month following -he date at wnich the Drilling Party has recovered from

e proceeds or market value of production from the subject Initial Test Well or ZIxploratory
“Well after deducting Irom such proceeds 21l Lease 2urdens, oil hauling or marketing costs. and
payatle up %o 3uch %ime on the production from such well: the zotal of the following:

1. 100% of the operating Josts of <he well from inception

Article i3
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until the adjusiment is nade.

2. 300% of the Costs of Drilling, Testing, Completing, Jeegening,
Re-Working and 2lugging Back.

3. 300% of Josts of equipping for groduction. including but not
limited %o cost of casing, tubing, stock tanks, separators, treaters.
pumping eguipment and piping.

3. As to revision of a participating area by enlargement or contracticon or whenever Iwo
or more participating areas are combined. all in accerd with the Tnit Agreement {the participating
area resulting from such establishment. revision or combination bteing hereinafter referred to as a
"resulting area") an adjustment shall be made in accordance with the succeeding provisions of :his
Article 12. as of the date (if not determined by operation of Section 13.1A above) on which %he =s-
tablishment. revision or combination that creates such Resulting Aree becomes erfective, such date
being hereinafter referred to as the "Effective Date' of such Resulting Area.

22,2 DEFINITIONS. A4s used in this Article 13:

A. "Useable Well" within a Resulting Area means a well wnich is either ;1) completed in and
capable of producing anitized substances from a pool or zone for which such resulting area is created.
or (2) used as a disposal well, injection well or otherwise. in connection with the production of ~ni-
tized Substances from such resulting area.

B. "Intangible Value" of a useable well within a Resulting Area means the amount of {0sts
incurred in DrIIIIng such well, or Deepening it, down to the deepest pool or zone for which Resulting
Area is created, and which contribute to the Production of Initization Substances therefrom and which
are properly classified as intangible costs in conformity with accounting practices generally accept-
ed in the industry, reduced at the following rates (subject to change upon Approvel of tne Parties of
the Resulting Area) for each menth during any part of which such well has teen operated prior to the
effective date of sucn Resulting Area:

{1) One-half percent (%) per month for a cumulative total of 100 months, and
(2) Zero percent (O%) per month for each month in excess of sald cumulative total.

C."Tangible Property” serving a Resulting Ares means any kind of tangible property /whether
or not in or Pertalning to & well) which has been acquired for uise in or in connection with the Pro-
duction of Unitized Substances from such Resulting Area or any portion thereof. and the cost of which
has veen charged as Cosats pursuant to this agreement.

D. "Value" of tangible property means the amount of Costs incurred therefor. inecluding
Costs incurred In the construction or installation thereof (excepting installation costs properly class-
ified as part of the intangible costs incurred in connection with a well), reduced, in the case of tan-
gible property which 1s generally regarded as depreciable. by the following rates (subject to change
upon Approval of the Parties of the Resulting Area):

/1) One-half percent (4%) per month for a cumulative total of 100 months, and
{2) Zero percent (C0%) per month for each month in excess of said cumulative total.

13.3 METHOD CF ADJUSTMENT ON ESTABLISHMENT OR ENLARGEMENT. As promptly as reasonably possible after the effect-
ive date of A Resulting Area created Dy establisnment or eniargement of a participating area, and as of such effect-
ive date an adjustment shall be made in accordance with the following provisions except to the extent otherwise spec-
iftfed in Section 12.1, 13.£ and 13.7.

A. The intangible value of each useable well within such Resulting Area on the Effective Dale
thereof shall be credited to the Party or Parties who own such well immediately prior to such Effective
Date, in proportion to thelr respective interests in such well immediately prior to such effective date.
The ftotal amount so credited as the intangible value of useable wells shall be charged to all Parties
within the Resulting Area on an Acreage 3Basis.

3. The value of each item of tangible property serving the Resulting Ares on the effective
date thereof shall be credited to the Party or Parties who own such {tem immediately prior to such eff-
ective date, in proportion to their respective interests in such item immedilately prior to such effect-
ive date. The total amount so credited as the value of tangible property shall be charged to all Par-
ties within the Resulting Area on an Acreage Basis.

C. 1If a Resulting Area. on the Effective Date thereof, is served by any tangible property
or iseable well, which also serves another participating area or other participating area, the value
of such tangible property and useable well {including intangible value thereof) shall be determined
in accordance with Subdivision D of 3Section 13.2, and such value may be fairly apportioned between
such Resulting Area and such other participating area or areas. provided that such apportionment re-
ceives Approval of the Parties in each participating area concerned. That portion of the value of such
tangible property and 'iseable well {including intangible value thereof) which is so apportioned to the
Resulting Area shall be included in the adjustment made as of the effective date of such Resulting Area
ir the same manner as the value of tangible property serving only the Resulting Area.

D. The credits and charges above provided for shall be made for the intangible value of use-
aple wells separste and apart from an adjustment for the value of tangible property. On each such ad-
Justment, each Party who is charged an amount in excess of the amount credited to it, srall pay to Unit
Operator the amount of such excess. which shall be considered as Costs chargeable to such Party for all
purposes of this agreement. and such amount, when received by Jnit Operator. shall be distributed or
credited to the Parties who, in such adjustment, are credited with amounts in excess of the amounts cha-
rged <o them respectively.

1z METHCD OF ADJUSTMENT M CONTRACTION, As promptly as reasonably nossibie after the 2ffsctive date of any
a participdating area, an adjustment shall be made with each Party owning a Zcrmmitted Working Inter-
iuded Trom the particicating area by such contraction ‘such tted Working Interest teing here-

! Zo
5 section referred =2 as "axcluded interest”) in zccordance with the Zollowing srovisions:

cdivision 2
Subaivision 2

A. An adjustment Icr intangibles shall te made in saccordance wi®
<’ 2nd a3 separate adlustmert for %angibles shall te made in accordance wi

Z.  Suen Party snall be credited witn <he swa or 1Y the tetal amount theretorore
ed azainst such Party in respect of its excluded interest in accordance with the ae-
srocedure set orth in Ixhibit 2 as intangible ZTosts incurred in tre development
ticr of the varticipating area orior to the effective date > suen contraction,

e uctal amount chargea &against ch Party in respect of such excluided interest
iue of useable weils in any onrevious adjustment or sdjustments made upon
ent or revision of such participating area. 3uch Tarty snall te charged with
1 tre market value of that portion of the Uroduction Jrom sucrn participating

arisr %o rthe 2rfective date of such contraction, is delivered ft¢ zucn 2arty in
regpect 22 such 2xcluded erest, less “he amount of Lease Zurdens and taxes pald or pay-
able on said pertion, and ‘2) the total amount® credited to such Party in respect of sucn
zxcluded interest as intangivle value of useable wells. In any previous adJustment or adjust-
ments made upon the establisnment or revision of such participating area. Any Jdifference
betweer fhe amount of said crediz and the amount of said charge shall ve adjusted as herein-
after provided.

RS RTRIRY]

7. 3uch Party snall be credited with the sum of /1) the total amount theretofore
charged against sucn Party in respect of its excluded interest, in accordance with the ac-
counting crocedure set Jorth in Zxhibit 2, as Costs other than intangible Costs incurred in
“he development and cperation of the participating area pricr to the effesctive date of such
contraction, plus ‘2) +the total amount charged against such Party in respect of its excluded
interes® as value of tangible property in any previous adjustment or adjustments made upon
che establlishment or revision of such participating area, plus ' 3) the excess. if any, of
2redit provided for in 3ubdivision 2 of this 3ection over the charge provided for in saild
pdivision 2. Cuch Party shall be charged with the sum of {1) the excess. if any, of the
zrarge ctrovided for in szaid 3ubdivision 3, over the <2redit therein provided for, plus (2} the
total amount credited Zo such Party in respect of it3s excluded interest as value of tangzible
oroper~y in any drevious adjustment or adjustments made upon the establishment or revision of
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such participating area.

D. If the charge provided for in Sucdivision C of this 3ection is equal to or
greater than the credit therein provided for. no adjustment shall bYe made with such 2arty.
Sowever. if the credit provided for in sald Subdivision C is in excess of the charge there-
in provided for., such excess shall be charged on an Acreage Basis against the Parties who
remain in the participating area after such contraction, and shall be paicd by sald Parties
to Jnit Operator upon receipt of invoices therefor., 3uch paymenta, when received %y Jnit
Operator, shall be paid by it to the Party owning such excluded interest.

13.5 OWNERSHIP? OF WELLS AND TANGIBLE PROPERTY. From and after the effective date of a Resulting Area, all
seable wells Within Such Nesulting Area and all tangible property serving such Resulting Area shall be owned by

*re Parties within such area on an Acreage Basls, except that {a) in the case of tangible property serving a par-
cipating area oOr participating areas in addition to the Resulting Ares, only that undivided interest therein

whi.n is proportionate to that portion of the value thereof which is included in the adjustment above provided for

shall ze owned by the Partles within the Resulting Area on an Acreage 3asis, and (b) if a Party within the Result

ing Area was a Non-Drilling Party for a well which is a useable well within such Resulting Area on the effective

date thereof. and if the relinquished interest of suech Non-Drilling Party in such well has not reverted to it prior

to such effective date, the Drilling Zarty for such well shall own the interest therein that would otherwise be owned

by such Yon-Drilling Party, until reversicn to such Non-Drilling Party of its relinquished interest in such well; all.

nowever, subject to Section 13.1

13.5 RELINQUISHED INTESRESTS OF NON-DRILLING PARTIES. If the interest relinquisned by a Non-Drilling Party in
a well which 1s a :seacle we [ n a xesyltlng Area on e affective date thereof has not reverted tc it prior to
such eifTective date then inscfar. and only insofar, as relates to such well, the adjustments provided Tor in Section
12.3 shall be subject to the following provisions.wherein the sum orf the intangible value of suenr well, plus the
+alue of the tangible property in or pertaining thereto, is referred to as the "value" of such well:

4, The Drilling Party for such well shall be charged with that part of the value
=7 *he well that would otherwise te chargeable to such Yon-Drilling Party in respect of
‘1) such Non-Drilling Party's Committed Working Interest or Interests in the garticipating
area in which the well was Drilled, as such participating area existed when the Drilling of
the well was commenced, if the well 4as Drilled as a Development Well. or /2) the Tommitted
Working Interest or Interests of such Non-Drilling Party which entitled it to participate in
“he Drilling, Deepening, Flugglng Sack, or Completion of the well. if it was Drilled, leepened,
Plugged Back cr “ompieted ctherwlse than as a Development Well. However. such Non-Drilling
Party shall be charged with such part. if any, of the value of such well as 1s chargeable to
it. in accordance with Subdivisions A and 3 of Section 13.3 in respect of its Committed Work-
ing Interests ather than those referred to in /1) or (2) above.

2, If that part of the value of such well which would have been credited to such
Non-Drillirg Party, if sne well nad been Drilled, Deepened, Plugged 3Sack or Completed for the
account of all Parties entitled to participate therein. exceeds the amount provided in Sub-
divisior A above to be charged against the Drilling Party, such excess shall te applied against
the reimbursement to which the Drilling Party is entitled out of Production that would other-
wise accrue <o such Yon-Drilling Party. any taiance of such excess over the amount necessary
to complete such reimbursement shall te credited %o such Non-Drilling Party.

13.7 N0 LIABILITY ©OR INVESTMENT ADJUSTMENT. Notwithstanding any provision in thils agreement to the contrary,
ne Party snall Be Llable, wWi.ROUt 1lus consent. for any investment adjustment charge under the provisions of Secticn
13.3D or 13.4D, which charge is In excess of the Party's credits under Article 13. In the event of establishment,

enlargement or contraction of a Participating Area, the provisioms of Article 12 and cther provisions related
ther=to shall ve applicable %o any investment adjustment to the same extent {except for the percentage of costs re-
covered before reversicn) “hat these provisionz are applicable to a well drilled otherwise than for the account of
all parties entitled to participate therein. Any Pariy subject to such charge may elect not to pay it in cash.
If within 30 days after prcposal for establishment, enlargement or contraction of Participating Area has been sub-
mitted by Jnilt Operator in writing to the Working Interest {wners involved, a Party elects not to participate in
the investment adjustment appl‘cable %o the establisnment. 2nlargement or contrsction that Party shall be deemed
a lon-~ -~Drilling Party. and shall te deemed as of the erffective date of the resulting area in connection with which
crargze is made t¢ have relinguished the interest Ifor wnich such charge ls made to the Party or Partiles who
erwise be entitled %o receive a credit under Section 13.3D or 3ection 13.4D, which latter Party or Par-
“ies shall te deemed the Drilling Party wi*h respect *o this relinguished interest. The Drilling Party shall own
“he relinquisned interest .ntil 1t reverts to Non-Drilling Party pursuant to Article 12, except bthat 1t is speci-
darstood that %he Arsicle 12.32 percentage for exercise of the Non-Drilling Option applicable <o estab-
enlargement °r ccriraction cx the Participating area ne 150%.
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more than thirty days), provided. nowever, that if within ten days after sudbmission of such matter, request is made
Zor a2 meeting in accordance with Section 14.2. suen matter shall be considered only at a meeting called for that pur-
pese. If a meeting is not required, then, at the expiration of <he period designated in the notice given dy if, Init
Cperator shall give to each Party antitled %o vote ‘hereon written notice stating the tabulation and result of the
7ote,

w3 REPRESENTATIVES, Promptly after execution of this agreement, =sach Party by written notice %o 2ll other
Parties shall designate a representative authorized to vote for such Party, and may designate an alternate wno is
authorized to vote for such Party in the absence of its representative. any such designation of a representative or
alternate representative may be revoked at any time ty written notice given to all other Parties, provided such nctice
designates a new representative or alternate representative, as the case may be. In addition, any corporate 2arsy
zay vote through 1its Fresident. or any of its Vice Presidents, and a Party whicn 1s a partnersnip may vote through
any of its partners.

