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UNIT AGREEMLNT
FOR THE DEVELOPMENT AND OPERATION
OF THE
TODD LOWER SAN ANIIDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of ,
19 , by and between the parties subs:ribing, ratifyin%, or consenting
hereto, and herein referred to as the 'parties hereto,

WITNESSET1:

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.C. Secs. 181 =2t seq., authorizes Federal
lessees and their representative to urite with each other, or jointly
or separately with others, in collectively adopting and operating a
cooperative or unit plan of developmeat or operation of any oil or gas
pool, field, or like area, or any par: thereof for the purpose of more
properly conserving the natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Section 1, Chapter
88, Laws 1943, as amended by Section 1 of Chapter 176, Laws of 1961)
(Chapter 19, Article 10, Section 45, VYew Mexico Statutes 1978 Annotated),
to consent to and approve the developnent or operation of State lands
under agreements made by lessees of State land jointly or severally
with other lessees where such agreemeats provide for the unit operation
or development of part of or all of aay oil or gas pool, field or

area:; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Section 1, Chapter
88, Laws 1943, as amended by Section 1, Chapter 162, Laws of 1951)
(Chapter 19, Article 10, Section 47, New Mexico Statutes 1978 Annotated)
to amend with the approval of lessee, evidenced by the lessee's
execution of such agreement or otherwise, any oil and gas lease
embracing State lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and
development of part or all of any o0il or gas pool, field or area; and

WHEREAS, the 0il Conservation Division of the State of New Mexico
(hereinafter referred to as the "Division’) is authorized by an Act of
the Legislature (Chapter 72, Laws of 1935 as amended) (Chapter 70,
Article 2, Section 2 et seq., New Mexico Statutes 1978 Annotated) to
approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interest in the 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 operation of the area subject to this agreement
unider the terms, conditions, and limitations herein set forth;

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

SECTION 1. ENABLING ACT AND RECULATIONS. The Mineral Leasing
Act of Feburary 25, 1920, as amended, supra, and all valid
pertinent regulations, including operating and unit plan regula-
tions, heretofore issued thereunder cr valid, pertinent, and
reasonable regulations hereafter issted thereunder are accepted
and made a part of this agreement as to Federal lands,




provided such regulations are not inconsistent with the terms of

this Agreement; and as to non-Federal lands, the oil and gas operating
regulations in effect as of the effec:ive date hereof governing
drilling and producing operations, no: inconsistent with the terms
hereof or the laws of the state in wh:.ch the non-Federal land is
located, are hereby accepted and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of this
Agreement, the following terms and expressions as used herein shall
mean:

(a) "Unit Area" is defined as those lands described in Exhibit
"B" and depicted on Exhibit "A" hereo:l, and such land is hereby
designated and recognized as constitu:ing the Unit Area, containing

3,255.60 acres, more or less, in Rooscvelt County, New Mexico.

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

(c¢) "Division' is defined as the 0il Conservation Division of
the Department of Energy and Minerals of the State of New Mexico.

(d) '"Director" is defined as th: Director of the United States
Geological Survey.

(e) "Secretary'" is defined as the Secretary of the Interior of
the United States of America, or his July authorized delegate.

(f) '"Department" is defined as :he Department of the Interior
of the United States of America.

(g) '"'Supervisor'" is defined as :the 0il and Gas Supervisor of
the United States Geological Survey for the area in which the Unit
Area is situated.

(h) '"Unitized Formation'" shall nean that subsurface portion of
the Unit Area commonly known as the lower San Andres formation, and
which is the same formation that was =ncountered between the logged
depths of 4235' (subsea elevation of -84') and 4286' (subsea elevation
of -135') in Franklin, Aston & Fair, Incorporated's Val State Well
No. 1 as shown on the Schlumberger Conpensated Formation Density Log
of said well dated January 7, 1967, waich well is located 1980' FSL
and 1980' FEL of Section 30, T-7-S, R-36-E, Roosevelt County, New
Mexico. :

(i) '"Unitized Substances" are all oil, gas, gaseous substances,
sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons, other than
outside substances, within and produced from the Unitized Formation,

of the Unitized Land.

(j) '"Tract" is each parcel of land described as such and given
a Tract number in Exhibit "B".

(k) "Tract Participation" is defined as the percentage of
participation shown on Exhibit "B" for allocating Unitized Substances

to a Tract under this Agreement.

(1) "Unit Participation' is the sum of the percentages obtained
by multiplying the Working Interest cf a Working Interest Owner in
each Tract by the Tract Participation of such Tract.

(m) "Working Interest'" is the right to search for, produce
and acquire Unitized Substances whetter held as an incident of
ownership of mineral fee simple title, under an oil and gas lease,
or otherwise held, which interest is chargeable with and obligated
to pay or bear, either in cash or out of production, or otherwise,
all or a portion of the cost of drilling, developing and
producing the Unitized Substances frcm the Unitized Formation



and operations thereof hereunder. Provided that any royalty interest
created out of a working interest subsequent to the execution of this
Agreement by the owner of the working interest shall continue to be
subject to such working interest burd:ens and obligations.

(n) "Working Interest Owner' is any party hereto owning a
Working Interest, including a carried working interest owner,
holding an interest in Unitized Substances by virtue of a lease,
operating agreement, fee title or otherwise. The owner of o0il and
gas rights that are free of lease or other instrument creating a
Working Interest in another shall be regarded as a Working Interest
Owner to the extent of seven-eighths (7/8) of his interest in
Unitized Substances, and as a Royalty Owner with respect to his
remaining one-eighth (1/8) interest therein.

(0) "Royalty Interest" or "Royalty'" is an interest other than
a Working Interest in or right to rec2ive a portion of the Unitized
Substances or the proceeds thereof anil includes the royalty interest
reserved by the lessor or by an oil aid gas lease and any overriding
royalty interest, oil payment interes:, net profit contracts, or any
other payment or burden which does no:- carry with it the right to
search for and produce unitized substinces.

(p) '"Royalty Owner'" is the owne: of a Royalty Interest.

(q) "Unit Operating Agreement' is the agreement entered into
by and between the Unit Operator and :the Working Interest Owners as
provided in Section 9, infra, and shall be styled "Unit Operating
Agreement, Todd Lower San Andres Unit, Roosevelt County, New Mexico".

(r) "0il and Gas Rights'" is the right to explore, develop and
operate lands within the Unit Area for the production of Unitized
Substances, or to share in the production so obtained or the
proceeds thereof.

(s) '"Outside Substances' is any substance obtained from any
source other than the Unitized Formation and injected into the

Unitized Formation.

(t) "Unit Manager'" is any persoa or corporation appointed by
Working Interest Owners to perform thz duties of Unit Operator until
the selection and qualification of a successor Unit Operator as
provided for in Section 7 hereof.

(u) "Unit Operator' is the party designated by Working Interest
Owners under the Unit Operating Agreement to conduct Unit Operations.

(v) "Unit Operations' is any opzration conducted pursuant to
this Agreement and the Unit Operating Agreement.

(w) "Unit Equipment' is all personal property, lease and well

equipment, plants, and other facilities and equipment taken over or
otherwise acquired for the joint account for use in Unit Operations.

(x) "Unit Expense' 1is all cost, expense, or indebtedness
incurred by Working Interest Owners or Unit Operator pursuant to this
Agreement and the Unit Operating Agreement for or on account of
Unit Operations.

SECTION 3. EXHIBITS. The following exhibits are incorporated
herein by reference: Exhibit "A" attached hereto is a map showing
the Unit Area and the boundaries and identity of tracts and leases in
said Unit Area to the extent known tc the Unit Operator. Exhibit "B"
attached hereto is a schedule showing, to the extent known to the
Unit Operator, the acreage comprising each tract, percentages and kind
of ownership of o0il and gas interests in all land in the Unit Area,
and Tract Participation of each Tract. However, nothing herein or




in said schedule or map shall be construed as a representation by
any party hereto as to the ownership c¢f any interest other than such
interest or interests as are shown in said map or schedule as owned
by such party. Exhibit "C'" attached lereto is the provisions of
paragraphs 1 through 7 of Section 202 of Executive Order 11246.
Exhibits "A" and "B" shall be revised by the Unit Operator whenever
changes render such revision necessary or when requested by the
Supervisor, and copies of such revisicn shall be filed with the Land
Commissioner, and not less than seven copies shall be filed with the
Supervisor.

SECTION 4. EXPANSION. The above described Unit Area may when

practicable be expanded to include therein any additional Tract or
Tracts regarded as reasonably necessary or advisable for the purposes
of this Agreement. Such expansion shell be effected in the following

manner:

(a) The Working Interest Owner c¢r Owners of a Tract or Tracts
desiring to bring such Tract or Tracts into this unit, shall file an

application therefor with Unit Operatcr requesting such admission.

(b) Unit Operator shall circulate a notice of the proposed
expansion to each Working Interest Owrier in the Unit Area and in the
Tract proposed to be included in the unit, setting out the basis for
admission, the Tract Participation to be assigned to each Tract in
the enlarged Unit Area and other pertinent data. After negotiation
(at Working Interest Owners' meeting or otherwise) if at least three
Working Interest Owners having in the aggregate eighty percent (80%)
Unit Participation then in effect have agreed to inclusion of such
Tract or Tracts in the Unit Area, then Unit Operator shall:

(1) After obtaining prelim:nary concurrence by the
Director, prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the Unit Area, the reason
therefor, the basis for admission of the additional Tract or Tracts,
the Tract Participation to be assigned thereto and the proposed
effective date thereof; and

(2) Deliver copies of said notice to the Land Commissioner,
the Supervisor, each Working Interest Owner and to the lessee and
lessor whose interests are affected, advising such parties that
thirty (30) days will be allowed for submission to the Unit Operator
of any objection to such proposed expansion; and

(3) File, upon the expirat:on of said thirty (30) day
period as set out in (2) immediately above with the Land Commissioner
and Supervisor the following: (a) evi.dence of mailing or delivering
copies of said notice of expansion; (1) an application for approval
of such expansion; (c¢) an instrument containing the appropriate
joinders in compliance with the parti:ipation requirements of
Section 14, and Section 34, infra; and (d) a copy of all objections
received along with the operator's response thereto.