4.5 AUDITS. An audit shall be made of Unit Operator's records and books of account pervaining to operations
nereunder whenever the making of such audit receives the Approval of the Partiss {other than the Party acting as nit
dperator} chargeable with the Costs incurred during the period covered by *the audit, except that such audit shall
not be made more often than once each six months. Such audit shall be made by auditors in *“he employ of said Parties.
and the 2llowance to be made o each Party furnishing an auditor shall be determined by the Approval of said Jarties;
such allowances shall be paid by said Parties in proportion to their respective participations among themselves in
Costs incurred during the periocd covered by the audit. Audits other than those receiving the-Approval of ne Parties
as provided above may be made in accordance with the provisions set forth in Exhibit 2 nereof.

.7 EXTRANEQUS PROJECT. Nothing contained i{n this agreement shall be deemed to authorize the Parties, by vote
or otherwise.”To act on any matter or authorize any expenditure unless such matter or expenditure relates to the con-
duct of operations authorized by the Unit Agreement or this agreement.

ARTICLE 15
JNIT OPERATOR'S SOWERS AND RIGHTS
5.2 IN GENERAL. Subject to the limitations provided for in this agreement. all operations authorized by the
Jnit Agreement and this agreement shall be managed and conducted by Unit Operator. Unit Operator shall have exclu-

sive custody of all materials. equipment and any other property used in connection with any operation on the Urit
Area.

15.2 EMPLOYEES. All individuals employed by Unit Operator in conduct of operations hereunder shall be the
employees of TnIt Operator alone, and their working hours, rates of compensation and all other matters relating to

their employment snall be determined solely by Ynit Operator.

15.3 NON-LIABILITY. Unit Operator shall not be liable to any other Party for anything done or omitted <o be
done by it in THE conduct of operations hereunder except in case of bad falth.

15.4 FORCE MAJEURE. The obligations of Unit Operator hereunder shall be suspended to the extent that, and
only so long @S, pertormance thereof is prevented by Tire, acticn of the elements, strikes or other differences with
workmen, acts of civil or military authorities, acts of the public enemy, restrictions or restraints imposed by law
or by regulation or order of governmental authority, whether federal, state or local, inability to obtain necessary
rights of access, or any other cause reasonably beyond control by Unit Operator, whether or not similar to any cause
ibove enumerated. Whenever performance of its obligations is prevented by any such cause. Unit Operator shall give
notice thereof to the other Parties as promptly as reasonable possible.

15.5 LIEN. Each of the other Parties hereby grants to Unit Operator & lien upon its Committed Working Inter-
ests, its interést in all jointly owned materials, equipment and cther property and its infterest in all Production,
as security for payment of Costs chargeable to it, together with any interest payable there. Unit Operator shall
nave the right to bring any action at law or in equity to enforce collection of such indettedness with or without
foreclosure of such lien. In addition, upon default by any Party in the payment of Costs chargeable to it, Unit Op-
erator shall have the right to collect and receive from the purchaser or purchasers thereof the proceeds of such
Party's share of Production, up to the amount owning by such Party plus interest at the rate of ten percent '10%)
per annum until paid; each such purchaser shall be entitled to rely on Unit Operator's statement concerning the
existence and amount of any such default.

15.% ADVANCES. Unit Operator, at its election shall have the right from time to time to demand and receive
from the other FPartles chargeable therewith payment in advance of their respective shares of the estimated amount of
Costs to be incurred during any month, which right may be exercised only by submission to each such Party of a prop-
arly itemized statement of such estimated Costs, together with an invoice for its share thereof. Each such state-
ment and invoice for the payment in advance of estimated Costs for any month shall be submitted on or about the twen-
“ieth 720th) day of the next preceding month, The amount of each such invoice shall be payable within fifteen (15)
days after the mailing thereof, and thereafter shall bear interest at the rate of %en percent {10%) per annum until
zaid, Proper adjustment shall te made monthly between such advances and Costs, to the end that each Party shall hear
and pay Lts proportionate share of Costs incurred and not more. ‘nit Cperator may request advance payment or secur-
ity Tor the tofal estimated Costs to be incurred in a particular Drilling, Deepening or Plugging Back operation and
rnotwithstanding any other provision of this agreement shall not be obligated to commence such operation unless and
wnwil such advance payment is made or Jnit Operator is Iurnisned security acceptable to it for the payment thereof
Ty “he Farty or Parties chargeable therewith,

5.7 JSE OF UNIT OPEZRATOR'S DRILLING EQUIPMENT. Any Drilling, Deepening or 2lugging Back operation conducted
nereunder may ce conducted oy oN1T JNerator Uy Means of its own to0ls iand equipment provided “hat the rates to be
charged and “he applicable terms and conditions are set fortn in a form of drilling contract which receives tne App-
roval zf the farty or Parties chargeable with the Costs incurred in such operatlon. except that in any case where the
Jrit Cverator alorne constitutes the Drilling Party, such form shall receilve the approval of %he Parties within the
~icipating area. or other desigrated area for such well, prior %o the ccmmencement of such operation.

tu

z ZZGHTS AS PARTY. As an owner of “ommitted Working Interest, the Party acting 25 ''nic Operataor snall hnave
“re same rignts and otligatlors nereurder as if it were not the Unit Operator. In each instance wrere this agree-
ment requires or permi%s a Party to glve a notice. consent or approval to the Unit Operator, such notice. consent or
ipproval shall te deemed properly Iiven uy the Party acting as Unit Operator if and when given to all other Parties
entitled to give or receive such notice. consent or approval.

wn

ARTICLE 16
CHIT OPERATOR™S DUTIES

5Ll SPECIFIC DUTIES, In the conduct of operations hereunder, 'Jnit Cperator shall:

A. Drilling Wells. Drill, Deepenor Plug 2ack a well or wells only in accordance
with the provisions ol ThLs agreement.

B. CZompliance With Laws and Agreements. Comply with the provisions of the Jnit
Agreement. all appligadle Taws and zovernmental regulations /whether federal. state or
local) and Directions by the Parties pursuant %o this agreement; in case of conflict be-
tween such Directions and the provisions of the Jnit Agreement or such laws or regulations.
the provisions of the Unit Agreement or such laws or regulations shall govern.

C. Consultation With Parties. Consult freely with the Parties within the area
affected by any operation hereunder, and keep them advised of all matters arising in oper-
ations nereunder which Unit Operator deems important, in the exercise of its best judgment.

J. Payment of Costs. Pay all Costs incurred in operations hereunder promptly as
and when due and payable, and keep the Committed Working Interests and all property used in
connection with operations -under this agreement free from liens which may be claimed for *the
payment of such Costs, except any such lien which it disputes, in which event JUnit Cperator

Articles 15, 16
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may contest the disputed lien upon giving written notice therecf to the Parties affected
thereby.

Z. Records. Xeep full and accurate records of all Costs incurred and controll-
able materials™and equipment, which records, and receipts and vouchers in support thereof,
shall be available for inspection by authorized representatives of the other Parties at
reasonable intervals during usual business hours at the office of Unit Operator.

F. Access T¢ Unit Area. Permit each of the other Parties, through its duly
authorized empIloyees or a&gents, cut at such Party's sole risk and expense, to nave access
to the Unit Area at all times to inspect or to observe, and to the derrick floor of each
well Drilled or bveing Drilled hereunder, for the purpose of observing operations conducted
nereunder and inspecting materials, equipment or other property used in connection with
operations under this agreement, and to have access at reasonable times to "non-privileged"
information and data in the possession of Unit Operator concerning the Unit Area.

G. Non-Privileged Information. Furnish to each of the other Parties who makes
timely written request therefor |1, coples of Unit Oper&tor s authorizations for expend-
ture or itemizations of estimated expenditures in excess of ten thousand dollars {$10,000.00),
{(2) copies of all drilling reports, well logs, basic engineering data, tank Cables gauge
reports and run %ickets (3) reports of stock on hand at the first of each month, (4) re-
ports to governmental agencies, (5) monthly reports showing disposition in detail of the
volumes of oll, condensate, water, associated gas, non-associlated gas, other substances Lf
pertinent, as well as volumes of all substances injected into Unitized formetions, [6) true
and legible copies of all electrical logs, gamma ray logs, mud logs and other non-privileged
well surveys. [7) samples of cores or cuttings taken from wells drilled hereunder, to be
delivered at the well in containers furnished by the Party requesting same, (8) copies of
all production tests, bottom hole pressure and temperature surveys, reservolr fluid anal-
7sis, core analyses and any other 'non-privileged” surveys or measurements conducted on
said wells, and (9) such other and additional information or reports as may be required by
Direction of the Parties within the area affected.

Operator shall furnish to any Party additional information pertaining to opera-
tions on the subject lands when a speclal request therefor is made, nowever. the cost of
gathering and furnishing any additional information not ordinarily furnished by Operator
to all Parties shall be charged tc the Party who requests the information.

H. Privileged Information. The Parties hereto, or any one or more of them or any
associatiorn of which one or more of the Parties is a member, may upon reasonable reguest
therefor and at its or their sole cost, risk and expense, including stand-by rig time. be
granted the right %o obtain inrormation in addition to that prescribed at the direction of
the Parties; such information fo Include, but not be restricted to, coring of certain form-
ations, running of additional well logs, taking of bottom hole pressures and samples, con-
ducting velocity surveys whether convential or continuous, in any suiltable well drilled
hereunder and be entlitled exclusively to the informaticn thereby obtained. Neilther the
other provisions of this aArticle 16.1G and 16.1H nor any other provisions of this Jnit Oper-
ating Agreement shall entitle any non-participating Party to share in the distribution of
such privileged logs and survey information.

16.2 INSURANCE.

A. Unit QOperator's. Unit Cperator shall comply with the Workmen's Compensation
Law of the state Inh which the unit lands are located. Unit Operator shall alsoc maintain
in force at all times with respect to operations hereunder such other insurance, if any,

as may te required by law. In addition, Unit Operator shall maintain such other insurance,
1f any, as is described in Exhibit 5 hereto attached or as receives the Approval of the
Parties from time to time. Unit Operator shall carry no other insurance for the benefit
of the Parties except as above specified. TUpon written request of any Party, Unit Opera-
tor shall furnish evidence of insurance carried by it with respect to operations hereunder.

3. (Contractor's. Unit Operator shall require all contractors engaged in opera-
tions under thIS agreement to comply with the Workmen's Compensation Law of the 3tate in
whicn the unit lands are located and to maintain such insurance as is required by Direction
2f <he farties.

2. Automotive uipment. In the event Automoblle Public Liabllity Insurance is
specifiad in 5533“535537_%'3%—5555equently receives the Approval of the Parties, no direct
charge shall be made by "nit Operator for premiums paid for such insurance for Operator's
fully owned automotive equipment.

P JON-DISCRIMIZNATION. In connection wi%th tne per'ormance of work under this agreement, the Jnit OJperator
agrees not to Jiscririrate against any employee or applicant for employment because of race. religion. color. or
naticnal origin. The arforesaid provisicn shall irclude. tuf not be limited to. the follcwing: employment. upgrad-
ing, demotion, or transfer: recruitment or recruitment advertising, layoff or terminacion; rates of pay or other forms
32 :cmpensation: and selection for training, including apprenticeship. The Jnit Cperator agrees to post hereafter

in conspicuous places, z2vailable for employees and applicants for employment, notices %0 be provided by the contract-
irg orfficer setting Torth the provisions of the non-discrimination clause.

foregoing prevision in all subcontracts hereunder, except succontracts for
s.

The 'rit Iperator agrees Lo irsert °
standard comrercial supplies or raw mate

Turtner wit:r regard =5 ron-discrimination, and in conrection with the performance cf work under this agreement,
<ne ~nit Cperator agrees to comply with all of the provisions of 3ection 202 ‘1) to 7)) inclusive, of Txecutive
Crder 1124k 37 F.R, 12219), copy of which Ls enclosed hereln - Zxnibit <) and made a part hereof.

g1 SAILLINC CTHTRACTS, Each 1lirg. DJeepening or “lugging 2ack operation conducted hereunder. 2nd not
cerformed 0y TLT Jperator wi'h its own tools and equipmens in accordance with Jection 15.7 dealing with Jse of nit
Speratsor's Trilling -qu-p ent. 3hall ve perrormed by a reputable drilling contractcr naving suitable equipment and
perscnnel under cntract tetween nit Zperatcr and the contractor. at the most favorable rates and on the
most favorable zerms 3nd conditions oid By zany zuch contractor after soliciting tids, if bids are obtainable, dut
stherwise it rates and on terms and conditions receiving the Approval »>f the Parvties.

ININSTURED LOSSES. Any and all payments made by Jnit Operator in the settlement or discharge of any lia-
Td parsons  wWnether or r.ot reduced <o judgrent) arising out of an operation conducted hereunder and not
urarcn nherein provided fc te maintained by Jnit Operator shall te charged as Costs and borne by the
w#hose accoun®t such oJperatiorn was conducted.

ARTICLE 17

ZIMITATICNS IN UNIT COPERATOR

SPECIFIL LIMITATIONS. Ir =ne conduct of operations fereunder, jnit Operator shall not. without first ob-

he Approval o1 GThe Carcies:

A. Charnge In Tperations. Make any substantial crange in “he basic method of opera-
“ior of any well. except .n -he case 2 an emergency.

S. Limit On Zxpenditures. ndervtake any project reasonably estimated zo require
an expenditure In axcess of ten snousand doilars $12.00C.00); provided. however, %hat (1Y Unit
~perator i1s autnorized to make all usual and customary operating expenditures that are required
in the normal ¢ourse of preducing operaticns, ‘2% whenever "nit Jperator is authorized %o conduct

Article 17 .
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- a Zrilling. Deeperirng or Flugging tack operation. are other projeez. in
accordance with this agreement. U Operator shal zed maks all reaszonatle
and necessary expenditures in connection therewith cas emergenrcy., nit

erator may make such immediate expenditures as may ¢
or property, but notice of such emergency shall e zive
as reasonably possible.

tne proteciiorn
rier “arties as prom

C. Partial Relinguishment. Make any partial relirquishment of itz rignts as Urit
Operator or appoint any sub-operator.

T. 3ettlement of ~laims. Fay ir excess of =wenzy re nundred doliars “£2507.00°
in the settlement O &Ly CLalim [other than Workmer's Tompensation claims' for injury to or

death of persons. or for lecss cf or damage tc property.

E. Determirations. Make any of the delermirations provided

mert IC oe made Ty Dni- Operator. except as ctherwise specified ir tr agreemerc.
ARTICLE 1%
- TITLES
hS REPRESENTATIONS OF OWNERSHIT., Fach Party represents tc all other PFarties thet to the best of its snow-
ledge and belleT TES ownersnip o: norE{ng Interests in the Unit Area is that set out ir Fvhibit I of tne
ment. II it develops that any such ownership is incorrectly stated, the rights and resporsibilities of =

an‘% be goyerned '%y th% grovisions of this Arvicle 18, but such erroneocus statement snall not be a cause
cellingoF téminating this agreément’

13. TITLE PAPERS TO BE FURNIBHEL.

1 upor request
ments. options
ed working Inter-

A. Lease Papers. FEach Party, after executinz tnis asreement,
promptly furnisk Jnit gperator with photostatic copies of all le
and other contracts whicn it nas in its possession relating to its Commit
- ests.

1

g P

B. Title Papers For Initiel Test Well.

1, Abstracts of title based upon the county records certified
to current date.

2. All lease papers, or photostatic copies therzof. mentioned
ir Section 18.2A which the Party has in its possession. and which nave
not heen previously furnished to Unit Operator.

2. Copies of any title opinions which the Party has in its

possesgsion.

4. If federal lands are involvec, status reports of current date
setting forth tne entries found in the district land office of the Bureau
of Land Management for the lands involved. and alsc a certified copy of the
serial register for the federal leases involved.

T 5. If state lands are involved, status reports of current date
showing the entries pertaining to the land involved found in the records
of such state.

6. If Indian lands are involved, status reports for the land
involved showing the entries found in the office of the Superintendent
- of the Indian Agency and the area office for such Indian lands.

C. Title Papers For Subsequent Hells.

1. When the Drilling of a Well is proposed a title examination
area shall be designated:

a) As to 8 Subsequent Test Well or an Exploratory
Well, by the Party proposing the Drilling thereof; pro-
vided that the area so designated does not exceed 2560
acres, or the Drilling Block, whichever is the greater.

- b) As to & Development Well the Drilling of which nas re-
ceived the Approval of theé Parties. by the Parties of the par-
ticipating ares; provided that they may designate a title ex-
amination area outside the participating ares.

2. Bach Party within any sucn title examination area shall at its
—. own expense and upon request furnish Unit Operator with the title materials
listed in Section 18.2B not previocusly furnished, relating to all lands with-
in such area in which it owns Committed Working Interests.

D. Title Paper, t Or & bl artd rag . Upor the
establishment or tne enIargemen% o% a par%Ic%pafing area, each varty shaii prom ’iy at its

own expense furnish Unit Operator all the title material listed in Section 18. relating

to all its Committed Working Interests in the lands lying within such particip iing area
as established or enlarged. )
1£.3 TITLE EXAMINATION. Promptly after all title papers delivered pursuant to Section 1¢.2B. C or D have

peer received. Unit Uperator shall deliver such title papers to an attorney or attorneys approved by the Parties.
Unit Cperator shall arrange to have the same examined promptly by such attorney or attorneys and shall distribute
coptes of title opinions to all Parties as soon as they are received. After a2 title examination has been completed
and a reasonatle time, not exceeding thirty days, has veen allowed for any necessary curative work. Unit Operator
shall submit to each Party copiles of title opinions and a report concerning the title examination with written rec-
ommendatior for approval or disapproval of the title to each Committed Working Interest involved, and thereafter

the Parties shall advise Unit Operator in writing within fifteen days after receipt of such title opinions or reports
of approval or disapproval of titles.

8.4 OPTION FOR ADDITIONAL TITLE EXAMINATION, Any Party who furnished materials for title examination pur-
suant to Section .28, or sha. ave e r to examine all materials furnished Unit Operator. If such addi-
tional title examination is elected, it shall be at the sole cost and expense of the Party electing to perform the
same and such Party shall bear any expense which may be necessary to reproduce title materials for its use, if re-
quired. Whether or not such additional title examination is elected, each Party shall have the right to approve or

- disapprove title according to the provisions of this Article 18.

18.5 EXPENSE OF TITLE EXAMINATION AND CURATIVE WORK. All expenses incurred at the direction of the Unit Op-
erator in examination of Etitles to an aree Eesignafea pursuant to Section 18.2 shall be charged as Costs incurred
in Drilling the well for which title examination 1s made and all expenses incurred in examination of titles upon es-
tablishment or enlargement of a participating area shall be charged as Costs incurred in the operation of such par-
- ticipating area as established or enlarged. Such curative work as is performed to meet title requirements concern-
ing & Committed Working Interest shall be performed by and at the expense of the Party claiming such interest.

18.8 APPROVAL OF TITLES PRIOR TC DRILLING.
A. Except as provided in 18.6C below, prior to actual Drilling, title to Committed

Article 18
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Yorking Irserssts in the title examination area must recelve the Approval or the Fartiss:
Crilling >lock. as =¢ Jucsequent Test
and

zr:d IXplors

Z. Ir <he participating area. as =o “evelopmert iells.

2, Any Party included in the Drilling Party Zor a well for which ftitle examira-
zicn is made as above provided. who has disapproved title to a Committed Working Interest
whnich nas teen examined in connectlon with the Zrilling of such well may wlthdraw from zre
Srilling Party by giving written notice of such withdrawal to all other Parties included
in the Drilling Party within Tifteen u&yS after the recommerdation of the Jnit Operator
on a title examination made in connection with fthe Drilling of the well, and the Drilling
or su"b well shall not be commenced until the explration of said Tifteen day period.

In the event any Party so withdraws, the proposec well shall not be drilled unless
within Jifteen days after the giving of such notice of withdrawal. a Party or Parties {nclu-
ded in the Drilling Party agrees in writing to bear that proportion of the Costs curred in
Srilling such well that would have been borne by the withdrawing Party; and the withdrawing
Party snall become & Non-Drilling Party under the applicable provisions of Zxhibit 4, and
Articles 12 and 13 hereof.

C. In the event Approval of the Parties is not ottained as in this section other-
wise nrcv1d°d, the Drilling Party may proceed with the Drilling of the well, but said Drill-
ing Pzrty chall. by so proceeding, assume all risks attending the potential failure of zitle
to one or more of the tracts within the title examination area; particularly with regard to
the consequences if title to a tract should fail and the true owner provesto be one who is not
a2 Party to this ‘Init Operating Agreement.

3.7 APPROVAL G TTTLES ON ESTABLISHMENT OR ZNLARGEMENT OF A PARTICIPATING AREA, ¥#ithin rifteen days arter
the receipt of the recormendation of the UR1t Operator on Sicle examinacloll made apon cne establishment o™ enlarge-

ment of a participating area. each Party wlithin the participating area as established or enlarged shall notify

aach of the other Parties therein whether it accepts or rejects title to eacn Committed Jorking Interest within sucn
participating area 2s estavlished or enlarged. Any 2arty rejecting title shall state the reasons therefor in writ-
ing.

If sitle to a Commiftted Working Interest is rejected by ary Party by notice given as above drovided. lhe Parties
within <ne parti c1pacirg area as established or enlarged shall vote in accordance with Article 14 dealing with 3uper-
vision of {perations oy Parties. on the Approval of such title. If, on such vote. tne title receives the Approval
of “ne rarties. such *%itle shall bde deemed Approved; if not. it shall ve deemed disapproved. If no Farty has re-
Jected title %o 3 Tommitted Working Interest by notice ziven as z2bove provided, then title to such interest snall
oe deemea Approved without vote of the Parties.

Working Interest shall %e entitled So participate in the droduction or Unitized Substances ‘rom any
palting crea untll title to such Zommitted ‘iorking Irnterest has received tne Approval of the Parties withir

Jpon Approvel of the Partles of title to a Committed Working Interest within a participating area. such approval
shall be binding on all 2artles within the participating arez and on all additional Parties whose tracts later are
included. by expansion, in the participating area.

18,32 ZFFECT OF DISAPFROVAL OF TITLE ON ESTASLISHMENT OR ENLARGEMENT OF PARTICIPATING AREA, If title to the
Committed WorkIng LrCerest in a TrBCt W1ThID & participating area 1, disapproved as provided In Section 15.7, tne
Party claiming such Committed Working Interest may, within thirty days after such disapproval, provide indemnity
in such terms and ir such amount as receives the Approval oI the Parties ‘other than the idemnifying Party) within
such participating area. on an Acreage 3asis among themselves. In the absence of such idemnity, the proceeds of the
Production Jrom sucn tract or of the Production allocated tnereto (whichever 1s the greater) to the sxtent attribu-
table to such Committed Working Interest, after deducting Lease Burdens payable thereon, shall be paid to Unit Op-
nratcr and held in suspense until title fo such Committed Working Interest receives the Approval of the Parties with-
2uch participating area or untll such time as such LommiPCEd Working Interest is lost through title Tallure; pro-
i nowever. that mit Onerator shall apply such proceeds in payment of Tosts ipcurred in the development or op-
eration of sucn tarticipating area to the extent chargeable in respect of such Committed Working Interest,

FAILURZ OF TITLE TO ZON%'”T.D WOPKING INTEREST 2EFORE APPROVAL., If title %o any Committed Workxing Inter-
T ‘= wnole 3¢ Lnh part prior to recelvirng wne approval ol tne rarties. the Parties nereto who improper-

. _nterest in said land srall sustain the en%tire 125 cucasioned by such Tailure orf title. and do here-
relteve ard indemni®™  %ne Init Jperz%or and a3l ot er Farties from any and all llability on account

CREING TNTEREST AZ
arfies ander section 1
enlargement o 2 participating area, T

SPROVAL. If title to a Committed Working Interest
3 to & Drilling 3lock. or under Sectior 18.7
1 whole or in part then:

loss and any ensuing liabilily sn charged as a common loss of the
nterest: in the affectad participating area or Drilling Bleck . including
crking Interest ~as Teer lcst and including the acreage of
Triarestii and

snall te relinguished to the Party whose Jormitted Working Interest
nas teen los ;. proportionate part of each of the other Committed Working Interests
in “he lands within such affected participating area or Drilling 3lock., subject to a like
zartion or ir respective Lease 3urdens. as may de necessary =0 make the loss of such
ing Interest a Joint leoss or the parties wichin such participating area or
and

3, The relinguished portions of said Committed Working Interests shall be deem-
ad >wned Ty e Party receiving the same. suc’ect %0 a proportionate part of their res-
pective Zease 3urdens for all purposes of %his Agreement.

- Y TRUE OWIER. If <itle to a Committed wWorking Interest fails in whole or in part. such Zommited
rest snall no Longer ne subject to this Agreement and Unit Agreemernt. A true Jwner of a Working Inter-
: 3 d. foin !n tpois Agreement or enter upon & separate Cperating Agreement with the
“erms and ccnditions as receive the approval of the Parties within the unit area;
he trie Owner.

ARTICIE 13

CNLZASED INTERESTS

"otier provisions" ‘Zsllowing Article 385) nerein this Agzreement is silent as

S0 nleazea

RTNTALS ANT LZA3Z SURDENS

cplizated %0 zay any and all rentals and other sums other tnan Lease 3ur-
Tommitted i ing rnterests. subject. towever. <o %he right of each Party
Jorkirg Trterest ir iccordance with Article fpor. request, =acn Farty shall
-dence af xing of such payments, fowever. nc Party 11 te lL:iable %o
1 vayments zrovided 1t nas acied in Zood
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20.2 LEASE BURDENS. The Party or Parties entitled <o receivs the Production allocated o a ©
within a participecing aree shall be obligated 5o make any and all payments, whether In casn or in
S0 any 2rd all Lease 3urdens. net profits interests. carried interests and any similar
pect o such Production or the proceeds $hereof, except as provided in Article 22 Zealing wi<.. Withdrawal of Tracts
and Uncommitted Interests. The Parfy or Parties entitled to receive the Prcduc~ion fIrom a we conpleted as a oro-
ducer but not included within a participating area shall be obligated to pay all Lease 3urdens payable in respezt
of such Production and each such Party shall be ctligated fo pay any net profits interest. carried interest and
similar interests payable in respect of its share of such production.

X

20.3 LOSS QF COMMITTED WQORKING INTEREST. If a Committed Working Interest is lost through
sayment above provided Lo peé made oy the Tarty owning the same, such 10ss shell be borne entirsl
vided. however, if the Committed Working Interest so lost covers land within a participating area
Subdivisions of Jection 18.10 dealing with Failure of Title to Commitied Working Interess

2ilure -0 maka any
2y sucn Party: pro-
che prowrisions of
21l 2pply.

ARTICLE 21

TAXES
21.1 PAYMERT. Any and all ad valorem taxes payable upon the Jommitted Working Interests ‘and pon Lease 3ur-

dens which are not payable by the owner thereof} or upon materials, equipment, or other property acquired and held

by Unit Operator hereunder, and any and all taxes (other than income *taxes} including severance and sales taxes upon
or measured by Unitized Substances produced fram the Unit Area which are not payable by tha pirchaser or parchasers
thereof or by the owner of Lease Burdens, shall be paid as and when due and payable ty 'mii Cperator or oy the Par-

ty "taking in kind" as more specifically provided in Articles 6.5 and 5.5 herein.