The expansion shall, after due consideration of all pertinent
information and approval by the Land Commissioner and the Supervisor,
become effective as of the date prescr-ibed in the notice thereof,
preferably the first day of a month sibsequent to the date of notice.
The revised Tract Participation of th2 respective Tracts included
within the Unit Area prior to such enlargement shall remain the same
ratio one to another.

SECTION 5. UNITIZED LAND. All land committed to this Agreement
as to the Unitized Formation shall coastitute land referred to herein
as "Unitized Land" or '"Land subject t> this Agreement'. Nothing
herein shall be construed to unitize, pool, or in any way affect the
0il, gas and other minerals contained in or that may be produced
from any formation other than the Unitized Formation as defined in
Section 2(h) of this Agreement.




SECTION 6. UNIT OPERATOR. LAYTON ENTERPRISES, INC. is hereby
designated the Unit Operator, and by signing this instrument as Unit
Operator, agrees and consents to acceb>t the duties and obligations
of Unit Operator for the operation, da=velopment, and production of
Unitized Substances as herein providel. Whenever reference is made
herein to the Unit Operator, such ref:rence means the Unit Operator
acting in that capacity and not as an owner of interests in Unitized
Substances, when such interests are owned by it and the term "Working
Interest Owner'" when used herein shall include or refer to the Unit
Operator as the owner of a Working Interest when such an interest is
owned by it.

Unit Operator shall have a lien ipon interests of Working
Interest Owners in the Unit Area to the extent provided in the Unit
Operating Agreement.

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resiin at any time, but such
resignation shall not become effectiv: so as to release Unit Operator
from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a periol of six (6) months after written
notice of intention to resign has been given by Unit Operator to all
Working Interest Owners, the Land Comnissioner and the Supervisor
unless a new Unit Operator shall have taken over and assumed the duties
and obligations of Unit Operator prio: to the expiration of said period.
The resignation or removal of Unit Op:2rator shall not release Unit
Operator from any liability for any d:fault by it hereunder occurring
prior to the effective date of its resignation or removal.

The Unit Operator shall, upon default or failure in the performance
of its duties and obligations hereund:r, be subject to removal by
Working Interest Owners having in the aggregate seventy-five percent
(75%) or more Unit Participation then in effect exclusive of the
Working Interest Owner who is the Uni: Operator. Such removal shall
be effective upon notice thereof to the Land Commissioner and the
Supervisor.

In all such instances of effective resignation or removal, until
a successor to Unit Operator is selec:ed and approved as hereinafter
provided, the Working Interest Owners shall be jointly responsible
for the performance of the duties of :he Unit Operator and shall,
not later than thirty (30) days befor: such resignation or removal
becomes effective, appoint a Unit Maniger to represent them in any
action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement
shall not terminate its right, title o>r interest as the owner of a
Working Interest or other interest in Unitized Substances, but upon
the resignation or removal of Unit Op2rator becoming effective, such
Unit Operator shall deliver possession of all wells, equipment, books
and records, materials, appurtenances and any other assets used in
connection with the Unit Operations anaxd used by the Working Interest
Owners to the new duly qualified succ:ssor Unit Operator or to the
Unit Manager if no such new Unit Operitor is elected. Nothing herein
shall be construed as authorizing the removal of any material,
equipment or appurtenances needed for the preservation of any wells.
Nothing herein contained shall be construed to relieve or discharge
any Unit Operator or Unit Manager who resigns or is removed hereunder
from any liability or duties accruing or performable by it prior to
the effective date of such resignatioa or removal.

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender its resignation as Unit Jperator or shall be removed as
hereinabove provided, the Working Int:rest Owners shall select a
successor Unit Operator as herein provided. Such selection shall not
become effective until (a) a Unit Opecator so selected shall accept in
writing the duties and responsibiliti=s of Unit Operator, and (b) the
selection shall have been approved by the Land Commissioner and the
Supervisor. If no successor Unit Operator or Unit Manager is selected
and qualified as herein provided, the Land Commissioner and/or the
Director, at their election, may declire this Agreement terminated.




In selecting a successor Unii. Operator the affirmative vote
of three or more Working Interest Owners having a total of sixty-
five percent (65%) of more of the total Unit Participation shall
prevail; provided that if any one Working Interest Owner has a
Unit Participation of more than thirty-five percent (35%), its
negative vote or failure to vote c¢hall not be regarded as suffi-
cient unless supported by the vote of one or more other Working
Interest Owners having a total Un:t Participation of at least
five percent (5%). If the Unit Operator who 1s removed votes
only to sn~need itself or fails to vote, the successor Unit
Operator may be selected by the atffirmative vote of the owners of
at least seventy-five percent (75%) of the Unit Participation
remaining after excluding the Unit. Participation of Unit Operator
so removed.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.
Costs and expenses incurred by Un:t Operator in conducting Unit
Operations hereunder shall be paid, apportioned among and borne
by the Working Interest Owners in accordance with 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 proporticnate and allocated share of the
benefits accruing hereto in conformity with their underlying
operating agreements, leases or other contracts and such other
rights and obligations as between Unit Operator and the Working
Interest Owners as may be agreed upon by the Unit Operator and
the Working Interest Owners; however, no such Unit Operating
Agreement shall be deemed either to modify any of the terms and
conditions of this Agreement or to relieve the Unit Operator of
any right or obligation established under this Agreement, and in
case of any inconsistency or conf.ict between this Agreement and
the Unit Operating Agreement, this Agreement shall prevail.

Copies of any Unit Operating Agreement executed pursuant to this
Section shall be filed with the Land Commissioner and with the
Supervisor as reguired prior to approval of this Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR.
Except as otherwise specifically prov1ded herein, the exclusive
right, privilege and duty of exercising any and all rights of the
parties hereto which are necessarv or convenient for prospecting
for, producing, storing, allocating and distributing the Unitized
Substances are hereby delegated to and shall be exercised by the
Unit Operator as herein provided. Upon request, acceptable
evidence of title to said rights shall be deposited with said
Unit Operator, and together with ithis Agreement, shall constitute
and define the rights, privileges and obligations of Unit Operator.
Nothing herein, however, shall be construed to.transfer title to
any land or to any lease or operating agreement, it being under-
stood that under this Agreement the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use
vested in the parties hereto only for the purposes herein specified.

SECTION 11. PLAN OF OPERATIONS. It is recognized and
agreed by the parties hereto that all of the land subject to this
Agreement is reasonably proved to be productive of Unitized
Substances and that the object and purpose of this Agreement 1is
to formulate and to put into effect an improved recovery project
in order to effect additional recovery of Unitized Substances,
prevent waste and conserve natura.. resources. The parties hereto
agree that the Unit Operator may, sub)ect to the consent and
approval of a Plan of Operation b7 the Working Interest Owners,
the Supervisor, the Land Commissioner and the Division, 1inject
into the Unitized Formation, through any well or wells completed
therein, brine, water, air, gas, oil, liquefied petroleum gases
and any one or more other substances or combination of substances,
whether produced from the Unitized Land or not, and that the
location of input wells and the rates of injection therein shall
be governed by standards of good jyeologic and petroleum engineer-
ing practices and conservation me-hods. Subject to like approval
the Plan of Operation may be revised as conditions may warrant.
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. The initial Plan of Operation shall be filed with the Super-
visor, the Land Commlssioner and the Division concurrently with
the filing of this Unit Agrecment for final approval. Said
initial plan of operations and all revisions thereof shall be as
complete and adequate as the Supervisor, the Land Commissioner
and the Division may determine to »e necessary for timely opera-
tion consistent herewith. Upon aporoval of this Agreement and
the initial plan by the Supervisor and Commissioner, said plan,
and all subsequently approved plans, shall constitute the operating
obligations of the Unit Operator uaider this Agreement for the
period specified therein. Thereafter, from time to time before
the expiration of any existing plai, the Unit Operator shall
submit for like approval a plan for an additional specified
period of operations. After such operations are commenced,
reasonable diligence shall be exer:cised by the Unit Operator in
complying with the obligations of -he approved Plan of Operation.

Notwithstanding anything to tie contrary herein contained,
should the Unit Operator fail to commence Unit Operations for the
secondary recovery of Unitized Substances from the Unit Area
within eighteen (18) months after :he effective date of this
Agreement, or any extension thereo? approved by the Supervisor,
this Agreement shall terminate automatically as of the date of
default.

SECTION 12. USE OF SURFACE AND USE OF WATER. The parties
have to the extent of their rights and interests, hereby granted
to Unit Operator the right to use as much of the surface of the
Unitized Land as may reasonably be necessary for Unit Operations;
provided that nothing herein shall be construed as leasing or
otherwise conveying to the Unit Operator a site for water, gas
injection or other plants or camp site.

Unit Operator shall have free use of water or brine or both
from the Unitized Land for Unit Operations, except water from any
well, lake, pond or irrigation ditch of a surface Owner, unless
approval for such use is granted by the surface Owner.

Unit Operator shall pay the Owner for damages to growing crops,
timber, fences, improvements and structures on the Unitized Land
that result from Unit Operations, and such payments shall be
considered as items of unit expense to be borne by all the Working
Interest Owners of lands subject hereto.

SECTION 13. TRACT PARTICIPATION. 1In Exhibit "B" attached
hereto there are listed and numbered the various Tracts within the
Unit Area, and set forth opposite each Tract are figures which
represent the Tract Partici a%ion, during Unit Operations if all
Tracts 1n the Unit Area quagl y as prov1§ed ﬁeregn. Tge Tract
Participation of each Tract as shown in Exhibit "B" was determined
in accordance with the following formula:

Tract Participation = 70% 4 + 10% B + 10% ¢ + 10% D

Ratio of the barrels of ultimeie primary oil determined to be pro-
ducible from each Tract to the summation of the barrels of ultimate
primary oil determined to be producible from all Tracts.

1)

Where A

B = Ratio of the cumulative barrels of primary oil produced by each
Tract as of January 1, 1979 to ~he summation of the cunulative
barrels of primary oil produced by all Tracts as of January 1, 1979.

C = Ratio of the barrels of remairing primary oil of each Tract as of
January 1, 1979 to the summation of the barrels of remaining
primary oil of all Treacts as of January 1, 1979.