2l.2 APPCRTIONMENT. Taxes upon materials, equipment and other property acquired and held by nit Operator
hereunder shall be charged to and borne by the Parties owning the same in proportion to their respective interests
therein. All cther taxes paid by Unit Operator shall be charged to and borne by the Parties in proportion to their
ownership in the Committed Working Interests or Unitized Substances (as the case may be) upon which or in respect
of which such taxes are paid. All reimbursements from owners of Lease Burdens. whether obtained in cash or by ie-
duction from Lease Burdens. on account of any taxes paid for such owners shall be paid or credited %to the Parties
in the same proportions as such taxes were charged to such Parties.

21.3 TRANSFER OF INTERESTS. In the event of a transfer by one Party to another under the provisions of this
agreement of any Comm ] orking Interest or of any interest in any well or in the materials and equipment in any
well, or in the event of the reversion of any relinquished interest as in this agreement provided the taxes above
mentioned assessed sgainst the interest transferred or reverted for the taxable period in which such transfer or
reversion occurs shall be apportioned between such Parties so that each shall tear the percentage of such taxes which
is proportionate to that portion of the taxable period during which it owned such interest.

21.4 NOTICES AND RETURNS., Each Party shall promptly furnish nit Operator with coples orf notices, assessments,
ievies or tax statements received by it pertaining to the taxes to de paid by Unit Operator. Unit Operator shall
make such returns. reports and statements as may be required by law in connection with any taxes above provided to
ve paid by it and shall furnish copies to the Parties upon request. It shall notify the Parties of any tax which it
dces not propose to pay before such tax becomes delinquent.

ARTICLE 22
AITHDRAWAL OF TRACTS AND JNCOMMITTED INTERESTS

22.1 LIMITATION ON RIGHT QF WITHDRAWAL, Jot l:3s than rfive days before filing the Unit Agreement Zor final
Departmental approval. Jnlt Jperator shall notify eacn Party in writing of intention tec file, specifying in suen
notice, to the best of Unit Operator's knowledge. the status of ownership of unitized lands and Lease Burdens on
Production therefrom. If the owner of any substantial interest in a tract within the ‘Init Area has then failed or
refused to join in the Unit Agreement. the Party or Parties owning Committed Working Interests in such tract shall
have the right to withdraw such tract from the Unit Area in accordance with the Unit Agreement; provided, nowever,
that such right shall not be axercised until after at least ten days pricr written notice %ta all other Parties with-
in the Unit Area and such right shall not be exercised if within said period of ten days the non-withdrawal of such
tract receives the Direction of the Parties who at the time of the giving of such notice have executed this agree-
ment.

22.2 THE EFFECT OF NON WITHDRAWAL AT DIRECTION OF PARTIES. If the non-withdrawal of a tract receives the
Tirection of The Pertles as above provided and il such tract 1s included within a participating area, the follow-
int provisions shall apply:

A. Any and all payments and liabilities to the owners of uncommitted interests
in such tract that are in excess of the payments that would accrue to such owners had they
executed the Jnit Agreement shall be borne and shared on an Acreage 3asis by the Parties
within the participating area in whicn the tract is located.

B. If the payments that would accrue <o the owners of uncommitted interests in
such tract if they had joined in the Jnii igreement are in excess of the payments actually
accruing to them such excess shall ve shared by all Partles within the participating aree
on an Acreage 3asis.

22.3 JOLLNTARY NON-WITHDZAWAL. If the Par%y or Parties owning Z“ommitted Working Interests in a tract vol-
antarily fails tc exercise the right to withdraw such ftraect in accordance with the nit Agreement. all payments
and llabilities acerulng to the owners or uncommitted interests in such tract 3hall be paid and cerne by such Par-
ty or Parties.

ARTICLE 23
ZCOMPENSATORY RQYALTISS
23,2 NOTICE, Whenever demand 1s made in accordance with the Jnit Agreement for the payment of compernsatory

royal-tes. InIt Jperator shall give written notice -hereof tec each Party arffected ty the iemand. as hereinarier
orovided.

SEMAND TOR FAILURE TO DRILL ~ DEVELCPMENT WELL. If the demand for compensatory royalty results “rcm
~ne railure to orill a Jevelopment aAell and such well -s not drilled, then Uni* Cperator shall pay such compensa-
tory rcyalty. 3Such payment shall be charged as Costs Iincurred in operatlions within such participating area.

z3.3 JEMAND FOR FAILURE TO DRILL A WELL OTHER THAN A SEVELOPMENT WELL. If the demand Zor compensatory royal-
<7 results rom The T&llure to Drlll a well other than 2 Jevelopment Jell and an election %0 Drill in order %o avoid
payment of Tompensatary Royalties is not made by any Party owning a Tommitted Working Interest in tne kract ipan
which such a well may be Drilled. then "nit Dperator shall pay such compensatory royalty. 3uch payment shall be
chargeable “o and borne by the Parties who would be obligated to vear the Costs of such well i{f the well were Drill-
ad as a Required Yell in accordance with 3ection 102.4B.

ARTICLE 24
SEPARATE MEASTREMENT AND SALVAGE

24.1 SEPARATE MEASUREMENT. If a well completed as 2 producer of Unitized 3ubstances is in or included in 2
participating area but 1s not owned on an Acreage 3asis by all the Parties within such participating area and if,
within thirty days arfter request by any interested Party. 2z method of measuring *the Productiorn Z<rom such well with-
out necessitating additional Jacilities loes not receive the Approval of the Parties, then 'nit Operator shall in-
stall sucn additional tankage. Zlow lines or other Jacilities for separate measursment of she ~nitized 3Iutbstances
sroduced from such well as 'Jnit Cperator may deem suitable. The Costs of such cilities Zor separate mezsurement
spall ve charged “o and borne vy the Trilling Parcty for such well and treated zs Costs incurred in operating such
well notwithstanding any other provisions or *“his asgreement.
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24,2 SALVAGED MATERTALS. If any materials and equipment are salvaged from & well completed as a producer
after teing JF¥Illed. -eepened or ~lugged Back otherwise than Ior the account of all the Parties entitled to par-
tilcipate therein before reversion to the Non-Drilling Partles of their relinquished interests in the well. the
proceeds derived from sale thereof. or, if not sold. the Salvage value thereof, shall be treated in the same manner
as proceeds of Production from such well for the purpose of determining reversion to Non-Drilling Partles of their
relinquished interests in such well.

ARTICLE 25
SECONDARY RECOVERY AND PRESSURE MAINTENANCE

25.1 CONSENT REQUIRED. Unit Operator shall not undertake any program of secondary recovery or pressure main-
tenance invol¥ing Injection of gas, water or other substance by any method, whether now known or nerearter devised,
without first obtaining the approval of the Parties of the Committed Working Interests in the participating area
affected by any such program; such approval to be determined by vote of the Committed Working Interests as defined
in Article 14.2 hereof, unless s different voting requirement is agreed to by the Parties, in which event it will
be shown on Exhibit 4 hereto. After the Partles have voted to undertake a progrem of seconday recovery or pressure
maintenance in accordance with this section, the conduct of such a program shall be subject to supervision by the
Parties by vote as set forth in Article 14.

25.2 ABOVE GROUND FACILITIES. This agreement shall not be deemed to require any Party to participate in the
construction OF operation ol any gasoline plant, sulphur recovery plant, dewaxing plant or other above ground fac-
{1lities to process or otherwise treat Production, other than such facilities as may be required for treating Pro-
duction in ordinary lease operations and such facilities as may be required in the conduct of operations authorized
under Section 25.1.

ARTICLE 26
TRANSFERS OF INTEREST

26.1 SALE BY UNIT OPERATOR. If Unit Operator sells all its Committed Working Interests, 1t shell resign and
a new Unit Operator shall be selected as provided in the Unit Agreement.

26.2 ASSUMPTION OF OBLIGCATIONS. No transfer of any Committed Working Interests shall be effective unless the
same is made expressly subject to the Unit Agreement and this agreement and the transferee agrees in writing to ass-
ume and perform all obligations of the transferor under the Unit Agreement and this agreement insofar as relates to
the interest assigned, except that such assumption of obligations shall not be required in cese of a transfer by
mortgage or deed of trust as security for indebtedness.

26.3 EFFECTIVE DATE. A transfer of Committed Working Interests shall not be effective as between the Par-
ties until the Tirst day of the month next following the delivery to Unit Cperator of the original or a certified
copy of the instrument of transfer conforming to the requirements of Section 26.2. In no event shall a transfer
of Committed Working Interests relieve the transferring Party of any obligations accrued hereunder prior to said
effective date, for which purpose any obligation assumed by the transferorto participate in the Drilling, Deepening
or Plugging Back of a well prior to such effective date shall be deemed an accrued obligation.

ARTICLE 27
RELEASE FROM OBLIGATIONS AND SURRENDER

27.1 SURRENDER OR RELEASE WITHIN PARTICIPATING AREA, A Committed Working Interest covering land within a
participating area shall not be surrendered except WIith the consent of all Parties within such participating area.

However, a Party who owns a Committed Working Interest in land within a particilpating area and who is not at the

time committed to participate in the Drilling, Deepeninz or Plugging Back of a well within such participating area

may be relieved of further obligations of any particular Committed Working Interest or Interests with respect to such
participating area as then constituted by executing and delivering to Unit Operator an asslgnment conveyilng to all
other Parties within such participating area the particular Committed Working Interest or Interests owned by such Party
in lands within the participating ares, together with the specific interest of such Party's Committed Working Intarest
in any and all wells, materials, equipment and other precperty applicable to such surrendered interest or interests.

27.2 _PROCEDURE QN SURRENDER OUTSIDE PARTICIPAIING AREA, Whenever a Party desires to surrender its Commit-
ted Working Interest in any tract which is not within any participating area, such Party shall give to all other
Parties written notice thereof describing such Committed Working Interest. The Parties receiving such notice, or
any of them., shall have the right at their option to take from the Party desiring to surrender an assignment of
such Committed Working Interest by glving to the Party desiring to surrender written notice of election so to do
within thirty days after receipt of “he notice of the desire to surrender. If such election 1s made as above pro-
+ided, the Party or Parties taking the assigmnent {(which shall be taken by them in proportion to the acreage of their
Committed Working Interests among themselves in the Unit Area) shall pay to the agsigning Party its share of the Sal-
vage Value of any wells owned by the Parties and then located on the land covered by such Committed Working Interest,
which payment shall be made on receipt of the assignment. If no Party elects to take such assignment within such
thirty day period, then the Party or Parties owning such Committed Working Interest may surrender the same 1f surr-
ender thereof can be made in accordance with the Unit Agreement.

27.3 ACCRUED OBLICATIONS. A Part; making an assignment or surrender in accordance with Section 27.1 or 27.2
snall not be relleved or 1ts abllity for any obligation accrued hereunder at the time the assignment or surrender
is made, or of obligation %o bear its share of the Costs incurred in any Drilling, Deepening or PFlugging 3ack oper-
ation in whicn such Party has elected to Participate prior to the making of such assignment or surrender, except to
tr.e extent that the Party or Parties receiving such assignment shall assume, with the Approval of the Parties, any
ard all obligations of the assigning Party hereunder and under the Unit agreement.

ARTICLE 28
SEVERAL, NOT JOINT LIABILITY

23,1 LIABILITY. The liapility of the Parties hereunder shall be several and not joint or collective. 3Zach
Zarty shall Y€ responsible only for its obligations as herein set out.

28.2 ;0 PARTNERSHIP CREATED. It is not She intention of the Parties to create. nor shall thils agreement or
“he Jnit Agreemenf Te construed 48 creating a mining or other partnership of associatlion between the Parties, or to
rerder them liable as partners or associates.

28,3 SLECTION., Each of the Parties hereby elects to be excluded from the application of Subchapter K of
Chapter 1 of ZJubtitle 4 of the Internal Revenue Code of 1954 or such portion or portions thereof as may be permit-

ted or authorized by the Secretary of the Treasury of the Jnited States or his delegate insofar as such Subchapter
or any portion or portions “hereof may e applicable to the Parties. If any present income tax laws of the state
sr states in which the Ynit fcere 1s located, contain or shall hereafter contain, provisions similar to those con-
*ained in the Subchapter of the Internal Fevenue Code of 1954 above referred to under which a similar eslection is
permitted, each of the_Parties nereby elects to be excluded from the application of such laws. Accordingly, each
Party hereby authorized and directs Unit Operator to execute such an election cr electlons cn its benall and file

tre same with the proper administrative office or agency. £ requested by Unit Operator, each Party agrees to ex-
scute and foin in such instruments as are necessary to make such election effective.
ARTICLE 2%
29. 2 FIVING AND RECIIPT. Ixcept as otherwise specified nerein. any notice. consent or statement nerein pro-

rided or permitzed So oe glven by nit Operator or a DParty to the Parties shall be given in writing Dy Jnited 3tates
mail or by “elegraph, properly addressed to each Party o whem given. With postage or charges prepald, or by del-
ivery Shereof in verson to “he Farty to whom given; however. i delivered o a corporate Party, it shall not be deem-
ed given unless delivered personally to an sxecutive orficer of such Party or to its representative designated pur-
suant <c 3ection 14.7 dealing with Iepresentatives. i rotice given under any provision nereof shall Se deemed given

27, 28, 20
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only when recelved by the Party to whom such notice Is directed. except that any notice given by Urnited 3tates reg-
istered mall or by telegraph. properly addressed to the Party to whom given with all postage and Charges prepaid.
srall be deemed given to and received by the Party %o whom directed forty-eight (48} aours after such nctice is
deposited in the Jnited States maills or twenty-four (24) nours arfter such notice is riled with an operating tele-
graph company for imrmedlate transmission by telegraph, and also except that a notice to Unit Operator shall rot te
deemed given until asctually received by it.