D = Ratio of the current production rate from each Tract during the
calender year 1978 to the summaion of the production rate from all
Tracts during the calender year 1978.

In the event less than all Tricts are qualified on the

Effective Date hereof, the Tract Perticipation shall be calcu-
lated on the basis of all such qgualified Tracts rather than all

Tracts 1in the Unit Area.

SECTION 14. TRACTS QUALIFIED FOR PARTIC}PATION. On.and
after the Effective Date hereof, the Tracts within the Unit Area

- -



which shall be entitled to participation in the production of
Unitized Substances shall be those Tracts more particularly
described in Exhibit "B" that corner or have a common boundary
(Tracts separated only by a publ:c road or a railroad right-of-
way shall be considered to have & common boundary), and that
otherwise qualify as follows:

(a) Each Tract as to which Working Interest Owners owning
one hundred percent (100%) of the Working Interest have become
parties to this Agreement and as to which Royalty Owners owning
seventy-five percent (75%) or more of the Royalty Interest have
become parties to this Agreement.

(b) Each Tract as to which Working Interest Owners owning
one hundred percent (100%) of the Working Interest have become
parties to this Agreement, and as to which Royalty Owners owning
less than seventy-five percent (I'5%) of the Royalty Interest have
become parties to this Agreement, and as to which (1) the Working
Interest Owner who operates the "'ract and at least seventy-five
percent (75%) of all other Working Interest Owners in such Tract
have joined in a request for the inclusion of such Tract, and as
to which (2) owners of seventy-f:ve percent (75%) of the combined
Unit Participation in all Tracts that meet the requirements of
Section 1l4(a) above have voted in favor of the inclusion of such
tract.

(¢) Each Tract as to which Working Interest Owners owning
less than one hundred percent (100%) of the Working Interest have
become parties to this Agreement regardless of the percentage of
Royalty Interest therein that is committed hereto; and as to
which (1) the Working Interest Ovmer who operates the Tract and a
total of seventy-five percent (7.%) or more of the other Working
Interest Owners in such Tract who have become parties to this
Agreement have joined in a request for inclusion of such Tract,
and have executed and delivered, or obligated themselves to
execute and deliver an indemnity agreement indemmifying and
agreeing to hold harmless the other owners of committed Working
Interests, their successors and assigns, against all claims and
demands that may be made by the owners of Working Interest in
such Tract who are not parties to this Agreement, and which arise
out of the inclusion of the Traci:; and as to which (2) the owners
of seventy-five percent (75%) of the Unit Participation in all
Tracts that meet the requirements of Section 14(a) and 14(b) have
voted in favor of the inclusion of such tract and to accept the
indemnity agreement. Upon the inclusion of such a Tract, the
Tract Participations which would have been attributed to the
non-subscribing owners of Working Interest in such Tract, had
they become parties to this Agrecment and the Unit Operating
Agreement, shall be attributed to the Working Interest Owners in
such Tract who have become parties to such agreements, and joined
in the indemmity agreement, in p:oportion to their respective
Working Interests in the Tract.

If on the Effective Date of this Agreement there is any
Tract or Tracts which have not been effectively committed to or
made subject to this Agreement b7 qualifying as above provided,
then such Tract or Tracts shall ot be entitled to participate
hereunder. Unit Operator shall, when submitting this Agreement
for final approval by the Land Commissioner and the Supervisor,
file therewith a schedule of those tracts which have been committed
and made subject to this Agreement and are entitled to participate
in Unitized Substances. Said sciedule shall set forth opposite
each such committed Tract the leise number or assignment number,
the owner of record of the lease, and the percentage participation
of such tract which shall be comduted according to the partici-
pation formula set forth in Section 13 (Tract Participation)
above. This schedule of particioation shall be revised Exhibit
"C" and upon approval thereof by the Land Commissioner and the
Supervisor, shall become a part >f this Agreement and shall govern
the allocation of production of Jnitized Substances until a new
schedule is approved by the Land Commissioner and Supervisor.



SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized
Substances produced and saved (less, save and except any part of
such Unitized Substances used in conformity with good operating
practices on unitized land for drilliag, operating, camp and other
production or development purposes and for injection or unavoidable
loss in accordance with a Plan of Operation approved by the Supervisor)
shall be apportioned among and allocated to the qualified tracts in
accordance with the respective tract participations effective hereunder
during the respective periods such unitized substances were produced,
as set forth in the schedule of participation in Exhibit "B". The
amount of unitized substances so allocated to each tract, and only
that amount (regardless of whether it be more or less than the amount
of the actual production of unitized substances from the well or wells,
if any, on such tract) shall, for all intents, uses and purposes,
be deemed to have been produced from such tract.

The unitized substances allocated to each tract shall be
distributed among, or accounted for, to the parties entitled to share
in the production from such tract in the same manner, in the same
proportions, and upon the same conditions, as they would have
participated and shared in the production from such tracts, or in the
proceeds thereof, had this Agreement not been entered into; and with
the same legal force and effect.

No tract committed to this Agreement and qualified for participa-
tion as above provided shall be subsequently excluded from participation
hereunder on account of depletion of unitized substances.

If the working interest and/or the royalty interest in any tract
are divided with respect to separate parcels or portions of such
tract and owned now or hereafter in severalty by different persons,
the Tract Participation shall in the absence of a recordable instrument
executed by all owners and furnished to Unit Operator fixing the
divisions of ownership, be divided among such parcels or portions in
proportion to the number of surface acres in each.

SECTION 15.B.1 OIL ALLOCATION TO TRACTS DURING PRICE CONTROLS.
During the period when the price at which all or part of the oil
produced from the Unit may be sold is controlled by laws, rules,
regulations, or orders of the federal government or other governmental.
agency authorized by law permitting cr requiring portions of such oil
to be sold at different price levels, the total quantity of oil
allocated each month in accordance with Section 15.A shall consist of
Stripper 0il, Newly Discovered 0il, Upper-Tier 0Oil, and Lower-Tier
0il to be separately allocated to the several Tracts as follows:

SECTION 15.B.2.1 DEFINITIONS. As used in this Section 15.B
only:

(a) Stripper 0il and Newly Discovered 0il are categories
of 0il that qualify for world prices under the applicable laws

and regulations of the federal government.

(b) TImputed Stripper 0il. Under the regulations referred
to in Section 15.B, a portion of the crude oil produced from the
Unitized Formation may be classified as Stripper 0il if prior
to the Effective Date a Tract hes qualified as a stripper well
lease. Any portion of such procuction of Unitized Substances
which is permitted under said regulations and any amendments or
interpretations thereof to be classified as Stripper 0Oil or
Imputed Stripper 0il by reason ¢f such qualification of such
Tract before the Effective Date shall be apportioned to such
Tract and for the purposes herecf shall be deemed Imputed
Stripper 0il for such Tract.

(¢) Imputed Newly Discovered 0il. Under the regulations
referred to in Section 15.B, a portion of the crude oil produced
from the Unitized Formation may be classified as Newly Discovered
0il if prior to the Effective Date a Tract has produced and

sold as a Newly Discovered property lease. Any portion of such



production of Unitized Substances which is permitted under

said regulations and any amendmerts or interpretations thereof

be classified as Newly Discoverec 0il or Imputed Newly Discovered
Stripper 0il by reason of such qualification of such Tract

before the Effective Date shall te apportioned to such Tract and

for the purposes hereof shall be deemed Imputed Newly Discovered

0il for such Tract.

(d) Upper-Tier 0il which ircludes New 0il is that which
qualifies for sale at the Upper-Tier ceiling price under

applicable laws and regulations of the federal government.

(e) Imputed Upper-Tier 0il for any Tract is the total
number of barrels of Upper-Tier (il produced from such -Tract

during the 12 months immediately preceding the Effective Date,
divided by 12.

(f) Lower-Tier 0il (0ld 0il.) is o0il which under applicable
laws and regulations of the fedeiral government may not be sold
as Stripper 0il, Newly Discovered 0il or Upper-Tier Oil.

SECTION 15.B.2.2. TOTAL OIL TO BE ALLOCATED. The total quantity
of o0il produced and saved shall be al.ocated to the several Tracts as
provided in Section 15.A.

SECTION 15.B.2.3. ALLOCATION OF STRIPPER OIL. The total quantity

of 0il which is permitted to be sold as Stripper 0il shall be allocated
to the several Tracts as follows:

(a} Each Tract which produ:ed Stripper 0il during the 12
months immeciately preceding the Effective Date shall be allocated
a quantity of Stripper 0il equal to the quantity of Imputed
Stripper Oil for that Tract; provided, however, that if the
total quantity of Stripper Oil fo>r the Unit is less than the
total quantity of Imputed Strippar 0il for all Tracts, the
total quantity of Stripper 0il for the Unit shall be allocated
to the several Tracts in proportion to the quantities of Imputed
Stripper Oil for such Tracts.

(b) If the quantity of Stripper 0il allocated to any Tract
exceeds the quantity of total oil allocated to such Tract in
Section 15.B.2.2, the quantity of Stripper 0il allocated to such
Tract shall be reduced to the quantity of total oil allocated in
Section 15.B.2.2.

(c) Any remaining Stripper 0il shall be allocated to all
Tracts which may have been allocated less Stripper 0il than the
quantity of total oil allocated to such Tract in Section 15.B.2.2,
in proportion to their respective Tract Participations.

(d) Steps (b) and (c¢) will be repeated, if necessary, until
all Stripper 0il has been allocated and no Tract has been allocated

more Stripper Oil than the amount of total oil allocated in
Section 15.B.2.2.

SECTION 15.B.2.4. ALLOCATION OF NEWLY DISCOVERED OIL. The total
quantity of oil which is permitted tc be sold as Newly Discovered 0il
shall be allocated to the several Trects as follows:

(a) Each Tract which prodiced and sold as Newly Discovered
0il preceding the Effective Date shall be allocated a quantity
of Newly Discovered 0il equal tc the quantity of Imputed Newly
Discovered 0il for that Tract; provided, however, that if the
total quantity of Newly Discovered 0il for the Unit is less
than the total quantity of Imputed Newly Discovered 0il for all
Tracts, the total quantity of Newly Discovered 0il for the Unit
shall be allocated to the several Tracts in proportion to the
quantities of Imputed Newly Discovered 0il for such Tracts.
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(b) If the quantity of New.y Discovered 0il allocated to
any Tract exceeds the quantity o:’ total oil allocated to such
Tract in Section 15.B.2.2 less the quantity of Stripper 0il
allocated to each tract in Section 15.B.2.3, the quantity of
Stripper 0il allocated to such Tiract shall be reduced to the
quantity of total oil allocated :n Section 15.B.2.2.