29.2 PROPER ADDRESSE3. Each Party's proper address shall be deemed o te the address set forth under or opp-
osite its signature nereto unless and untll such Party specifies another post office address within the continental
limits of the United States by not less than ten days prior written notice to all other Parties.

ARTICLE 20

EXECUTED IN COUNTERPARTS AND RATIFICATION

30.2 COUNTERPARTS. This agreement may ve executed in counterparts and all such counterparts taken “ogether
snall be deeméd to constltute one and the same instrument.

30.2 RATTFICATION. This agreement may be executed by the execution and delivery of & gzood and sufficient
instrument of ratirication, adopting and entering into this agreement. Such ratification shall have the same ers-
2ct as if the Party executing it had executed this agresement or a counterpart hereof.

ARTICLE 31

SUCCESSORS AND ASSIGNS
.1 COVENANTS. This agreement shall be binding on and inure to the venefit of all Parties signing the same,
their heirs, Jevlisees, personal representatives, successors and assigns and their successors in interest, whether

or not it is signed by all the Parties listed below. The terms hereof shall constitute a covenant running with the
lands and the Committed Working Interests of the Partiles.

ARTICLE 132
HEADINGS FOR CONVENIENCE

32.1 HEADINGS. The table of contents and the headings used in this agreement are inserted for convenience
only, and unléss used in the text of the subject section or subsection shall be disregarded in construing this agree-
ment,

ARTICLE 33
RIGHT OF APPEAL

33.2 NOT WAIVED. Nothing contained in this agreement shall be deemed to constitute the waiver by any Party
of any right Tt would otherwise have to contest the validity of any law or any order or regulation of governmental
authority (whether federal, state or local) relating to or affecting the conduct of operations within the Unit Area
ar to appeal from any such order.

ARTICLE §4
SUBSEQUENT JOINDER
3.1 PRIOR TC COMMERCEMENT OF OPERATIONS. Prior to the commencement of operations wunder the Jnit Agreement,

all owners of WOrking INterests in The WUnlt Area who have joined in the Unit Agreement shall be privileged to ex-
ecute or ratify this agreement.

34.2 AFTER COMMENCEMENT OF OPERATIONS. After commencement of operations under the Unit Agreement, any Work-
ing Interest In Iand within the Unit Area which is not then committed hereto may be committed to this agreement and

to the Jnit Agreement upon such reascnable terms and conditions as may recieve the Approval of the Parties, voting
on a total unit area Committed Working Interest basis.

ARTICLE 35
CARRIED INTERESTS
5.1 TREATMENT OF. If any working interest shown on Exhibit B of the Jnit Agreement and committed thereto is

35.
a carried working interest, such interest shall, if the carrying party executes this agreement be deemed to be, for
the purpose of this agreement, a Committed Working Interest owned by the carrying party.

ARTICLE 36
ZFTECTIVE DATE AND TERM

0.1 ZFFECTIVE DATE. This a2greement shall become effective on the effective date of the Unit Agreement ex-
cept that the provisions ol 3ection 22.1 dealing with Limitation on Right of Withdrawal shall be operative prior
o such effective date,

36.2 TERM. The term of thls agreement shall be the same as the term of the Unit Agreement and shall term-
irate concurrently therewith.

35,3 EFFECT OF TERMINATICON. Termination of this agreement shall not relieve any Party of its obligations then
accrued rereunder. NO standing termination of this agreement and the provisions hereof relating to the charging

and payment of Costs and the disposition of materials and equipment shall continue in force until all materials and
equipment owned by the Parties nave been disposed of and unitl final accounting Setween 'nit Operator and the Parties.
Termination of 4his agreement shall automatically terminate all rights and interests acquired by virtue of %his
agreement in lands within the Jnit Area except such transfers of Committed Working Interests as nave been evidenced
2y Jormal written instruments of transfer.

2E.4 EFFECT OF SIGNATURE. When this agreement 1s executed by iwo Parties, executlon by =sach shall be deemed
consideration” for execution by the other ard each Party thergofore or thereafter executing this agreement shall
“hereupon vecome and remsin bound hereby until the termination of this agreement. However, if the Init Agreement
qoes not become effective within forty-eight months Irom and after She date of %this agreement., shen at the expir-
ation of said period, this agreement shall terminate.

OTEEP PROVISIONS, IF ANY, ARE SET- FORTH COMMENCING CN PAGE 16
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{CTHER PROVISICHS)

NG _OBLIGATION TC REPRESENT CTHER
olgoh I ER G

37.2 NO OBLIGATION TO REPRESENT OTHER PARTIES BEFORE FPEDERAL PCYER COMMISSION. This agreement snall not se construea oo
vrovide that any rarty 1s volilgated To represent any cther Party nereto cefore -ne Federal Power Commission.

: { OTHER PROVISIONS)

ARTICLE 28

SUBSEQUENTLY CREATED LEASE 3URDENS

38.1 SUBSEQUENTLY CREATED LZASE BURDENS. If any working interest owner 3nall, subsequent to tnhe execution of this agree-
ment, create an overriding royalty, production payment, net profits interest, carried interest, or any other nterest out of
1v3 working interes: !nereinafter called "subzequently created durden") such subsequently created ourden snall oe
specifical.iy made sub ect tc all the terms and provisions of tnhnls agreement. If the working interest owner from wnicn such
subsequently created interest ‘s created oecomes a Non-Drilling Party In an operation nereunder and as a resulf relinquisnes
interest in Production to tne Drilling Party, then such Non-Drilling Party shail nold narmless tne Orilling Party from any
reduction in Productlion that mignt otherwise occur by virtue of the subsequently created ourden, and the Drilling Party
3hall, unsil reversion of tne relinquisned interest occurs, receive sucn Productiocn free and clear of any burdens otner tnan
those exissing at the sime tne szubject lands were committed to the Unit Agreement.

Furtner, 1f tae working interest owner from whicn sucn supsequently created inierest is created:

a) falls to pay wnen due its snare of cost3 and expenses cnargeable nereunder, and 1ts snare of production
zeruing nereunder s insufficlent to cover sucn coste and 2xpenses,

Vo) elects zo surrender a leasze under Article 27 nereof, or

w“itndraws from tnls agreement as providea in Article 27,

¢reated interest snall ce chargeable witn a Pro rata porsticn of all ¢osts angd expenses nereunder in tne
.f 3:icn sudbsequently created interest were a working lnterest, and Operator snall nave tne rignt o enforce
2sequently creataa interest tne lien 2nd all other rignts granted in Article 1S nereof focr tae purpose of

s and expenses cnargeable to the sudsequently created inscersest,

(OTHER PROVISIONS)

ARTICLE 39
TREATMENT OF NON-COMMITTED LANDS

POOLING, OR COMMUNITIZATION, OF UNIT LANDS WITH NON-UNIT LANDS. Sunject to the terms of this Section 39.1, Unit
Opera or 1t empowered to pool, OT communitize, lands committed to cnls Unit Orerating Agreement with uncommitted lands
for cthe purpose of providing a drilling, or spacing, unit wnich conforms with the pravisions of the appropriate order of
the regulatory agency of the government of tne state in wnicn the lands are located.

Insofar as Committed wWorking Interests of Unit lands are concerned, the procedure for Drilling and the snaring of
costs of a well drilled on suen a pooled tract shall be as provided in this Unit Operating Agreement for the appropriate
well classiflcation {Subsequent Test Well or Exploratory Well, if the lands te outside an established participating aresa;
or Savelopment Well if the Unlt lands are within the tcundary of an es»anl‘s1ed particlpating area; or Required wWell -
:r development or exploratory - if the Unit lands nave Deen force -pcoled” by the state regulatory agency as the
2n application made 5y the owners of the non-unit lands); and zae costs chargeable to the Committed Interests
z2 Tnat croportionate part of tne well's coste allocated to the Committed Interests of Unit lands within the
spacing unic.

er a Drilling 3lock if for an CZxploratory %Well, or
portion of a parc.cipating area 17 [cr a Development .ell) wnicn 4itain an 2rea covered oy a spacing order of the
gtate regulatorv agency and a vortion ¢f the 3pacing unit 18 prescrioced o sucn order covers non-committed lands as well
as Committed Lands, cnen, upon the 2irectlicn of the Orilling Party, :ne Unit Cperator will:

If 2@ Drilling of a weil 132 proposea ¢n a sracc of land

{a) seek =ne voluncary pooling of tne sub.)ect lands witnin the spacing unit,
2r, failingz to secure voluntary pooling,

{2) if o0 i1irecued uy =ne Drilling Party, take proper ac:icn, including applicatlion zo tne approoriace
zovarnmencal agency, SO secure the forced- -pooling® of tne zuc'ect non-committed lands;

ind

precgacute, ln accorcance Jitn She terms nerecf, the Drillinz of sald well,

on aliocated to tne Cemmitted Interests of Jnit lands shall ose treated tne
41 Supstances and in accordance witn the appllcable provisions c¢f this
eferance %o Articles &, 3, 9, 12, 13 and =xhipit 4,

droportionats pare tne ?reductl
same ag cr oany 3t
Jniz J,enacing Agreome

IMENT OF INCOMMITTED RCY. 3houla wne cWner cf a royalivy Interest, or the owner of an over-

intar2st _nsofar as tne over lesz tnan 1ts oreovortionate part of one-eignth 1/8th) of leasenocld
act of land committed te "a Unit Agreement and Unit Operaving Agreement fail or rerfuse to execute or
vecome zound sy the Jnit Agreement and as a resul* “hereof tne Lease Jurdens of %She Party entitled to receive the

i cn 2llocated to cne tract cor zraccts of land alffected are more tnan the Lease 3Burdens computed on She casis of

lloecated saerecs, Unit °~nra:ar, upon receipt of evidence thereof from tne Party affected, snall reimburse

full amoun: :f sucn excesc _ease 3urdens and snall treat the same as an operating ccst; similarly,
dens are iess o sn <re Lease Burdens computed In the oasis of productlion allocated tnereto, sucn Party
e Upnic “peracor for distritutlon o all Partiles.

iifference % 2

{2THER PRCVISIONS)
ARTICLE 4C

ITY CF WIT JPZRATING AGREEMENT

Jor Commitied Working Interests unaer lands and as
xppilcable, descrived in ITxnisit i) may e caken,
ev.cusly =xisc Lng cperating agreements covering the Werking

committad Sc sne nit Agreement and Jr;t Cperating

GIBLE

{I—
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(OTHER PROVISIONS)
ARTICLE 41

41.1 Unpaid Unit "Costs". If any Working Interest Owner fails
to pay its share of Unit Costs within sixty (60) days after rendition
of a statement therefor by Unit Operator, each Working Interest Owner
agrees, upon request by Unit Operator, to pay its proportionate part
of the unpaid share of Unit Costs of the defaulting Working Interest
Owner. Working Interest Owners that vay the share of Unit Costs of
a defaulting Working Interest Owner shall be reimbursed by Unit
Operator for the amount so paid, plus any interest collected thereon,
upon receipt by Unit Operator of any past due amount collected from
the defaulting Working Interest Owner. Any Working Interest Owner
so paying a defaulting Working Interest Owner”s share of Unit Cost
shall, to obtain reimbursement thereof, be subrogated to the 1lien
and other rights herein granted Unit Operator.

41.2 Restoration In Event of Overpayment for Production Not
Taken In Kind. Section 6.5 provides for the taking in kind of
Production; and in event of failure to take in kind, Section 6.6
provides that Unit Operator may market the Production and account
to the Owners therefor. Further with regard to Section 6.6, Unit
Operator agrees to advise the Working Interest Owners of prices being
received for Production and when significant changes in prices occur,
and although any Working Interest Owner may at any time revoke the
authority granted Unit Operator to market his share of Production,
take in kind, and in accordance with Section 6.5 market it: unless
and until such action 1is taken Unit Operator may market the
Production; and in consideration of Unit Operator”“s marketing the
Production and making distribution of the proceeds to the Working
Interest Owners, each of the Working Interest Owners agrees to
indemnify and hold Unit Operator harmless from any and all claims,
demands or cause of action arising by virtue of its marketing
Production and making such payments.

It is recognized that the price for which Production is permitted
to be sold may be subject to requlation by governmental authority.
In the event such regulation does not permit retention of all of the
price for which Production was sold, the Working Interest Owners
severally agree to refund amounts in excess of permitted levels,
together with any applicable interest and penalties, promptly when
required by Unit Operator; such refunds being treated as Costs under
the meaning of Articles 1.4 and 41.1 hereof.

Should such refunds be required that are attributable to rovalty
interests, overriding royalty interests, production payments and other
similar 1interests (hereinafter called "lease burdens") and Unit
Operator is unable to recover such refunds from the owners thereof:
then any unrecovered refund accruing to a lease burden shall be
treated as a Cost under the meaning of Articles 1.4 and 4l.1 hereof
chargeable to the affected Working Interest Owners in proportion to
their Working Interests. Unit Operator shall continue to use such

reasonable measures as deemed practical - including withholding of
proceeds of sale of Production attributable to the lease burden
interest - to attempt to recover and credit to the accounts of the

Working Interest Owners such outstanding refunds.

In event litigation is considered to protect the rights of the
Working Interest Owners as to matters covered by this Article 41.2,
Unit Operator may be authorized through the voting procedure of
Article 14 hereof, but not otherwise, to incur legal costs to protect
the rights of the Working Interest Owners.

COUOA-3181 PAGE 17



41.3

41.4

41.5

COunA-3181

QOther Provisions regqardina WISP.

A. Costs (reference Article 6.4). Anything in this
agreement to the contrary notwithstanding, all costs
incurred in drilling, completion, plugging and other
operations related to WISP production shall be paid by
the parties entitled to such segregated production as
herein provided; and in this regard the provisions of
Exhibit 4, hereto, wnarticularly paragraph 3 of Part I
therein is made subject to the terms of Articles 6.4 and
41.3.