(c) Any remaining Newly Discovered 0il shall be allocated
to all Tracts which may have been allocated less Stripper 0il and
Newly Discovered 0Oil than the quantity of total oil allocated
to such Tract in Section 15.B.2.:, in proportion to their
respective Tract Participations.

(d) Steps (b) and (c¢) will be repeated, if necessary,
until all Newly Discovered 0Oil has been allocated and no Tract
has been allocated more Newly Discovered Oil than the amount of
total oil allocated in Section 1).B.2.2.

SECTION 15.B.2.5. ALLOCATION OF UPPER-TIER OIL. After all
Stripper Oil has been allocated as provided in Section 15.B.2.3, and
Newly Discovered 0Oil has been allocated as provided in Section 15.B.2.4,
the total quantity of oil which is pe:mitted to be sold as Upper-Tier
0il shall be allocated to the several Tracts as follows:

(a) Each Tract which produced Upper-Tier 0il during the
12 months immediately preceding -he Effective Date shall be
allocated a quantity of Upper-Tier Oil equal to the quantity of
Imputed Upper-Tier Oil contributed by that Tract to the total
quantity of Imputed Upper-Tier for the Unit; provided, however,
that if the total quantity of Upper-Tier Oil for the Unit is
less than the total quantity of [mputed Upper-Tier 0il for all
Tracts, the total quantity of Up»ver-Tier 0il for the Unit shall
be allocated to the several Trac:s in proportion to the quantities
of Imputed Upper-Tier 0il for su:h Tracts.

(b) If the quantity of Upp2ar-Tier 0Oil allocated to any
Tract exceeds the quantity of to:al oil allocated to such Tract
in Section 15.B.2.2, less the quantity of Stripper 0il allocated
to such Tract in Section 15.B.2.3, and less the quantity of Newly
Discovered 0il allocated to each Tract in Section 15.B.2.4, the
quantity of Upper-Tier 0il allocated to such Tract shall be
reduced to the gquantity of total oil allocated to such tract in
Section 15.E.2.2, less the quantity of Stripper 0il allocated to
such Tract in Section 15.B.2.3, and less the quantity of Newly
Discovered 0il allocated to each Tract in Section 15.B.2.4.

(¢) Any remaining Upper-Tia2r 0il shall be allocated to
all Tracts which have been allocated less Stripper 0il, Newly
Discovered 0il and Upper-Tier 0Oil than the quantity of total
0il allocated in Section 15.B.2.2, in proportion to their
respective Tract Participations.

(d) Steps (b) and (c¢) shall be repeated, if necessary,
until all Upper-Tier 0il has beea allocated and no Tract has
been allocated more Upper-Tier Oil, Newly Discovered 0il and
Stripper Oil than the quantity of total oil allocated in Section

15.B.2.2.

SECTION 15.B.2.6. ALLOCATION OF LOWER-TIER OIL. The quantity
of Lower-Tier Oil allocated to each Tract shall be calculated by
subtracting from the quantity of total oil allocated to such Tract
in Section 15.B.2.2 the quantity of Stripper 0il allocated to such
Tract in Section 15.B.2.3, the quantity of Newly Discovered 0il
allocated to such Tract in Section 15.B.2.4, and the quantity of
Upper-Tier 0il allocated to such Tract in Section 15.B.Z2.5.
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SECTION 15.B.2.7. AMENDMENT BY WORKING INTEREST OWNERS. This

Section 15.B may be amended or deleted by vote of the Working Interest
Owners using the voting procedure set out in Article 4.3 of the Unit
Operating Agreement if in the opinion of the Working Interest Owners
(a) application of Section 15.B as written becomes unworkable or
inequitable as a result of changes in laws or regulations of any
governmental agency pertaining to price controls, or (b) amendment or
deletion of this Section 15.B is necessary to comply with applicable
laws, rules, regulations, or orders of any governmental agency having
jurisdiction.

SECTION 15.C. TAKING UNITIZED SUBSTANCES IN KIND. The Unitized
Substances allocated to each Tract shall be delivered in kind to the
respective Working Interest Owners and parties entitled thereto by
virtue of the ownership of oil and gas rights therein. Each Working
Interest Owner and the parties entitled thereto shall have the contin-
uing right to receive such production in kind at a common point within
the Unit Area and to sell or dispose of the same as it sees fit. Each
such party shall have the right to construct, maintain and operate all
necessary facilities for that purpose on unitized land, provided the
same are so constructed, maintained and operated as not to interfere
with operations carried on pursuant hereto. Subject to Section 17
hereof, any extra expenditure incurred by Unit Operator by reason of
the delivery in kind of any portion of the Unitized Substances shall
be borne by the party responsible therefor under the controlling lease
or contract. In the event any Interest Owner shall fail to take or
otherwise adequately dispose of its proportionate share of the
production from the Unitized Formation currently as and when produced,
then so long as such condition continues, Unit Operator, for the
account and at the expense of the Working Interest Owner of the Tract
or Tracts concerned, and in order to avoid curtailing the operation of
the Unit Area, may, but shall not be required to, sell or otherwise
dispose of such production to itself or to others on a day-to-day
basis, provided that all contracts of sale by Unit Operator of any
other party's share of Unitized Substances shall be only for such
reasonable periods of time as are consistent with the minimum needs of
the industry under the circumstances, but in no event shall any such
contract be for a period in excess of one year, and at not less than
the prevailing market price in the area for like production, and the
account of such Working Interest Owner shall be charged therewith as
having received such production. The net proceeds, if any, of the
Unitized Substances so disposed of by Unit Operator shall be paid to
the Working Interest Owner of the Tract or Tracts concerned. Notwith-
standing the foregoing, Unit Operator shall not make a sale into
interstate commerce of any Working Interest Owner's share of gas
production without first giving such Working Interest Owner sixty (60)
days' notice of such intended sale.

Any Working Interest Owner receiving in kind or separately
disposing of all or any part of the Unitized Substances allocated to
any Tract, or receiving the proceeds therefrom if the same is sold or
purchased by Unit Operator, shall be responsible for the payment of
all Royalty, Overriding Royalty and Production Payments due thereon,
and each such party shall hold each other Working Interest Owner
harmless against all claims, demands and causes of action by owners of
such royalty, overriding royalty and production payments.

If, after the Effective Date of this Agreement, there is any
Tract or Tracts that are subsequently committed hereto, as provided in
Section 4 (Expansion) hereof, or any Iract or Tracts within the Unit
Area not committed hereto as of the Effective Date hereof but which are
subsequently committed hereto under the provisions of Section 14
(Tracts Qualified for Participation) and Section 34 (Nonjoinder and
Subsequent Joinder); or if any Tract is excluded from this Agreement
as provided for in Section 33 (Loss of Title), the schedule of
participation as shown in Exhibit '"B" shall be revised by the Unit
Operator; and the revised Exhibit "B'", upon approval by the Land
Commissioner and the Supervisor, shall govern the allocation of
production on and after the effective date thereof until a revised
schedule is approved as hereinabove provided.
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If the Unit Area is enlarged, the revised Tract Participations
of the Tracts which were within the Unit Area prior to the enlargement
shall remain in the same ratio one to another.

SECTION 16. OUTSIDE SUBSTANCES. If gas obtained from formations
not subject to this Agreement iIs introduced into the Unitized
Formation for use in repressuring, stimulating of production or
increasing ultimate recovery which shall be in conformity with a Plan
of Operation first approved by the Land Commissioner and the Supervisor,
a like amount of gas with appropriate deduction for loss or depletion
from any cause may be withdrawn from unit wells completed in the
Unitized Formation royalty free as to dry gas, but not royalty free as
to the products extracted therefrom; provided that such withdrawal
shall be at such time as may be provided in the approved Plan of
Operator or as otherwise may be consented to or prescribed by the Land
Commissioner and the Supervisor as conforming to good petroleum
engineering practices and provided further that such right of
withdrawal shall terminate on the termination date of this Agreement.

SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico and
United States of America and all Royalty Owners who, under an existing
contract, are entitled to take in kind a share of the substances
produced from any Tract unitized hereunder, shall continue to be
entitled to such right to take in kind their share of the Unitized
Substances allocated to such Tract, and Unit Operator shall make
deliveries of such Royalty share taken in kind in conformity with the
applicable contracts, laws and regulations. Settlement for Royalty
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 Royalty due under
the leases, except that such Royalty shall be computed on Unitized
Substances as allocated to each Tract in accordance with the terms
of this Agreement. With respect to Federal leases committed hereto on
which the royalty rate depends upon the daily average production per
well, such average production shall be determined in accordance with
the operating regulations pertaining to Federal leases as though the
committed Tracts were included in a single consolidated lease.

If the amount of production or the proceeds thereof accruing to
any Royalty Owner (except the United States of America) in a Tract
depends upon the average production per well or the average pipeline
runs per well from such Tract during any period of time, then such
production shall be determined from and after the effective date
hereof by dividing the quantity of Unitized Substances allocated
hereunder to such Tract during such period of time by the number of
wells located thereon capable of producing Unitized Substances as of
the Effective Date hereof, provided that any Tract not having any well
so capable of producing Unitized Substances on the Effective Date
hereof shall be considered as having one such well for the purpose of
this provision.

All Royalty due the State of New Mexico and the United States of
America and the other Royalty Owners hereunder shall be computed and
paid on the basis of all Unitized Substances allocated to the
respective Tract or Tracts committed hereto, in lieu of actual
production from such Tract or Tracts.