B. Correlative Rights (reference Article 6.4). As
between the parties to this agreement, nothing herein shall
require the drilling of any wells across a boundary between
WISP lands and other unitized lands. Segregation of such
production by the terms of Article 6.4 is deemed to in
no way adversely affect the correlative rights of anv vartv
hereto, nor to entitle any party to protection from
drainage.

c. Extinguishment of WISP Production Provisions in event
of Secondary Recovery or Pressure Maintenance (refers
to Article 6.4 and Article 25). In the event secondary
recovery or pressure maintenance should be undertaken by
the parties as provided in Article 25, the provisions of
Article 6.4 pertaining to working interest segregated
production, as well as any other provision in this
agreement concerning WISP, shall be of no further force
and effect, it being the intent of the parties that such
segregated production provisions have no application to
secondary recovery or pressure maintenance operations.

No casing point election for Mancos wells (reference

Article 4). Anything in this agreement to the contrary
nonwithstanding, wunless through prior approval of the
Parties, there shall be no "casing point election” accorded
anv party for wells projected to the Main Mancos formation;
rather the Authority for Expenditure or Cost Estimate
submitted for approval shall include costs of completion
and equipping for production. "Non-Consent"™ privileges
and penalty allowances shall be on a total well cost hasis.

Recognition of inflation in investment adjustment
(reference Article 13)., Any costs for materials, supplies
or services used in an investment adjustment shall be that
cost determined from current (as of the date of adjustment)
costs, regardless of the dJdate the cost was incurred or
paid.
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IN WITMESS WHEREOF, the parties hereto have executed this
agreement as of the day and vear first above written.

UNIT OPERATOR AND WORKRING INTEREST

OWNER:

BENSON-MONTIN-GREER DRILLIMNG CORP.
ATTEST:

BY:
Secretary Albert R. Greer, President

STATE OF NEW MEXICO )
) S8
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this

day of _ — . 19 » by ALBERT R. GREER, President
of BENSON-MONTIN-~GREER DRILLING CORP., a corporation, on behalf of said
— corporation.

SIGNATURE PAGE
COUOA-3181 PAGE I8




EXHIBIT A

ATTACHED TO AND MADE A PART OF
THAT CERTAIN AGREEMENT ENTITLED

UNIT OPERATING AGREEMENT
CANADA OJITOS UNIT
RIO ARRIBA COUNTY, NEW MEXICO

DATED MARCH 1, 1981

This Exhibit A comprises 4 varts, as follows:
PART I

WORKING INTEREST SEGREGATED PRODUCTION

The Working Interest share of production taken from the following
described wells, insofar as such production is from the formations
set forth below, is segregated from the remainder of the Unitized
Substances as provided by the terms of Section 6.4 of the Unit
Operating Agreement. The "associated lands"™ as to each well is also
listed below, and the rights and obligations accruing thereto are
defined in the Unit Operating Agreement, particularly in Section 6.4
{and 14.2 as to voting control).

WORKING
ASSOCIATED INTEREST
WELL LOCATION FORMATION LANDS OWNER
All Any location All All lands in All Working
wells approved by formations the Third Interest
duly constitued except the Expansion Area Owners -
authorities "Main which are: See attached
Mancos"* T-24N, R-1W list
Sec. 5: All
Sec. 6: All
Sec. 7: All
Sec. 8: All
T-ZSNI R-11
Sec. 5: All
Sec. 6: All
Sec. 7: All
Sec. 8: All
Sec. 17: All
Sec. 18: All

Sec. 19: All
Sec. 20: All
Sec. 29: All
Sec. 30: Aall
Sec. 31: All
Sec. 32: All

T-26N, R-1W

Sec. 5: wW/2
Sec. 6: All
Sec. 7: All
Sec. 8: WwW/2
Sec. 17+ WwW/2
Sec. 18: Aall
Sec. 19: All
Sec. 20: WwW/2
Sec. 29: All
Sec. 30: All
Sec. 31: Aall
Sec. 32: Aall

* "Main “ancos" formation defined in Svecial Definitions, Page 1 of
Agreement. ,
|
i
EXHIBIT A
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EXPLOPATORY “BLLS TO WHICH THE EXCEPTION TERMS
OF SECTION 12.2 (b} APPLY

- NONE -

PART III

VOTING PERCENTAGE REQUIRED FOR INSTITUTION OF
PRESSURE MAINTEMANCE OF SECONDARY RECOVERY

The voting percentage required to meet the "Approval of the
Parties” as described in Section 25.1 of the attached Unit Operating
Agreement prior to commencing a program of pressure maintenance or
secondary recovery shall be seventy-five percent (75%).

PART IV

MINIMUM SIZES OF TRACTS FOR DRILLING BLOCKS

The minimum size of a tract forming a Drilling Block for an
Exploratory Well (Paragraph 1 of Part I of Exhibit 4) shall be defined
by the objective formation to be drilled, as listed below. If more
than one of the objective formations listed below are the objective
formations, the Drilling Block shall be no smaller than that shown
for the formation with the largest size listed below. If no objective
formation is listed below there is no requirement for minimum size
Drilling Block for a well projected to that formation.

A. Niobrara Member of the Mancos Formation: Four governmental
sections, except for that part of the unit area. in Township 26 North,
Range 1 West outside the participating area in which the-participating
area is joined on the west by half sections, in which the drilling
block shall comprise two sections and two half sections (i.e. E/2 of
Section S5, E/2 of Section 8, all of Section 6 and all of Section 7).

EXHIBIT A
COUNA-3131 PAGE 2



EXHIBIT 1

ATTACHED TO AND MADE A PART OF
THAT CERTAIN AGREEMENT ENTITLED

UNIT OPERATING AGREEMENT
CANADA QJITOS UNIT AREA
RIO_ARRIBA COUNTY, NEW MEXICO

DATED MARCH 1, 1981

APPROXIMATE DESCRIPTION OF UNIT AREA
(ALL IN RIO ARRIBA COUNTY, NEW MEXICO)

T-24 North, R-1 East T-25 North, R-1 West T-26 North, R-1 West
Section 6: All Section 1l: All Section 1l: All
Section 7: All Section 2: All Section s All
Section 8: W/2 Section 3: All Section 3: All
Section 17: W/2 Section 4: All Section 4: All
Section 18: All Section S5: All Section 5: All
Section 19: N/2 Section 6: All Section 6: All
Section 20: NW/4 Section 7: Aall Section 7: All
Section 8: All Section 8: All
T-24 North, R-1 West Section 9: All Section 9: All
Section 10: all Section 10: All
Section 1l: All Section 11: All Section 11l: All
Section 2: All Section 12: All Section 12: All
Section 3: All Section 13: All Section 13: All
Section 4: All Section 14: All Section 14: Aall
Section 5: All Section 15: All Section 15: All
Section 6: All Section 16: All Section 16: All
Section 7: All Section 17: Aall Section 17: all
Section 8: All Section 18: All Section 18: All
Section 9: All Section 19: All Section 19: all
Section 10: all Section 20: All Section 20: all
Section 11: All Section 21: All Section 21: All
Section 12: All Section 22: All Section 22: aAll
Section 13: All Section 23: Aall Section 23: All
Section 14: All Section 24: All Section 24: All
Section 15: Aall Section 25: All Section 25: All
Section 23: W/2 Section 26: All Section 26: All
Section 24: N/2 Section 27: All Section 27: All
Section 28: All Section 28: All
T-25 North, R-~1l East Section 29: All Section 29: All
Section 30: All Section 30: All
Section 5: All Section 31: All Section 31: All
Section 6: All Section 32: All Section 32: All
Section 7: All Section 33: All Section 33: All
Section 8: All Section 34: All Section 34: All
Section 17: All Section 35: All Section 35: All
Section 18: All Section 36: All Section 36: All
Section 19: All
Section 20: Aall T-26 North, R-1 East
Section 29: W/2
Section 30: All Section 19: All
Section 31: All Section 20: W/2

Section 29: Aall
Section 30: all
Section 31: All
Section 32: All

Containing approximately 69,568 acres, more or less.
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COPAS — 1974

Recommended by the
Council of _Petrojleum

. ’W 601, =8Esi°gx 7a10! Accountants Societies of

L

2.

North Americg

EXHIBIT 5 "

Attached to and made a Km of .Laat. certain agreement titled
Unit Operating Agreement, Canada Ojitos Unlt Area,

Rio Arriba County, New Mexico. dated Harcn 1, 1881

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

+Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Qperations and which are to be shared by the Parties,

“Operator” shall mean the party designated to conduct the Joint Operations.
~Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat-
ing capacity.

“Technical Employees” shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses’ shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in detail.

Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each monthly billing
to reflect advances veceived from the Non-Operators.

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (129,) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with
the collection of unpaid amounts.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness thereof: provided. however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.

Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year: provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator.

Approval by Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’'s proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-
tors.
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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1

2.

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations.

Labor

A. (1) Salaries and wages of Operator’s field empioyees directly employed on the Joint Property in the conduct

of Joint Operations.

(2) Salaries of First Level Supervisors in the field.

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section IL

Employee Benefits
Operator’s current costs of established plans for empioyees’ group life insurance, hospitalization, pension, re-
tirement. stock purchase, thrift, bonus, and other benefit plans of a like nature. applicable to Operator’s labor

cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Sg%ion II shall be Operator’s actual
cost not to exceed WRKNDPEXIREXHGX twenty-six percent (26%)

Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-

tions:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal. or railway receiving point uniess agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties.

C. In the application of Subparagraphs A and B above. there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consuliant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance. repairs. other
operating expense, insurance. taxes, depreciation. and interest on investment not to exceed eight per cent (8%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In .ieu of charges in Paragraph TA above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 20¢;. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repalr or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood. storm, thett. accident, or other cause, except those resulting from Operator’s
gross negligence or willful misconduct. Operator shail furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and settling litigation or claims. discharging of liens. payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Joint Property. except that no charge for services of Operator’s legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to te covered by the overhiead provisions of Section III unless otherwise agreed to by the
Parties, except as provided in Section [. Paragraph 3.
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10.

11.

12,

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
sion thereof, or the production therefrom. and which taxes have been paid by the Operator for the benefit of the
Parties.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men's Compensation and.or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator’s
cost not to exceed manual rates,

Other Expenditures

Any other expenditure not covered or deait with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

HL OVERHEAD

Overhead - Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:

( X ) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees and or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not () be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month;
Drilling Well Rate § 1:2}%88
roducing Well Rate :
C%mpre sor gber TINng Rate 3273.00
(2) Application of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or compietion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the driiling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

{3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shail be made during suspension of operations for fifteen (15) or more consecutive
days.

Producing Well Rates

[1] An active well either produced or injected into for any portion of the month shall be considered
as a one-well charge tor the entire month.

{2] Each active completion in a multi-completed weil in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority.

{3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.

{4] A one-well charge may be made for the month in which plugging and abandonment operations
are completed on any well.

{3] All other inactive weils (including but not limited to inactive weils covered by unit allowable,
.., lease allowable, transferred_allowable, etc.) shall not qualify for an overhead charge.
(5) An observation well shall bte considered an active well,

{3) The well rates shail be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by muiti-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shail be
the rates currently in use, plus or minus the computed adjustment.

o
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2.

B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:

(a) Development
___ Percent ( ) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating
— Percent ( ¢z) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II. all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shail include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as de:.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and instaliation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess

of 5. 25,000.00 .
A 4 % of total costs if such costs are more than $25,000.00 put less than 100, 000, 00 plus

7

B. _J_% of total costs in excess of @Mbut less than $1,000,000; fglus
C. __* o of total costs in excess of $1,000,000. *To be negotiated if applicable.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

Amendment of Rates

The Overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-~
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-

ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and,or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in

kind. or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera~
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed to by the Parties.

1.

Purchases
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case
ot Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint

Account when adjustment has been received by the Operator.

Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parties. shall be priced on the following bases exclusive of cash dis~

counts:
A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carioad or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.

(2) Line Pipe
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of

movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-

mally available.
{b) Movement of 30,000 pounds or more shail be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section V.

(3) Other Material shall be priced at the current new price. in effect at date of movement, as listed by a reliable
supply store or f.0.b. railway receiving point nearest the Joint Property where such Material is normally

available.
B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property
(a) At seventy-five percent (73 ) of current new price. as determined by Paragraph 2A of this Section IV.
(2) Material moved from the Joint Property

{a) At seventy-five percent (73¢,) of current new price. as determined by Paragraph 2A of this Section IV,
- if Material was originally charged to the Joint Account as new Material, or
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(b) at sixtyv-five percent {83¢;) of current new price, as determined by Paragraph 2A of this Section
IV. if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent {73¢ ) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50¢%) of current new price as determined by Para-

graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.
(2) Condition D
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.
D. Obsolete Material
Material which is serviceable and usable for its original function but condition and,or value of such Material
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-
dered by such Material.
E. Pricing Conditions
(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per

hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material.

Premium Prices
Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
required Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
and in moving it to the Joint Property: provided notice in writing is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share
of such Material suitable for use and acceptable to Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases. both the seller and the purchaser shall be governed by such inventory.

Expense of Conducting Periodic Inventories

The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the
Parties.