Each Royalty Owner (other than the State of New Mexico and the
United States of America) that executes this Agreement represents and
warrants that it is the owner of a Royalty Interest in a Tract or
Tracts within the Unit Area as its interest appears in Exhibit "B"
attached hereto. If any Royalty Interest in a Tract or Tracts should
be lost by title failure or otherwise in whole or in part, during the
term of this Agreement, then the Royalty Interest of the party
representing himself to be the owner thereof shall be reduced
proportionately and the interests of all parties shall be adjusted
accordingly.
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SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalties due
on the leases committed hereto shall 5e paid by Working Interest Owners
responsible therefor under existing contracts, laws and regulations
provided that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the
payment of any rental or minimum Royalty in lieu thereof, due under
their leases. Rental for lands of thz State of New Mexico subject to
this Agreement shall be paid at the rate specified in the respective
leases from the State of New Mexico. Rental or minimum Royalty for
lands of the United States of America subject to this Agreement shall
be paid at the rate specified in the respective leases from the
United States of America, unless such rental or minimum Royalty is
waived, suspended or reduced by law or by approval of the Secretary
or his duly authorized representative.

SECTION 19. CONSERVATION. Operations hereunder and production
of Unitized Substances shall be conducted to provide for the most
economical and efficient recovery of said substances without waste, as
defined by or pursuant to Federal and State laws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take appropriate
and adequate measures to prevent draiaage of Unitized Substances from
unitized land by wells on land not su>ject to this Agreement.

The Unit Operator, upon approval by the Working Interest Owners,
the Supervisor and the Land Commissioaer, is hereby empowered to enter
into a borderline agreement or agreemsnts with working interest owners
of adjoining lands not subject to this Agreement with respect to
operation in the border area for the naximum economic recovery,
conservation purposes and proper protzaction of the parties and interest

affected.

SECTION 21. DOE REGULATIONS. Working Interest Owners agree to
release Unit Operator from any and all losses, damages, injuries,
claims and causes of action arising out of, incident to or resulting
directly or indirectly from Unit Operator's interpretation or
application of rules, rulings, regulations or orders of the Department
of Energy or predecessor agencies to the extent Unit Operator's
interpretation or application of such rules, rulings, regulations or
orders were made in good faith. Working Interest Owners further agree
to reimburse Unit Operator for their proportionate share of any
amounts Unit Operator may be required to refund, rebate or pay as a
result of an incorrect interpretation or application of the above
noted rules, rulings, regulations or orders, together with their
proportionate part of interest and penalties owing by Unit Operator
as a result of such incorrect interpretation or application of such
rules, rulings, regulations or orders.

SECTION 22. STATUTORY UNITIZATION. If and when Working Interest
Owners owning at least seventy-five percent (75%) of the Unit
Participation and Royalty Owners owning at least seventy-five percent
(75%) of the Royalty Interest have become parties to this Agreement
or have approved this Agreement in writing and such Working Interest
Owners have also become parties to the Unit Operating Agreement, Unit
Operator may make application to the Division for statutory unitization
of the uncommitted interests pursuant to the Statutory Unitization Act
(Chap. 70, Art. 7, N.M.S. 1978 Ann.). If such application is made and
statutory unitization is approved by the Division, then effective as
of the date of the Division's order approving statutory unitization,
this Agreement and/or the Unit Operating Agreement shall automatically
be revised and/or amended in accordance with the following:

(1) Section 14 of this Agreement shall be revised by substituting
for the entire said section the following:

"SECTION 14. PARTICIPATION. On and after the Effective Date
hereof, all Tracts within the Unit Area shall be entitled to partici-
pation in the production of Unitized Substances."
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(2) Section 25 of this Agreement shall be revised by substituting
for the first three paragraphs of said section the following:

"SECTION 25. EFFECTIVE DATE AND TERM. This Agreement
shall become effective on the first day of the calendar month next
following the effective date of the Division's order approving
statutory unitization upon the terms and conditions of this Agreement,
as amended (if any amendment is necessary) to conform to the Division's
order; approval of this Agreement, as so amended, by the Land
Commissioner; and the filing by Unit Operator of this Agreement or
notice thereof for record in the office of the County Clerk of
Roosevelt County, New Mexico. Unit Operator shall not file this
Agreement or notice thereof for record, and hence this Agreement shall
not become effective, unless within ninety (90) days after the date
all other prerequisites for effectiveness of this Agreement have been
satisfied, such filing is approved by Working Interest Owners owning
a combined Unit Participation of at least sixty-five percent (65%) as
to all Tracts within the Unit Ares.

"Unit Operator shall, within thirty (30) days after the
Effective Date of this Agreement, file for record in the office of the
County Clerk of Roosevelt County, New Mexico, a certificate to the
effect that this Agreement has become effective in accordance with its
terms, therein identifying the Divisicn's order approving statutory
unitization and stating the Effective Date."

(3) This Agreement and/or the Urit Operating Agreement shall be
amended in any and all respects necessary to conform to the Division's
order approving statutory unitization.

Any and all amendments of this Agreement and/or the Unit Operating
Agreement that are necessary to conform said agreements to the
Division's order approving statutory tnitization shall be deemed to be
hereby approved in writing by the parties hereto without any necessity
for further approval by said parties, except as follows:

(a) If any amendment of this Agreement has the effect of
reducing any Royalty Owner's participetion in the production of
Unitized Substances, such Royalty Owner shall not be deemed to have
hereby approved the amended agreement without the necessity of further
approval in writing by said Royalty Ovmer; and

(b) 1If any amendment of this Agreement and/or the Unit
Operating Agreement has the effect of reducing any Working Interest
Owner's participation in the producticon of Unitized Substances or
increasing such Working Interest Owner's share of Unit Expense, such
Working Interest Owner shall not be deemed to have hereby approved
the amended agreements without the necessity of further approval in
writing by said Working Interest Owner.

SECTION 23. LEASES AND CONTRACTS CONFORMED AND EXTENDED.
The terms, conditions and provisions of all leases, subleases and other
contracts relating to exploration, dr:.lling, development or operation
for oil or gas on 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 otherwise to remain in full force and
effect, and the parties hereto hereby consent that the Secretary and
the Land Commissioner, respectively, shall and by their approval
hereof, or by the approval hereof by —heir duly authorized representa-
tives, do hereby establish, alter, change or revoke the drilling,
producing, rental, minimum Royalty and Royalty requirements of Federal
and State leases committed hereto and the regulations in respect
thereto to conform said requirements :o the provisions of this Agreement.

Without limiting the generality of the foregoing, all leases,
subleases and contracts are particularcly modified in accordance with

the following:



(a) The development and operatisn of lands subject to this
Agreement under the terms hereof shall be deemed full performance of
all obligations for development and oderation with respect to each
part or separately owned Tract subjec: to this Agreement, regardless 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, producing or improved recovery operations
performed hereunder shall be deemed to be performed upon and for the
benefit of each Tract, and no lease shall be deemed to expire by reason

of failure to drill or produce wells situated on the land therein
embraced.

(c) Suspension of drilling or p:roducing operations on all
unitized lands pursuant to direction or consent of the Land Commissioner
and the Secretary, or their duly authorized representatives, shall be
deemed to constitute such suspension pursuant to such direction or
consent as to each Tract of unitized ._ands.

(d) Each lease, sublease, or contract relating to the exploration,
drilling, development, or operation for oil and gas which by its terms
might expire prior to the termination of this Agreement, is hereby
extended beyond any such term so prov:.ded therein, so that it shall be
continued in full force and effect for and during the term of this
Agreement.

(e) Any lease embracing lands o: the State of New Mexico which
is made subject to this Agreement shal.l continue in force beyond the
term provided therein as to the lands committed hereto until the
termination hereof.

(f) Any lease embracing lands of the State of New Mexico having
only a portion of its land committed lLiereto shall be segregated as to
that portion committed and that not committed, and the terms of such
lease shall apply separately to such segregated portions commencing as
of the effective date hereof. Provided, however, that notwithstanding
any of the provisions of this Agreement to the contrary, such lease
(including both segregated portions) chall continue in full force and
effect beyond the term provided therein as to all lands émbraced in
such lease if oil or gas is, or has heretofore been discovered in
payving quantities on some part of the lands embraced in such lease
committed to this Agreement or, so lorg as a portion of the Unitized
Substances produced from the Unit Aree is, under the terms of this
Agreement, allocated to the portion of the lands covered by such lease
committed to this Agreement, or, at ary time during the term hereof, as
to any lease that is then valid and subsisting and upon which the
lessee or the Unit Operator is then ergaged in bona fide drilling,
reworking, or improved recovery operations on any part of the lands
embraced in such lease, then the same as to all lands embraced therein
shall remain in full force and effect so long as such operations are
diligently prosecuted, and if they recult in the production of oil or
gas, said lease shall continue in full force and effect as to all of
the lands embraced therein, so long ttereafter as o0il or gas in paying
gquantities is being produced from any portion of said lands.

(g) The segregation of any Federal lease committed to this
Agreement is governed by the following provision in the fourth
paragraph of Section 17(j) of the Mineral Leasing Act, as amended by
the Act of September 2, 1960 (74 Stat. 781-784): '"Any (Federal) lease
heretofore or hereafter committed to sny such (unit) 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, thet any such lease as to the non-
unitized 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 oil or gas is prodiced in Paying Quantities."
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SECTION 24. COVENANTS RUN WITH LAND: The covenants herein shall
be construed to be covenants running with the land with respect to the

interest of the parties hereto and their successors in interest until
this Agreement terminates, and any graat, transfer or conveyance of
interest in land or leases subject her=to shall be and hereby is
conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee or other successor in interest.
No assignment or transfer of any Workiag 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, or acceptable
photostatic or certified copy, of the recorded instrument or transfer;
and no assignment or transfer of any Royalty Interest subject hereto
shall be binding upon the Working Interest Owner responsible therefor
until the first day of the calendar month after said Working Interest
Owner is furnished with the original, or acceptable photostatic or
certified copy, of the recorded instrument or transfer.

SECTION 25. EFFECTIVE DATE AND TERM. This Agreement shall
become binding upon each party who executes or ratifies it as of the
date of execution or ratification by such party and shall become
effective on the first day of the calendar month next following the
approval of this Agreement by the Supervisor, the Land Commissioner
and the Commission.