EXHIBIT 3

ATTACHED TO AND MADE A PART OF
THAT CERTAIN AGREEMENT ENTITLED

UNIT OPERATING AGREEMENT
CANADA OJITOS UNIT AREA
RIO ARRIBA COUNTY, NEW MEXICO

DATED MARCE 1, 1981

INITIAL TEST WELL

The obligation well called for in Section 9 of the Unit Agreement
shall be considered as an initial test well and shall be drilled at
a location approved in conformance with the terms of the Unit
Agreement and to the depth specified in said Section 9. The cost
of drilling this obligation well shall be borne by the Parties.
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DHIBIT &
TO_UNIT OPSRATING AGREZEMENT

PART 1
DRILLING OP EXPLORATORY WELLS

1. NOTICE OF PRDPOSED DRILLING. Any Party desiring the drilling of an Exploratory Well on land in which 1%
owns a Comm. erest shall designate an area, nerein called a proposed Drilling Block, comprising,
unless nubl.un.d u to size under the provisions of Article 39.1 or Section 8 of this Part 1 of Zxhibit 4,
an area not to excsed 5,760 acres which, on the basis of available geological information will, tn its
Judgement, be proved productive by the drilling of such well; provided, however, that minimum sizes of such
DOrilling Blocks may be established by the Parties by so designating (by objective formation) in Zxhibit A hersto.
Unit Operator and each Party within the proposed Drilling Block shall be furnished with a plat and description
of the area 30 deaignated, together with written notice of the location, objective formation, maximum depth, and
estimated cost of the proposed well. The location of the proposed well shall conform to any applicable spacing
pattern then existing or an authorized exception thereto. The proposed Drilling Block shall include no land in
an established participating area for the objJective formation for the well to be drilled therson nor any land
within an active, prviocusly designated Drilling Block for such formation.

2. EXCLUSION OF LAND PROM PROPOSED DRILLING BLOCK AND ESTABLISHMENT OF DRILLING BHIOCX. Within thirty days
after rece of notice of propo o form a ock, any part o cluded in the proposed
Drilling Block may be excluded therefrom at the Direction of the Parties therein; provided, however, that the
authority to reduce the size of the block granted under the Direction of the Parties i1s limited ln that the
reduced area sust contain not less than 240 acres. In such svent the proposed Drilling Block as reduced by the
exclusion of such land shall be established as a Drilling Block. In the absence of any such Direction %o reduce
the size of the proposed Drilling Block, then at the sxpiration of said period, the proposed Drilling Block
shall be established aa the Drilling Block. The Drilling Block shall be considered active for ninety (90) days
arter the designation tharesof and if a well is commenced thereon within such period until either:

A. The completion of the well, if it is completed otherwise than as a producer of unitized substances
in paying quantities, or

B. The filing with the Director of a proposal for the establishment or revision of a parsicipating
ares 1f the drilling of the well results in the filing of such proposal,

3. BASIS CF PARTICIPATION. Each Party within the Drilling Block shall be entitled to participate in the
Costs o Propo we en an Acreage Basis, but shall be required to do so only if it notifiss thes other

. Parties of its wininguss 20 to participate as hereinafter in this Article provided.

4, PRELIMINARY NOTICZ TO JOIN IN DRILLING. Within ten days after the establishment of the Drilling Block
each Party within such Drilling Block shall in writing advise all other Parties therein whether or not it wishes
to participate in the Drilling of the propnud well, If any Party fails to give such advice within the
prescrived time, it shall be desmed to have elected not to participate in Drilling sucna proposed well, If all
Parties within the Drilling Block so advise that they wish to participate thersin, the Unit Operator shall
Drill the proposed well for the account of all such Parties.

5. NOTICE OF ELECTION TO DRILL., Unless all Parties within the Drilling Block agree to participate in
Drilling such well, then, within fiftasen days after the expiration of the ten day period last above provided
in Section 4, sach Party within the Drilling Block then desiring to have the proposed well Drilled, shall give
to all other Parties therein written notice of its election toc procesd with the Drilling of said well.

Failure to give such notice shall be deemed an eslection not to participate in Drilling the well.

6. EFPECT OP ELECTION TO DRILL. If one or more, but not all of the Parties, elect to proceed with the
Drilling of the well, Unit Operator shall drill the well for the account of such Party or Parties on an
Acreage Basis among- thnmelves wno shall constitute the Orilling Party.

Any Party within the Drilling Block who has not previously elected to participate in the proposed well
may do so by written notice given to all other Parties within the Drilling Block at any time before operations
for the Drilling of the well are cosmenced, in which event such Party shall be included in the Drilling Party.
However, such Party shall be bound by any and all Directions and Approvals therstofore given by the Drilling
Party concerning the Drilling of the well.

7. RICHTS AND OBLIGATIONS OF DRILLING PARTY AND NON-DRILLING PARTY. Whenever an Zxploratory Well 1is drilled
otherwise than lor the account of all committed Working lnteres=ts within the Drilling Block, the provisions
of Article 12 dealmg with Rignts and Obligations of Drilling Party and Non-Drilling Parties snall be applicable,

4. REQUIRED DRILLING. If an Exploratory Well is Drilled as a required well in accordance with Section 10,4B,
the DrillIng Block Tor such well snall consist of all forty-acre subdivisions and lots of the Public Land
Survey of waich more than one-nalf of the surface area is within a distance of 2,300 feet from the proposed
bottom nole location of sucn well, but excluding therefrom all lands within a participating area theretofore
establizned for the pool or zone to wnich the well i3 to be Drilled; provided, nowever, if the well be cne
resulting from "forced-pooling" az described in Article 10,1 hereof, the Drilling Block shall be those lands
under the Committed Interests which appear within the spacing unit prescribed by tne subject order.

PART 2

ATTEMPTED COMPLETION, DEEZPENING, PLUGGING BACK AND ABANDONMENT

1. COMPLETION ATTEMPT wHEN DRILLED. The attempted completion of any well wWhen the drilling thereof reaches
Lts projected uaptE,anu tne veepening or Plugging Sack of any well not completed as a producer at 1its projected
depth, 3nall be governed oy the following proviziona, except that said provisions snall not apply to a parti-
cular well if every Party entitled to the notice provided for in Subdivision A nereof has consented to
abandonment and plugging of such well:

A. Notice by Uait Operator. After any well nas reached 1ts projected depth and been tested, bdut
before production pipes nas been zet therein, Unit Operator shall give notice thereof to each Party
wno participated in Drilling the well, and %o eacn additional Party, if any, who was entitled to
participate therein bdut elected not to do so. Zach notice provided for in this section shall de
given by telegrapn or teiephone., Also bDefare abandoning a Development Well wnich has been Drilled
to its projected depth but not completed a2 a producer, Unit Operator shall give notice thereof to
each Party within she participating area involved.

3. Right to Attempt ’:omoletion! Deepen or Plug Back. 3Zaen Party wno participated in the Drilling of
a e concern wWnien notice 12 ziven (n accordance with Subdivision A hereof may initiate a
proposal to attempt she completion of, or =0 Deeven or Plug Back zucn well; provided that, in the

absence of sucn Initiation, any Party owning a Committed Yorking Interest in the tract (as !‘dentified
in Zxnidit B to tae Unit Agreement) of land on whicn the well is located may initiate a proposal
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to attempt the completion of, or to Deepen or Plug Back, sueh well. In order to Je entitled to partici-
pate in a proposed operation, a Party must nave the right to initiate the same or must own a Committed
working Interest in the Drilling Block tneretofore establisned for such well, or, if no Drilling Block
nas theretofore Leen establisned for suca well, in the Drilling Block established for such Deepening

or Plugging Back operation as provided in the following Paragrapn C.

C. Time and Manner of Initiating Pm%sal. A period of twenty-four nours (exclusive of Saturdays, Sundays
and no ye) {rom an T recelpt of the notice referred to in Subdivision A of thigs Paragraph !
snall be allowed within which a Party may initiate a proposal to complete, Deepen or Plug Back, and, in
tne case of proposal to Deepen or Plug Back a well Drilled as a Development Well, designate a Drilling
Block for such proposed operation, 1f one has not previcusly been designated for such well. Any sucn
proposal shall ve inltiated by giving notice tnereof dy Selepacne or telegraph to each Party entitled
to participate in tne proposed operaticn. If no such proposal is initiated within the period allowed
therefor, Unit Operator shall abandon and plug and well.

D. GElection. I a proposal is initiated eacn Party entitied to participate in any completing, Deepening
oF Flugging Back operations proposed in accordance with Subdivision C above shall nave a period of
twenty-four hours (exclusive of Saturdays, Sundays and holidays) from and after receipt of notice of
tne initiation of any such operation within wnich (either at a meeting or by telepnone) to establisn
3 Drilling Block if tne establishment of a Drilling Block is necessary for the proposed operation:s
(Following the same procedures in establisaing a Drilling Block as the procedures provided for in Part
1 of this Exhibit 4 for the establisnment of a Drilling Block for an Exploratory Well) and to notify
Unit Operator Uy telephone or telegraph whether or not it elects to participate in the proposed
cperatlion. The falilure of a Party to signify its election within the time required shall de deemed tc
constitute an election not to participate in the proposed operation.

E. Effect of Election. The Party or Parties elscting to participate in an attempt to complete, or to

epen or riug Dack, a well as above provided shall conatitute the Drilling Party for such operation.
Each Party who 1: entitled to make such election but fails to do 30 as above provided, shall be deemed
to have electad not to participate in such operation. Such operation shall be conducted by Unit
Operator for the account of the Party or Parties constituting the Drilling Party on an acreage basis
among themselves, suoject, however, to the provisions of Paragraph 4 of Part 2 of this Exhibic 4
dealing with Conflicts, and Paragraph 5 of Part 2 of this Exhibit 4 dealing with Deepening or Plugging
Back to Participating Area.

P. sund-a§ Rig Time, Stand-dy time paid for the rig on a well until expiration of the period of forty-
e t hours allowed for the initiation of and election to participate in an attempt to complete, or to
Deepen or Plug Back, such well, snall be cnarged and borne as part of the Costs incurred in Drilling
the well, Thereaftsr such stand-oy time shall be charged to and borne by the Party or Parties who
elect to participate in the attempt to complete, or to Deepen or Plug Back, the well, whether or not
such Party or Parties shall procsed witih such operation. However, if tiie Party or Parties making
such election do not proceed with the operation, the Costs incurred in plugging the well shall ve
cnarged and borne as part of the Costs incurred in Drilling the well.

2. ABANDONMENT OF PRODUCING WELLS. A well completed as a producer of Unitized Substances within a partici-

pating area shall Ge abandoned 1or Plugging i and wnen abandonment thereof receives the Approval of the Parties
within such participating area, subject, however, to the provisions of Paragraph 3 nereof ning Deepening

or Plugging Back or Abandorment of Producing wells., The abandonment of a well completed as a producer but not
included in a participating ares shall be governsd by the following provisions:

A. Conaent Rl%uired. Such a2 well shall not be abandoned for production from the pool or zone in wnicn
3 comple except with the consent of all Parties then owning tne well.

B. Abandorment Procedure. If the abandonment of such a well receives the Approval of the Parties who own

The well, but Is not consented to 5y all sucn Parties, Unit Operator shall give written notice
thereof to escn Party then having an interest in the well who did not join in suca Approval. such

non-joining Party who objects to abandonment of the well (herein called the aon-abandoning Party) may
give written notice thereof to all other Parties (herein callied abandoning Partiss) then nhaving
intereats in the well, provided such notice is given within tnirty days after receipt of the notice
given by Unit Operator. If such objection i3 so made, the non-abandoning Party or Parties shall
forthwith pay to the abandoning Parties their respective shares of the Salvage Value of the well.
Upon the making of such payment, the abandoning Partiss shall be desmed to have relinquished unto the
non-abandoning Party or Parties zll their operating rignhts and working interest in the well, but only
with respect to the pool or zones in which it is then completed, and all their interest in the materiala
and equipment in or pertaining to the well. If there is more than one non-abandoning Party, the
interest so relinquished shall be owned by the non-abandoning Parties, each in tne proportion that its
interest in the well bears to the combined interest therein of all non-abandoning Parties immediately
Prior to such relinquishment.

C. Rs_.%ea and Obl%tions of Non-Abandcning Party. After the relinquishment above provided for, such well
tha, operated oy Un 'perator lor tne account of the non-abandoning Party or Parties, wno shall
own all Production therefrom and shall cear all Costs, Lease Burdens and other turdens thereafter
incurred in operating the well and plugging it when abandoned (unless the well is taken over for
Deepening or Plugging Back as hereinafter provided), and alzo the Costs of any additional tankage,
flow lines or other facllities needed to measure separately the Unitized Supstances produced f{rom tae
well; said operating Costs snall include an overnead charge computed at the nighest per well rate
applicable to the opsration of a single producing well in accordance with Zxhibit 2, 1f such rate is
provided.

L. Option to Re chase Materials. If a well :taken over LY the non-abandoning Party or Parties as above
provided Is a%nnoa Tor plugging within 3ix months after relinquishment by the abandoning Parties
of their interests therein, each abandoning Party shall nave the right at its option to repurchase
that portion of tne materials and equipment salveged [rom the well equal to the interest relinquisned
oy it to the non-abandoning Party or Parties, at the value fixed therefor in accordance with
Subdivision B of this section. Said option may be exercised only by written notilce given to Unit
Operavor and tne non-aoandoning Party or Parties within fifteen days after recelpt of the notice given
by Unit Operator pursuant to Paragraph 3 aereof.

3. DEEPENING OR PLUIGING BACK ABANDONED PRODUCING WELLS. Before abandoning for plugging any well completed
as a producer o n. Ze ubs ces, Un perator znall, (A) if the well is within a Participating Area, give
written notice tnereof to the Party or Parties owning Committed iorking Interests in the tract of land on which
the well is located, or {B) if the well 18 not within a Participating Area, give written notice thereof to each
Party then owning an interest in the well and to each additional Party, if any, owning Committed Working
Intereats in the tract of land upon which tne well is located. If no Drilling Block nas previously been
eatablisned for sucn well and a Party receiving such notice desires the Deepening or Plugging Back thereof, it
shall, within fifteen days after receipt of such notice, proceed witn ithe establishment of a Drilling Block for
such well as provided in Paragrapns 1 and 3 of Part 1 of this Exhibit 4. Within ten days after receipt of such
notice, if a Drilling Block has previously been ectablished for such well, or, if not previoualy established,
within ten days arfter a Drilling Block is established for such well, the Party desiring the Deepening or
Plugging Back of sucn well shall give notice thereof in accordance with Paragraph 4 of Part 1 of this Exnibit 4
and all of tne provisions of Paragraphs 4, 5 and 6 of Part 1 of this Exnibit 4 shall apply in the same manner as
if the proposed Deepening or Plugging Back were tne Drilling of an Exploratory Well, subject, however, to tae
provisions of Paragraph 4 of Part 2 of this Exhibit 4, dealing witn Conflicts, and Paragrapn 5 of Part 2 of this
Exhibit 4, dealing witn Deepening or Plugging Back to a Participacing Area. If no Party gives notice of
desire to Deepen or Plug Back such well within said period of ten days, or If such notice is given but no Party
elects to proceed with the Deepening or Plugging Back of the well within the time limit therefor, Unit Operator
=hall abandon and plug the well for the account of the Party or Partles owning the well.

EXHIDIT 4 TO
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4, CCONPLICTS. If conflicting electlionz %o atiempt completion, Deepen, or Plug 3ack are made in accordance
wWith A® osreceding provisions of Part 2 of tnis Zxniuit 4, preference snall be given first -o a completion
attempt and ctnen 50 Deepening. However, (f a completion attempt, a Deepening or Plugginz Back does not
result in completion of tne well as a produger, Unit Operator 3nall again give notice in accordance with Sube
division A of Paragrapn i of Part 2 of this Exnibit 4 nefore avandoning the well for plugging.

5, DEZPENING OR PLUGGING SACK TO PARTICIPATING AREA., If a well witnin the surface boundariss of a partici-
pating area Ts tQ ae Eepema Qr ?Iuggta Hack to a pocl or zZone £or wnica sucn participating ares nas aeen
establisned, sucn operation may be conductad only 1f 1t receives the Approval of the Parties within sucn
participating area, and upon sucn tarms and condltions as may be specified In such Approval.

5. RIGHTS AND OBLIGATIONS OF DRILLING PARTY AND NON-DRILLING PARTIES., Whenever an attempt to complete a
well {3 made,or & well 1S Despened or Plugged SacK, otaerwlse Chan For the account of all Parties entitled to

participate therein, the provisions ot' Article 12 de-.ung with Rignts and Obligations of Drilling Party and
Non.Drilling Parties shall apply.

f
o
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EXHIBIT S

ATTACHED TO AND MADE A PART OF
THAT CERTAIN AGREEMENT ENTITLED

UNIT OPERATING AGREEMENT
CANADA OJITOS UNIT AREA

RIO ARRIBA COUNTY, NEW MEXICO
DATED MARCH 1, 1981

INSURANCE

In addition to the insurance coverage set out in Article 16.2
hereof, Unit Operator shall carry the following insurance for the
benefit and protection of the joint account:

1. Primary Comprehensive General Public Liability Insurance
with limits, (a) as to Bodily Injury of not less than One
Hundred Thousand Dollars ($100,000.00) for each perscn and
not less than Three Hundred Thousand Dollars ($300,000.00)
for each occurrence, and (b) as to Property Damage of not
less than One Hundred Thousand Dollars ($100,000.00) for
each claim arising out of one occurrence and One Hundred
Thousand Dollars ($100,000.00) for any number of claims
arising out of one occurrence.

2. Primary Comprehensive Automobile Public Liability Insurance
with limits, (a) as to Bodily Injury of not less than One
Hundred Thousand Dollars ($100,000.00) for each person and
not less than Three Hundred Thousand Dollars ($300,000.00)
for each occurrence, and (b) as to Property Damage of not
less than One Hundred Thousand Dollars ($100,000.00) for each
occurrence.

3. A Pive Million Dollars ($5,000,000.00) single limit Umbrella
Liability Policy which shall follow the primary coverages
set out in Article 16.2 and Paragraphs 1 and 2 above, and
constitute excess protection as to primary limits per
occurrence, hbhut also shall extend to cover certain hazards
not covered by the primary, subject to a returned deductible
of Twenty-Five Thousand Dollars ($25,000.00), notably
Underground Property Damage, Damage to Property of others
in care, custody and control of the operator.

The premiums for all such insurance shall be charged to the joint
account. It is understood and agreed that Unit Operator shall not
carry insurance covering loss by fire, windstorm, explosion or tornade
to lease equipment or lease products, or any other insurance for the
joint account except by mutual agreement of the parties hereto.

CoUcA-3181 EXHIBIT S



£X41BIT 6

ATTACHED TO AND MADE A PART OF
THAT CERTAIN AGREEMENT ENTITLED

UNIT OPERATING AGREEMENT
CANADA OJITOS UNIT AREA

RIO_ARRIBA COUNTY, NEW MEXICO

DATED MARCH 1, 1981
EQUAL OPPORTUNMITY CLAUSE

A. During the performance of this contract, the CONTRACTOR agrees as follows:

($3]

(2)

(3

(5)

(6)

The CONTRACTOR will not discriminate against any employee or applicant for employment
because of race, color, religion, sex or national origin. The CONTRACTOR will take
affirmative action to ensure that applicants are employed and that employees ace treated
during employment, without regard toc their race, color, religion, sex, or national
origin. Such action shall include, but not be limited to the following: Employment,
upgrading, demotion, or transfer, recsuitment or recruitment advectising; layoff or
termination: rates of pay or other forms of compensation; and selection for training,
including apprenticeship. The CONTRACTOR agrees to post in conspicuous places, available
to employees and applicants for employment, notices to be provided by the contracting
officer setting forth the provisions of this nondiscrimination clause.

The CONTRACTOR will, in all solicitations or advertisements for employees placed by or
on behalf of the CONTRACTOR, state that all qualified applicants will receive
consideration for employment without cegard to race, color, religion, sex, or national
origin.

The CONTRACTOR will send to esch labor union or representative of workers with which he
has a collactive bargaining agreement or other contract or understanding, a notice to
be provided by the agency contracting officer, advising the labor union or workers'
representative of the CONTRACTOR'S commitments under Section 202 of Executive Order 11246
of September 24, 1965, and shall post copies of the notice in conspicucus placcs available
to employees and applicants for employment.

The CONTRACTOR will comply with all provisions of Executive Order 11246 of September 24,
1965, and of the rules, regulations, and relevant orders of the Secretary of Labor.

The CONTRACTOR will furnish all information and reports required by Executive Order 11246
of September 24, 1965, and by the rules, regulations, and orders of the Secretary of
Labor, or pursuant thereto, and will permit access to his books, records and accounts
by the contracting agency and the Secretary of Labor for purposes of investigation to
ascertain compliance with such rules, requlations, and orders.

In the event of the CONTRACTOR’S noncompliance with the nondiscrimination clauses of this
Agreement or with any of such rules, regulations, or ocders, this Agreement nmay be
cancelled, terminated or suspended in whole or in part and the CONTRACTOR may be declared
ineligible for further Government contracts in accordance with procedures authorized in
Executive Order 11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in Executive Order 11246 of September 24, 1965, or by rule,
cegulation, or order of the Secretary of Labor, or as otherwise provided by law.

The CONTRACTOR will include the provisions of paragraphs (1) through (7) in every
subcontract or purchase order unless exempted by rules, regulations, or orders of the
Secretary of Labor i{ssued pursuant to Section 204 of Executive Order 11246 of September
24, 1965, so that such provisions will be binding upon each subcontractor or vendor.
The CONTRACTOR will take such action with respect to any subcontract or purchase orderc
as the contracting agency may direct as a means of entotcinq such provisions including
sanctions for nonconpll.ance. Provided, however, that in the event the CONTRACTOR becomes
involved in, or is threatened with, lLitigation with a subcontractor or vendor as a result
aof such direction by the contracting agency, the CONTRACTOR may request the United States
to enter into such litigation to protect the interests of the United States.

8. 1If required to do so by Federal law, regulation, or order, CONTRACTOR agrees that he shall:

(1)

(2)

File with the Office of Pederal Contract Compliance or agency designated by it, a complete
and accurate report on Standard Porm 100 (EEO-l) within 30 days after the signing of this
Agreement (unless such a report has been filed in the last 12 months), and continue to
file such reports annually, on or before March 3lst;

Develop and maintain a written affirmative action compliance program for each of its
astablishments in accordance with the requlations of the Secretary of Labor promulgated
under Executive Order 11246, as amended.

Couoa-3151 EXHIBIT 6






OWNERS

Amco, Inc,
American Expl. Acquisition
Tom Bolack

BM-G
Carpenter Corp.
W. Clark Test'y Trust

Warren Clark Trust
Dugan Production
Excel Enerqy (Barrett)

General American RM MpJ*
General American RM IND*
General American (IND)*

General American (SUN)*
Alice H. Gilliland
Albert R. Greer

Greer Enterprises
Bill L. Harbert
M.J. Harvey

A.G. Hill
Ibex Partnership
Koch Exploration

Limestone Investments
Jack London, Jr. **
William London **

Kindermac Partners (McHugh)
Montin-Harbert-Bolack
Carolyn Clark Oatman

PC, Ltd
ing & Bates
Linda Richards **

Rocky Mountain (MAJ)
Rocky Mountain (IND)
Southland Royalty (Meridian)

Jessie Stanley
Sun Exploration & Prod,
Stoabs 0il Coarp. (SOC)

Virgil L. Stoabs
Duer Wagner Jr.
Duer Wagner III

TOTAL ALL OWNERS

EXPENSE SCHEDULE 7-1-87-C
(AMENDS EXPENGE SCHEDULE 1-1-87~C)

EXPENSE INTERESTS SEWBHEENTH REVISION OoF PARTICIPATING AREA CANADA OJITOS UNIT

(EFFECTIVE JULY 1, 1987)

12TH EXPANCED P.A.

AFTER G.A. P.P.
- @
3.680411 1272.9147
0.309307 106.9776
2.091276 723.2931
5.909704 2043.9426
2.091276 723.2931
0.007731 2.6738
0.014725 5.0928
2.058855 712.0799
0.481733 166.6132
0.040766 14.0994
0.166460 57.5722
3,660957 1266.1863
2.061817 713.1044
0.150542 52.0668
1.486636 514.1710
3.620206 1252.0920
0. 609550 210.8202
0.000000 0.0000
1.191970 412.2573
0.282427 97.6808
3.663017 1266.8987
0.045235 15.6452
0.000000 0.0000
0.000000 0.0000
1.415998 489.7400
10.457673 3616.9127
0.015829 5.4746
0.282427 97.6808
0.603139 208. 6029
0.000000 0.0000
0.683649 236.4483
2,791553 965.4924
4.212777 1457.0399
0.158650 54.8710
37.520633 12976.9650
2.711338 937.7491
5.371191 1857.6914
0.140004 48.4221
0.010538 3.6447
100. 000000 34586. 2100

* Subject to Net Profits Agreement.

** William London, Jack London and Linda Richards sold interests to Sun effective July 1, 1987.

3RD EXPANSION AREA
THRU 17TH REVISION

(BEFORE G.A, P.P.)
ACRES

(3)

769.6082
46.2676
342.2249

967.2113
342.2249
1.2651

2.4097
580.0694
78.8328

0.0000
0.0000
0.0000

0.0000
24,6353
243.2792

704.8007
99,7492
41.3417

195.0588
46.2175
599.4311

7.4025
0.0000
0.0000

231.7197
1803. 6400
2.5903

46.2175
98.7001
0.0000

118.5462
484.0614
689.3961

25.9621
6552.8325
443.6944

1030. 6495
22.9108

1.7245

16644.6750

8/20/87

TOTAL 17TH REVISION OF P.A.
PERCENT

ACRES

(4) (5)
2042.5229 3.986898
153.2452 0.299127
1065.5180 2.079835
3011.1539 5.877615
1065.5180 2.079835
3.9389 0.007689
7.5025 0.014644
1292.1493 2.522208
245.4460 0.479098
14.0994 0.027521
57.5722 0.112378
1266.1863 2.471529
713.1044 1.391942
76.7021 0.149718
757.4502 1.478503
1956.8927 3.819752
310.5694 0.606215
41.3417 0.080697
607.3161 1.185449
143.8983 0.280882
1866.3298 3.642978
23.0477 0.044988
0.0000 0.000000
0.0000 0.000000
721.4597 1.408251
5420.5527 10.580635
8.0649 0.015742
143.8983 0. 280882
307.3030 0.599839
0.0000 0.000000
354.9945 0.692931
1449,5538 2.829453
2146.4360 4.189730
80.8331 0.157782
19529.7975 38.121141
1381.4435 2.696505
2888.3409 5.637890
71.3330 0.139238
5.3691 0.010480
51230. 8850 100. 000000






INCOME SCHEDULE 1-1-87-F1 3/31/87

CANADA QJITOS UNIT
ON OF PRO] TON
TO COUPA 2ND AND COUPA 3RD AREAS

Total QOUPA 2ND* COUPA 3RD**

Weighted Weighted Percent of Weighted Percent of

Acres Acres Part. Area Acres Part. Area
12th Rev. 34,586. 21 34,586. 21 100. 000000 0 0
13th Rev. 49,183.835 34,586, 21 70.320279 14,597.625 29.679721
l4th Rev. 49,343.835 34,586.21 70.092262 14,757,625 29.907738
15th Rev. 50,746.635 34,586.21 68.154619 16,160.475 31.845381
loeth Rev. 51,070.885 34,586.21 67.721971 16,484,675 32.278029
17th Rev. 51,230.885 34,586.21 87.510468 16,644.675 32.489532

* (DUPA 2nd area is that part of the unit area that comprises the 12th revision of
the Niobrara-Greenharn participating area.

** DUPA 3rd area is that part of the 17th revision of the Niobrara-Greenhorn
participating area that lies within the area added by the unit's 3rd expansion.
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