If this Agreement does not become effective on or before April 1,
1982, it shall ipso facto expire on seid date (hereinafter called
"expiration date'') and thereafter be ¢f no further force or effect,
unless prior thereto this Agreement heés been executed or ratified by
Working Interest Owners owning a combined Participation of at least
eighty percent (80%); and at least seventy-five percent (75%) of such
Working Interest Owners committed to this Agreement have decided to
extend said expiration date for a period not to exceed one (1) year
(hereinafter called "extended expiration date"). If said expiration
date is so extended and this Agreement does not become effective on or
before said extended expiration date, it shall ipso facto expire on
said extended expiration date and thereafter be of no further force
and effect.

Unit Operator shall file for reccrd within thirty (30) days after
the Effective Date of this Agreement, in the office where a counterpart
of this Agreement is recorded, a certificate to the effect that this
Agreement has become effective according to its terms and stating
further the effective date.

The terms of this Agreement shal.. be for and during the time that
Unitized Substances are produced from the unitized land and so long
thereafter as drilling, reworking or other operations (including
improved recovery operations) are prosecuted thereon without cessation
of more than ninety (90) consecutive days unless sooner terminated as
herein provided.

This Agreement may be terminated with the approval of the Land
Commissioner and the Supervisor by Working Interest Owners owning
eighty percent (80%) of the Unit Part:icipation then in effect whenever
such Working Interest Owners determine that Unit Operations are no
longer profitable, or in the interest of conservation. Upon approval,
such termination shall be effective as; of the first day of the month
after said Working Interest Owners' determination. Notice of any such
termination shall be filed by Unit Op:rator in the office of the County
Clerk of Roosevelt County, New Mexico, within thirty (30) days of the
effective date of termination.

Upon termination of this Agreemeat, the parties hereto shall be
governed by the terms and provisions >f the leases and contracts
affecting the separate Tracts just as if this Agreement had never been

entered into.

If not otherwise provided by the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Owners a period
of six months after termination of this Agreement in which to salvage,
sell, distribute or otherwise dispose of the personal property and
facilities used in connection with Unit Operations.
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SECTION 26. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION.
All production and the disposal thereof shall be in conformity with
allocations and quotas made or fixed by any duly authorized person or
regulatory body under any Federal or tate statute. The Director is
hereby vested with authority to alter or modify from time to time, in
his discretion, the rate of prospecting and development and within the
limits made or fixed by the Commissioner to alter or modify the quantity
and rate of production under this Agrcement, such authority being
hereby limited to alteration or modif:cation in the public interest,
the purpose thereof and the public in:erest to be served thereby to
be stated in the order of alteration or modification; provided, further,
that no such alteration or modification shall be effective as to any
land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by
the Land Commissioner and as to any lands in the State of New Mexico
or privately-owned lands subject to this Agreement or to the quantity
and rate of production from such lands in the absence of specific
written approval thereof by the Divis:on.

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 fifteen (15) davs from notice, and thereafter
subject to administrative appeal before becoming final.

SECTION 27. NONDISCRIMINATION. Unit Operator in connection with
the performance of work under this Ag:eement relating to leases of the
United States, agrees to comply with —:he clauses set forth in Exhibit
"C" attached hereto and made a part hereof.

SECTION 28. APPEARANCES. Unit Operator shall have the right to
appear for or on behalf of any interests affected hereby before the
Land Commissioner, the Department, and the Division, and to appeal
from any order issued under the rules and regulations of the Land
Commissioner, the Department or the D:vision, or to apply for relief
from any of said rules and regulations or in any proceedings relative
to operations before the Land Commiss:.oner, the Department or the
Division or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at his or
its own expense to be heard in any such proceeding.

SECTION 29. NOTICES. All notices, demands, objections or
statements required hereunder to be g:i.ven or rendered to the parties
hereto shall be deemed fully given if made in writing and personally
delivered to the party or parties or sent by postpaid certified or
registered mail, addressed to such par 'ty or parties at their respective
addresses set forth in connection with the signatures hereto or to the
ratification or consent hereof or to such other address as any such
party or parties may have furnished in writing to the party sending
the notice, demand or statement.

SECTION 30. 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 _aw of the State wherein said
Unitized Lands are located, or regula:ions issued thereunder in any
way affecting such party, or as a wairser by any such party of any
right beyond his or its authority to waive; provided, however, each
party hereto covenants that it will not resort to any action to
partition the unitized land or the Uni't Equipment.

SECTION 31. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED

TO REALTY. FEach Working Interest Owner has heretofore placed and used
on its Tract or Tracts committed to this Agreement various well and
lease equipment and other property, equipment and facilities. It is
also recognized that additional equipment and facilities may hereafter
be placed and used upon the Unitized Land as now or hereafter
constituted. Therefore, for all purposes of this Agreement, any such
equipment shall be considered to be p2rsonal property and not fixtures
attached to realty. Accordingly, sail well and lease equipment and
personal property is hereby severed f-om the mineral estates affected

13-



by this Agreement, and it is agreed that any such equipment and personal

property shall be and remain personal property of the Working Interest
Owners for all purposes.

SECTION 32. UNAVOIDABLE DELAY. All obligations under this
Agreement requiring the Unit Operator to commence or continue improved
recovery operations 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 :'rom complying with such
obligations, in whole or in part, by strikes, acts of God, Federal,
State or municipal law or agency, unavoidable accident, uncontrollable
delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond t:he reasonable control of the
Unit Operator whether similar to matters herein enumerated or not.

SECTION 33. 1L1LOSS OF TITLE. 1In the event title to any Tract of
unitized land shall fail so as to render the Tract inoperable under
this Agreement and the true owner cannot be induced to join this
Agreement, such Tract shall be automauically regarded as not committed
hereto as of the first day of the calendar month in which the failure
of title is determined and there shal.. 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 1o title as to any Royalty,
Working Interest or other interest subject thereto, payment or
delivery on account thereof may be withheld without liability or
interest until the dispute is finally settled; provided, that as to
State or Federal land or leases, no payments of funds due the State
of New Mexico or the United States of America shall be withheld, but
such funds shall be deposited as directed by the Land Commissioner
and/or the Supervisor (as the case mar be), to be held as unearned
money pending final settlement of the title dispute, and then applied
as earned or returned in accordance w:.th such final settlement.

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

SECTION 34. NONJOINDER AND SUBSLQUENT JOINDER. Joinder by any
Royalty Owner, at any time, must be accompanied by appropriate joinder
of the corresponding Working Interest Owner in order for the interest
of such Royalty Owner to be regarded as effectively committed.

Joinder to this Agreement by a Working Interest Owner, at any time,
must be accompanied by appropriate jo:nder to the Unit Operating
Agreement in order for such interest o be regarded as effectively
committed to this Agreement.

Any o0il or gas interest in the Unitized Formations not committed
hereto prior to submission of this Agr-eement to the Land Commissioner
and the Supervisor for final approval may thereafter be committed
hereto upon compliance with the applic:able provisions of this Section
and of Section 14 (Tracts Qualified for Participation) herecf, at any
time up to the effective date hereof on the same basis of participa-
tion as provided in said Section 14, »y the owner or owners thereof
subscribing, ratifying, or consenting in writing to this Agreement and,
if the interest is a Working Interest, by the owner of such interest
subscribing also to the Unit Operatingz Agreement.

It is understood and agreed, how:ver, that from and after the
Effective Date hereof the right of sub>sequent Joinder as provided in
this Section shall be subject to such requirements or approvals and
on such basis as may be agreed upon by Working Interest Owners owning
not less than sixty-five percent (65%) of the Unit Participation then
in effect, and approved by the Land Co>mmissioner and Supervisor. Such
subsequent joinder by a proposed Working Interest Owner must be
evidenced by his execution or ratification of this Agreement and the
Unit Operating Agreement and, where State or Federal land is involved,
such Joinder must be approved by the _and Commissioner or Supervisor.
Such Joinder by a proposed Royalty Owier must be evidenced by his
execution, ratification or consent of this Agreement and must be
consented to in writing by the Workinz Interest Owner responsible for
the payment of any benefits that may accrue hereunder in behalf of
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such proposed Royalty Owner. Except as may be otherwise herein
provided, subsequent joinder to this Agreement shall be effective

as of the first day of the month follcwing the filing with the Land
Commissioner and the Supervisor of duly executed counterparts of

any and all documents necessary to establish effective commitment

of any Tract or interest to this Agreement, unless objection to such
joinder by the Land Commissioner or tke Supervisor is duly made
sixty (60) days after such filing.

SECTION 35. COUNTERPARTS. This Agreement may be executed in any
number of counterparts, no one of which needs to be executed by all
parties and may be ratified or consented to by separate instrument in
writing, specifically referring heretc, and shall be binding upon all
those parties who have executed such & counterpart, ratification or
consent hereto with the same force anc effect as if all parties had
signed the same document, and regardless of whether or not it is
executed by all other parties owning cr claiming an interest in the
land within the described Unit Area.

SECTION 36. JOINDER IN DUAL CAPACITY. Execution as herein
provided by any party as either a Working Interest Owner or a Royalty
Owner shall commit all interests ownec or controlled by such party;
provided, that if the party is the owrer of a Working Interest, he
must also execute the Unit Operating 2Agreement.

SECTION 37. TAXES. Each party tereto shall, for its own
account, render and pay its share of eny taxes levied against or
measured by the amount or value of the Unitized Substances produced
from the unitized land; provided, however, that if it is required or
if it be determined that the Unit Operator or the several Working
Interest Owners must pay or advance scid taxes for the account of the
parties hereto, it is hereby expressly agreed that the parties so
paving or advancing said taxes shall te reimbursed therefor by the
parties hereto, including Royalty Owners, who may be responsible for
the taxes on their respective allocated share of said Unitized
Substances. No taxes shall be chargec to the United States or to the
State of New Mexico, nor to any lessor who has a contract with a lessee
which requires his lessee to pay such taxes.

SECTION 38. NO PARTNERSHIP. The. duties, obligations and
liabilities of the parties hereto are intended to be several and not
joint or collective. This Agreement is not intended to create, and
shall not be construed to create, an association or trust, or to
impose a partnership duty, obligation or liability with regard to any
one or more of the parties hereto. Each party hereto shall be
individually responsible for its own c¢bligation as herein provided.

SECTION 39. PRODUCTION AS OF THH EFFECTIVE DATE. Unit Operator
shall make a proper and timely gauge 0f all leases and other tanks
within the unitized land in order to ascertain the amount of merchant-
able o0il above the pipeline connection in such tanks as of the
effective date hereof. All such oil vhich has then been produced in
accordance with established allowables shall be and remain the property
of the Interest Owner entitled thereto, the same as if the unit had
not been formed; and the responsible Vorking Interest Owner shall
promptly remove said oil from the unitized land. Any such oil not so
removed shall be sold by Unit Operato:: for the account of such Working
Interest Owners, subject to the payment of all Royalty to Royalty
Owners under the terms hereof. The o:.1 that is in excess of the prior
allowable of the wells from which it was produced shall be regarded as
Unitized Substances produced after Ef:lective Date hereof.

If, as of the Effective Date hercof, any Tract is over-produced
with respect to the allowable of the wells on that Tract and the
amount of over-production has been sold or otherwise disposed of,
such over-production shall be regardedl as a part of the Unitized
Substances produced after the Effectise Date hereof and shall be
charged to such Tract as having been 1delivered to the parties
entitled to Unitized Substances allocited to such Tract.
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SECTION 40.

NO SHARING OF MARKET.

This Agreement is not intended

to provide and shall not be construéc to provide, directly or indirectly,
for any cooperative refining, joint cale or marketing of Unitized

Substances.

Attest:

Secretary

Date

Attest:

Secretary

Date

Attest:

Secretary

Date

Attest:

Secretary
Date

Attest:

Secretary

Date

Date

Attest:

Secretary

Date

"INIT OPERATOR"
LAYTON ENTERPRISES, INC.

By

Don R. Layton, President

TRINITY RESOURCES, INC.

By

President

HANOVER PETROLEUM CORPORATION

By

President

HARVARD & LeMAY EXPLORATION LTD. 1976A
By

DEVACQ LTD.

By

L.aDORA LUCAS

GEITY OIL COMPANY

By

-21-



Attest:

Secretary

Date

Attest:

Secretary

Date

Attest:

Secretary

Date

Attest:

Secretary

Date

Attest:

Secretary

Date

Attest:

Secretary

Date

AMOCO PRODUCTION COMPANY

By

SUN OIL COMPANY

By

TEXACO, INC.

By

GULF OIL CORPORATION

By

MONUMENT ENERGY CORPORATION

By

SOJTHWESTERN, INC.

By




STATE OF TEXAS )

) ss
COUNTY OF LUBBOCK )
The foregoing instrument was acknowledged before me this day
of , 1980, by Don R. Layton , President

of LAYTON ENTERPRISES, INC.., a Texas :orporation, for and on behalf of
said corporation .

No:-ary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was ackinowledged before me this
day of , 1980, by ,
of

No:-ary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was ackiowledged before me this
day of , 1980, by )
of

No-ary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was ackiowledged before me this
day of , 1980, by ,
of

Notary Public
My commission expires:

~-23-



STATE OF )

) ss
COUNTY OF )
The foregoing instrument was ackiowledged before me this
day of , 1980, by )
of

No:ary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acklowledged before me this
day of , 1980, by )
of

Notary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was ackaowledged before me this
day of , 1980, by -
of

Notary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1980, by ,
of

Nctary Public
My commission expires:




STATE OF )

) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1980, by )
of

Nctary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of , 1980, by ,

of

Notary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1980, by s
of

Notary Public
My commission expires:

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1980, by ,
of

Notary Public
My commission expires:
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Exhibit "A"

TODD LOWER SAN ANDRES UNIT

ROOSEVELT COUNTY, NEW MEXICO




Lease Name,

EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation
FEDERAL LEASES:
1. Mark Federal #7 LC 062529-A Texaco, Inc. USA Texaco, Inc. 5% Hanover Petrol. Corp.
75-35E 12/1/51 12%7% E. R. Kain 27 (257% of 76.25%) - .1906250000 .2906636656
Sec. 25: NEY WsSEY W. J. Weaver .5% Trinity Resources, Inc.
(240) Jack L. McClellan 1% (58.75% of 76.25%) - 4479687500 .6830596142
Harvard & LeMay Explor.
Ltd. 1976A
(6.25% of 76.25%) - .0476562500 .0726659164
Devacq Ltd.
(10% of 76.25%) - .0762500000 .1162654663
Trinity Resources, Inc.
00k ol 22.50%) - ,225800383088 343087084258
Labora Lucus
(100% of 1.25%) - .0125000000 .0190599125
1.5247930000
1-A. Mark Federal #6 LC 062529-A Texaco, Inc. USA E. R. Kain 27 Texaco, Inc.
75~-35E 12/1/52 127 W. J. Weaver 5% (100% of 25%) - .2500000000 .3584415000
Sec. 25: E%SEL Jack L. McClellan 1% Hanover Petrol. Corp.
(80) (25% of 57.1875%) - .1429687500 .2049837328
Trinity Resources, Inc.
(58.75% of 57.1875%) - .3359765625 .4817117721
Harvard & LeMay Explor.
Ltd. 1976A
(6.25% of 57.1875%) - .0357421875 .0512459332
Devacq Ltd.
(10% of 57.1875%) - .0571875000 .0819934931
Trinity Resources, Inc.
(100% of 16.8750%) - .1687500000 .2419480125
LaDora Lucus
(100% of .9375%) - .0093750000 .0134415563
1.4337660000



Lease Name,

EXHIBIT "B'" TO UNIT AGREEMENT

ROOSEVELT COUNTY, NEW MEXICO

TODD LOWER SAN ANDRES UNIT

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation
2, Solsbery NM 050476 Featherstone  USA None Amoco Production Co. - 1.00000000600 9.5022970000
78-36E 2/1/60 Development 12%%
Sec. 29: SE4%SE% Corp.
(40)
3. Livaudais
7S-36E
Sec. 30: Lots 1,2,3, NM 0139989-A Murphy USA Marcel Livaudais, Jr. and Hanover Petroleum Corp.
4, ElWs, E%SEY,SEXNEY 6/1/61 Minerals 1257 Carol Black Livaudais 5% (PPI) (25% of 76.25%) - .1906250000 1.3113465469
(427.40) Corp. Trinity Resources, Inc.
(58.75% of 76.25%) - .4479687500 3.0816643851
Harvard & LeMay Explor.
Ted 107464
(6.257% of 76.25%) - .0476562500 0.3278366367
Devacq Ltd.
(10% of 76.25%) - .0762500000 0.5245386188
Trinity Resources, Inc.
(100% of 22.50%) - .2250000000 1.5478188750
LaDora Lucas
(100% of 1.25%) - .0125000000 0.0859899375
6.8791950000
4. Linam "A" NM 0321281 Amoco USA Richard L. and Getty 0il Company - 1.0000000000 0.6430210000
75-36E 11/1/62 Prod. 12%% Barbara J. Peterson 1/2%
Sec. 19: SEYSEX Co. Robert H. Hays 25%%
(40) H. A. Hackatham 2%7%



Lease Name,

EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Percentage Percent Unit
No. and No. Acres & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation
4-A. Peterson "A" NM 0321281 Amoco UsA Richard L. and Amoco Production Co. -~ 1.0000000000 4.4760320000
75-36E 11/1/62 Prod 1257 Barbara J. Peterson 1/2%
Sec. 29: SWyNWY, SW Co. Robert H. Hays 2%%
(200) H. A. Hackatham 254
5. Spradley NM 0449372 Amoco USA Mrs. Wilton E. Spradley 1%Z(PPI)Amoco Production Co. - 1.0000000000 3.9713150000
75-36E 10/1/63 Prod. 1257, Charles C. Langdon 1%(PPI)
Sec. 29: WLSEY Co.
(80)
TOTAL FEDERAL ACREAGE: 1,107.40



EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Lease Name,
Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation

STATE LEASES:

6. Skelly-Smith E-8948 Getty 0il  State N.M. Hanover Petroleum Corp. - .25000000 2.6741322500
75-36E 4/19/55 Co. 12.5% Trinity Resources, Inc. -~ ,58750000 6.2842107875
Sec. 31: Lots 1,2, Harvard & LeMay Explor.
ELW : Ltd. 1976-A - .06250000 0.6685330625
(154.09) Devacq Ltd. - .10000000 1.0696529000
10.6965290000
6-A. Hobbs "'R" E-8948 Getty 0il  State N.M. Getty 0il Co. 1/8 Hanover Petroleum Corp.
75-36E 4/19/55 Co. 12.5% Grant M. Smith 1% (25% of 87.5%) - .21875000 0.3983072187
Sec. 31: NE4 Trinity Resources, Inc.
(100) (58.75% of 87.5%) - .51406250 0.9360219641
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% of 87.5%) - .05468750 0.0995768047
Devacq Ltd.
(10% of 87.5%) - .08750000 0.1593228875
LaDora Lucas
(100% of 1.25%) - .01250000 0.0227604125
Trinity Resources, Inc.
(100% of 11.25%) - .11250000 0.2048437125
1.8208330000
7. State "AY" E-10047 Sun 0il Co. State N.M. None Sun 0il Company - 1.006000000 15.76892706000
75-35E 5/15/56 12.5%
Sec. 36: N}, SE4
(480)



Lease Name,

EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation
8. State ""BC" 0G-174 Atlantic State N.M. Monument Energy Corp. - 50000000 0.3699885000
75~36E 9/18/56 Richfield 12.5% Southwestern, Inc. - .50000000 0.3699885000
Sec. 31: Lots 3,4 Co. 0.7399770000
(74.11)
8-A. Atlantic 0G-174 Atlantic State N.M. Atlantic Richfield Co. 12.5%  Monument Energy Corp. - .56250000 1.1653143750
75-36E 9/18/56 Richfield 12.5% Southwestern, Inc. - .06250000 0.1294793750
Sec. 31: E%SWy Co. John Turner - .12500000 0.2589587500
(80) William Penn - .12500000 0.2589587500
John Hill - .06250000 0.1294793750
K. V. Dunn - .06250000 0.1294793750
2.0716700000
8-B. Atlantic-Smith 0G-174 Atlantic State N.M. Atlantic Richfield Co. 1/16 Hanover Petroleum Corp.
75-36E 9/18/56 Richfield 12.5% Grant M. Smith 1% (25% of 75%) - .18750000 1.2013046250
Sec. 31: SEL Co. Trinity Resources, Inc.
(160) (58.75% of 75%) - .44062500 2.8230658687
Harvard & LeMay Explor.
Led. 1976-A
(6.25% of 75%) - .04687500 0.3003261563
Devacq Ltd.
(10% of 75%) - .07500000 0.4805218500
Trinity Resources, Inc.
(100% of 23.125%) - .23125000 1.4816090375
LaDora Lucas
(100% of 1.875%) -~ .01875000 0.1201304625
6.4069580000
9. N.M. "CT" LG-1395 Texaco, Inc. State N.M. Texaco, Inc. - 1.00000000 8.0772800000
75-35E 10/15/57 12.5%

Sec. 35: N, NsSEY
(400)



Lease Name,

EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No., and No. Acres & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation
10. Hobbs "'Z" 0G-1617 Getty 0il  State N.M. Hanover Petroleum Corp. - .25000000 0.2467170000
75-36E 12/16/57 Co. 12.5% Trinity Resources, Inc. - .58750000 0.5797849500
Sec. 19: SWY%SEY Harvard & LeMay Explor.
Ltd. 1976-A - .,06250000 0.0616792500
Devacq Ltd. - .10000000 0.0986868000
0.9868680000
10-A. Val State 0G-1617 Getty 0il  State N.M. Getty 0il Co. 12.5% Hanover Petroleum Corp.
75~36E 12/16/57 Co. 12.5% (25% of 76.25%) - .19062500 1.4546780563
Sec. 30: WL3EL Trinity Resources, Inc.
(160) (58.75% of 76.25%) - .44796875 3.4184934322
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% of 76.25%) - .04765625 0.3636695140
Devacq Ltd.
(10% of 76.25%) - .07625000 0.5818712225
Trinity Resources, Inc.
(100% of 22.50%) - .22500000 1.7169970500
LaDora Lucas
(100% of 1.25%) - ,01250000 0.0953887250
7.6310980000
11. Gates State K-3582-3 Murphy State N.M. Robert B. Gates 5% Hanover Petroleum Corp.
75~36E 9/17/63 Minerals 12.5% Mary Ann Morrison 1% (25% of 76.25%) - .19062500 1.2796486594
Sec. 32: NWy Corp. J. W. Brashfield 1% Trinity Resources, Inc.
(160) (58.75% of 76.25%) - .44796875 3.0071743495
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% of 76.25%) - .04765625 0.3199121648
Devacq Ltd.
(10% of 76.25%) - ,07625000 0.5118594638
Trinity Resources, Inc.
(100% of 22.50%) - .22500000 1.5104049750
Labora Lucas
(100% of 1.25%) - .01250000 0.0839113875

6.7129110000



Tract

Lease Name,
Description of Land

Serial No. Lessee of

EXHIBIT "B" TO UNIT AGRELEMENT
TODD LOWER SAN ANDRLES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Basic Roy.

Overriding Royalty

Lower San Andres Production

Percent Unit

No. and No. Acres & Lease Date Record & Percent, Owner & Percentage W.I. Ownership & Percentage Participation
12, Roosevelt K-6285 Gulf 011 State N.M. Gulf 01l Corporation - 1.00000000 §.5319090000
75-36E 8/16/66 Corp. 12.5%
Sec. 32: NE4
(160)
13. Cook K-6454-3 Murphy State N.M. Joe Don Cook 5% Hanover Petroleum Corp.
75-36E 10/18/66 Minerals 12.5% Grant M. Smich 1% (25% of 75%) - .18750000 0.2081773125
Sec., 32: NYSWY Corp. Trinity Resources, Inc.
(80) (58.75% of 75%) - .44062500 0.4892166844
Harvard & LeMay Explor.
Ltd. 1976-A
(h 2587 nf 75%7) - NARRISON N N83N/s412a1
Devacq Ltd. .
(10%Z of 75%) - .07500000 0.0832709250
Trinity Resources, Inc.
(100% of 23.125%) - .23125000 0.2567520187
LabDora Lucas
(100% of 1.875%) - .01875000 0.0208177313
1.1102790000
14. N.M. "H.N." V=40 Yates State N.M. Sun 0il Company - 1.00000000 0.0143420000
75-36E 9/1/71 Petrol 12.5%
Sec. 20: NWY%SWk Corp.
(40)
TOTAL STATE ACREAGE: 2,148.20 = 65.987% of unit
TOTAL FEDERAL ACREAGE: 1,107.40 = 34.02% of unit
TOTAL UNTIT ACREAGE: 3,255.60




EXHIBIT "'("

SUPPLEMENT
rQuAL £MPLOYMENT OPPORTUNLITY PROVISION
During the performance of this contract, the Operator agrees as follows:

(1) The Operator will not discriminate against any employee or applicant for employment because of race,
color, religion, sex or national origin. The Operator will take affirmative action to ensure that
applicants are employed, and that employees are treated during employment without regard to their
race, color, religion, sex or national origin. Suci action shall include, but not be limited to the
following: Employment, upgrading, demotien, or traisfer, recruitment or recruitment advertising:
layoff or termination; rates of pay or other forms >f compensation; and selection for training in-
cluding apprenticeship. The Operator agrees to pos: in conspicuous places, avallable to employees
and applicants for employment notices to be provide] setting forth the provisions of this non-
discrimination clause.

(2) The Operator will, in all solicitations or advertis:ments for employees placed by or on behalf of
the Operator, state that all qualified applicants w!ll receive consideration for employment with-
out regard to race, color, religion, sex or nationa. origin.

(3) The Operator will send to each labor union or representative of workers with which Operator has a
collective bargaining agreement or other contract o: understanding, a notice to be provided, ad-
vising the said labor union or workers' representat.ves of the Operator's commitments under Sec—
tion 202 of Executive Order 11246 of September 24, ..965, and shall post copies of the notice in
conspicuous places available tco employees and applicants for employment.

(4) The Operator will comply with all provisions of Executive Order 11246 of September 24, 1965, and
of the rules, regulations, and relevant orders of tte Secretary of Labor.

(5) The Operator will furnish all information and reports required by Executive Order 11246 of Septem-
ber 24, 1965, and by the rules, regulations, and orcers of the Secretary of Labor, or pursuant
thereto, and will permit access to Operator's books, records, and accounts by the administering
agency and the Secretary of Labor for purposes of irvestigation to ascertaln compliance with such
rules, regulations, and orders. ’

{6) 1In the event of the Operator's non-compliance with the non-discrimination clauses of this contract
or with any of the said rules, regulations, or orders, this contract may be cancelled, terminated
or suspended in whole or in part and the Operator mzy be declared ineligible for further Govern-—
ment contracts or federally assisted construction ccntracts in accordance with procedures author—
ized 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, regula-
tion, or order of the Secretary of Labor, or as otherwise provided by law.

(7) The Operator will include the provisions of paragrarhs (1) through (7) in every subcontract or pur-
chase order unless exempted by rules, regulations, cr oxders of the Secretary of Labor issued pur-
suant to Section 204 of Executive Order 11246 of September 24, 1965, so that such provisions will
be binding upon each subcontractor or vendor. The Cperator will take such action with respect to
any subcontract or purchase order as the administering agency may direct as a means of enforcing
such provisions inmcluding sanctions for non-compliance: Provided, however, that in the event the
Operator becomes involved in, or is threatened with, litigation with a subcontractor or vendor as
a result of such direction by the administering agency, the Operator may request the United States
to enter into such litdigation to protect the interests of the United States. ‘

Operator acknowledges that Operator may be required to file Standard Form 100 (EEO-1) promulgated
jointly by the Office of Federal Contract Compliance, the Equal Employment Opportunity Commission and
Plans for Progress with the appropriate agency within 30 days of the date of contract award if such re-
port has not been filed for the current year and otherwise comply with or file such other compliance
reports as may be required under Executive Order 11246, as amended and Rules and Regulations adopted

thereunder.

Operator further acknowledges that Operator may be raquired to develop a written affirmative ac-—
tion compliance program as required by the Rules and Regulations approved by the Secretary of Labor
under authority of Executive Order 11246 and supply Cities with a copy of such program if Cities so

requests.

CERTIFICATION OF NONSEGREGAT:ZD FACILITIES

By entering into this contract, the Operator certifi:s that Operator does not and will not maintain
ot provide for Operator's employees any segregated facili:ies at any of Operator's establishments, and
that Operator does not and will not permit Operator's employees to perform their services at any loca-
ticn, under Operator's control, where segregated faciliti:s are maintained. The Operator agrees that a
breach of this certification is a violation of the Equal Jpportunity clause in this contract. As used
in this certification, the term "segregated facilities' m:ans, but is not limited to, any waiting rooms,
work areas, rest rooms and wash rooms, restaurants and otier eating areas, time clocks, locker rooms and
other storage or dressing zreas, parking lots, drinking fruntains, recreatiop or entertainment areas,
transportation, and housing facilities provided for emplosees which are segregated by explicit directive
or are in fact segregated cn the basis of race, color, religion, or national origin, because of habit,
loc¢al custom, or otherwise. Operator further agrees that (except where Operator has obtained identical
certifications from proposed contractors and subcontracto:s for specific time periods) Operator will ob-
tain identical certifications from proposed contractors aid subcontractors prior to the award of con-
tracts or subcontracts exceeding $10,000 which are not ex:zmpt from the provisions of the Equal Oppor-
tunity clause; that Operator will retain such certifications in Operator's files and that Operator will
forward the following notice to such proposed contractors and subcontractors (except where the proposed
contractors or subcontractors have submitted l1dentical certifications for specific time periods):

Notice to prospective contractors and subcontractors of r:aquirement for cert%fications of nonsegregated
facilities. A Certificate of Nonsepregated Facilities must be submitted prior to the award of a con-
tract or subcontract exceeding $10,000 which 1s not exewp: from the provisions of the Equal Opportunity
clause. The certification may be submitted either for ea:h contract and subcontract or for all con-
tracts and subcontracts during a period (i{.e., quarterly, semiannually, or annually).



